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A  CAR  THIS  LUXURIOUS  DOESN'T  HAVE  TO  COST  $12,000 


INTRODUCING  CHRYSLER  LE BARON 

$5,758.  AS  SHOWN. 


Until  now,  you  could  often  define  a  luxury  car  by  its  high  price. 
But  today,  Chrysler  LeBaron  has  established  a  totally  new  class  of  automobiles. 
LeBaron  is  a  lighter,  leaner  Chrysler,  yet  luxurious  in  its  comfort.  A  complete 
list  of  options,  including  genuine  leather  seating,  rivals  that  of  any  luxury  car. 
LeBaron  is  powered  by  Chrysler's  most  sophisticated  Lean  Burn  Engine, 
computer  controlled  for  smooth  performance.  This  engine  is 
standard  equipment  on  every  LeBaron. 
The  list  below  will  show  you  much  more  standard  equipment.  The  total  at  the 
bottom  of  the  list  will  show  you  how  little  the  price  of  all  this  luxury  really  is. 
Whether  you  choose  the  two-dopr  or  four-door,  your  Chrysler  dealer 
will  be  happy  to  show  how  little  it  takes  to  buy  or  lease  the 
Chrysler  LeBaron  of  your  choice. 


CHRYSLER  LE  BARON  THE  BEGINNING  OF 
ATOTALLY  NEW  CLASS  OF  AUTOMOBILES 


Four-Door  LeBaron  Medallion 

Base  Sticker  Price  $5,594 

318  cu.  in.  V-8  Std. 

Padded  Vinyl  Roof.   .  .Std. 

Power  Steering  .  .   Std. 

Power  Front  Disc  Brakes.  .  Std. 
Automatic  Transmission  .  .  Std. 
Wire  Wheel  Covers ......  $35 

Whitewall  Tires   $43 

Bumper  Guards,  Front  $21 

Light  Package   $65 

TOTAL  $5,758* 
•Sticker  price,  including  options 
as  shown.  Taxes  and  destination 
charges  extra. 


A  PRODUCl 
ChRYSlE 

corporatI 


StandaY.ds60/40  velour  seating  offered 
in  LeBaromBedallion  on.ly. 


.Optional  leather  seat  $208  extra. 
LeBarcfti  Medallion  only. 


33593 S 


Shame  on  all  of  us 


to  criminals 


"The  driver  of  this  vehicle  carries 
no  cash. "  It  is  disgusting  when 
such  a  sign  on  a  bus  or  truck  is 
needed  to  save  the  driver  from  a 
possible  hold  up  killer. 

"The  charge  was  reduced 
from  murder  to  manslaughter. " 
Then  the  confessed  killer  was 
given  a  "5  to  25"  year  sentence. 
But  a  lazy  5  years  (or  inevitably 
less)  in  prison  won't  bring  back 
the  life  of  the  18-year-old  who 
was  brutally  killed,  trying  to  be  a 
peacemaker  in  a  street  quarrel. 

Did  judges  never  hear  of 
making  the  punishment  fit  the 
crime?  If  all  courts  acted  on  that 
sound  principle,  perhaps  civiliza- 
tion would  begin  to  return  to  this 
country. 

WARNER  &SWASEY 


Warner  &  Swasey's  G.  A.  Gray  subsidiary, 
Cincinnati,  Ohio,  has  developed  a  totally  new 
machine  tool  —  the  Vertical  Turning  System. 
A  versatile  high  production  machine  system, 
the  numerically  controlled  VTS  contours, 
bores,  faces,  turns,  threads  and  drills  parts 
up  to  42  inches  in  diameter,  21  inches  high. 
(Protective  guarding  removed  to  show 
machine  detail.) 


i  roductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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DONTBUY 
ANOTHER  M'CK 
BEFORE  YOU 


Do  you  know  what  your  trucks  are  really  costing  you? 

Not  only  in  your  initial  capital  investment,  and  fuel, 
maintenance  and  operation.  But  also  in  the  "hidden 
costs"  of  management  time,  accounting,  taxes,  regis- 
tration and  paperwork. 

These  fact-filled  books  can  give  you  new  insights 
into  transportation  economy.  In  "Your  $207,000  Truck" 
(the  second  annual  industry-wide  cost  study  available 
only  from  Hertz),  you'll  find  out  that  the  cost  of  owning 
and  operating  a  truck  over  a  5-year  period  is  more 
than  4  times  the  original  purchase  price.  And  you'll 
find  out  why.  You'll  find  out,  down  to  the  nearest  tenth 
of  a  cent,  how  much  it  can  really  cost  to  operate  a  typi- 
cal truck  fleet  and  how  that  figure  increases  each  year 
as  the  trucks  get  older. 

In  "Owning  or  Leasing?"  you'll  find  the  facts  about 
how  Hertz  Truck  Leasing  could  save  you  money  and 
free  up  capital  to  invest  in  your  business  instead  of 
the  trucking  business. 

And  then  you  just  might  agree:  It's  smarter  for  you 
to  lease  from  Hertz. 


and  more  companies  have  learned 
5  to  lease  from  Hertz  instead  of  own. 
out  the  facts."  Q  J 


%  Hertz  Truck  £ 


HERTZ  LEASES  FORDS  AND  OTHER  STURDY  TRUCKS. 

Hertz  Truck  Leasing    □  Please  □  Please  contact 
660  Madison  Avenue  send  me    me  to  discuss  a 
New  York  N  Y.  10021  your  truck  free  analysis  of  my 
booklets,   trucking  needs. 


Print  name. 


Title. 


Company. 

Address  

City  


.State  Zip. 
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The 
fastest  dupHcc^jc- 

intheX&fest. 

And  the  East.  And  the  North.  And 
the  South. 

The  Xerox  9200  Duplicating  System. 

Just  push  some  buttons  and  the  9200 
will  automatically  feed,  cycle,  reduce  and 
sort  a  virtually  limitless  number  of  complete 
sets  at  the  incredible  speed  of  2  pages  a 
second.  Which  means  it  can  get  a  lot  more 
done  in  a  lot  less  time. 

So  now,  everyone  in  your  office  can 
have  copies  of  multi-page  documents, 
proposals,  even  booklets  in  their  hands 
raster  than  ever  before. 

In  fact,  the  Xerox  9200  is  so  productive 
on  jobs  like  these  there  isn't  a  duplicator  in 
town  that  can  stand  up  to  it. 

Whether  it's  9  o'clock  in  the  morning 
or  high  noon. 

XEROX 


XEROX®  and  9200®  arc  trademarks  of  XEROX  CORPORATION 
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Cash,  For  Art's  Sake 


Without  great  national  fanfare, 
Emerson  Electric  advanced  $1  mil- 
lion to  the  St.  Louis  Art  Museum 
last  year,  getting  an  important 
building  project  off  the  ground. 
The  money  is  supposed  to  be  re- 
paid out  of  others'  pledges,  if  they 
come  in.  Meanwhile,  RCA  spread 
support  among  more  than  100  cul- 
tural institutions  throughout  the 
country  in  1976,  bringing  its  total 
contributions  over  the  last  decade 
to  $7  million.  GAF  Corp.  bought 
and  restored  WNCN,  New  York 
City's  only  24-hour  classical-music 
radio  station  (and  introduced  in- 
novative programming)  after  it 
had  spent  a  year  in  purgatory  as 
a  rock  station  under  other  own- 
ership. (You  can  imagine  the  grat- 
itude in  town. ) 

These  instances  are  just  the  tip 
of  an  increasingly  impressive  ice- 
berg. More  than  ever,  business  is 
contributing  both  money  and  exec- 
utive time  to  the  arts. 

The  Business  Committee  for  the 
Arts  (BCA)  was  founded  in  1967 
to  promote  just  such  public-spirit- 
ed cooperation,  and  this  year  its 
11th  annual  "Business  in  the  Arts" 
awards  honored  these  and  39  other 
corporations  for  their  efforts.  Since 
Forbes  magazine  is  cosponsoring 
the  awards  this  year  with  the 
BCA,  Publisher  James  Dunn  was 
on  hand  at  the  festivities,  held  June 
21,  at  the  Indianapolis  Museum  of 
Art.  With  him  were  BCA  Presi- 
dent Goldwin  A.  McLellan  and  re- 
tired Bristol-Myers  chairman  and 
BCA  member,  Gavin  K.  MacBain. 

Altogether,  42  companies  were 
honored  (their  names  are  listed  in 
the  advertisement  that  appears  on 
pages  94  and  95  of  this  issue).  Of 
the  42,  no  fewer  than  20  winners 
had  won  this  award  in  other  years. 
Atlantic  Richfield,  Philip  Morris 
and  New  York's  Consolidated  Edi- 
son were  back  for  the  fourth  time 
(Con  Ed  for  underwriting  and 
administering  an  opera  project  for 
New  York  schoolchildren;  the  oth- 
ers for  multiple  fundings  of  various 
cultural  projects).  Exxon,  Interna- 
tional Business  Machines  and  Mo- 
bil each  were  six-time  winners. 

In  1967,  the  year  the  BCA  was 
founded,  corporate  contributions  to 
the  arts  totaled  only  $22  million. 
Last  year,  according  to  a  triennial 


survey  conducted  by  Touche  Ross 
and  commissioned  by  BCA,  the  to- 
tal was  up  to  $221  million,  and 
mounting.  That's  a  hefty  gain: 
1,000%! 

The  BCA  people  take  what 
they're  doing  very  seriously.  The 
tally  may  be  in  dollars  but  their 
aim  isn't.  Says  Awards  Adminis- 
trator Douglas  J.  Morrison:  "What 
survived  of  ancient  Rome  is  not  its 
trading  and  commerce,  but  its 
art.  A  civilization's  place  in  his- 


Award-givers  Include  (left 
to  right):  Vice  Chairman  Sar- 
noff;  President  McLellan 
and  Forbes'  Dunn. 


tory  is  secured,  at  least  in  part, 
by  its  art  and  culture.  The  cor- 
porations are  the  main  repository 
of  wealth  in  this  country,  and  will 
remain  so,  in  view  of  the  tax  struc- 
ture. So  we  are  here  to  catalyze 
the  partnership  between  business 
and  the  arts.  The  U.S.,  after  200 
years,  has  become  a  civilization  in 
its .  own  right,  and  we  want  to 
help  make  certain  that  its  place 
in  history  is  secured." 

Forbes'  concern  was  less  with 
the  eternal  than  with  the  quality 
of  life.  Said  Jim  Dunn:  "At  a  time 
when  business  is  coming  under  ev- 
erybody's scrutiny,  we're  glad  to  be 
calling  attention  to  one  of  the  quiet 
but  effective  ways  today's  respon- 
sible businessmen  are  helping  make 
our  society  more  livable."  ■ 
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Outfox 


ener 


crisis. 

No  five  passenger  car 
can  beat  the'77Audi  Fox  at  the  gas  pump. 


Based  on  the  latest 
EPA  estimates,  the 
Fox  5  passenger 
sedan  with  a  stan- 
dard shift  got  an  incred- 
ible 36  mpg  on  the  high- 
way and  24  mpg  in  the  city. 
(Your  actual  mileage  may 
vary  depending  on  how  and 
where  you  drive,  your  car's  condition  and 
optional  equipment.) 

And  the  Fox  gives  you  foxy  features  you  would  only  ex- 
pect to  find  in  a  high  performance  sportscar.  Like  fuel  in- 
jection, front-wheel  drive,  rack-and-pinion  steering, 
dual-diagonal  brakes,  negative  steering  roll  radius  system, 
torsion  crank  rear  axle.  And  foxy  response  (0-50  in  8.0  sec). 

The  77  Audi  Fox.  By  far,  the  leader  of  the  pack. 


DRIVE  ONE  OF  OUR  LEGENDS 

PORSCHE 

+AUDI 


Today  American  companies  need  more 
than  just  credit  availability  from  a  bank. 

Here's  how  the  people  at  First  Chicago  - 
a$19  billion  banking  corporation -are  bringing 
new  productivity  to  banking  relationships. 


The  growth  of  American  pro- 
ductivity is  on  the  decline.  The 
figures  are  alarming. 

In  the  25  years  following  World 
War  II,  annual  increases  in  produc- 
tivity declined  from  an  average  of 
3.4%  in  the  early  years  to  2.4%  more 
recently.  Then  came  1973,  and 
American  productivity  actually  de- 
creased during  seven  out  of  eight 
consecutive  quarters.  Recent  ad- 
vances have  been  less  than  in  ear- 
lier recoveries  and  have  managed 
to  restore  the  average  annual  in- 
crease in  productivity  since  1973  to 
no  more  than  a  discouraging  0.6% 
per  year. 

This  is  not  just  another  set  of 
figures.  There  is  no  other  statistic  in 
business  on  which  the  common- 
weal so  directly  depends. 


Richard  L.  Thomas, President 

"The  nation's 
productivity  is  the 
responsibility  of  all." 

"There's  a  prevailing  notion 
that  a  company's  productivity  is 
limited  to  blue  collar  operations. 
This  notion  is  patently  false,"  says 
Dick  Thomas,  President  of  First 


Chicago.  "Actually,  a  company 
productivity  is  determined  at  < 
level  of  operations,  in  the  boar 
room  as  well  as  in  the  billing  c 
partment,  in  regional  sales  offi 
as  well  as  on  the  factory  floor. 

"Productivity  is  not  just  a  c 
cept.  It  is  a  comprehensive  mi 
sure  of  how  well  a  company— 
whole  company— gets  things 
And  whether  you  produce  goc 
or  services,  no  other  single  me 
sure  reveals  so  much  about  yc 
company's  competitiveness  ai 
real  profitability. 

"America  has  achieved  it: 
place  in  the  world  because  of  i 
productivity.  At  First  Chicago 
believe  the  nation's  productiv 
the  responsibility  of  all— bank 
well  as  businesses,  people  as 


bvernment.  And  we're  firm  in 
(resolve  to  help  U.S.  companies 
lease  their  productivity  across 
x>ard  in  every  way  we  can." 


wporate  productivity. 
5  the  new  bottom  line." 

"In  times  past,  P/E  ratios,  earn- 
growth  rate,  or  earnings-per- 
e  were  considered  adequate 
sures  of  a  company's  vigor  and 
ntial,"  says  Homer  Livingston, 
i  enior  Vice  President  of  First 
;  ago.  'Today  we  look  for  more 
ific  measures.  We  analyze  cor- 
te  productivity.  Ifs  the  new 
>m  line. 

Public  and  private  programs 
:  inderway  to  devise  measure- 
ts  of  productivity  for  every 
ness  and  industry,  and  to 


weigh  the  many  factors  contribut- 
ing to  it— dollars,  energy,  raw  mate- 
rials, management  and  knowledge 
as  well  as  men  and  machines. 

"It  is  our  policy  at  First  Chicago 
to  do  our  utmost  to  supply  the 
funds,  services,  and  industrial  ex- 
pertise our  customers  need  to 
better  their  productivity  position. 
By  making  it  our  business  to  keep 
abreast  of  business  and  industry 
developments  across  the  nation, 
we're  able  to  bring  increased 
productivity  to  the  banking 
relationship." 

"Productivity  is 
competitiveness." 

"Around  this  bank  productivity 
is  more  than  just  a  concept,"  says 
Alvin  Johnson,  Senior  Vice  Presi- 
dent of  First  Chicago.  "When  you 
come  right  down  to  it,  productivity 
is  one  of  the  best  measurements  of 
a  company's  competitiveness  and 
ultimate  success.  And  we  work 
hard  to  help  you  increase  it. 

"We  can  help  you  increase 
your  company's  productivity  by 
providing  financial  expertise,  with 
a  staff  of  industry  experts  to  assist 
you  even  in  the  planning  stages- 
oilmen,  chemists,  or  engineers- 
turned-banker  who  know  financial 
and  productivity  trends  in  your  in- 
dustry inside-out,  nationwide, 
worldwide.  Next,  we  can  help  you 
increase  your  productivity  by  pro- 
viding the  capital  dollars  you  need, 
competitively  priced.  Then  we  can 
help  you  increase  your  productivity 
with  over  100  bank  services  specif- 
ically designed  to  do  so. 

"For  example,  for  one  of  our 
customers,  we  provided  a  $5 
million  loan  to  convert  an  idle 
warehouse  into  a  modem  meat 
processing  plant  with  350  employ- 
ees. That's  productivity.  For  another 
customer,  who  needed  ready  cash 
to  steal  a  march  on  his  competition 
at  an  important  land  auction,  we 
wired  to  him  $7  million  20  minutes 


after  his  loan  request  was  received. 
That's  productivity.  It's  competitive- 
ness, too. 

"At  First  Chicago  we're  going 
all  out  to  finance  a  boom  in  pro- 
ductivity. And  we're  committing 
our  financial  resources  and 
acumen  to  companies  bent  on 
achieving  solid  increases  in  pro- 
ductivity that  can  provide  real 
prosperity  fo. 


Alvin  C.  Johnson,  Senior  Vice  President 

We  have  the  dollars,  competi- 
tively priced.  We  have  the  industry 
experts.  We  have  over  100  bank 
services.  And  we're  determined  to 
do  our  utmost  to  help  increase 
productivity  in  America.  If  you're 
out  to  increase  the  productivity  of 
your  company,  we'd  like  to  work 
with  you.  Call  or  write  Jeffrey  Leeds, 
Office  of  the  President,  (312)  732- 
6405,  The  First  National  Bank  of 
Chicago,  One  First  National 
Plaza,  Chicago  60670. 


The  First  National  Bank  of  Chicago  has 
installations  in: 

North  America:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles:  Mexico  City; 
New  York;  San  Francisco;  Toronto.  Europe: 
Amsterdam;  Antwerp;  Athens;  Bristol; 
Brussels;  Cardiff;  Channel  Islands;  Dublin, 
Dusseldorf;  Edinburgh;  Frankfurt;  Geneva 
Leicester;  London;  Madrid;  Milan,  Munich 
Newcastle;  Paris;  Piraeus;  Rome;  Rotter- 
dam; Stockholm;  Warsaw.  Middle  East: 
Abu  Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah; 
Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Bogota;  Caracas;  Guatemala 
City,  Panama  City;  Sao  Paulo.  Caribbean: 
Bridgetown;  Ocho  Rios;  Cayman  Islands, 
Kingston;  Montego  Bay,  Port-au-Prince. 
Asia:  Bangkok;  Hong  Kong;  Jakarta; 
Seoul;  Singapore;  Tokyo.  Pacific:  Manila; 
Melbourne;  Sydney.  ©197  7.  The  First 
National  Bank  of  Chicago.  Member  FDIC 


FirstChicago 

The  Productivity  Bankers 


Find  out 
why  Surprising 
St.  Petersburg, 
Florida  is 
"One  off  Americans 
ten  most 
livable  dties."* 

For  business,  industry  and  people. 


end  for  the  in- 
formation 

kit  with 
everything 
you  need  to 
know  about 
moving  your 
business,  estab- 
lishing a  branch 
office  or  new 
corporate  headquarters 
in  St.  Petersburg. 
In  cooperation  with  the  Division  of  Economic 
Development,  Florida  Department  of  Commerce 
Xccording  to  the  CHRISTIAN  SCIENCE  MONITOR 


Economic  Development  Coordinator 

City  of  St.  Petersburg 

P.O.  Box  2842    Dept.  FM-7-77 

St.  Petersburg,  Fl.  33731 

Name  


Title  

Company  Name 

Address  

City  

State  


Zip. 


Phone 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Washington 


Disarming 

The  recent  Soviet  weapons  buildup 
has  arms  controllers  worried  and  the 
Pentagon  running  to  Capitol  Hill  in 
search  of  funding  for  more-advanced 
veapons  systems.  But  Defense  Secre- 
ary  Harold  Brown  perceives  the  So- 
viet actions  less  as  a  military  threat 
than  as  an  economic  necessity.  The 
former  president  of  the  California  In- 
stitute of  Technology  recently  told  re- 
porters: "Soviet  manpower  is  so  spe- 
cialized that  the  government  may  not 
have  anything  else  for  those  workers 
to  do  but  keep  them  churning  out 
weapons." 


Foreign 


Holy  Hotel 

The  stories  that  businessmen  re- 
turning from  Arab  countries  tell  about 
the  difficulties  in  finding  hotel  rooms 
there  are  nothing  compared  with  the 
problems  that  Pan  Am's  Interconti- 
nental Hotel  chain  faced  in  construct- 
ing one  of  the  Mideast's  luxury  hotels: 
the  Mecca  Intercontinental,  a  215- 
room  hostelry  designed  to  resemble  a 
Bedouin  encampment.  Mecca,  as  the 
religious  capital  of  the  Moslem  world, 
is  off  limits  to  non-Moslems.  So,  In- 
tercontinental had  to  station  its  con- 
struction engineers  and  project  super- 
visors (all  Westerners)  on  the  out- 
skirts of  the  city,  where  they  watched 
the  building's  early  progress  on 
closed-circuit  television  and  relayed 
instructions  to  Arab  work  crews  by 
walkie-talkie  and  telephone. 


Business 


Half  The  Fun 

If  governmental  approval  is  received 
on  schedule,  by  next  fall  Braniff  Inter- 
national will  be  offering  U.S.  travelers 
their  first  opportunity  to  fly  the  super- 
sonic Concorde  airliner  without  leav- 
ing the  country— though  not  at  super- 
sonic speeds.  Air  France  and  British 
Airways  have  agreed  to  allow  Braniff 
to  operate  the  Concorde  between 
Washington  and  Dallas/ Fort  Worth 
as  an  extension  of  their  flights  to  Paris 
and  London  from  the  U.S.  capital.  The 
basic  idea  is  to  allow  a  traveler  to  go 
from  Texas  to  Europe  without  chang- 
ing planes,  but  Braniff  also  intends  to 
carry  strictly  domestic  passengers  on 
its  portion.  While  the  same  premium 


prices  will  apply,  Braniff's  pilots  will 
have  to  keep  the  powerful  engines 
throttled  down  to  about  half  the  nor- 
mal cruising  speed  to  avoid  dragging 
sonic  booms  across  the  landscape. 
Nevertheless,  the  needle-nosed  craft 
will  still  cut  some  20  minutes  off  the 
normal  2M  hour  flight. 

Crisis  Crier 

Chilling  news  for  New  Yorkers:  A 
new  monthly  magazine  devoted  sole- 
ly to  New  York's  financial  crisis  is  be- 
ing published  by  the  Center  for  New 
York  City  Affairs  of  the  New  School 
For  Social  Besearch.  Called  the  Fiscal 
Observer,  the  magazine  will  inform 
legislators,  government  officials  and 
the  financial  community  of  the  myriad 
meetings,  reports  and  high  hopes 
uttered  about  New  York's  future.  Sup- 
ported by  business  and  financial  in- 
stitutions, including  the  Bockefeller 
and  Ford  foundations,  the  Fiscal  Ob- 
server costs  nonprofit  groups  $47  a 
year,  others  $467. 

Buy  A  Piece  Of  The  Action 

Fasig-Tipton  Kentucky,  the  horse 
auctioneers  who  brought  Derby  win- 
ner Bold  Forbes  and  Triple  Crown 
winner  Seattle  Slew  to  the  block,  is 
holding  its  annual  summer  yearling 
sale  on  July  15  and  16.  Considered 
an  alternative  to  the  expensive  Keene- 
land,  Ky.  summer  sale,  Fasig-Tipton 
has  still  managed  to  produce  all  the 
winners  for  the  classic  Triple  Crown 
races  in  1976  and  1977.  The  three 
winners— Bold  Forbes,  Elocution  and 
Seattle  Slew— were  originally  pur- 
chased for  a  combined  total  of 
$47,700,  far  less  than  the  average 
price  for  a  single  Keeneland  yearling. 
Fasig-Tipton  expects  an  average  price 
of  $20,000  for  the  177  colts  and  155 
fillies  listed  in  this  year's  catalog. 
Even  that's  quite  a  jump  from  1974, 
when  the  42  yearlings  then  sold  for  a 
mere  $9,510  average.  This  year's  crop 
represents  the  progeny  of  the  top  U.S. 
sires  and  should  attract  a  crowd  of 
3,000  to  4,000  potential  bidders. 

Ford  Foils  Thieves 

A  new  Ford  is  no  longer  the  car 
thieves'  delight,  reports  the  National 
Auto  Theft  Bureau,  a  trade  group 
supported  by  500  insurance  firms. 
Though  Ford  has  accounted  in  recent 
years  for  only  about  25%  of  new-car 
sales,  new  Fords  made  up  40%  to  50% 
of  the  stolen  new-car  market  (the  do- 
main of  professional  car  thieves).  But 
a  complete  redesign  of  locking  mech- 
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The  smoker's  guide 

to  * 
low-tar  cigarel 


With  all  the  controversy  about  smoking  going  on,  lots  of  smokers  are  deciding 
to  switch  to  low-tar  cigarettes. 

But  which  low-tar  cigarette  should  a  switcher  switch  to? 
Well,  here's  an  easy  guide  to  follow. 

First,  there  are  those  so-called  new  cigarettes  claiming  scientific  breakthrough 
and  hyped-up  flavor.  Unfortunately  there's  nothing  very  revolutionary  about  the 
way  they  taste. 

Next  there  are  those  brands  that  promise  nothing  but  low-tar  numbers. 
They  're  fine  if  low  numbers  are  all  you  want.  Because  their  scientific  filters  work  so 
well,  they  filter  out  most  of  the  taste. 

Fortunately  there  is  an  alternative. 
Vantage.  The  low- tar  cigarette  that's 
different  from  all  the  others. 

From  the  very  beginning  Vantage 
was  designed  to  deliver  flavor  like  a 
full-flavor  cigarette  with  less  tar  than 
95%  of  all  cigarettes.  So  forget  all  those 
empty  promises  and  go  with  the  real 
flavor  of  Vantage. 

It  will  probably  turn  out  to  be  the 
only  low-tar  cigarette  you'll  enjoy. 


VANTAGE 


Regular,  Menthol,  1 1  x  W 
and  Vantage  100's.  ' \. 


Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


S  TOBACCO  CO 


FILTER  10  mg.  "tar",  0.7  mg.  nicotine,  MENTHOL  11  mg."tar" 
0.7  mg.  nicotine,  av.  per  cigarette,  FTC  Report  DEC.  76; 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette,  by  FTC  method. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE  '  June  15-  1977 

2,000,000  Shares 

Continental  Telephone  Corporation 

Common  Stock 


Price  $17,125  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc.  Drexel  Burnham  Lambert 

Incorporated 

Bache  Halsey  Stuart  Inc.  The  First  Boston  Corporation 

Blyth  Eastman  Dillon  &  Co.         Dillon,  Read  &  Co.  Inc.         Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Goldman,  Sachs  &  Co.       Hornblower,  Weeks,  Noyes  &  Trask        Kidder,  Peabody  &  Co. 

I  ncorporaied  I  incorporated 

KuhnLoeb&Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 


Loeb  Rhoades  &  Co.  Inc.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.           Salomon  Brothers 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.            White,  Weld  &  Co. 

Incorporated  Incorporated 

Dean  Witter  &  Co.  The  Robinson-Humphrey  Company,  Inc. 

Incorporated 

Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker 


Incorporated 


The  Southern  Company  has  all 
four  resources. 

The  management.  The 
technology.  The  investors.  And 
the  fuel. 

The  fuel  is  coal.  Coal  is  the  most 
plentiful  fossil  fuel  in  America.  And 
The  Southern  Company  is  using  it. 

The  Southern  electric  system 
produces  more  than  80  percent  of  its 
output  from  coal.  Less  than  10 
percent  depends  on  gas  and  oil. 
Even  that  dependence  will 
decrease  with  the  addition  of 
nuclear  facilities. 

The  Southern  Company  has  the 
other  three  resources,  too. 

Our  technological  experts  are  at 
work  pioneering  the  development 
of  solvent  refining  —  removing 
pollutants  from  coal  before 
it's  burned. 


The  systems  management  is 
continually  looking  for  new  cost- 
and  energy-saving  techniques 
which  could  help  customers  reduce 
their  electric  costs.  Introducing  new 
energy-efficient  home  building 
concepts  is  only  one  example. 

And  The  Southern  Company  has 
the  bottom-line  resource  —  over 
294,000  common  stockholders. 
Investment  dollars  like  theirs  help 
build  the  facilities  for  the  customers 
of  the  four  operating  companies: 
Alabama,  Georgia,  Gulf,  and 
Mississippi  power  companies. 

The  Southern  Company.  The 
company  with  the  resources  to 
meet  the  demands  of  the 
Electric  Economy. 

The  Southern  Company 

P.O.  Box  720071 

Atlanta,  Georgia  30346 


Southern  Company 


the  southern  electric  system 

Alabama  Power  Company 
Georgia  Power  Company 
Gulf  Power  Company 
Mississippi  Power  Company 
Southern  Company  Services,  Inc. 


"Kodak  showed  us  how 
to  save  $50,000 a  month  on 
computer  reports!9 


Those  are  the  savings  reported  by  a  major 
West  Coast  bank  we  at  Kodak  helped  get  started 
in  computer  output  microfilming. 

This  is  not  an  isolated  example.  Two  years 
ago,  following  a  Kodak  proposal,  a  midwestern 
insurance  company  installed  a  COM 
Now  they're  saving  $114,000  a  year. 

You  already  know  you  save 
money  with  Kodak  microfilm. 
But  in  cases  like  these,  we're 
talking  about  a  Kodak  contribution 
that  can  have  a  real  impact  on  an 
organization's  profitability. 


Ask 
us 


To  make  this  kind  of  progress  in  your 
organization  takes  your  determination  to  seek 
better  answers.  The  sooner  you  ask  us,  the 
sooner  we  can  help  with  an  in-depth  Proposal. 
If  you've  already  received  a  Kodak  Proposal, 
why  not  act  on  it  now  and  start  saving. 

Write  on  your  letterhead  to 
D.  W.  Storey,  Eastman  Kodak 
Company,  Department  DP7638, 
Rochester,  New  York  14650. 

What  you're  saving 
now  with  microfilm 
is  only  the  beginning. 
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anisms  in  all  Fords  produced  since 
April  1976  reduced  new  Ford  thefts 
last  year  by  at  least  15%  and  was  a 
major  factor  in  a  total  auto  theft  de- 
cline of  6%.  Ford  says  its  lock  changes 
—which  include  a  new  door-locking 
button  that  is  much  harder  to  lift 
through  a  crack  in  the  window— have 
also  nearly  eliminated  spare-tire  thefts. 
Ford  expects  1977  to  show  still 
greater  improvement,  since  its  entire 
output  for  this  year  will  carry  the 
new  locks. 

Make  Your  Own  Environment 

The  environment  may  be  responsi- 
ble for  up  to  90%  of  human  cancers, 
says  an  editorial  in  the  April  1977 
issue  of  the  Journal  of  the  National 
Cancer  Institute,  but  people  common- 
ly misconceive  what  is  meant  by  the 
term  "environment."  There  is  no  evi- 
dence, says  the  Journal,  that  urban  air 
pollution  increases  the  risk  of  lung 
cancer;  nor  are  water  pollution,  food 
additives  or  toxic  chemicals  in  the 
workplace  major  factors  in  the  likeli- 
hood of  developing  the  disease.  So 
what  are  the  major  factors?  Improper 
nutrition,  cigarette  smoking  and  ex- 
cessive alcohol  consumption— all  pre- 
ventable by  the  exertion  of  self-dis- 
cipline. A  change  for  the  better  in 
those  areas  of  the  environment  could, 
the  editorial  estimates,  prevent  75% 
to  90%  of  all  environmentally  caused 
cancers. 

Offices  Without  Walls 

Weyerhaeuser  Co.  was  one  of  the 
earliest  to  do  it,  in  1971,  in  its  head- 
quarters office  building  between  Ta- 
coma  and  Seattle.  But  by  1980  it  is 
expected  that  45%  of  all  office  con- 
struction in  the  U.S.  will  be  designed 
along  the  open-landscape  model,  sub- 
stituting work  station  modules  for  con- 
ventional rectangular  desks  and  im- 
movable walls  and  fixtures.  Last  year 
some  $400  million-roughly  37%  of  the 
$1.1  billion  spent  on  metal  and  wood 
office  furniture— went  for  modular 
units  and  sound  and  privacy  screens. 
Leading  the  way  are  the  larger  com- 
panies, which  apportion  half  again  as 
much  of  their  office-furnishing  budget 
for  modular  equipment  as  do  smaller 
companies.  Not  only  are  the  building 
costs  cheaper  ($35  per  square  foot, 
vs.  roughly  $45  for  "walled"  construc- 
tion), but  it  frees  15%  more  floor 
space.  And  the  offices  can  easily  be 
rearranged  to  accommodate  the  in- 
evitable changes  in  personnel  and 
work-flow  requirements.  ■ 


A  f  tank  discussion 
of  franchising  today. 

A  last  outpost  for  the  independent  businessman  today  is 
the  franchise  business.  It  gives  him  the  opportunity  to  put  his 
personal  stamp  on  a  profitable  enterprise,  while  at  the  same  time 
offering  him  the  security  of  proven  product  and  methods  of 
operation. 

But  franchising  also  offers  splendid  opportunities  for 
diversification  and  an  extremely  favorable  rerun:  on  investment  to 
investor  groups  or  companies. 

Fortunately,  the  exploding  franchise  business  is  no  longer 
a  morass  of  offers  and  "chances  of  a  lifetime"  which  are  difficult  to 
evaluate.  Franchisees  are  no  longer  persuaded  by  surface  factors 
such  as  a  name  or  personality,  neglecting  to  investigate  the  more 
important  and  fundamental  aspects  of  the  business. 

With  franchising,  as  with  any  other  endeavor,  the  results 
achieved  are  ultimately  only  as  good  as  the  product  being  sold.  No 
amount  of  glamour  or  fanfare  can  disguise  an  inferior  product;  it 
may  only  hasten  its  demise. 

To  achieve  true  growth  and  true  profit,  one  must  begin 
with  a  fine  product,  and  grow  with  it,  utilizing  expert  planning, 
research  and  testing  every  step  of  the  way  to  compete  in  an 
evermore  competitive  market. 

We  firmly  believe  that,  whatever  the  competition,  there's 
always  a  market  for  a  truly  fine  product.  One  that  is  properly 
promoted  to  the  consumer  via  a  fully  integrated  marketing 
program.  We  are  proving  this  every  day  with  Golden  Skillet  Fried 
Chicken.  Of  all  the  products  in  the  fast  foods  business,  none  strives 
so  consistently  to  be  superior  as  this. 

We  believe  that  our  Golden  Skillet  franchise  business  is  a 
solid  opportunity  for  serious  investors  or  groups,  for  those  who 
seek  an  opportunity  to  associate  with  a  superlative  product  and 
grow  as  it  grows,  either  operating  a  specified  number  of  units  or 
having  exclusive  rights  to  develop  a  chain  of  outlets  within  a  given 
territory. 

We  are  looking  for  intelligent,  able  businessmen  or 
expansion-minded  companies  to  associate  with  Golden  Skillet; 
people  who  demand  a  substantial  return  on  investment  dollars. 

Because  with  our  franchisees,  as  with  our  product,  we 
believe  that  quality  tells. 

Mail  to:  Golden  Skillet  Companies 

5905  West  Broad  Street,  Richmond,  Virginia  23230 
Or  call  (804)  288-3253 

Attn.  Mike  Thompson,  Director  of  Franchise  Development 
Please  send  me  your  franchise  information. 

Name  


Occupation. 

Address  

City  

Phone 


.State. 


.Zip. 
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We  like  flying747s 
as  much  as  you  do. 


•  ✓AfV  AM 


t    f  IIIIIM 


The  all 747airline  across  the  North  Atlantic  and  Pacific. 


According  to  the  most  recent  survey  by  the  Airline  Passengers  Association*  an  overwhelming 
majority  of  world  travelers  who  answered  chose  the  747  as  the  plane  they  most  preferred  to  fly. 

According  to  the  same  survey,  Pan  Am  was  the  airline  they  most  preferred  to  fly,  when 
traveling  abroad. 

Maybe  it's  that  Pan  Am  flies  more  747s  to  more 
places  in  the  world  than  any  other  airline.  ~  Americas  airline  tothe  world. 


See  your  travel  agent. 

1975  survey  results  are  based  on  a  17.000  mailing  to  A.P.A.  members  with  4,061  respondents  to  the  questionnaire. 


Readers  Say 


Desire  And  Cost 

Sir:  Re  "Medical  Technology:  Too 
Much  Of  A  Good  Thing?"  (June  1 ) . 
The  nation  is  caught  between  the  no- 
ble objective  of  providing  exemplary 
medical  care  for  all,  and  the  realiza- 
tion that  we  have  neither  the  econom- 
ic nor  the  human  resources  to  do  the 
job.  If  we  attempted  to  make  avail- 
able to  everyone  the  standard  of  care 
now  offered  to  corporate  executives, 
the  result  would  be  chaos.  If  the  pub- 
lic expects  ideal  health  care,  it  is  go- 
ing to  have  to  pay  the  bill.  Either  we 
are  going  to  have  to  make  more  mon- 
ey and  more  people  available,  or  we 
are  going  to  have  to  talk  less  about 
the  "right"  to  health  care  and  more 
about  the  rational  allocation  of  our 
resources.  Unfortunately,  there  seems 
to  be  little  possibility  of  a  sensible 
public  dialogue  on  this  matter  in  the 
foreseeable  future. 

-Robert  D.  Gillette,  M.D. 

Toledo,  Ohio 

Sir:  If  stringent  controls  are  to  be 
placed  on  the  amount  of  revenue  al- 
located to  health  care,  the  day  will 
fast  approach  when  someone  (a  bu- 
reaucracy?) will  have  to  make  hard 
decisions  as  to  just  who  receives  such 
treatment  as  cardiac  surgery  or  renal 
dialysis. 

—David  Vande  Vusse 
Eaton  Rapids,  Mich. 

Sir:  Health  Systems  Agencies  are 
local,  nonprofit  corporations  which  re- 
ceive federal  financial  support.  It  is 
State  Health  Planning  and  Develop- 
ment Agencies  (SHPD  As)—  official 
agencies  of  the  state  government— 
that  approve  or  disapprove  proposed 
capital  improvements  by  hospitals  and 
other  health  care  institutions.  HSAs 
may  make  recommendations  to  the 
SHPDA.  They  may  appeal  SHPDA 
decisions. 

-Jack  V.  Roijd 
Director, 

Okla.  Health  Planning  Commission 
Oklahoma  City,  Okla. 

We're  Doing  Well,  Too 

Sir:  Your  well-deserved  article  on 
Southern  Living  (June  15)  contained 
inaccurate  comparison  to  Sunset  mag- 
azine: Our  circulation  continues  to 
double  the  rate  of  western  U.S.  popu- 
lation growth,  increasing  26%  over  the 
past  five  years,  vs.  10%  for  western 
population;  circulation  has  been  a  ma- 
jor profit  center  for  us  since  1938.  Our 
1977  advertising  is  up  20%  in  reve- 


nues, 11%  for  pages;  balance  of  year 
looks  even  better.  Profits  are  very 
strong  and  it's  likely  1977  will  be  a 
record  vear. 

-L.W.  (Bill)  Lane  Jr. 
Chairman  and  Publisher, 
Lane  Publishing  Co. 
Menlo  Park,  Calif. 


Right  Description 

Sir:  In  your  table  of  mining  equip- 
ment manufacturers  ( June  1 )  you  do 
not  list  Ingersoll-Rand  as  a  continuous 
mining  machine  manufacturer,  where- 
as year  after  year  we  are  number  one 
or  two  and  have  more  machines  op- 
erating than  any  other  manufacturer. 

-W.L.  Wearly 
Chairman, 
Ingersoll-Rand  Co. 
Woodcliff  Lake,  N.J. 


For  The  Hacker 

Sir:  It's  easy  to  understand  why 
Howard  Head  is  going  to  strike  again 
(June  1).  No  doubt  about  it,  there 
are  more  than  200,000  hackers  who 
execute  a  backhand  the  way  he  does. 
Which  explains  why  a  tennis  racket 
with  a  bigger  sweet  spot  is  needed. 

—Lawrence  Steinberg 
Scarsdale,  N.Y. 


Indelible  Stamp 

Sir:  Re  "Legalizing  Ballot  Box 
Stuffing"  (Fact  and  Comment,  June 
1).  Why  not  have  a  simple  identifi- 
cation card  for  use  in  voting,  and  after 
you  have  voted  let  them  stamp  your 
wrist  with  an  indelible  stamp  to  show 
you  have  voted?  That  would  cut  or 
limit  you  to  one  vote,  unless  you  want- 
ed to  spend  half  a  day  rubbing  the 
stamp  off  in  order  to  vote  again.  Hard- 
ly worthwhile. 

—Herbert  E.  Smaridge 
Winter  Park,  Fla. 


Wake  Up,  Businessman 

Sir:  In  "Take  Back  Your  Mink  .  .  ." 
(May  15),  you  state,  "Then  a  real 
villain  popped  up  in  the  late  Sixties 
and  early  Seventies.  Outspoken  ecolo- 
gists, Cleveland  Amory  in  the  fore- 
front, launched  a  drive  against  what 
they  regarded  as  cruel  methods  of 
trapping  animals,  and  made  the  wear- 
ing of  furs  seem  like  a  crime  against 
nature."  Those  of  us  who  are  profes- 
sional ecologists  are  in  favor  of  trap- 
ping and  making  use  of  the  hides  of 
furbearing  mammals.  This  proper  use 
of  an  important  natural  resource  is 
important  to  the  participants  and  the 
economy.  Ecologists  and  businessmen 


Spray  Away  Costly 
Roof  Maintenance 


The  modern  R andustr ial ®  Roof  Spray 
System  is  the  most  economical  method  of 
maintaining  industrial  roofs.  Contractors  are 
not  required.  sur  unskilled  men,  using  our 
equipment  and  know-how,  waterproof  your 
roofs  for  about  6£  per  square  foot,  includ- 
ing labor.  Let  us  show  you  our  new  4  min- 
ute, full  color  movie  which  details  the 
process.  Also  send  for  a  copy  of  our  Free  64 
page  Maintenance  Catalog.  Just  fill  out  the 
coupon  below  and  mail. 

□  Show  me  your  color  roofing  movie 
Q  FREE  64  page  Maintenance  Catalog 

Name    

Title  

Company  

Add  ress___  

C.\ty   


State,  Zip_ 
Phone  No.. 


(area  code)  (number) 


RSgrjl  Randustrial® 
I  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


INVESTMENT  OPPORTUNITIES 
TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  112-113 
of  this  issue  for 

CLASSIFIED 
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Keys  to  the  world's 
executive  suites. 


With  competition  for  business  on  a  global 
scale,  the  decision-makers  you  want  to  reach 
are  as  likely  to  be  in  Singapore  as  in  Seattle. 

And  the  keys  for  reaching  them  around 
the  country  and  the  globe  are  on  a  Western 
Union  Telex  or  TWX®  teletypewriter. 

Multiple  message  machine. 

In  the  past,  Telex  and  TWX  were  simply 
reliable,  low-cost  ways  of  communicating  in 
writing  from  one  location  to  another. 

But  today,  Telex/TWX®  lets  you  launch 
identical  messages  by  the  hundreds  or  thou- 
sands about  plans,  products,  prices  and  events. 

One  thing  that  hasn't  changed  much  is 
the  price.  It's  still  low.  And  big  savings  are 
possible  on  certain  types  of  simultaneous 
transmissions  to  multiple  terminals. 

Electronic  Mail. 

Today's  Telex/TWX  directory  reads  like  a 
"who's  who"  of  business.  The  Telex/TWX 
network  links  you  to  154,000  terminals  in 
North  America  and  720,000  worldwide- 
plus  any  home  or  office  in  the  U.S.  through 
Western  Union's  public  message  networks. 

As  part  of  our  Electronic  Mail™  communi- 
cation services,  Telex/TWX  lets  you  send 
Mailgram®  messages  for  overnight  delivery. 

You  can  also  send  domestic  Telegrams 
and  International  Telegrams  from  your 
terminal  at  substantial  savings. 


With  Telex/TWX  equipment,  you  can  communicate 
quickly  and  economically  around  the  world. 


Many  new  services. 

Your  salesmen  can  telephone  reports  to 
Western  Union  from  anywhere,  anytime  and 
have  them  delivered  to  you  in  writing  via 
Telex  or  TWX. 

We  can  pre-store  your  frequently  used 
addresses  and  save  hours  of  typing  when  you 
send  multiple  messages.  You  can  also  inter- 
connect your  computer  to  Telex  and  TWX. 
You  can  even  get  news  bulletins  and  special 
reports  on  your  teletypewriter. 

For  our  new  Telex/TWX  brochure,  write: 
Boyd  Humphrey,  Western  Union  Corporation, 
One  Lake  Street,  Upper  Saddle  River, 
New  Jersey  07458.  ■  ■  ■  ■  ■ 

Or  Telex:  12452.  J™  "|" 


Western  Union. 
The  fastest  way  to  get  the  word  around, 


)  WESTERN  UNION  CORPORATION  197? 


orate  Tie 


hat  Belongs 

You'll  find  us  hanging  out  in  all  the  best  <§s| 
clubs. ..  because  Blue  Chip  Executives  pre-  ^ 
fer  neckwear  designed  and  woven  by 
Corporate  Fashions.  We  have  to  be  good  B 
to  carry  the  emblems  of  Top  500  com- 
panies like  Reynolds,  Boeing  and  i$ 
Liggett  G  Myers.  Write  us  for  more  infor-      _^  ^ 
mation  arid  prices. 

CorporateFashions 

P.O.  Box  80523.  Seattle,  WA 

Division  of  Ql&ll  irtNlft®  leaders  in  fashion  neckwear  since  1907. 


AVarnotl  s  ESSEX  HOUSE 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers. 
But  they're  more  favorably  im 
pressed  by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 


Marriotts. 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstaying  at  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 
want  to  write  us 
your  own  fan  letter! 


o„Ce„,ra,Pa,k  ESSEX  HOUSE 

New  York's  Grand  Hotel 

760  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


Readers  Say 


can  work  together  for  the  good  of  the 
country.  If  businessmen  were  half  as 
smart  as  they  think  they  are,  they 
would  be  using  environmental  infor- 
mation for  their  own  good. 

—Fred  E.  Hart  man 
Jonestown,  Pa. 

No-Shows 

Sir:  Re  your  four-liner  concerning 
the  no-show  situation  with  the  airlines 
{Fact  and  Comment,  May  1) .  Noth- 
ing would  please  the  airlines  more 
than  not  to  overbook.  However,  with 
a  no-show  factor  reaching  20%  (far 
beyond  most  businesses'  profit  margin) 
there  is  no  alternative.  As  you  indi- 
cated, this  could  be  remedied  to  a 
large  extent  by  no-shows  paying  a 
penalty. 

— E.E.  Tourtellotte 
Public  Relations  Manager,  U.S.A., 
Air  France 
New  York,  N.Y. 

Sir:  I  cannot  understand  the  air- 
lines' imaginary  problem  with  no- 
shows.  Any  motel /hotel  proprietor 
worth  his  salt  solved  this  problem 
years  ago.  Reservations  can  be  made 
without  advance  payment  but  are  au- 
tomatically canceled  if  you  haven't 
checked  in  by  a  particular  hour. 
Guaranteed  reservations  also  can  be 
made  by  prepayment  or  credit-card 
charge,  but  if  you  fail  to  show  up 
either  your  payment  is  forfeited  or 
your  credit-card  account  is  charged. 
The  identical  procedure  could  be  used 
by  airlines. 

—Richard  G.  Devancy 
Kingsport,  Torn. 

Those  Young  Smarties 

Sir:  Your  comment  "The  only  thing 
worse  than  a  smart  kid  is  a  dumb 
one"  (Fact  and  Comment,  June  1) 
should  have  read,  "The  only  thing 
worse  than  a  dumb  kid  is  a  smart 
one."  I  am  fed  up  with  today's  young 
"smarties"  who  have  no  experience 
but  all  the  answers. 

—Brooke  E.  Allen 
Maj.  Gen.  USAF  (Ret.), 
Washington.  D.( 

Sir:  As  the  father  of  four  sons  it's 
been  my  unhappy  experience  to  find 
that  the  students  labeled  "unbright" 
are  ignored  in  favor  of  the  "bright" 
students  who  are  easier  (less  work) 
to  teach.  It's  the  "unbright"  students 
who  make  it  in  spite  of  teachers  who 
can't  teach  better. 

—David  S.  Bennett 
Minneapolis,  Minn. 
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Pioneering  the  last  frontier. 

Alaska.  Space. 

RCA  is  pioneering  in  both  to  meet  the  urgent  communications 
needs  of  the  fastest-growing  state. 

RCA  Alaska  Communications  provides  satellite  communica- 
tion services  for  monitoring  operation  of  the  trans  Alaska  oil  pipeline, 
linking  remote  Alaskan  Native  villages,  and  bringing  live  national 
network  news  and  major  sports  events  to  cities. 

Domestic  satellite  communications  are  expected  to    ow  at  a  rate 
of  more  than  50  percent  annually.  In  this,  as  in  other  grow    :  ndustries, 
RCA  has  played  a  pioneering  role.  We  started  network  broao  ;a  .ting, 
introduced  television  -first  black  and  white  and  then  color.  ..am  we've 
built  more  than  60  successful  satellites  since  1958. 

Frontiers  are  familiar  territory  to  us. 


ITtT 
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The  electrician  in  the  picture  is  installing  copper  building  wire 
in  a  new  house.  The  owner,  architect  and  builder  chose  copper— not  a 
substitute-because  copper  is  unbeatable  as  a  conductor  of  electricity, 
is  easy  to  work  with,  tough,  long-lasting,  and  above  all  safe. 

With  copper,  people  take  such  competitive  advantages  for 

granted.^  ^  building  a  house,  factory,  school,  office  building, 

or  practically  anything  else  today,  you  should  keep  in  mind  a  few 
other  facts  about  copper— and  take  additional  comfort  from  them: 

•  America  can  supply  virtually  all  of  its  copper  needs— all  the 
copper  you  could  want.  We  are  not  at  the  mercy  of  foreign 
suppliers.  (Seven-eighths  of  the  aluminum  Americans  use  is 
produced  from  imported  raw  material.)  £ 

•  With  energy  shortages  looming  and  costs  rising,  remember  that 
copper  takes  comparatively  little  energy  to  produce-pound  for 
pound  less  than  half  of  the  amount  required  for  aluminum,  for 

example.  .        f  r 

•  Over  40%  of  America's  copper  needs  are  met  through  recycling 
copper  scrap.  And  copper's  salvage  value  has  more  than  doubled 
over  the  last  25  years. 

If  you're  faced  with  a  decision  between  copper  and  a  substitute, 
write  or  call  us.  There's  nothing  we'd  like  better  than  to  shed  some 
light  on  the  subject.  -      m  _ 

phElps 


dodge 

MM  30C 


300  Park  Avenue,  New  York,  NY  10022 


Today,  more  than  ever,  there's  no  real 
b^titute  for  copper. 


You  can  lease  almost  anything  in  the  world  through 

Bank  of  America. 


Power  plants,  mining  facilities, 
chemical  plants,  construction 
equipment,  computers,  rolling 
stock,  tankers,  oil  n3s,  one  air- 
craft or  a  whole  fleet— you  can 
lease  these  ai  id  almost  anything 
else  from  bank  of  America  or 
any  one  of  its  leasing  subsidiaries. 

Just  name  it,  and  we  can 
tailor  a  lease  plan  for  your  specific 
project.  We  can  use  our  vast 
financial  resources  to  finance 
capital  equipment  representing 
investments  of  almost  any 
amount,  almost  anywhere  in  the 


world.  We've.been  doing  it  for 
our  clients  for  years.  And  now 
we're  in  a  better  position  than 
jver  to  provide  the  most  complete 
equipment  financing  services 
you'll  find  anywhere. 

For  instance,  we  can  tailor 
leveraged  or  non-leveraged 
leases  to  your  specific  needs.  We 
have  the  resources  to  make 
major  equity  commitments  to 
assure  completion  of  your  project. 
We  can  write  non-tax-oriented 
leases  and  cover  sale  and  lease- 
back needs. 


In  fact,  no  matter  how  com- 
plicated your  plans  are,  we  have 
the  facilities,  experience  and 
expertise  to  develop  a  leasing 
program  that  can  be  of  benefit 
to  you. 

For  more  information  about 
lease  programs  of  all  types,  call  our 
leasing  representative  in  your  area. 
San  Francisco-(415)  622-6280; 
Los  Angeles-(213)  683-4934; 
Mew  York-(212)  486-8300; 
Chicago-(312)  876-7254; 
Houston-(71 3)  651  -4900. 


BANKof  AMERICA 


Bank  of  America  nhsa  member  fdic 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHAT  WOULD  BE  SO  CATASTROPHIC 


about  eliminating  Saturday  mail  deliveries? 

It  would  save  a  lot  of  gas,  a  lot  of  other  energy  and 


help  cut  soaring  postal  costs.  Anyway,  what's  in  Satur- 
day's mail  that  couldn't  wait  until  Monday? 


JOB  MOBILITY'S  A  MAJOR  U.S.  STRENGTH 


A  while  back  when  Boeing's  Seattle  payroll  plummeted 
from  101,000  to  38,000,  many  moved  to  jobs  they  were 
able  to  find  in  other  parts  of  the  country. 

In  Britain  and  most  of  Europe  that  wouldn't  have  been 
possible. 

Governments  overseas  often  have  to  meet  the  Seattle- 
type  problem  by  paying  unemployment  benefits  ad  infin- 
itum. Or  "make"  jobs  by  ordering  a  whole  lot  of  planes 
for  which  there  might  not  be  a  current  need. 

Why  can't  European  job  losers  move  to  areas  where 
jobs  can  be  found? 

Because  families  in  most  European  countries  have  no 
place  to  move  to— literally,  no  home,  flat,  no  shelter  is 


to  be  found  for  a  newcomer  and  his  family.  Even  in  the 
most  prosperous  European  countries  people  can  wait 
years  for  then-  socialized  rent-controlled  housing— and  that's 
mostly  the  only  kind  permitted. 

I  wonder  how  many  here  realize  what  a  critical  factor 
the  availability  of  housing  plays  in  making  possible  the 
job  mobility  that  enables  heads  and  hands  to  be  where 
the  jobs  are. 

Crippling  housing  investment  by  making  a  profitable 
return  on  it  impossible— whether  through  rent  control, 
or  through  the  featherbedding  of  building  codes,  zoning 
abuse  or  such— is  a  sure  way  to  compound  the  problems 
and  costs  of  unemployment. 


THE  PLUNGES  AND  OCCASIONAL  SPURTS  OF  STOCKS 

based  on  a  quarterly  earnings  report  are  as  unwarranted  something  that  shouldn't  be  managed, 
as  they  are  a  reality.  Investors  should  be  leery  of  any        Don't  buy  a  stock  which  you  have  to  sell  at  the  first 

company  with  interminable,  unmitigated  good  quarters.  quarterly-earnings  disappointment.  Those  are  for  gamblers, 

Any  management  that  forever  manages  that  is  managing  not  investors. 


IF  I  WERE  THE  KREMLIN'S  COMMUNIST  CZAR 

ventional  stuff,  from  immeasurable  tons  of  tanks  to  un- 
countable pieces  of  artillery  and  the  like. 
All  we've  got,  really,  is  our  atomizers. 
Without  'em,  NATO  would  not  last  as  long  as  the 
Maginot  Line  did  when  attacked. 


I'd  be  ecstatic  over  President  Carter's  atomic  disarma- 
ment proposal  and  fervently  work  for  the  day  that  the 
President  says  he  seeks— "total  atomic  disarmament." 
Wouldn't  you,  if  you  were  Red? 

They've  got  overwhelming  superiority  in  all  the  con- 


DECONTROL?  PERISH  THE  THOUGHT 

deregulation  of  oil  and  gas  would  work  best,  and  with- 
out all  this  complication?" 

His  answer:  "[The  President's]  judgment  on  decontrol 
was  political.  It  may  be  that  simple  deregulation  would 
be  best,  but  Congress  would  not  pass  it." 


At  a  recent  meeting  of  the  New  York  Security  Ana- 
lysts, Robert  W.  Fri,  acting  administrator  of  the  Energy- 
Research  &  Development  Administration,  was  asked: 

"In  going  through  all  these  computer  exercises,  did  any- 
body do  a  simple  decontrol  simulation?  Isn't  it  likely  that 
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NO  PROBLEMS  AND  $60,000  INCOME  VS. 
HEADACHES  AND  $5,719  RETURN 

I  find  it  a  pain  in  the  neck  when  that  on-the-hall  Wall  done  first-and  does  it  almost  as  well  as  we  would  have. 
Street  Journal  carries  an  article  that  Fohbes  should  have     Here's  a  sublime  example-from  WSJ's  editorial  page  yet: 


"Consider  what  would  happen  to 
a  'good'  rich  person  who  refuses  to 
use  loopholes  and  prefers  hard 
work  to  sailing  yachts.  He  decides 
to  invest  $1  million  of  his  capital 
in  a  widget  factory  in  New  York 
City,  which  will  employ  hundreds. 
He  will  run  it  himself,  arranging 
the  financing,  assembling  the  per- 
sonnel, finding  the  markets,  and  so 
forth.  Cive  him  a  year  to  get  off 
the  ground,  but  say  he  is  lucky 
enough  in  the  second  year  to  make 
a  10%  profit  on  his  invested  capi- 
tal. This  is  after  his  workers  have 
paid  federal,  state  and  local  in- 
come taxes  and  the  widget  com- 


pany has  paid  property  taxes,  li- 
cense fees,  etc. 

"Of  the  $100,000  profit,  the  city 
clears  away  roughly  $5,700,  leav- 
ing $94,300.  The  state  clears  away 
about  10%  of  that,  leaving  $84,870. 
The  IRS,  levying  at  progressive 
rates,  snatches  $38,000,  leaving 
$46,870.  Our  good  rich  person  then 
pays  this  to  himself  as  a  dividend. 

"Being  rich,  our  man  is  of  course 
in  the  highest  personal  income-tax 
brackets,  and  after  paying  4.3%  to 
the  city  ($2,015)  has  $44,855  left. 
The  state  clips  him  for  15%  of  that 
($6,728)  and  leaves  him  $38,127. 
Uncle  Sam  'nicks'  him  for  70%  of 


that,  which  is  $26,689,  leaving  him 
with  $11,438. 

"Thus,  on  the  investment  of  $1 
million  in  capital  and  two  years 
hard  work  in  assembling  an  enter- 
prise that  is  risky  to  begin  with, 
this  lucky  fellow  who  turned  a 
profit  of  $100,000  has  $11,438  to 
spend.  He  has  given  up  two  years 
on  his  yacht  to  gain  $5,719  in  an- 
nual income.  If  he  had  invested  in 
tax-free  municipals,  he  would 
have  gained  roughly  $60,000  in  an- 
nual income  and  could  have  re- 
mained on  his  yacht  instead  of 
fighting  city  traffic,  City  Hall,  and 
the  widgetmakers  union." 


APRICOT  PITS  AND  HORSE  SENSE 


Laetrile,  a  vitaminy  essence  of  apricot  pit  developed 
57  years  ago  by  a  San  Francisco  doctor  for  use  as  a  can- 
cer therapy,  is  legal  in  26  countries.  In  this  country, 
though,  it  lias  been  blacklisted  from  its  inception,  brand- 
ed forbidden  fruit  by  the  Food  &  Drug  Administration  and 
the  medical  profession  because  there's  no  proof  it  works. 

But,  so  far  as  I  can  linn,  most  are  unconvinced  that 
it  does  any  harm  except  with  massive  overdoses. 

So  why  is  the  importation  and  dispensation  of  lactrile 


put  in  the  same  category  as  heroin? 

There  are  doctors  and  apparently  hundreds  of  pa- 
tients who  think  it  helps.  Maybe  laetrile  is  in  the  same 
category  as  a  placebo  or  a  bedside  manner.  But  if  those 
hurting  feel  it  helps  and  don't  cease  considering  other 
therapies,  it  should  be  illegal  to  make  the  stuff  illegal. 

The  principal  ones  aided  by  laetrile  damners  are  the 
profiteers  who  can  peddle  smuggled  25-cent  tablets  of 
apricot  pit  extract  for  two  or  three  bucks  a  pill. 


How  you  can  stop  wasting  gasoline. 

The  energy  crisis  is  real.  We  now  have  a  better  idea  of  what  we  have  to  do. 

Looking  for  ways  to  save  gasoline   can  become  a  national  habit. 
One  that  helps  the  country  save  energy.   One  that  can  help  you  save  money. 


Here's  what  you  can  do. 

1.  Maintain  an  even  speed,  especially  on  thr  uways.  Une\  en 
speeds  waste  gas. 

2.  Cut  down  che  load.  Store  golf  clubs  or  other  gear  at  home,  not 
m  the  luggage  compartment. 

3.  Shift  into  high  gear  as  soon  as  you  can.  With  an  automatic 
transmission,  lifting  your  foot  off  the  accelerator  will  get  you 
into  high  quickly. 

4.  Don't  block  the  right  lane  at  traffic  lights  where  "njjht  turn 


Here's  what 
Ford  Motor  Company  has  been  doi  ng. 

1.  Ford  Motor  Company  offers  you  a  choice  of  22  small  car 
models  that  are  EPA  rated  at  28  mpg  or  better  on  the  Highway, 
21  mpg  in  the  City,  and  24  Combined  City/Highway  with 
manual  transmission  according  to  EPA  estimates.  With  auto 
matic  transmission  they  are  rated  at  least  at  23  mpg  on  the 
Highway,  18  mpg  City,  and  20  Combined? 

2.  Ford  Motor  Company  offers  a  wide  choice  of  light  trucks 
with  excellent  gas  mileage  ratings.  For  example,  according  to 
EPA  estimates,  a  Ford  F-100  light  truck  with  300  C.I.D.  engine 


SCORE  ONE  FOR  FORD  VS.  PANASONIC  HORROR  STORY 


More  outraged  readers  sent  us  this  Panasonic  message 
than  any  other  candidate  for  our  comparisons  of  good 
ads  and  bad.  As  it  happens,  I'd  already  torn  it  out  for 
comment.  For  what  now  seems  like  ages,  a  mounting 
number  of  people,  pressure  groups  and  congressional 
committees  have  been  screaming  bloody  murder  about 
the  amount  of  violence  and  horrors  on  the  boob  tube. 
So,  Panasonic  proclaims  it'll  all  be  even  bloodier  in  Pana- 

ADDKESSING  SOMEONE  AS  "DEARIE" 

is  not  endearing. 

26 


sonic  livid  color.  What  an-  upside-down  inspiration  for 
tying  in  your  advertising  with  what's  happening. 

On  the  other  hand,  this  Ford  corporate  message  deals 
Right  On  with  what's  mattering  most  these  days  to  all  of 
us,  and  carmakers  most  of  all.  With  convincing  clarity  it 
lists  23  ways  you  can  lessen  gas  use,  and  gives  a  factual 
recital  of  11  steps  Ford  has  taken,  and  is  taking,  to  cut 
fuel  waste.  Now  that's  a  tie-in. 

PEOPLE  WHO  STARE 

deserve  the  looks  they  get. 

-MALCOLM  S.  FORBES, 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Damned  for  Damning  Dams 

I'm  very,  very  strong  on  balancing 
the  Federal  budget.  If  you  don't  re- 
view the  worthiness  of  projects  in  your 
own  district,  where  do  you  start?  I  can 
balance  budgets  with  Arizona  projects 
all  day  long. 

—Congressman  Butler  Derrick 
(D-S.C.) 

»    #  # 

People  are  mighty  angry  in  South 
Carolina  at  that  congressman. 

—Leo  Adams,  construction  worker 

Dirty  Tricks  Required 

U.S.  News  &  World  Report  inter- 
views Central  Intelligence  Director 
Admiral  Stansfield  Turner: 

Q:  Are  covert  operations— dirty 
tricks  of  that  sort— really  necessary? 

A:  We  can't  abandon  covert  ac- 
tion. However,  in  today's  atmosphere, 
there  is  less  likelihood  that  we  would 
want  to  use  this  capability  for  covert 
action.  But  I  can  envisage  circum- 
stances in  which  the  country  might 
demand  some  covert  action. 

Q:  What  circumstances? 

A:  For  instance,  let's  say  a  terror- 
ist   group    appears   with    a  nuclear 


weapon  and  threatens  one  of  our  cit- 
ies and  says,  "If  you  don't  give  us 
some  money  or  release  some  pris- 
oners or  do  something,  we  will  blow 
up  Washington,  D.C."  I  think  the 
country  would  be  incensed  if  we  did 
not  have  a  covert-action  capability  to 
try  to  counter  that— to  go  in  and  get 
the  weapon  or  defuse  it. 

X-Rated 

We  have  been  warned,  by  the  peo- 
ple who  edit  our  days  and  nights, 
that  coffee  is  bad  for  us.  I  am  tired 
of  being  warned.  These  are  the  things 
I  have  been  warned  against  in  the  last 
three  years: 

Paint,  detergents,  birth-control  pills, 
intrauterine  devices,  aerosol  cans,  hair 
dyes,  hair  sprays,  eyedrops.  Pacemak- 
ers, antiperspirants,  amphetamines, 
tranquilizers,  asbestos,  vinyl  chloride, 
monosodium  glutamate,  microwave 
ovens,  evaporated  milk,  artificial 
sweeteners,  breakfast  cereal,  sandwich 
spreads,  peanuts,  pasta,  strawberries, 
swordfish,  mushrooms,  bacon,  eggs, 
tea  bags,  beer,  aspirin,  marijuana,  ant- 
acids, pesticides  and  X-rays,  not  to 
mention  cigarettes  and  alcohol,  and 
not  to  think  about  Ralph  Nader. 


Why  should  laboratory  rats  have 
all  the  fun? 

Life  causes  cancer. 

—John  Leonard,  New  York  Times 

So  What  Else  Is  New? 

This  bed,  when  designed  for  a  sin- 
gle person,  is  a  trough,  six  feet  or  more 
in  lengtli.  twenty  inches  wide,  and 
one  foot  deep.  This  trough  is  filled 
about  two-thirds  full  of  water.  Over 
this  is  a  sheet  of  India-rubber  water- 
proof cloth.  Over  this  a  mattress  of 
feather  bed  is  thrown  then  dressed  in 
the  usual  manner.  On  this  the  patient 
floats,  in  still  or  undulating  water  as 
he  chooses.  A  trifling  exertion  will  put 
the  whole  in  motion  as  it  forms  a 
perfectly  luxurious  bed. 

—Genesee  Farmer,  Apr.  12, 1834, 
reprinted  in  Antiques 

NEst-Ce  Pas? 

Where  but  in  Paris  would  the  front 
page  of  the  leading  daily  have  ob- 
served that  in  Peking,  the  American 
and  French  Presidents  had  found  not 
"the  adulterated  alcohol  of  crowd  en- 
thusiasm, but  the  cold  consomme  of 
sincerity"? 

—John  Bovey,  Town  &■  Country 


DON'T  REPEAL  THE  HATCH  ACT 


Congress  is  apparently  going  to 
follow  President  Carter's  request  to 
repeal  the  Hatch  Act.  The  original 
legislation,  passed  in  1939,  for- 
bade virtually  all  federal  bureau- 
crats from  running  for  party  or 
public  office  and  from  participat- 
ing in  political  campaigns. 

Labor  has  been  pushing  hard 
for  repeal  for  very  obviously  self- 
interested  reasons:  It  will  be  able 
to  unionize  more  federal  workers, 
and  federal  unions  can  flex  their 
potentially  powerful  political  mus- 
cles. There  are  2.8  million  people 
who  work  for  Uncle  Sam  and  at 
least  2.5  million  will  be  freed  from 
Hatch  Act  regulations. 

One  of  the  key  reasons  for  the 
economic  distress  of  so  many  of 
this  country's  largest  cities  was  the 
political  power  exercised  by  mu- 
nicipal unions.  New  York  City,  for 
example,  was  put  on  the  financial 
ropes  not  so  much  by  overly  gen- 
erous welfare  outlays  as  by  its  lar- 
gesse to  city  workers,  particularly 
in  regard  to  pensions.  Annual  pen- 
sion contributions  now  cost  the 
Big  Apple  more  than   twice  its 


By  M.S.  Forbes  Jr. 

net  expenditure  for  welfare. 

With  Hatch  Act  roadblocks  out 
of  the  way,  it  is  difficult  to  imagine 
politicians  turning  a  deaf  ear  to 
federal  union  requests.  The  princi- 
pal civil  service  pension  fund,  for 
example,  is  grossly  underfunded 
even  though  civil  servants  kick  into 
it  7%  of  their  salaries.  The  situation 
could  now  get  worse. 

Democrats  are  overwhelmingly 
supporting  the  repeal  because  they 
think  they  will  be  the  prime  politi- 
cal beneficiaries. 

The  only  ones  hurt  will  be  the 
Republicans— and  the  American 
taxpayer. 

*    *  # 

Several  months  ago  IBM  of- 
fered to  buy  up  to  5.5  million 
shares  of  its  stock  at  $280  each. 
The  purpose  was  to  remove  an 
"overhang"  of  IBM  stock  from  the 
market;  a  number  of  institutional 
investors  were  reducing  their  "dis- 
proportionate" holdings  in  the 
giant  computer  manufacturer. 

But  only  2.5  million  shares  were 
turned  in.  Most  money  managers 
resisted  the  offer,  feeling  that  IBM 


was  heading  higher  and  that  they 
could  sell  at  a  price  better  than 
that  $280. 

After  the  buy-in  ended,  how- 
ever, IBM  did  not  go  up  as  every- 
one expected;  instead  it  plum- 
meted to  $244  (it  has  since  re- 
covered somewhat,  to  $256). 

Clients  should  inquire  whether 
their  money  managers  sold  IBM 
after  the  offer,  and  if  so,  why 
they  passed  up  that  $280  offer.  It 
might  be  fun  to  hear  what  ex- 
cuses these  Blockheads  tender. 

The  episode  is  another  example, 
if  any  more  were  needed,  that  in- 
stitutional moneymen  are  just  as 
fallible  as  the  supposedly  hapless 
individual.  Unlike  the  individual, 
however,  these  portfolio  managers 
are  paid  handsome  fees  for  their 
investment  "expertise." 

At  the  moment,  many  institu- 
tional managers  and  securities  an- 
alysts are  skittish  about  IBM  be- 
cause of  uncertainties  over  its 
earnings  in  the  next  few  quarters. 
That  very  wariness  is  probably  a 
sign  that  now  is  the  time  to  buy 
the  stock. 
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Avis  doesn't  think  your 
employees  should  be  doing 
our  employees'  work. 

Avis  doesn't  believe  your  company 
should  be  inundated  with  hundreds  of 
separate  car  rental  bills  every  month. 

Your  employees  have  to  take  time 
away  from  their  normal  jobs  to  do  this 
extra  bookkeeping. 

Clerical  costs  go  up.  Your  company 
winds  up  paying  the  bill  for  extra  bills. 

That's  why  Avis  has  Central  Billing. 
This  plan  consolidates  billing  on  a 
worldwide  basis.  It  identifies,  summa- 
rizes and  bills  all  individual  charges  on 
one  monthly  statement  direct  to  your 
company.  Attached  to  each  summary  statement  are  copies  of  all 
individual  rental  agreements  so  you  can  verify  each  transaction. 

Since  all  information  is  prepared  by  computer,  you  are 
assured  of  legibility  as  well  as  accuracy.  Result:  lowered  clerical 
costs  and  greater  control  over  travel  expenses. 

The  same  concern  for  efficiency  that  drove  us  to  develop  our 
Central  Billing  plan  pushed  us  ahead  in  other  areas,  too. 

Extra-fast  service  for  business  travelers  with  Avis  Wizard 
numbers,  customized  billing  and  computerized  travel  analysis 
for  high  volume  accounts  are  just  a  few  of  the  ways  in  which 
Avis  can  help  your  company  save  time  and  money. 

For  more  details  call  our  Director  of  Commercial  Sales  at 
800-645-6070  or  write  himat  Avis  Rent  A  Car  System,  ppHH 
Inc.,  900  Old  Country  Road,  Garden  City,  N.Y.  11530.  T<  I  f/L^ 

©  Avis  Rent  A  Car  System,  Inc.  *  f_  &   E.  _£L-M^  jIB 

We  try  harder.  ■■■■■81 

*In  New  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler.  I 


The  All-Too-Normal  Granary 


There's  a  surfeit  of  wheat,  and  farmers  want  Washing  on  to  bail  them 
out.  But  the  glut  isn't  all  bad  news.  It  should  help  keep  prices  down. 


#1 

Overabundance:  The  third  huge  wheat  crop  in  a  row  means  larger  surpluses,  lower  prices  and  hardships  for  more  farmers. 


Last  month  in  Blackwell,  Okla., 
where  he  farms  3,200  acres,  Elmore 
Bathurst,  51,  straw-hatted  and  blue- 
jeaned,  stood  waist  deep  in  golden 
wheat  watching  four  combine  har- 
vesters cut  what  may  be  his  second- 
largest  crop  in  30  years.  "It's  going  to 
be  awful  tough  living  with  a  wheat 
crop  this  big,"  growled  Bathurst,  who 
is  president  of  the  Oklahoma  Wheat 
Growers  Association. 

It  will  be  some  weeks  yet  before  all 
the  winter  wheat  is  harvested,  but 
everything  points  to  a  bumper  crop. 
In  mid-March  the  weather  turned  and 
stayed  unexpectedly  benign.  Rain  re- 
placed drought.  In  spite  of  continued 
drought  in  California  and  the  South, 
Midwestern  wheat  farmers  are  ex- 
pecting a  huge  yield,  and  this  year's 
total  wheat  crop  may  run  close  to  2 
billion  bushels,  only  a  notch  under 
the  record  2.1  billion  bushels  grown 
in  1975  and  1976. 

Wheat  prices  have  collapsed,  hurt- 
ing farmers  who  guessed  wrong  and 
kept  grain  off  the  market  and  in  stor- 
age last  winter.  In  Blackwell,  wheat 
last  month  fetched  only  $1.81  a  bush- 
el, vs.  $2.80  in  Februarv  and  over 
$5.50  early  in  1974. 

Hopes  for  export  markets  are  slim. 
Both  Canada  and  the  Soviet  Union  are 
expecting  bumper  harvests,  while  In- 
dia, which  in  the  past  gladly  took 


our  wheat,  is  looking  for  export  mar- 
kets of  its  own.  There's  a  worldwide 
glut.  Even  before  the  present  harvest, 
a  record  1.1  billion  bushels  was 
lodged  in  country  elevators  and  farm 
bins— some  of  it  1975  grain— leaving 
producers  wondering  where  to  put 
this  year's  crop.  So  tight  was  elevator 
space  in  Texas  that  farmers  in  Qua- 
nah  were  storing  wheat  in  the  streets. 

Roughly  a  third  of  all  farmers  with 
bank  debt  in  nine  midwesteni  states 
—almost  73,000— have  major  credit 
problems,  according  to  a  recent  sur- 
vey by  the  U.S.  Department  of  Agri- 
culture. "Many  farmers  will  be  fortu- 
nate if  they  can  cover  their  operating 
expenses  this  summer,"  says  Okla- 
homa Bankers  Association  president- 
elect William  Rodgers,  who  runs  Se- 
curity Bank  &  Trust  Co.  of  Blackwell. 

When  wheat  prices  were  high, 
farmers  plunged  heavily  into  debt 
with  plenty  of  encouragement  from 
their  local  bankers.  As  one  midwest- 
em  banker  put  it  to  Forbes,  "We  had 
a  binge  when  the  rest  of  the  country 
had  a  recession."  It  took  the  Federal 
Land  Bank  in  Wichita  57  years  to 
lend  its  first  $1  billion  to  farmers,  but 
only  three  years  (1973  to  1976)  to 
loan  the  next  billion.  Farmers  didn't 
limit  their  borrowing  to  land  deals. 
Non-real-estate  loans  in  Oklahoma 
have  soared  120%  since  1970,  as  fann- 


ers rushed  to  buy  fancy  four-wheel- 
drive  tractors  and  elaborate  irrigation 
machinery. 

But  now  wheat  is  cheap,  land 
prices  are  turning  soft  and  the  bills 
are  coming  due.  Increasingly,  country 
bankers  are  insisting  their  customers 
remortgage  their  land  and  use  the 
proceeds  to  pay  off  working  expenses. 
This  only  works  for  farmers  fortunate 
enough  to  have  a  substantial  equity  in 
their  land.  The  farmer  who  came  in 
late,  who  bought  land  at  the  top  of 
the  cycle  and  who  is  already  mort- 
gaged to  the  hilt,  is  in  deep  trouble. 
Says  banker  Rodgers,  "I  expect  a  lot 
of  young  farmers  to  get  badly  hurt." 

In  his  area,  one  of  Oklahoma's 
richest  farm  districts,  farmers  say  they 
need  $3.20  a  bushel-or  $1.39  above 
the  local  market  price— just  to  break 
even.  A  farmer  who  bought  land  at 
$500  an  acre  with  a  70%  mortgage 
and  which  yields  35  bushels  needs 
the  first  15  to  20  bushels  just  to  cover 
his  interest  expense. 

Like  a  stone  dropped  into  a  mill- 
pond,  the  farmers'  troubles  ripple  out 
into  the  surrounding  community.  Re- 
tail sales  in  many  midwesteni  towns 
are  down  30%  this  year.  Auto  and 
farm  equipment  sales  are  oft  as  much 
as  40%.  "Some  days,"  one  small-town 
Oklahoma  banker  told  Fokbes,  "you 
could  fire  a  cannon  down  Main  Street 
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Farmer  Bathurst:  "We're  seeing  more 
foreclosures.  Mainly  the  younger 
farmers  are  being  pushed  out." 


and  not  hit  a  soul." 

With  fewer  deposits  coming  in  each 
day,  some  banks  are  now  precariously 
placed.  "If  the  bank  examiners  were 
to  come  in  today  and  order  the  bank 
dosed,"  says  President  Waynard  Ha- 
senfratz  of  Kingfisher  Bank  &  Trusl  in 
Kingfisher,  Okla.,  "I'd  have  a  hell  of 
a  time  collecting  all  my  loans."  King- 
fisher's loan-to-deposit  ratio  is  around 
80%,  dangerously  high  by  normal 
banking  standards,  but  not  uncom- 
mon today  among  country  banks  de- 
pendent on  farming.  "What's  the  al- 
ternative?" asks  Hasenfratz.  "If  I  said 
I  wanted  50%  equity  against  each 
loan,  I  would  have  zero  customers." 

As  usual,  many  in  the  Midwest  now 
expect  Washington  to  bail  them  out 


—the  farmer  has  long  been  politically 
pampered.  Chances  are  Washington 
will  extend  to  wheat  farmers  the 
emergency  loan  program  that  helped 
cattle  ranchers  over  their  worst  debts. 
That  will  give  farmers  time  to  pay 
this  summer's  bills  and  a  chance  to 
diversify  next  year  into  alfalfa,  milo, 
soy  and  mung  beans. 

Currently  the  federal  subsidy  level 
is  set  at  $2.47  a  bushel.  For  every  pen- 
ny the  market  price  (in  practice  a 
five-month  national  average  price  set 
in  October)  drops  below  $2.47,  the 
government  pays  wheat  farmers  $19 
million.  The  Senate  wants  to  raise  the 
subsidy  to  $2.90  a  bushel,  but  the 
House,  where  rural  legislators  are  in 
a  minority,  will  probably  insist  it 
doesn't  go  above  $2.65.  Even  that 
could  bring  the  cost  of  this  year's  sub- 
sidy payments  close  to  $800  million. 

Washington  also  supplies  low-inter- 
est loans  for  farmers.  Against  each 
bushel  put  into  storage  the  govern- 
ment loans  an  average  of  $2.25.  The 
loans  mean  farmers  don't  have  to  sell 
at  rock-bottom  prices  to  cover  their 
harvest  costs  and  to  raise  money  for 
the  new  crop.  They  also  act  as  a  floor 
for  the  market  price  of  wheat.  These 
are  nonrecourse  loans,  which  means 
that  after  11  months  any  farmer  can 
repay  the  government  or  forfeit  the 
wheat  and  pocket  the  cash  without 
any  blemish  to  his  credit  rating. 

In  1974  and  1975  under  the  loan 
plan,  farmers  put  only  79  million 
bushels  into  storage  and  collected 
$109  million.  In  1976,  with  a  bumper 
crop  and  declining  prices,  they  stored 
424  million  bushels  and  collected 
$950  million.  To  avoid  having  millions 
of  bushels  of  wheat  from  the  1976 
crop  dumped  into  its  lap,  the  gov- 
ernment this  year  is  paying  farmers 
20  cents  a  bushel  to  extend  the  loan 


Farmer  Legg:  "If  farmers  put  70%  of 
this  wheat  crop  into  storage, 
then  prices  should  begin  to  rise." 


and  keep  the  wheat  in  the  bins.  But 
what  about  1977's  crop? 

"At  today's  prices,  you  would  be  a 
darn  fool  not  to  put  all  your  wheat 
into  storage  and  take  the  govern- 
ment's loan,"  says  Jerry  Legg,  a  young 
farmer  who  expects  to  harvest  32,000 
bushels  this  summer  in  Tonkawa, 
Okla.  A  high  Agriculture  Department 
official  believes  up  to  600  million 
bushels  may  go  into  storage  this  year 
at  taxpayer  expense. 

But  it's  an  ill  wind  that  doesn't 
blow  some  good,  and  wheat  farmers' 
woes  mean  good  news  on  the  inflation 
front.  It  means  that  the  upward  pres- 
sure on  food  prices  will  ease.  Since 
wheat  and  corn  are  interchangeable 
in  many  uses,  com  prices,  too,  have 
fallen  off,  down  85  cents,  28%  since 
last  June.  Many  cattlemen  are  switch- 
ing from  corn  to  wheat;  and  by  early 
winter  beef  and  pork  should  be  a 
good  buy  again  (although  there  may 
be  a  bulge  this  summer  because  of  a 
seasonal  shortage  of  animals  ready 
for  slaughter) . 

What  about  bread?  In  terms  of 
money,  there  isn't  much  wheat  in 
bread;  a  loaf  that  costs  50  cents  at 
the  supermarket  contains  only  about 
one-sixty-fourth  of  a  bushel,  or  less 
than  4  cents  worth  at  present  support 
prices.  Nevertheless,  the  decline  in 
wheat  prices  probably  means  that 
bread  won't  be  going  up  in  price  for 
the  next  year  or  so. 

While  the  headline  writers  con- 
tinue to  emphasize  the  inflationary 
news,  there  are  strong  deflationary— 
or  anti-inflationary— forces  at  work  in 
the  economy.  The  price  of  wheat 
is  not  the  least  of  them.  ■ 


Storage  Problem:  Spreading  out  grain  for  delivery  at  the  elevator. 
Many  elevators  were  filled  before  all  the  wheat  was  harvested. 
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Las  Vegas  In  Chicago 

Speculating  on  interest-rate  futures  is  the 
hottest  new  game  in  town.  It's  fun  for  the  speculators, 
but  it  also  serves  an  important  economic  function. 


"Ten  at  60  .  .  .  ten  at  60  .  .  .  ten  at 
60  .  .  ."  pleads  a  dour  young  man  in  a 
repetitious  mantra,  staring  off  into 
space,  oblivious  to  his  surroundings. 
About  two  dozen  people  around  him, 
wearing  identification  badges  with 
symbols  like  BI-LO  and  T-BIL,  are 
chattering  nervously,  apparently  not 
interested  in  ten  at  60.  Suddenly  an- 
other young  man  crashes  into  their 
midst,  nearly  knocking 
over  two  of  them  as  he 
hollers:  "Twenty  at  59! 
20  at  59!"  This  gets  a 
noisy  response  from  the 
others,  who  respond  with 
shouts,  countershouts  and 
wild  gestures. 

What  are  these  people 
doing?  Answer:  trading  in 
one  of  the  hottest  new 
markets  today— U.S.  Trea- 
sury bill  futures— on  the 
floor  of  the  International 
Monetary  Market  of  the 
Chicago  Mercantile  Ex- 
change. Down  the  street 
from  the  "Merc,"  at  the 
Chicago  Board  of  Trade, 
heavy  hading  is  going  on 
in  another  novel  futures 
product:  contracts  for 
delivery  of  obligations  of 
the  Government  National 
Mortgage  Association. 

These  two  interest-rate 
futures  are  among  the  most  success- 
ful contracts  ever  launched,  ranking 
with  such  stellar  performers  as  live 
cattle  and  gold.  In  a  way,  it  is  only- 
natural.  Fluctuations  in  interest  rates 
are  no  longer  sluggish  or  of  interest 
chiefly  to  bankers;  they  are  front- 
page news  now,  and  every  investor 
and  businessman  follows  them. 

Most  new  futures  contracts  take 
three  to  five  years  to  "mature."  But 
measured  in  terms  of  both  trading  vol- 
ume and  "open  interest"  (unliquidat- 
ed contracts),  Ginnie  Mae  and  T-bill 
futures— which  were  launched  in  Oc- 
tober 1975  and  January  1976,  re- 
spectively—are already  bigger  than 
such  well-established  contracts  as  iced 
broilers,  shell  eggs  and  feeder  cattle. 


Even  the  state  of  California  is  con- 
sidering a  plan  to  put  part  of  its  sur- 
plus funds  in  T-bill  futures.  Says 
Jerry  Wetterling,  a  Chicago-based 
E.F.  Hutton  financial  futures  special- 
ist and  trader:  "I  think  this  [interest 
rates]  will  be  the  biggest  futures  mar- 
ket in  the  country,  bigger  than  the 
grain  markets." 

The  T-bill  contract  calls  for  de- 


livery of  $1  million  of  90-day  bills, 
with  a  margin  requirement  of  $1,500 
per  contract.  The  Ginnie  Mae  con- 
tract calls  for  delivery  of  $100,000  of 
8%  certificates,  with  margin  require- 
ments of  $1,250.  Contracts  expire  in 
March,  June,  September  and  Decem- 
ber of  the  current  year,  and  the  same 
months  of  the  following  year.  The  le- 
verage is  tremendous;  swings  of  a  few 
fractions  of  1%  in  interest  rates  can 
produce  an  enormous  return  or  total 
loss  on  the  margin  deposit. 

More  interest-rate  contracts  are 
pending  approval  by  the  Commodity 
Futures  Trading  Commission.  The 
Board  of  Trade  plans  to  offer  futures 
in  prime  commercial  paper  and  long- 
term    U.S.    government   bonds;  the 


Merc  expects  to  offer  trading  in  the 
one-year  T-bill  and,  it  hopes,  in  the 
four-year  Treasury  note  as  well.  One 
item  of  particular  excitement  to  par- 
tisans of  interest-rate  futures  is  the 
fact  that  the  Board  of  Trade  recently 
approved  60  applications  for  financial 
instrument  memberships.  Cost  of  the 
"FIMs":  $30,000  each.  The  FIMs  will 
entitle  the  owner  to  trade  Ginnie  Mae 
futures,  gold  futures  and 
other  financial  futures 
items  that  get  on  the 
Board  of  Trade— such  as 
the  commercial  paper  and 
government  bond  futures. 
"We  don't  even  have 
those  contracts  approved 
yet,"  exults  Richard  San- 
dor  of  Chicago's  Conti  Fi- 
nancial, the  man  credited 
with  originating  Ginnie 
Mae  futures.  "Some  of  US 
think  this  is  another 
CBOE  [Chicago  Board 
Options  Exchange]." 

Players  in  interest-rate 
futures  include  firms  that 
deal  in  government  bonds 
and  /or  Ginnie  Maes, 
banks,  corporations,  a  few 
sophisticated  institutions, 
and,  of  course,  high-roll- 
ing speculators.  Most  of 
the  banks  and  corporations 
are  in  the  market  to  hedge 
against  interest-rate  fluctuations.  For 
instance,  a  corporate  treasurer  who 
wants  to  "lock  in"  a  high  yield  on  his 
company's  cash  can  buy  a  futures  con- 
tract. On  the  other  side  of  the  balance 
sheet,  if  he  plans  to  market  commer- 
cial paper  and  wants  to  hedge  against 
a  sudden  rise  in  interest  costs,  he  can 
sell  short  a  futures  contract  in  T-hills. 
If  short-term  rates  do  go  up,  the  cost 
of  the  commercial  paper  offering  will 
rise,  but  higher  interest  rates— which 
cause  bond  prices  to  fall-will  product 
a  counterbalancing  profit  on  the  short 
sale  of  the  futures.  ( If  rates  fall,  there 
will  be  a  loss  on  the  futures  but  the 
cost  of  the  financing  will  have  fallen. ) 

Surprisingly,  many  of  the  firms  that 
deal  in  the  billions  of  dollars  of  gov- 
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eminent  securities  traded  daily— such 
as  Aubrey  Lanston,  First  Boston  and 
Goldman,  Sachs— haven't  made  sub- 
stantial commitments  to  the  T-bill 
futures  market.  "Remember,"  says  the 
head  governments  man  at  one  firm, 
"futures  were  innovated  in  Chicago, 
and  are  regulated  by  the  CFTC— not 
the  Securities  &  Exchange  Commis- 
sion—so the  usual  government  bond 
guys,  being  a  New  York  crowd, 
aren't  all  that  anxious  to  get  into  it." 
But,  he  adds,  the  government  dealers 
are  slowly  but  surely  getting  drawn 
in:  "Customers  hear  barroom  stories 
about  futures,  and  dealers  can't  stand 
to  say,  'We  don't  know  about  it.'  " 

A  few  good-sized  dealers  are  active- 
ly in  the  market,  however,  including 
Donaldson,  Lufkin  &  Jenrette  and 
Blyth  Eastman  Dillon.  These  dealers 
often  arbitrage  the  futures  market 
against  the  U.S.  Treasury  market. 
John  Eckstein,  a  savvy  government 
dealer  with  his  own  firm,  was  able  to 
avoid  heavy  losses  during  the  disas- 
trous January  1977  drop  in  bond 
prices  by  using  futures.  "Historically," 
says  Eckstein,  39,  "futures  have  of- 
fered high  yields  relative  to  the  com- 
parable instrument  in  the  cash  mar- 
ket." Thus  Eckstein  might  sell  short 
the  six-month  Treasury  bill  that  comes 
due  in  December,  and  buy  the  Sep- 
tember contract  for  the  90-day  bill— a 


"Owning  a  TV  network  affiliate  is  the 
nearest  thing  to  running  a  tollbooth 
on  a  bridge,"  old-line  broadcaster 
John  Hayes  used  to  tell  friends. 

Last  year  especially.  Many  outlets 
sported  30%  revenue  gains.  Some  had 
profit  margins  of  50  cents  on  the  sales 
dollar.  These  good  times  plus  a  gov- 
ernment attack  on  concentration  of 
media  ownership  may  soon  produce  a 
record  number  of  station  sales. 

Not  surprisingly,  prices  are  soaring. 
In  a  recent  deal,  Texas  investor  Joe 
Allbritton,  owner  of  The  Washington 
Star,  sold  the  paper's  local  TV  outlet 
to  Phoenix-based  Combined  Commu- 
nications, Inc.  for  stock  and  an  Okla- 
homa City  station  worth  a  total  of 
$70  million.  Record  profits  are  driving 
broadcast  values  up  (see  box,  p.  33), 
while  low  interest  rates  and  plentiful 
credit  make  highly  leveraged  pur- 
chases possible— even  at  prices  like 
25  times  earnings. 


bill  that  also  matures  in  December. 
The  expectation  is  that  the  spread  be- 
tween their  yields  will  narrow,  re- 
gardless of  what  happens  to  the  gen- 
eral course  of  interest  rates,  thus  pro- 
ducing a  profit  for  Eckstein. 

Strangely,  Eckstein  is  one  of  the 
few  traders  on  the  Merc  floor  who  has 
a  sophisticated  understanding  of  the 


". . .  'I  think  interest  rates 
will  be  the  biggest  futures 
market  in  the  country'. . ." 


economic  fundamentals  of  the  money 
market.  Accompanied  by  a  Forbes  re- 
porter one  day  recently,  he  strolled  off 
the  floor  to  a  computer  screen  show- 
ing lists  of  current  quotes  in  govern- 
ment securities.  A  young  trader 
walked  up  as  Eckstein  punched  the 
keys  and  the  screen  lit  up.  "What's 
that  mean?"  he  asked  naively. 

Most  traders  trade  by  feel,  not  by 
fundamentals.  Not  for  them  are  stud- 
ies of  things  like  money  supply,  lead- 
ing indicators  and  Fed  policy.  They 
simply  try  to  catch  the  market  on  the 
way  up  and  ditch  it  on  the  way  down. 
Nevertheless,  the  Merc's  neighboring 
garages  are  full  of  Rolls-Royces,  Mer- 
cedes 450SLs  and  Sevilles  owned  by 


The  woods  are  full  of  would-be 
buyers.  Firms  now  in  broadcasting  but 
with  fewer  than  the  allowable  five 
VHF  television  licenses,  such  as  The 
New  York  Times  Co.,  McGraw-Hill 
and  Times-Mirror  Co.,  want  to  ex- 
pand. Publishers  with  no  TV  outlets, 
such  as  Knight-Ridder,  are  also  eyeing 
the  market,  since  newspaper  proper- 
ties are  increasingly  difficult  to  buy. 
At  the  same  time,  some  major  corpora- 
tions without  media  experience  are 
quietly  scouting  for  stations.  Among 
them:  General  Mills  and  Motorola. 

But  why  should  anyone  want  to 
seW?  Corporations  that  have  terminat- 
ed broadcasting  operations— like  Avco 
and  Columbia  Pictures,  which  both 
went  out  of  the  business  in  1975— did 
so  only  because  they  were  strapped 
for  cash.  Time  Inc.  made  what  many 
consider  a  v  major  blunder  when  it 
opted  to  concentrate  on  cable  TV  in- 
stead of  broadcasting,  and  sold  four 


traders  who  make  very  good  livings 
trading  everything  from  frozen  turkeys 
to  pork  bellies  by  feel. 

How  does  one  acquire  a  "feel"  for 
trading?  It's  not  the  sort  of  thing  one 
learns  in  school;  indeed  the  back- 
grounds of  many  traders  are  highly 
unusual,  considering  their  occupation. 
Take,  for  instance,  Helen  Jay,  a  small, 
attractive  blonde  whose  identifica- 
tion badge  is  emblazoned  "Lady  J." 
Jay  quit  a  $40,000-a-year  job  as  di- 
rector of  a  West  Coast  travel  agency 
to  trade  commodities.  She  bought  a 
seat  on  the  IMM  of  the  Merc  for 
$24,000;  today  it's  worth  about 
$57,500.  "I  didn't  know  what  a  bid  or 
an  offer  was  when  I  started,"  she  says 
with  a  disarming  smile.  Of  her  ability 
to  make  a  living  in  trading,  she  says 
modestly:  "It's  mosdy  luck.  And,  of 
course,  it's  very  exciting." 

That  it  is— and  there's  even  more 
excitement  on  the  way.  The  American 
Stock  Exchange  has  submitted  pro- 
posals to  the  SEC  for  options  trading 
in  government  securities  and  Ginnie 
Maes.  Meanwhile,  the  Board  of  Trade 
has  proposed— get  this— options  on 
Ginnie  Mae  futures.  If  and  when 
these  get  going,  the  hedging  and  ar- 
bitrage possibilities  in  interest  rates 
will  become  Byzantine  in  their  com- 
plexity. The  crapshooting  possibilities 
will  rival  Las  Vegas.  ■ 


TV  outlets  to  McGraw-Hill  for  $57 
million.  In  the  five  years  since  that 
transfer,  those  four  stations  have  pro- 
duced more  than  $30  million  in  profit. 

Yet,  for  all  of  this,  there  may  be  a 
record  number  of  station  transfers 
this  year.  The  reason  has  more  to  do 
with  governmental  policy  than  with 
the  desirability  of  owning  a  TV  or 
radio  station.  The  licenses  of  some  60 
newspaper-owned  TV  outlets  and 
over  200  newspaper-owned  radio  sta- 
tions are  threatened.  After  a  decade- 
old  inquiry,  the  Federal  Communica- 
tions Commission  ruled  in  1975  that 
one  owner  cannot  control  publishing 
and  broadcasting  operations  in  the 
same  city.  It  "grandfathered  in"  exist- 
ing combinations,  but  that  exemption 
was  overturned  in  March  by  an  ap- 
peals court  ruling. 

The  Supreme  Court  will  still  have 
the  final  word  on  cross  ownership, 
but  nearly  every  major  publisher 
is  affected— and  unhappy.  "They're 
treating  us  worse  than  illegal  aliens," 
grouses  Joseph  Dealey,  whose  family 
owns  both  the  Dallas  Morning  News 
and  local  ABC  affiliates.  "If  they  say 
we  can't  own  a  station  here,  pretty 
soon  they'll  say  we  can't  own  one  any- 
where." Newspaper  executives  know 
that  even  if  the  Supreme  Court  spares 


Time  fo  Sell? 


Local  TV  stations  minted  money  last  year.  That's 
why  a  number  of  them  may  change  hands  soon. 
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them  this  time,  the  issue  won't  die. 
It  provides  ready  ammunition  both 
for  license  challengers  and  what  may 
soon  become  an  activist  Democratic 
majority  on  the  FCC. 

With  that  background,  many  firms 
may  accept  the  current  high  prices 
and  sell  some  of  their  threatened  sta- 
tions now.  "Some  owners  are  reluctant 
to  sit  back  and  wait;  they'd  rather  ne- 
gotiate without  stress,"  explains  indus- 
try consultant  Vincent  Manno.  "As 
soon  as  one  major  company  makes  a 
deal,  you'll  see  wholesale  action," 
adds  the  former  head  of  one  big  pri- 
vately held  communications  firm. 
Broadcasters  worry  that  a  flood  of 
forced  sales— worth  well  over  $1  bil- 
lion at  today's  prices— might  severely 
depress  the  market. 

Straws  are  already  in  the  wind.  A 


Lancaster,  Pa.  newspaper  has  an- 
nounced plans  to  dispose  of  its  broad- 
cast affiliates  as  a  result  of  cross  own- 
ership conflicts.  Days  after  the  FCC 
exemption  was  overturned,  two  pub- 
lishers—Multimedia, Inc.,  a  South 
Carolina  firm,  and  McClatchy  News- 
papers, based  in  California— swapped 
TV  stations  in  Greenville  and  Sacra- 
mento to  eliminate  media  concentra- 
tion problems. 

Such  swaps  allow  newspaper  firms 
to  stay  in  broadcasting,  but  they 
won't  always  work.  "People  talk  a  lot 
about  exchanges,  but  it's  never  easy 
to  agree  on  the  respective  values  of 
two  separate  properties,"  says  Cox 
Broadcasting  President  Clifford  Kirt- 
land.  His  company  has  ownership  ties 
with  newspapers  in  Atlanta  and  Day- 
ton that  may  force  divestiture,  and 


like  most  managers,  Kirtland  wants  to 
trade  up.  "Atlanta  is  the  16th  market, 
and  we're  looking  for  a  station  in  the 
top  12,"  he  explains. 

Newspaper-owned  broadcast  sta- 
tions typically  have  very  low  book 
values,  but  special  tax  provisions  will 
eliminate  the  capital  gains  levies  for 
most  sellers.  The  Internal  Revenue 
Service  normally  waives  taxes  on  any 
FCC-imposed  transaction  if  the  pro- 
ceeds are  reinvested,  and  the  com- 
mission is  encouraging  publishers  to 
sell  now  by  offering  them  an  exemp- 
tion even  though  divestiture  has  not 
yet  been  ordered. 

With  both  buyers  and  sellers  will- 
ing and  anxious  to  do  business,  the 
prospect  is  for  some  lively  bidding  on 
the  TV-radio  scene  this  year— and  rec- 
ord prices.  ■ 


Eat  Your  Hearts  Out! 

This  table  shows  estimated  market  values  for  news- 
paper-owned TV  stations  in  the  nation's  20  largest  mar- 
kets. Big  money  by  any  standards. 

Once  established,  a  network  TV  outlet  is  an  owner's 
dream  of  avarice  come  true.  For  example,  most  programs 
on  local  affiliates  come  free  from  the  network.  Every 
hour  of  prime  time  has  8.5  commercial  minutes,  each  of 
which  fetches  up  to  $28,000  in  New  York  City,  the  na- 
tion's biggest  market.  Of  this  time,  2.5  minutes  belong 
to  the  local  stations,  which  sell  them  and  keep  the  mon- 
ey. The  network  sells  the  remainder  and  shares  the  rev- 
enue with  its  affiliates. 

TV  broadcasting  is  nearly  inflation-proof  and  recession- 
proof.  Broadcasters  have  had  only  one  down  year  (1971) 
since  1950.  Rates  rise,  almost  automatically,  to 
reflect  inflation. 

Technological  change?  Cable  TV  is  a  potential  threat, 
but  the  capital  requirements  are  enormous.  Also,  broad- 
casters' political  clout  has  so  far  limited  its  growth. 

In  theory,  there  is  the  danger  that  the  FCC  might 
not  renew  a  license,  but  this  has  happened  only  once— to 
Boston's  WHDH,  owned  by  the  now  defunct  Herald- 
Traveler.  That  litigation  took  ten  years— a  grueling  ex- 
perience for  the  challengers. 


Market 
Rank 


New 
Chicago 
Chicago 
San  Francisco 
Detroit 

Washington,  D.C. 
Cleveland 
Dallas/Ft.  Worth 

Houston 
St.  Louis 
Atlanta 

Tampa/St.  Petersburg 
Baltimore 


3  Tribun 


3  Sun-Tim 

5  Chronicle 

7  News 

8  Post 

9  Press 

10  Times  Herald 

News 

12  Post 

15  Post-Dispatch 

16  Journal/Constitution 

17  Tribune/Times 
20  Sun 


As  a  rule  of  thumb,  stations  sell  for  just  above  three 
times  revenues,  or  over  20  times  aftertax  earnings.  Out- 
lets bring  a  premium  in  growing  markets  like  Houston, 
and  in  places  like  Detroit  where  competitors  are  fewer. 

A  close  look  at  WTOP,  The  Washington  Post's  home- 
town CBS  affiliate,  shows  that  it  could  be  a  good  buy 
even  at  25  times  earnings.  Its  estimated  1976  revenues 
were  over  $15  million.  They  produced  operating  income 
of  $4.5  million,  assuming  the  station  at  least  equaled 
the  30%  margins  of  the  Post's  broadcasting  division.  At 
an  aftertax  multiple  of  25,  its  selling  price  comes  to 
nearly  $60  million.  However,  if  a  buyer  could  get  an  8% 
loan  for  that  amount,  WTOP  would  probably  pay  for 
itself  in  20  years.  How?  Amortization  comes  to  $6  million 
annually,  but  cash  flow  more  than  covers  it— even  if 
the  whole  purchase  price  is  depreciated  over  the  40 
years  required  for  license  goodwill.  The  tax  collector 
wouldn't  get  a  cent  until  operating  earnings  exceeded 
interest  expenses. 

A  final  point:  The  actual  capital  required  for  TV 
broadcasting  is  extremely  low.  Annual  license  fees  relate 
to  the  cost  of  commercial  time— less  than  five  minutes 
worth.  Broadcasting  equipment  might  run  to  $5  mil- 
lion initially.  Annual  capital  outlays?  Minimal. 

Study  the  numbers  in  the  table  and  eat  your  hearts 
out.  people  in  other  kinds  of  business. 


Tribune  Co.  (p) 
Tribune  Co.  (p) 
Field  Ent.  (p) 
Chron.  Pub.  Co.  (p) 
Evening  News  Assn.  (p) 
Wash.  Post  Co. 
E.W.  Scripps  Co.  (p) 
Times-Mirror  Co. 
A.H.  Belo  Corp.  (p) 
Houston  Post  Co.  (p) 
Pulitzer  Pub.  Lo.  (p) 
Cox  Newspapers,  Inc.  (p) 
Media  Gen'l  Inc. 
A.S.  Abell  Co.  (p) 
Hearst  Corp.  (p) 


WPIX  (I) 
WGN  (I) 
WFLD  (I) 
KRON  (N) 
WWJ  (N) 
WTOP  (C) 
WEWS  (A) 
KDFW  (C) 
WFAA  (A) 
KPRC  (N) 
KSD  (N) 
WSB  (N) 
WFLA  (N) 
WMAR  (C) 
WBAL  (N) 
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What's  The  Score? 

For  months  now,  the  headlines  have  spoken 
mostly  of  a  declining  stock  market.  As  they 
often  are,  the  headlines  are  misleading. 


"Tin-:  mix  k  market  is  apprehensive 
and  discouraged."  So  wrote  the  re- 
9pected  economic  scholar  Irving  Kris- 

tol  in  The  Wall  Street  Journal  recent- 
ly. Kristol  argued  thai  the  market 
was  reflecting  the  mood  of  investors 
disheartened  In  wrongheaded  deci- 
sions npndecisions  that  came  out 
of  Washington. 

It  was  a  nice  point,  hut  not  ncccs 
sarily  true.  Is  the  stock  market  really 
sick?  Are  investors  really  discouraged? 
The  evidence  is  not  at  all  dear.  True, 
the   Dow  Jones  industrial  average 

dropped  115  points  hctvvecn  last  Sep- 
tember and  late  May,  and  has  rallied 
on)\  hesitatingly  since.  Hut  the  Dow 
is  not  the  whole  market.  For  all  their 
hell,  the  30  Dow  stocks  account  for 
only  a  fourth  of  the  value  of  all  New 
York  stock  Exchange  stocks. 

How  have  the  non-Dow  slocks 
been  doing?  By  and  large  they  have 
done  well.  Value  Line  Investment 
Service  keeps  an  index  of  its  own, 
an  unweighted    index    of  1,600-plus 

stocks,  While  the  DJI  was  dropping, 
the  VLI  was  going  up.  It  recently 
stood  2,013  higher  than  it  did  when 
thl  D|l  topped  out  last  September. 
Thus,  si oo  invested  in  the  DJI  would 
be  worth  about  $88.60  today;  but 


$100  in  the  VLI  would  be  worth 
$102.01. 

Which  is  the  better  index  of  what 
people  loosely  call  "the  market"?  In 
one  way,  the  VLI  is.  Being  unweight- 
ed and  very  broad,  it  shows  what  is 
happening  to  the  whole  universe  of 
stocks. 

The  weakness  of  the  VLI  is  that  it 
counts  the  E-Syslems  company  as  be- 
ing equal  to  International  Business 
Machines  or  General  Motors;  it  re 
fleets  stocks  rather  than  dollars.  So, 
let's  look  at  yet  another  index,  the 
Wilshire  Index,  compiled  by  Wilshire 
Associates  of  Santa  Monica,  Calif. 
The  Wilshire  Index  consists  of  5,000 

stocks  weighted  automatically;  that  is, 
it  measures  their  total  market  value 
rather  than  their  price  per  share.  Thus, 
it  is  weighted  like  the  DJI  but  is  far 
broader. 

What  does  the  Wilshire  Index 
show?  It  tends  to  confirm  the  Value 
Line  Index.  During  these  nine  months 
of  decline  in  the  Dow,  the  Wilshire 
Index  was  down  about  \"< .  Remember 
this:  The  Wilshire  stocks  include  the 
Dow  stocks.  If  you  removed  the  Dow 
stocks  from  the  Wilshire  Index,  you 
would  find  that  this  very  broad  index 
had  declined  sc  arcely  at  all. 


And  so,  Irving  Kristol,  what  we 
have  had  is  not  a  declining  stock  mar- 
ket but  declining  Dow  Jones  industri- 
als. And  this  is  quite  easy  to  explain. 
As  everyone  knows,  the  institutions, 
which  dominate  the  market,  have 
been  dumping  growth  stocks— which 
weigh  heavily  in  the  Dow— and  buy- 
ing elsewhere. 

In  fact,  even  within  the  DJI,  there 
have  been  crosscurrents.  Of  the  30 
stocks  that  comprise  the  index,  15 
were  close  to  their  1977  highs  late- 
last  month.  What  dragged  the  index 
down  was  fat  losses  in  a  few  big 
stocks:  Sears,  Roebuck  (oil  L9»)j 
Kastman  Kodak  (off  33'/);  Procter  & 
Gamble  (off  2156);  International  Pa- 
per (off  26%);  General  Motors  (off 
15%)  and  Union  Carbide  (oft  19%). 

What  the  last  nine  months  have 
seen,  then,  is  not  a  declining  stock 
market  but  a  sharp  marking  down  in 
the  prices  of  a  handful  of  big  stocks. 

Of  course,  you  can  look  at  this 
two  ways:  You  can  say  that  the  stock 
market  is  stronger  than  most  people 
realize.  Or,  you  can  say— as  does 
White,  Weld  &  Co.'s  respected  tech- 
nician, John  Mendelson— that  the  sec- 
ondary stocks  have  been  holding  up 
an  otherwise  weak  market.  (Mendel 
son  is  bearish  short-term  because  he 
thinks  the  mass  of  secondary  stoc  ks 
are  "losing  momentum.") 

But  whatever  the  future  may  hold, 
the  economic  pessimists  cannot  make 
a  very  strong  case  out  of  what  has 
been  happening  to  the  stock  market 
in  the  past  nine  months.  Confusing, 
the  market  certainly  has  been.  Weak, 
il  has  not  been.  ■ 


Now  Comes  The  Hard  Part 


The  successful  bidders  for  the  Irvine  Co.  may  find  buying  that  huge 
chunk  of  historic  real  estate  was  easier  than  cashing  in  will  be. 


So  it's  OVER— the  bitter  battle  for 
ownership  of  the  Irvine  Co.,  Southern 
California's  land-rich  real  estate  de- 
velopment firm.  On  or  slightly  before 
July  25,  Irvine  family  members  and 
the  Irvine  Foundation  will  trade  then 
Irvine  Co.  shares  to  Taubman-Allen- 
Irvine,  Inc.,  a  newly  formed  group  of 
superrich  indiv  iduals,  for  $337.4  mil- 
lion cash.  When  the  closing  is  com- 
pleted, the  Irvine  family  heirs  will  give 


up  virtually  all  control  over  the  com- 
pany created  nearly  100  years  ago  by 
the  legendary  James  Irvine. 

And— loaded  with  debt— Taubman- 
Allcn-lrvine's  problems  will  just  begin. 

"These  guys  have  a  huge  nut  to 
crack,"  worries  William  T.  White  III, 
stepson  of  the  late  Myford  Irvine,  and 
himself  minority  stockholder  in  Ir- 
vine's new  owners.  "Short  of  an  ideal 
business  climate  and  everything  going 


1005?  our  way,  I'm  not  even  sure  well 
get  our  investment  back." 

White,  along  with  every  sharehold- 
er save  his  cousin  Joan  Irvine  Smith, 
w  anted  to  sell  Irvine  Co.  to  Mobil  Oil 
(  nip  late  in  1975.  White  says  this 
WOuld  have  made  sense  lor  two  rea- 
sons. First,  Mobil's  offer  at  the  tune 
was  a  tax-free  stock  swap.  White  fi U 
ures  (he  family  members  will  receive 
around  $90  million   after  taxes  from 
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Heiress:  After  years  in  court, 
joan  Irvine  Smith  will  get  $71  mil- 
lion for  her  Irvine  Co.  shares. 


Taubman-Allen-Irvine.  (The  rest  goes 
to  the  Irvine  Foundation,  which  owns 
54.5%  of  the  company  and  pays  no 
taxes.)  But  Mobil's  offer  would  have 
netted  the  family  members  at  least 
$130  million. 

Taubman-Allen-Irvine  is  principally 
owned  by  nine  wealthy  investors. 
Detroit  shopping  center  czar  A.  Al- 
fred Taubman  and  wily  California 
land  developer  Donald  L.  Bren  will 
control  the  company;  they  will  own  as 
much  as  35%  and  around  15%,  re- 
spectively, of  Taubman-Allen-Irvine's 
shares.  Joan  Irvine  Smith  will  get 
about  10%  of  the  firm,  with  Charles 
Allen's  Wall  Street  investment  banking 
firm  Allen  &  Co.  taking  some  12%. 
The  rest  will  be  divvied  up  among 
Henry  Ford  II,  New  Jersey  retailer 
Milton  Petrie  (Forbes,  Dec.  1,  1976) 
and  Detroit  industrialist  and  United 
Brands  Chairman  Max  Fisher. 

It  was  Bren,  the  biggest  single  own- 
er, who  masterminded  the  rather  vi- 
cious advertising  campaign  that  ac- 
cused rival  bidder  Mobil  of  squander- 
ing money  that  it  should  have  been 
using  to  search  for  oil. 

To  produce  $337.4  million  cash,  the 
Taubman  group  leveraged  itself  to  the 
hilt.  The  group's  investors  will  put  up 
only  about  $100  million  of  equity,  and 
sources  suspect  a  good  bit  of  that  will 
be  borrowed.  Nine  big  banks  will 
lend  the  investors  the  other  $237  mil- 
lion or  so  against  Irvine  Co.'s  assets. 

The  new  owners  are  treating  their 
debt-service  requirements  as  a  state 
secret.  But  in  rough  terms,  you  can 


figure  it  out:  Interest  expense  alone 
could  easily  come  to  $23  million  a 
year.  And  amortization  charges  may 
bring  the  total  requirements  to  $40 
million  or  more  annually.  Yet  last  year 
the  Irvine  Co.'s  (record)  cash  flow 
was  just  $29  million;  based  on  current 
development  plans,  management  has 
projected  that  cash  flow  will  approach 
$40  million  by  1982. 

Now  consider  this:  The  Irvine  Co.'s 
development  plan  calls  for  spending  a 
minimum  of  $450  million  over  the 
next  five  years  on  new  projects.  The 
old  Irvine  Co.  wouldn't  have  had 
much  trouble  raising  the  money.  A 
substantial  portion  would  have  been 
generated  internally.  And  borrowing 
was  no  problem:  With  total  debt— all 
long  term— of  just  $131  million  (and 
with  $15  million  cash  in  the  bank), 
the  Irvine  Co.  has  been  one  of  real  es- 
tate's least  leveraged  companies. 

But  no  longer.  Simply  by  buying 
the  company  with  borrowed  funds, 
the  Taubman  group  nearly  triples 
Irvine's  debt  load. 

"There  is  no  question  that  it  will  be 
harder  for  the  company  to  borrow 
under  the  Taubman  group,"  says 
Lansing  Eberling,  Irvine  Co.'s  highly 
regarded  chief  financial  officer.  "Look: 
They've  already  borrowed  heavily  to 
buy  the  company,  and  that  debt  will 
stand  in  front  of  everything  else." 

The  new  owners  have  a  theoretical 
way  out.  One  of  the  Irvine  Co.'s  chief 
attractions  is  the  76,000  acres  of 
mostly  raw  land  the  company  owns 
in  Southern  California's  fast-growing 
Orange  County.  In  the  past  manage- 
ment has  taken  a  very  long-term  view, 
and  developed  the  land  slowly.  This 
is  one  of  the  reasons  Joan  Irvine  Smith 
wanted  to  force  the  sale  of  the  com- 
pany to  a  new  owner— to  speed  up 
the  development  pace. 

But  can  the  new  owners  speed  up 
the  pace  in  order  to  increase  reve- 
nues? Not  likely.  By  cooperating  with 
local  environmentalists  and  consumer- 
ists,  Irvine  management  earned  a 
great  deal  of  good  will.  Throughout 
most  Southern  California  communities, 
local  bureaucrats  determine  develop- 
ment plans  more  than  developers  do. 
This  is  especially  true  in  Irvine,  where 
the  Irvine  Co.'s  development  plan  is 
in  effect  written  into  local  law.  Says 
Irvine's  Mayor  David  Sills:  "In  the 
past  the  city  council  has  set  the  de- 
velopment pace  here,  and  we  will 
continue  to  set  the  pace  regardless  of 
who  owns  the  company."  Sills  adds, 
darkly,  that  the  company's  current 
pace  "is  right  at  the  edge." 

By  late  June,  Irvine's  new  owners 
had  not  so  much  as  shaken  hands 
with  local  officials.  Chances  are  they 
will  be  viewed  as  interlopers  and  meet 
plenty  of  opposition  from  the  locals. 


Worker:  Detroit  real  estate  wheel 
A.  Alfred  Taubman  won  the  Irvine 
Co.  But  will  it  pay  off? 


The  property  has  been  ably  man- 
aged by  Bay  Watson,  a  17-year  vet- 
eran who  knows  the  area  intimately. 
It  is  no  secret  that  he  and  his  chief 
financial  man,  Eberling,  and  his  top 
salesman,  Thomas  Wolff,  are  anxious 
to  start  their  own  company— every 
top-notch  realty  man  is  an  entrepre- 
neur at  heart.  There  could  soon  be  a 
management  vacuum  in  the  company. 

The  new  owners  have  some  op- 
tions. They  can  begin  selling  undevel- 
oped land  to  other  developers  to 
raise  cash  rather  than  as  in  the  past 
doing  all  the  developing  themselves. 
But  the  new  developers  would  face 
the  same  environmental  and  consum- 
erist  opposition  to  fast  development. 

Or  the  new  owners  could  start  sell- 
ing off  Irvine's  portfolio  of  already  de- 
veloped properties— over  $150  million 
worth  of  highly  salable  shopping  cen- 
ters, office  buildings  and  multifamily 
residential  developments.  Says  Taub- 
man: "Real  estate  isn't  like  manufac- 
turing where  you  buy  a  machine  to 
make  a  product.  Real  estate  is  made 
to  be  developed  and  then  sold.  That's 
the  name  of  the  game." 

What  this  would  mean  is  that  the 
century-old  holding  will  be  gradually 
liquidated  with  the  new  owners  mak- 
ing out  if  the  parts  turn  out  to  be 
worth  more  than  the  whole.  Accept- 
ing this,  one  of  the  heirs,  24-year-old 
James  M.  Irvine,  says  with  a  shrug: 
"We've  been  tied  to  that  land  for  far 
too  long.  It's  time  to  let  it  go.  I  think 
we  should  just  call  it  the  Taubman- 
Allen  Co.,  and  take  the  Irvine  off."  ■ 
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The  Greening  Of  S&H 

Trading  stamps— trading  stamps? 
— are  coming  back.  Maybe. 


H.T.  (Ted)  II\mpe,  a  vice  president 
of  the  Sperry  &  Hutchinson  Co.,  was 
a  happy  man. 

Brandishing  a  list  of  220  retail  out- 
lets that  had  taken  on  S&H  Green 
Stamps  in  the  past  eight  months,  he 
proclaimed:  "Stamps  have  been  on  a 

tremendous  comeback." 

Trading  stamps  used  to  he  as  ubiq- 
uitous as  the  leaves  of  autumn.  Be- 
ginning in   the  late  1.960s, 
they  fell  lil^'  autumn  leaves. 
Because  <>f  inflation,  the  en 
ergy  crunch  and  the  indus 
try's  own  wild  proliferation, 

sales  steadily  declined  from 
$800  million  industrywide  in 
L967  to  about  $350  million 
in  L974,  a  point  from  which 
they  haven't  budged  much. 

S&H,  slill  the  largest  com 
pany  in  a  shrunken  indus 
try,  now  detects  some  hope 
ful  straws  in  the  wind:  With 
some  food  stores  growing  dis- 
enchanted with  discounting, 
Allied  Supermarkets,  Inc.  ol 

Detroit  in  May  became  the 
first  major  food  chain  there 
to  offer  stamps  in  more  than 
three     years      (they  were 

S&H's).  Green  Stamp  truck- 
stop    Outlets     increased  by 
100,  to  more  than  360  in 
the-   past   year.    Result:    Alter  seven 
years     ol     decline,     Cnen  Stamps 
showed  a  modest   uptick   m   sales  of 
5.951  iii  the  first  quarter. 

Whether  tins  amounts  to  a  renais- 
sance is  something  else  again,  but 
S&H  is  now  positioned  so  that  it  isn't 
as  much  a  matter  of  life  or  death. 
In  fact,  it  is  now  a  diversified  home- 
furnishings  company  rather  than  a  di- 
versified stamp  company.  Since  1974 
more  revenue  has  come  from  the  fur- 
niture and  carpet  companies  S&H  has 
acquired  than  from  stamps;  in  1976, 
for  the  first  time,  more  earnings  did. 
Even  the  name  has  been  phased  out 
of  the  corporate  tabic  of  organization; 
the  "S&H  Green  Stamps  division"  last 
year  officially  became  "S&H  Promo- 
tional Services." 

Founded  in  1896  by  Thomas  Sper- 
ry and  Shelley  Hutchinson,  the  com- 


pany has  been  owned  or  controlled 
since  1903  (when  Hutchinson  sold 
out  to  his  partner's  brother)  by  Sper- 
ry's  descendants,  and  since  the  1920s 
by  the  Beinecke  family.  Until  1966, 
when  the  Bcineckcs  had  their  first 
public  offering,  S&H  was  one  ol  the 
largest  privately  held  companies  in 
the  U.S. 

Trading  stamps  have  some  intrigu- 


ing  attractions.  About  half  the  stamps 
sold  are  not  redeemed  for  about  a 
year,  so  stamp  companies  have  the 
use  of  large  floats  of  capital,  loaned 
interest  free,  in  effect,  by  consumers. 
As  late  as  1970  S&H  had  no  debt  and 
a  huge  horde  of  cash  and  short-term 
securities  that  stood  at  $170  million 
at  times.  Much  of  this  money  went 
into  an  investment  portfolio;  since 
1967  more  than  $180  million  in  cash 
has  gone  into  acquisitions— in  home 
furnishings,  banking,  retailing  and 
insurance. 

So  when  the  crunch  came  in  trad- 
ing stamps,  S&H  was  better  prepared 
than  most  of  its  400  or  so  competitors, 
90%  of  whom  have  gone  out  of  busi- 
ness. It  was  some  crunch.  As  early 
as  the  1960s  Green  Stamps  had  been 
attracting  competing  stamps  of  every 
hue.  When  the  market  was  saturated. 


some  stamp  companies  started  under- 
cutting on  price  and  selling  every  store 
in  town  rather  than  granting  fran- 
chises as  S&H  did.  In  the  late  1960s, 
with  food  prices  soaring,  housewives 
started  looking  for  bargains,  and  the 
grocery  stores  (then,  as  now,  the 
mainstay  of  the  stamp  business) 
turned  from  stamps  to  discounting. 
Then  came  the  1973  oil  embargo. 
When  the  service  stations  stopped 
washing  windshields,  they  stopped 
giving  stamps.  S&H  once  got  $90  mil- 
lion annually  from  service  stations;  by 
1974,  90%  of  it  had  disappeared. 

It  was  not  a  good  time  for  home 
furnishings,  either.  Hit  on  both  fronts 
by  the  1975  recession,  overall  sales 
and    operating    revenues    fell  from 
$604.2   million   in    1973  to 
$550.1  million  in  1975;  stamp 
revenues     plummeted  43% 
from  1969,  to  $194  million 
last  year.  The  stock,  which 
sold  at  59ft,  18  times  earn- 
ings, in  January  1970,  fell  to 
6%  in  1974  (recent  price  per 
share:  WA). 

But  last  year  the  diversi- 
fication paid  off  in  the  sec- 
ond-best sales  year  in  S&H's 
history.    At    $612  million, 
they  were  just  short  of  1973's 
record.    Earnings    of  $24.1 
million     were     almost  2/2 
times  those  of  1975.  And  that 
came  despite  a  continued  de- 
cline in  stamp  and  promo- 
tional revenues.  Says  Chair- 
William    S.  Beinecke: 
furnishings    and  ser- 
businesses   are  begin- 
ning to  produce  the  results 
we  anticipated." 

From  this  base,  any  true  revival  in 
stamps  will  be  profitable.  But  there  are 
countcrforces.  In  the  hectic  stamp-war 
days,  angry  merchants  and  consumer 
groups  got  restrictive  laws  passed  in 
several  legislatures.  A  few  states  still 
require  such  things  as  mandatory  re- 
demption in  cash  rather  than  merchan- 
dise, and  one,  Kansas,  still  bans 
stamps  completely  on  merchandise 
(but  not  on  services).  And  if  stamps 
boom  again,  they  could  bust  again. 
Says  Hyman  Heimowitz,  president  of 
the  Trading  Stamp  Institute  of  Ameri- 
ca: "It  may  be  true  that  the  industry 
to  some  extent  carries  the  seeds  of  its 
ow  n  destruction." 

Are  stamps  on  a  "tremendous  come- 
back"? Maybe,  but  don't  hang  your 
hat  on  it.  Fortunately,  Sperry  &  Hutch- 
inson increasingly  doesn't  have  to.  ■ 


36 


FORBES,  JULY  1,  1977 


Agricultural  chemicals  helped  Stauffer  break 
through  the  billion  dollar  mark  in  1976.  Overall 
company  sales  reached  a  record  $1.1  billion. 
Earnings  hit  an  all-time  high  of  $113  million. 
Earnings-per-share  climbed  to  $5.20.  Divi- 
dends increased  20%  in  1976  and  25%  this  year 
to  reach  $1 .80  per  share  annually. 

1976  was  our  fifth  straight  year  of  sales  and 
earnings  growth.  One  reason  is  leadership  in 
proprietary  agricultural  chemicals  to  help  the 
farmer  increase  crop  yields.  But  to  get  a  total 
picture  of  Stauffer  you  need  to  look  at  all  the 


markets  we  serve.  Food  systems;  transporta- 
tion; building,  construction  and  furnishings; 
petroleum  and  refining;  laundry  and  dryclean- 
ing;  water  treatment;  packaging  and  con- 
tainers; textiles;  consumer  goods  and  others. 

To  get  the  full  story  on  how  Stauffer  is  help- 
ing these  markets  grow— and  how  we're  grow- 
ing with  them,  write  for  our 
Annual  Report  and  Markets 
Report.  Stauffer  Chemical 
Company,  Dept.  B,  Westport,  CT 
06880. 


Stauffer 

CHEMICALS 


That's  because  we're  experts 
at  showing  our  customers  how  to 
use  their  capital  resources  more 
effectively  And  we  do  it  with  inno- 
vative marketing  approaches. 

Iters  capital  equipment  leasing 
and  marketing  services  encompass 
not  only  financial  services,  but  data 
products  and  transportation  as  well. 
And  we  provide  data  processing 
services  to  industries  such  as  manu- 
facturing, wholesaling,  banking,  law, 
retail  and  transportation. 


Our  creative  marketing  ideas 
have  done  as  much  for  Itel  as  they 
have  for  our  customers.  In  just  nine 
years,  we've  gone  from  $2.2  million 
in  revenues  to  well  over  $260  million. 

1976  saw  record  net  earnings  for 
Itel  in  excess  of  $16  million.  And 
our  financial  success  is  continuing 
steadily-  in  the  first  three  months  of 

1977  alone,  our  revenues  increased 
to  a  record  $78.6  million  and  sur- 
passed last  year's  first  quarter 
revenues  by  nearly  40%. 

Contributing  to  our  outstanding 
financial  performance  last  year  was 
the  arrangement  of  more  than  one- 
half  billion  dollars  of  lease  financing. 
And  ltel's  new  Rail  Division  put 
$55  million  of  equipment  on  lease 


and  operated  at  a  profit  in  its  first  full 
year.  In  addition,  our  data  services 
operation  increased  its  revenues 
by  more  than  60%. 

These  are  just  some  of  the  areas 
in  which  we  have  an  inside  track. 
So  you  may  want  to  keep  an  eye 
on  us  to  see  where  we're  going. 

Itel.  We're  a  company  that  will 
grow  on  you. 


CORPORATION 

One  Embarcadero  Center 
San  Francisco,  California  941 1 1 
Telephone  (415)983-0000 


In  financial  services 
we've  got  an  inside 
track. 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I.  For  further  information,  write  for  our  annual  report. 
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1«  Does  the  Head  Waiter 
practice 

a)  friendly  persuasion, 

b)  contemptuous  servility,  or 

c)  interested  attention? 

2.  Do  the  souffles  always 
come  up  to  expectations  or 
are  they  sometimes  a  bit  of  a 
let  down? 

3*  Can  they  always  find  you  a 
table,  even  when  they're  fully 
booked? 

4»Is  the  cuisine  as  inter- 
national as  the  menu? 

If  you  chose  your  bank  the  way 
you'd  choose  a  restaurant,  would 
yours  give  you  food  for  thought? 

Barclays  International  really  is 
international.  Quite  apart  from  the 
3000  Barclays  branches  in  the  UK, 
we  have  1700  branches  in  over  70 
countries.  Each  offering  a  worldwide 


range  of  services,  including  the 
banking  skills  of  managers  who  have 
broad  experience  of  working  in  a 
variety  of  overseas  markets. 

You  will  find  banking  at  Barclays 
International  is  like  having  your 
own  personal  Head  Waiter.  You'll 
deal  with  an  experienced  executive 
who'll  get  to  know  your  special 
needs,  and  who  can  call  on  a 
comprehensive  range  of  banking 
skills  and  on-the-spot  knowledge 
from  our  world-wide  network. 

In  this  country  and  around  the 
world,  we  specialize  in  overseas 
finance  and  credit,  providing 
introductions,  market  intelligence 
and  economic  forecasts.  That's  just 
for  starters. 

For  the  a  la  carte  menu  of 
services  get  in  touch  with  our 
Vice-President,  Corporate  Business 
Development  at  200  Park  Avenue, 
New  York,  N.Y,  10017. 


RCLAYS 

national 


Five  stars  in  the  Good  Bank  Guide. 


Central  Warsaw  (At  Left,  The  Opera  House):  After  an  explosion  of  disposable  income,  not  inflation  but  shortages. 

Can  Marxism  Stand  Prosperity? 


Poland's  problems  stem  no  longer  from  poverty  but  from  a  growing 
affluence.  This  Communist  country  faces  a  situation  where 
neither  Marx  nor  Lenin  provides  many  answers. 


By  GEOFFREY  SMITH 

If  you  go  to  Poland,  leave  behind  any  preconceptions 
about  life  in  the  Eastern  bloc.  May  Day  in  Warsaw  does 
not  echo  to  the  rumbling  tread  of  T-54  medium  tanks  and 
the  synchronous  tap  of  goose-stepping  jackboots  as  in  East 
Germany.  Nor  does  it  dazzle  the  eye  with  gridiron  half- 
time  shows  as  in  the  Soviet  Union.  In  Warsaw,  May  Day 
is  a  come-as-you-are  family  walkabout. 

Chiefly,  it  is  fun.  Here  and  there  among  the  workers  you 
spot  the  Polish  military,  but  with  wives,  daughters  and  sons 
in  hand.  Polish  labor  is  massed  by  factory  under  scarlet 
banners  but  the  prevailing  mood  is  for  flirtation,  not  ex- 
hortation. Speeches  are  brief,  appallingly  dull,  and  ignored. 

But  what  about  all  those  headlines?  Ones  like  these: 

Murder  In  Cracow  Fans  Student  Unrest 

The  Observer  (5/77) 

Poland:  Huge  Debt  Stalls  Western  Ventures 

Business  Week  (1/77) 

Nationwide  Strikes  Force  Polish  Premier  To 
Retract  Huge  Increases  In  Food  Prices 

The  Wall  Street  Journal  (12/76) 

Poland:  Dangerous  Discontent 

Time  (11/76) 


They  are  true— as  far  as  they  go.  The  fact  they  obscure 
is  that  for  the  past  six  years  under  a  liberalized  regime  the 
35  million  Poles  have  enjoyed  the  fastest  growth  of  any 
sizable  economy  in  the  world.  Ever  since  Communist  Party 
Chairman  Edward  Gierek  took  over  from  Wladyslaw  Go- 
mulka  in  1970,  the  Polish  economy  has  grown  at  an  av- 
erage 12%  a  year— faster  than  Japan  or  even  Brazil. 

Nor  is  that  growth  rate  high  simply  because  the  Polish 
economy  is  very  small.  In  terms  of  industrial  output,  Poland 
has  the  tenth-largest  economy  in  the  world— comparable  to 
that  of  Spain  or  Brazil.  Year  after  year  the  Poles  have 
poured  one-third  of  their  gross  national  product  into  plant 
and  equipment  (compared  to  U.S.  13%,  Brazil  23%,  Japan 
30%).  Roughly  half  of  the  machinery  in  Polish  factories 
today  is  less  than  five  years  old,  and  often  incorporates 
the  most  advanced  technology  the  West  has  to  offer. 

To  portray  all  this  as  a  triumph  of  socialist  planning 
would  be  to  ignore  the  fact  that  it  was  accomplished,  in 
part,  at  the  expense  of  consumer  goods  production  in  a 
way  that  would  have  been  difficult  if  not  impossible  to  do 
in  a  democracy;  and  in  part  by  lavish  borrowings  abroad 
to  pay  for  machinery  and  technology. 

It  was  not  accomplished  without  turmoil  and  serious 
miscalculations.  To  keep  the  people  happy  under  a  regime 
that  was  less  totalitarian  than  some,  the  government  held 
down  food  prices  and  rents  while  allowing  wages  to  rise- 
sharply.  The  result  was  an  explosion  of  disposable  income 
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Memorial:  Near  the  Opera  House,  Nike 
rages  in  remembrance  of  wartime  horrors. 


—up  50%  in  five  years  but  without  enough  consumer  goods 
to  absorb  it.  What  would  have  manifested  itself  as  inflation 
in  a  capitalist  country  manifests  itself  as  shortages  here. 
For  example,  there  is  now  a  three-year  wait  for  Polski- 
Fiat  automobiles,  with  installment  buying  in  reverse:  You 
begin  paying  at  the  start  of  the  three  years  and  get  the 
car  only  after  the  last  payment  has  been  made.  (Not  sur- 
prisingly, a  good  used  Polski-Fiat  sells  for  double  the  price 
of  a  new  one.) 

The  problem  is  the  government-owned  auto  factory,  al- 
though it  has  raised  production  by  156%  since  1970,  built 
only  164,000  cars  last  year.  (If  Detroit  produced  at  this 
level,  we  would  have  only  1  million  cars  a  year,  10%  of  the 
actual  number.)  Consumer  goods  shortages  are  not  univer- 
sal—in TV  sets  and  washing  machines,  for  example,  the 
market  is  near  saturation.  But  the  shortages  are  numer- 
ous enough  to  cause  discontent,  especially  in  housing. 

To  absorb  some  of  this  disposable  income,  to  dampen 
the  demand  for  goods  that  the  factories  cannot  provide,  the 
government  permits  Poles  to  travel  freely— not  just  to  other 
socialist  countries  but  to  Western  Europe,  the  U.S.,  any- 
where they  want.  Last  year,  400,000  Poles  traveled 
abroad.  How  can  they  afford  it,  given  the  fact  that  the 
rather  unpopular  zloty  is  not  convertible?  Under  Gierek, 
Poles  are  permitted  to  hold  hard  currency  (relatives  in 
the  large  Polish  communities  in  the  U.S.  and  Britain  often 
send  cash)  and  take  it  out  of  the  country  with  them.  This 
year  they  don't  even  have  to  tell  the  government  how  they 
got  that  hard  currency.  (Bringing  all  those  dollars,  marks, 
etc.  out  from  the  mattress  adds  to  Poland's  hard  currency 
reserves,  however  briefly,  in  the  form  of  bank  float.) 

So  hungry  are  the  Poles  for  consumer  goods  that  when 
Gierek  persuaded  East  Germany  to  open  her  borders  to  the 
Poles  in  1971,  Poles  came  thundering  across  the  border 
like  Pattoh's  Second  Armored  in  reverse,  giving  rise  to 
one  of  those  famous  Polish  jokes.  (Things  got  so  bad  in 
East  Germany  that  the  only  way  the  Germans  could  get 
into  their  own  stores  was  to  have  the  Polish  national  an- 
them played  over  the  loudspeakers  every  15  minutes. 
While  the  patriotic  Poles  stood  at  attention,  the  Germans 
could  get  to  the  counters.)  The  borders  are  still  open,  but 
the  amount  of  currency  that  can  be  converted  has  been 
sharply  restricted.  In  spite  of  this,  liberalization  goes  on. 
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In  the  wake  of  the  bloody  riots  that  toppled  Gomulka's 
rather  repressive  regime,  Gierek  also  relaxed  internal  se- 
curity. There  are  now  avowed  capitalists  in  the  Polish 
Society  of  Economists,  whose  Secretary  General  Rafal 
Krawczyk  says  he's  not  sure  if  he's  a  socialist.  Criticism  of 
government  policy  is  permitted— if  not  encouraged. 

People  are  less'  terrified  of  the  police  here  than  in  most 
totalitarian  countries.  The  Poles,  who  have  never  been 
noted  for  their  high  regard  for  personal  safety,  take  obvious 
delight  in  flashing  their  headlights  at  oncoming  motorists 
to  warn  of  traffic  cops.  And  there's  not  a  self-respecting 
Polish  farmer  within  50  miles  of  a  national  highway  who 
doesn't  ride  on  it  in  his  horse-drawn  cart,  even  though  that 
is  specifically  prohibited  by  law.  Well,  there  are  a  lot  of 
Polish  farmers.  Twenty  years  ago  they  didn't  want  to  be 
collectivized  either,  which  is  why  80%  of  Polish  farmland 
is  still  privately  owned— unique  in  the  East  bloc. 

If  things  are  so  much  better  in  Poland  now,  then  why 
in  June  of  1976  did  workers  at  the  Ursus  tractor  works 
near  Warsaw  rip  up  railroad  track  and  demonstrators  set 
fire  to  Communist  Party  headquarters  in  Radom?  Quite 
simply  because  the  Polish  government,  out  of  touch  with 
popular  feeling,  moved  too  fast  to  soak  up  excess  purchas- 
ing power.  It  announced  that  it  intended  to  raise  the  price 
of  meat,  fish,  poultry,  butter,  rice  and  some  vegetables  at 
one  stroke  by  as  much  as  69%.  Since  about  45%  of  a  Pole's 
disposable  income  is  spent  on  food,  the  proposed  price 
hike  would  have  just  about  eliminated  all  the  gains  in  dis- 
posable income  of  the  preceding  5/2  years. 

Two  days  later  the  government  hastily  backed  down. 

How  could  the  Gierek  regime  have  made  such  an  ob- 
vious blunder— the  very  same  blunder  that  had  brought 
down  Gomulka's  regime?  Mainly  because  of  a  disregard 
of  public  opinion  and  timing  that  would  have  been  un- 
thinkable in  a  democracy. 

Pawel  Bozyk  is  chairman  of  the  Polish  equivalent  of  the 
Council  of  Economic  Advisers  and  longtime  economic  aide 
and  personal  secretary  to  Gierek.  Bozyk  was  the  man,  who, 
more  than  anyone  else,  argued  for  the  disastrous  price 
hikes.  Says  Bozyk  defensively:  "There  were  also  plans  to 
increase  real  wages  at  the  same  time.  The  intent  was  to 
change  the  price  structure,  not  lower  purchasing  power. 

From  1971  to  1976,"  he  adds,  "our  net  national  in- 
come grew  at  12%  a  year.  Personal  disposable  in- 
come was  rising  8%  a  year  in  real  purchasing  power. 
In  foreign  trade,  the  price  of  certain  goods  like  petroleum, 
chemicals  and  machinery  tripled.  Yet  all  this  time  the 
price  of  meat  and  foodstuffs  were  frozen.  Then  we  had 
three  very  poor  harvests  in  a  row.  In  such  a  situation, 
no  matter  what  the  economic  system  is,  it's  impossible  to 
keep  prices  constant.  So  we  had  two  alternatives:  We 
could  increase  food  prices  gradually,  which  would  have 
meant  price  increases  every  year.  Or  we  could  do  it  all 
at  once,  increasing  prices  50%  or  so,  which  would  allow 
us  to  stabilize  them  over  a  longer  period."  Since  Marx- 
ist theory  calls  for  stable  prices,  Bozyk  argued  for  the 
latter  course— apparently  on  the  theory  that  a  single  big 
price  increase  doesn't  count  as  inflation.  It  was  as  if  Pres- 
ident Carter  were  to  decree  $1.20  a  gallon  gasoline  and 
natural  gas  at  $4.50  per  thousand  cubic  feet.  This  Marx- 
ist tactic  almost  brought  down  the  Polish  government. 

Bozyk  sighs:  "We  will  have  to  slow  down  the  rate  of 
economic  development  in  order  to  maintain  low  prices." 

Bozyk  goes  on:  "For  50  years  we've  been  telling  peo- 
ple that  in  a  socialistic  economic  system  prices  will  be 
constant  forever,  and  that  is  true  as  long  as  the  economic 
growth  rate  is  low  or  average.  But  when  you  get  acceler- 
ation as  rapidly  as  we  did,  it  was  obviously  not  possible  to 
maintain  stable  prices."  The  Poles  now  realize  that  even 
with  Marxism,  two  plus  two  equals  four.  Bozyk:  "It  is  not 
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really  a  question  of  money.  It  is  a  question  of  machinery." 

Machinery,  indeed.  For  nearly  a  quarter  of  a  century, 
Poland  had  to  concentrate  on  rebuilding  from  World 
War  II  not  only  factories  but  virtually  everything.  And 
without  benefit  of  much  in  the  way  of  foreign  aid.  (Mar- 
shall Plan  aid  was  offered,  but  refused,  under  the  watch- 
ing eyes  of  Soviet  divisions.)  It  was  a  war  in  which  85% 
of  Warsaw  and  other  Polish  cities  were  razed  and  22% 
of  the  population  slain  or  dead  of  hunger  and  disease. 

You  still  see  the  signs  of  building  everywhere.  Fragile 
yellow  cranes  stand  all  around  the  outskirts  of  grimy,  in- 
dustrial Katowice  like  gathering  flocks  of  heron  dragging 
fish  up  from  the  sea.  In  every  village,  every  crossroads 
even,  men  are  busily  building  their  own  houses,  slapping 
mortar  on  bricks,  on  cinderblock,  apologizing  that  bare 
cinderblock  must  be  left  exposed  because  there  is  not 
enough  paint,  enough  plaster. 

But  rebuilding  no  longer  occupies  100%  of  Polish  ener- 
gies, and  the  Poles  are  discovering  that  the  rigidities  of 
the  classic  Marxist  economic  model  are  starting  to  back- 
fire—and not  only  in  food  prices.  "This  almost  wartime 
economic  policy  is  good  for  reconstruction,"  says  economist 
Rafal  Krawczyk,  "but  it  just  doesn't  work  when  industry 
gets  more  complicated. 

"You  see,"  Krawczyk  goes  on,  "at  the  beginning  of  our 
system  we  had  two  main  goals.  One  was  very  rapid  eco- 
nomic growth.  The  other  was  full  employment.  In  the 
long  run,  however,  this  is  a  contradiction."  Why?  Part- 
ly because  Poland,  like  the  U.S.,  is  experiencing  a  huge 
bulge  in  the  number  of  people  entering  the  workforce  every 
year,  a  consequence— again  like  ours— of  the  post  World 
War  II  boom  in  the  birthrate.  And  partly  because  the 
younger  Poles,  unlike  their  forebears,  are  not  content  to 
live  on  farms  in  spite  of  efforts  by  the  government  to 
slow  the  rural  exodus. 

Since  a  theoretically  Marxist  state  cannot  accept  unem- 
ployment—and since,  in  fact,  the  Poles  cannot  solve  the 
basic  problem  any  better  than  we  can— they  end  up  by 
endless  overstaffing.  But  this  itself  becomes  a  drag  on 
growth,  since  resources  are  wasted  on  economically  un- 
productive employment. 

Official  policy  toward  small,  capitalistic  enterprises  illus- 
trates how  this  works.  Such  enterprises  are  only  allowed 
to  employ  seven  people.  George  Blikle  runs  an  elegant 


Celebration:  May  Day  in  Warsaw  is  disor- 
ganized, noisy  and  fun— and  without  tanks. 


little  bakery  cn  Nowa  Swiat  Street  in  Warsaw  and  claims 
such  notables  as  Queen  Elizabeth  and  Warren  Beatty 
among  his  patrons.  Polish  capitalists  like  Blikle  wonder  why 
the  government  doesn't  just  let  them  expand.  Wouldn't 
that  eliminate  all  that  underemployment  and  provide 
growth  at  the  same  time? 

Krawczyk  smiles.  He  has  the  standard  answers.  "A 
friend  of  mine  I  went  to  school  with  at  the  University  of 
Warsaw  has  his  own  business  making  some  kind  of  plastic 
product  here  in  Poland,"  he  says.  "He's  only  been  at  it  since 
1968  and  he  can  only  employ  five  people  besides  his  wife 
and  himself,  but  he  now  is  making  so  much  money  he 
doesn't  know  what  to  do  with  it  all.  He  doesn't  understand 
why  the  government  doesn't  like  businessmen  like  him.  He 
says  he  is  very  efficient.  Of  course,  he  is.  He  doesn't  have 
to  pay  for  these  people  who  are  not  really  needed  by  the 


Dig  They  Must:  Coal  mined  2,000  feet  below  the  streets  of  Katowice  helps  pay  for  Poland's  machinery  imports  from  the 
West.  The  coal  miners  are  among  the  highest  paid  labor  in  the  country,  and  most  Poles  say  they  deserve  to  be. 


Points  Of  Friction:  Last  year's  worker  protests  followed  proposals  to  raise  food  prices  sharply.  Poland's  tiny,  privately 
owned  farms  would  be  more  productive  if  they  were  larger  and  mechanized.  Farmers  are  willing,  but  tractors  are  scarce. 


economy.  If  everyone  was  very  efficient  like  him,  we  would 
have  perhaps  15%  unemployment." 

Polish  officials  justify  the  inefficiencies  of  overstaffing 
by  pointing  out  that  Poland  is  presently  undergoing  in  one 
generation  an  agricultural  revolution  that  is  sending  hordes 
<>l  young  people  into  (he  cities. 

"Twent)  years  ago  there  was  no  way  to  force  the  small 
Farmei  to  give  up  his  land  to  the  government,"  says  Pawel 
Bozyk,  "bill  the  present  generation  would  rather  live  in 

town.  Not  because  ol  die  money,  because  they  can  often 
earn  more  in  a  small  rural  village,  but  because  ol  the  way 
<il  life.  And  older  people  are  more  anxious  to  sell  because 

we  have  introduced  .1  system  ol  pensions  that  guaran 

Ices  an  income  lot  life." 

However,  everything  is  happening  at  once.  "We  don't 
have  enough  agricultural  equipment  or  fertilizer  at  the 
moment  In  lake  over  all  these  small  farms  without  a  loss 
in  production,''  bozyk  explains.  "So  we  are  asking  small 
farmers  to  wait  one  or  two  years,  to  keep  cultivating  the 
land."  By  then  Bozyk  hopes  those  new  tractors  from  the 
Ursus  expansion  will  be  rolling  off  the  assembly  line.  In 
the  meantime,  the  economy  absorbs  the  inefficiency  of 
small  farms  rather  than  having  to  absorb  the  unemploy- 
ment of  their  proprietors. 

Clearly,  rapid  growth  in  an  economy  that  is  only  partly 
developed  causes  as  many  problems  as  it  solves— and 
neither  Marx  nor  Lenin  offers  much  guidance.  This— on 
top  of  traditional  Polish  assertiveness— explains  the  prag- 
matic, non-Marxist,  if  not  anti-Marxist,  talk  one  hears  so 
often  m  Polish  intellectual  and  even  government  circles 
these  days. 

The  same  rapid  growth  helps  explain  the  foreign  fi- 
nancial problems  Poland  is  having.  In  just  the  past  three 
years  Poland's  trade  deficit  with  the  West  has  tripled  to 
about  $3  billion,  and  her  borrowings  from  Western  banks 
have  climbed  to  between  $6  billion  and  $9  billion  (the  ex- 
act amount  is  a  state  secret).  Even  using  the  conservative 
debt  estimate,  about  38%  of  the  hard  currency  she  earns 
from  exports  must  be  used  to  pay  off  the  interest  and 
amortization  of  that  foreign  debt. 

"Obviously,  we  can't  continue  to  have  such  a  large 
trade  deficit  very  long,"  conceded  First  Deputy  Finance 
Minister  Marion  Tschak  recently,  while  a  Polish  finance 
team  in  London  was  busily  negotiating  a  vital  400-mil- 
lion  Eurodollar  medium-term  refinancing.  Is  Poland  under 
pressure  to  slow  down  from  Western  banks?  "Let's  just  say 
the  background  music  is  unpleasant,"  smiles  Tschak. 

So  Poland  is  having  to  dance  to  the  new,  slower  tune. 


"For  the  next  five  years,"  says  Tschak,  "our  estimates  call 
for  a  7%-to-8%  increase  in  gross  national  product  [that's 
down  from  10%  in  1976  and  12%  or  better  in  prior 
years].  We've  been  devoting  30%  of  our  GNP  to  capital 
investment  for  the  past  three  years.  We'd  like  to  lower 
that  to  about  25%  of  GNP  in  order  to  accelerate  the  pace 
ol  debt  repayment  and  to  reduce  imports." 

For  the  short  term  Poland  has  shifted  from  Western  to 
Eastern  suppliers  where  possible.  In  the  first  quarter 
of  this  year,  while  imports  from  the  West  held  steady 
(down  1%),  imports  from  other  socialist  countries  rose 
sharply  (up  27%).  Exports  to  the  West  rose  only  a  mod- 
est 1.0%,  although  Tschak  says  the  figure  would  have  been 
more  like  20%  had  Western  prices  held  steady  (coal,  for 
example,  dropped  roughly  9%). 

What  Tschak  is  counting  on  to  make  the  dramatic 
shift  in  the  trade  balance  is  import  substitution.  "We  pro- 
duce about  15  million  tons  of  steel  a  year  now,"  he  says. 
"But  still  last  year  we  had  to  import  1  million  tons 
more.  This  year  we  will  only  have  to  import  half  a  million 
tons  [bad  news  for  hard-pressed  Western  steelmen].  And 
by  1979  or  1980  [when  the  big  Huta  Katowice  works 
is  fully  operational]  we  expect  to  be  an  exporter  of  steel. 
Not  raw  steel  either,  but  finished  steel  products.  This  is 
happening  in  many  fields.  For  some  time  we  had  to  import 
cement.  Now  we  are  an  exporter  of  cement." 

■  11  pushing  to  create-  an  industrial  society,  the  Poles, 
I  unlike  the  Russians  but  like  other  Eastern  bloc 
B  nations,  have  not  hesitated  to  form  pragmatic  part- 
nerships with  Western  businessmen.  Canada's  Massey-Fer- 
guson  is  a  partner  in  the  $5()0-million  expansion  of  Po- 
land's Ursus  tractor  plant.  Massey  will  not  get  dividends, 
but  gets  first  call  on  the  plant's  exportable  production. 
tngersoll-Rand  is  trying  to  nail  down  a  contract  for  several 
million  dollars  in  papennaking  equipment.  RCA  and  Corn- 
ing Glass  have  agreed  to  supply  the  expertise  for  a 
color-TV  venture.  In  short,  the  Poles  seem  less  afraid  of 
violating  Marxist  orthodoxy  than  of  disappointing  the  ris- 
ing expectations  of  their  own  people. 

Poland  is  even  hoping— praying  might  be  the  better  word 
—  lor  a  stronger  industrial  pickup  in  the  capitalist  world 
so  that  the  capitalists  can  take  more  Polish  exports.  Cop- 
per is  a  particular  case  in  point.  The  world  price  of 
copper  right  now  is  terribly  depressed  (Forbes,  June  1) . 
"We  have  taken  on  debt  to  develop  the  copper  indus- 
try," says  Deputy  Finance  Minister  Tschak.  "By  1980 
we  will  be  producing  over  400,000  tons  of  copper,  which 
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will  rank  Poland  as  a  major  producer,  about  equal  in 
output  to  Zaire,  of  which  almost  two-thirds  will  be  ear- 
marked for  export." 

In  expanding  trade  with  the  West,  the  Poles  are 
running  into  problems.  The  latest  incident  took  place  in 
the  U.S.  and  has  to  do  with  golf  carts,  of  all  things  (golf 
is  not  exactly  the  Polish  national  pastime).  U.S.  golf  cart 
producers,  of  which  there  are  many,  recently  hauled  Po- 
land into  court  charging  it  with  selling  Polish  golf  carts 
in  the  U.S.  for  less  than  it  costs  to  manufacture  them— 
which  is  illegal  in  the  U.S.  and  a  violation  of  the  General 
Agreement  on  Tariffs  &  Trade. 

Grumbles  Sykstus  Olesik,  First  Deputy  Minister  of  Plan- 
ning, a  hardliner  of  the  old  school  whose  outlook  on  life 
has  not  been  sweetened  by  the  recent  Western  recession 
that  made  lies  of  his  export  predictions:  "There  is  a  con- 
spiracy to  drive  us  out  of  the  U.S.  in  such  things  as  shoes, 
textiles  [under  import  quotas]  and  golf  carts.  On  American 
plans  we  have  built  a  factory  producing  10,000  golf  carts 
a  year.  Do  you  know  how  much  the  golf  cart  problem 
scares  our  industry?  They  are  afraid  to  invest  in  anything 
aimed  at  the  American  market!" 

Are  the  Poles  dumping?  The  central  question  is  the  mea- 
surement of  cost,  a  tricky  business  when  comparing  mar- 
ket economies  and  centrally  planned  economies.  Take  coal, 
for  instance.  The  keystone  of  the  entire  Polish  economy 
and  a  major  export  is  still  its  vast,  high-quality  hard-coal 
reserves  estimated  at  130  billion  metric  tons  to  a  depth  of 
1,200  meters  (roughly  4,000  feet).  The  Poles  spend  a  lot 
of  money  pampering  the  305,000  miners  who  rip  this  valu- 
able export  commodity  from  the  earth.  Their  wages  are 
generally  about  twice  the  national  average,  often  equal  to 
those  of  plant  managers;  their  housing  is  the  best  available, 
and  free;  last  year  356,000  Poles  from  mining  families 
spent  paid  two-week  vacations  at  lavish  state-owned  ski 
resorts  like  Zakopane  in  the  Tatra  Mountains  and  in  "rec- 
reation centers"  in  Bulgaria,  Yugoslavia  and  other  sunny 
socialist  climes.  At  many  mines  there  are  also  such  ameni- 


ties as  free  language  laboratories  and  swimming  pools. 

Officials  of  Britain's  National  Coal  Board  recently  com- 
plained to  Common  Market  officials  that  Polish  coal  was 
being  sold  for  roughly  $17  a  ton  under  the  market  price. 

Pawel  Bozyk,  who  for  eight  years  was  Director  of  Po- 
land's Institute  of  Foreign  Trade,  concedes:  "If  you  calcu- 
late costs  at  the  official  rate  of  exchange,  which  is  four 
times  lower  than  the  black  market  exchange  rate  that  is 
determined  by  supply  and  demand,  then  you  would  con* 
elude  that  what  we  are  doing  is  pure  dumping.  Because 
our  money  is  not  convertible,  however,  it  is  really  rather 
complicated  to  know  which  exchange  rate  to  use  in. such 
calculations. 

"We  don't  measure  the  cost  effectiveness  of  each  trans- 
action. We  look  at  all  imports  and  all  exports  in  tin  au, 
gregate.  We  do  not  permit  the  export  of  goods  below  the 
cost  of  production,  but  we  do  permit  the  export  of  goods 
where  we  have  only  1%  profit,  as  well  as  those,  like  ham, 
where  we  make  over  80%  profit  [hence  the  frequent  scar- 
city of  ham  in  Polish  butcher  shops]." 

Poland  allows  her  shopkeepers  and  small  business- 
men to  make  a  profit.  Indeed,  the  state  encourages 
such  small  entrepreneurs,  most  of  whom  provide 
consumer  services  that  the  central  planners  have  no  time 
for.  Where  Poland  differs  from  socialist  countries  like  Yu- 
goslavia or  Hungary  is  that  profit  is  not  permitted  in  larg- 
er-scale business  enterprises.  The  Polish  Communists  fear 
this  would  create  an  elite  other  than  the  (permissible)  bu- 
reaucratic elite.  Surely  one  of  the  most  striking  things 
about  Poland,  aside  from  the  total  absence  of  poverty,  is 
how  similar  everyone's  income  is.  The  director  of  a  $l-bil- 
lion-sales  foreign  trade  organization  like  Bumar  Group 
(construction  equipment)  earns  just  50%  more  than  the 
workers  in  Bumar  factories.  A  doctor  in  Warsaw  earns  less 
than  many  coal  miners  in  Silesia  or  many  small  farmers. 
(Poles  are  frequently  reminded  by  the  government  of 
how  unpleasant  it  is  to  be  a  coal  miner. ) 


Great  Expectations:  Last  year  Poland  imported  1  million  tons  of  steel  and  will  import  only  half  a  million  tons  this  year. 
When  the  big  Huta  Katowice  works  are  fully  operational,  in  1981,  Poland  expects  to  be  a  net  exporter  of  finished  steel. 


Says  economist  Rafal  Krawczyk:  "In  Hungary  and  Yu- 
goslavia there  is  a  much  greater  difference  between  the 
!  income  of  the  administration  and  that  of  the  workers.  In 
our  factories  if  there  is  'production  added'-more  output 
than  the  Ministry  has  planned  for  that  factory-everyone 
gets  an  equal  bonus." 

In  a  classic  sellers'  market  like  Poland,  such  an  incentive 
system  may  work.  Whether  it  will  continue  to  make  sense 
as  market  saturation  occurs  in  things  like  TV  sets  and 
refrigerators  (as  it  soon  will)  remains  to  be  seen. 

In  all  these  ways,  the  Polish  economy  is  undergoing  a 
kind  of  crisis.  It  is  not  a  crisis  of  poverty  but  of  relative 
affluence— not  a  crisis  of  repression  but  a  crisis  of  relative 
liberalization.  Like  much  of  Eastern  Europe-and  Western 
Europe  as  well— Poland  is  fast  becoming  a  halfway  house 
between  socialism  and  something  else,  as  yet  undefined. 
But  one  thing  is  certain:  The  government  can  no  longer 
count  on  the  population  to  do  its  bidding  and  selflessly 
achieve  its  goals. 

On  May  7  a  young  student  in  Cracow  with  alleged  ties 
to  the  Workers  Defense  Committee  (a  private  group  that 
has  been  struggling  quite  openly  and  quite  successfully  to 
free  the  last  five  of  several  hundred  workers  arrested  in  the 
June  1976  food  riots)  was  found  dead  from  supposedly 
accidental  causes.  For  weeks  thereafter  there  were  almost 
daily  protests  and  hunger  strikes— mainly  among  the  stu- 
dents of  that  ancient  university  town.  Arrests  of  several 
leading,  highly  vocal  dissidents  have  taken  place.  The  Poles, 
unlike  the  Russians,  are  not  cowed  by  their  government. 

Overall,  the  authorities  seem  anxious  to  avoid  fanning 


the  flames.  Says  Krawczyk:  "We  are  doing  something  quite 
unique  for  a  socialist  system.  We  have  instituted  some 
type  of  popular  Gallup  poll  on  questions  of  public  policy: 
possibilities  of  price  rises  and  so  on.  Before  this  no  socialist 
government  has  ever  tried  to  get  public  opinion  before 
making  a  decision.  No  longer  is  it  entirely:  The  Party 
knows  best." 

To  keep  the  lid  on,  tu  deliver  a  better  standard  of  life 
to  their  people,  the  Polish  leadership  is  counting  heavily 
on  doing  more  business  with  the  West— not  so  much  to  ob- 
tain consumer  goods  as  to  earn  the  exchange  needed  to 
buy  technology  and  machinery.  "The  figures  are  very 
clear,"  Krawczyk  complains.  "Socialist  countries  account  for 
30%  of  the  world's  industrial  production,  but  East-West 
trade  is  only  5%  of  world  trade.  Improving  trade  is  in  our 
common  interest." 

Then  the  Polish  economist  says  something  that  would 
have  been  thought  heretical  a  few  years  ago:  "In 
fact,  I  think  it  would  be  a  good  idea  to  let  foreign 
capital  into  Poland  in  a  big  way.  State-owned  companies 
are  now  very  big  and  powerful.  There  is  no  longer  any 
reason  to  fear  foreign  capital  will  take  over  Polish  indus- 
try. And  I  think  we  could  learn  a  lot  from  competition  with 
Western  European  firms  in  terms  of  efficiency  and  or- 
ganization. Now  we  can  be  partners." 

With  countries  like  Poland  moving  toward  the  center 
and  with  countries  like  Britain  moving  further  to  the  left, 
the  old  economic  divisions  between  East  and  West  are 
becoming  more  blurred  every  day.  ■ 


The  Dos  And  Don'ts  Of  Landing  A  Polish  Contract 


"U.S.  businessmen  make  a  lot  of  mistakes  when  they 
first  come  here,"  says  Alex  Hertzberg,  commercial  at- 
tache of  the  U.S.  Embassy  in  Warsaw  and  head  of  the 
U.S.  Trade  Development  Center. 

"Many  U.S.  firms  think  they  don't  have  any  competi- 
tion here,"  he  says.  "That's  wrong.  Germany,  Sweden, 
Britain— there  are  many  competitors  and  they're  very 
good.  They  know  how  to  lower  their  price.  Often  the 
reason  the  American  is  here  is  that  someone  in  Poland 
contacted  him.  So  he  thinks,  'Well,  they  called  me  and 
my  product  is  the  best,  therefore,  they  have  to  come  to 
me.'  The  story  usually  is,  'I  went  to  the  meeting  and 
then  they  tell  me  that  if  I  don't  lower  my  price  more, 
then  we  don't  do  any  business.  Well,  if  that's  the  way 
they  feel  about  it:  Good-bye!'  And  he  takes  off. 

"Now,  that's  not  the  way  to  do  business  here!  If  he 
doesn't  want  to  come  down  on  his  price,  then  he  should 
start  to  talk  about  components.  Maybe  a  certain  one 
isn't  really  needed,  so  he  can  take  it  out  and  lower  his 
price  that  way.  But  don't  reject  the  bid  right  away! 

Somewhat  predictably,  Hertzberg  goes  on,  "Most 
Americans  come  in  here  expecting  to  conclude  a  $50- 
million  deal  in  a  matter  of  three  or  four  days  to  a  week. 
Never.  It  takes  time.  Depending  on  the  product  and 
the  negotiations,  it  normally  takes  anywhere  from  three 
months  to  a  year.  Sometimes  even  longer.  It  took  Har- 
vester three  years,  I  think.  Americans  criticize  the  Poles 
for  procrastination.  But  basically  the  reason  is  nobody 
wants  to  take  responsibility.  You  can't  blame  them  for 
it,  really.  The  Cold  War  mentality  is  still  here." 

There  is  also  much  confusion  about  how  to  make 
contact,  who  to  talk  to  first.  "Some  Americans  who  have 
been  to  other  East  European  countries  come  in  here 
thinking  their  first  approach  should  be  through  foreign 
trade  organizations,  and  to  someone  of  mid-  to  lower- 
rank.  They've  read  that  somewhere.  Well,  I  don't  agree 


with  that  at  all.  As  a  physicist  by  training  [his  erstwhile 
specialty  was  designing  inertial  guidance  systems],  my 
instincts  tell  me  that  it's  much  easier  to  work  from  the 
top  down  than  from  the  bottom  up.  Much  less  resis- 
tance. I  think  the  first  thing  you  should  do  is  get  a 
meeting  at  the  ministerial  level.  Explain  to  them  what 
your  objectives  are,  what  and  how  you  want  to  do  it.  If 
the  reaction  is  positive,  it  will  go  very  fast.  If  the  reac- 
tion is  negative,  then  you  may  as  well  pack  up  and  leave." 

O.K.,  how  do  you  get  this  meeting  at  the  ministry? 
Hertzberg  replies:  "Come  to  me,  I'll  take  you  by  the 
hand.  That's  my  job.  Of  course,  the  U.S.  businessman 
cannot  just  be  the  German  rep  of  U.S.  Steel,  let's  say. 
He  has  to  be  a  senior  corporate  executive— generally 
vice  presidential  level  or  above.  I  take  him  up  and  he 
makes  his  presentation  for  30  to  45  minutes.  The  Poles 
are  very  hospitable.  There  will  be  soft  drinks  and  vodka 
on  the  table.  And  you  can  sort  of  sense  whether  the 
reaction  is  positive.  If  they  say:  'Let's  drink  to  long 
cooperation  between  Poland  and  your  company!'  then 
you  know  this  is  it.  Everything  falls  into  place." 

Other  tips  from  Hertzberg: 

•  "If  you're  coming  in  on  sort  of  an  exploratory  tour 
of  East  Europe,  go  to  the  Soviet  Union  first.  Then  come 
to  Poland.  You  do  that,  and  you'll  sort  of  breathe  easy 
the  minute  you  get  off  the  plane  in  Warsaw. 

•  "Think  up  new  ways  of  financing.  If  the  Poles  can 
avoid  increasing  their  foreign  debt,  they'd  prefer  to. 

•  "The  Poles  would  love  to  have  U.S.  firms  handle 
their  overseas  marketing  for  them.  There  are  some  U.S. 
firms  willing  to  produce  a  piece  of  equipment  in  Poland 
to  be  marketed  in  West  Europe  and  South  America, 
for  example.  It's  a  good  way  to  do  it. 

•  "Give  your  representative  here  a  big  title. 

•  "Personal  contact  is  very  important  and  must  be 
cultivated." 
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Director's  &  Officer's  Insurance. 
For  embattled  boardrooms. 


They're  coming  at  you  from  all  sides. 
:e-frxing  accusations.  Anti-Trust 
ions.  Attempted  mergers.  Alleged 
porate  waste.  Improper  use  of  funds, 
gligent  management. 

Obviously  directors  and  officers  need 
the  protection  they  can  get.  And  that's 
at  American  Home/National  Union 
i  been  doing  for  so  many  major  corpora  - 
as  for  the  past  10  years. 

Back  in  1 967  we  were  one  of  the  first 
)ffer  D&O  insurance.  And  we're  not 


only  still  writing  it  today,  we're  writing 
more  of  it  domestically  than  anybody  else. 
We  have  the  experience  and  the  expertise 
to  give  any  size  company  the  kind  of 
coverage  it  needs.  We'll  do  everything 
possible  to  protect  you  against  the  slings 
and  arrows  of  stockholders  and  outrageous 
fortune.  As  long  as  you  meet  our  under- 
writing standards.  We  welcome  inquiries 
from  any  licensed  agent  or  broker.  You 
don't  have  to  be  a  regular  producer  to 
place  business  with  an  AIG  company. 


American  Home  Assurance  Company 
National  Union  Fire  Insurance 
Company  of  Pittsburgh,  Pa. 

Dept.  240-707-88, 102  Maiden  Lane,  New  York,  N.Y.  10005 
Please  senJ  me  information  about  your  D&O  l.iabiliry  Insuranci 

Name  

Company  

Ti  i  le  Phi  >ne  


Address^ 
City  


 State- 

Member  Companies  of 
American  International  Group 


_Z,p_ 


Advertisement 


IBM  Reports 

Information:  a  resource 
that's  helping  us  manage  our 
other  resources  better. 

World  population  is  increasing  at  more  than  200,000  every  day.  It  is 
expected  to  double  in  the  next  25  years.  Where  will  the  additional  food  come  from? 
What  of  the  other  resources  needed  to  sustain  economic  growth  and  provide  a 
better  life  for  the  individual  on  this  shrinking  planet? 

The  supply  of  many  of  our  resources  is  finite,  and  our  rate  of  use,  alarming. 
For  example,  consumption  of  mineral  resources  has  been  soaring  throughout  the 
world. This  country  alone  has  consumed  more  minerals  and  mineral  fuels  in  the  last 
30  years  than  all  of  mankind  used  in  all  previous  history. 

Finding  new  deposits  of  these  finite  resources— and,  where  possible,  de- 
veloping alternate  sources— must  obviously  go  hand  in  hand  with  more  careful 
management  of  what  we  consume.  Supplies  of  replenishable  resources— food, 
fibers,  timber— can  fortunately  be  expanded  by  human  effort,  but  the  required  scale 
of  increase  poses  an  awesome  challenge. 

Most  critical  of  all,  the  sustaining  resources  of  life  itself— air,  water  and 
land— must  be  protected  from  mounting  dangers  in  our  ever  more  crowded,  more 
industrialized  world. 

In  the  struggle  to  manage  our  resources  more  effectively,  information  is 
proving  to  be  an  immensely  valuable  ally.  Thanks  to  rapidly  advancing  information 
technology,  it  has  become  a  vital  resource  in  its  own  right. 

Information  is  the  essence  of  IBM's  business:  providing  products  to  record 
it,  process  it,  communicate  it,  store  it,  and  retrieve  it. 

Computers  are  being  used  in  the  effort  to  locate  new  sources  of  oil,  gas  and 
minerals.  They  are  being  used  to  explore  ways  to  apply  solar  and  geothermal 
energy,  to  maximize  hydroelectric  power  output  and  to  reduce  energy  consump- 
tion in  buildings  without  sacrificing  comfort  or  safety. 

computers  are  processing  information  about  soil  chemistry,  climate,  pest 
resistance  and  plant  genetics— helping  in  the  campaign  to  produce  more  abundant 
food  crops.  They  are  aiding  in  smog  control,  investigating  ozone  depletion,  con- 
tributing to  improved  water  purification. 

There  are  many  other  examples.  All,  like  these,  have  been  made  possible 
by  innovation  in  information  technology. 

Clearly,  better  management  through  modern  information  technology  is 
only  part  of  the  solution  to  our  resource  problems.  But  it  is  an  important  part. 

IBM  will  continue  to  advance  technology  in  many  areas  to  develop  better 
ways  to  help  people  use  the  vital  and  productive  resource  called  information. 


So  Near  And  Yet  So  Far  .  • . 


Norfolk  &  Western's  Jack  Fishwick  can 
almost  taste  those  prospective  profits 
from  a  coal  boom.  But  they  still  elude  him. 


Ever  since  the  energy  crisis  broke 
on  the  world,  everybody  keeps  saying 
that  Norfolk  &  Western  Railway,  the 
U.S.'  number  two  coal  carrier,  will 
cash  in  on  the  new  boom  in  coal. 

It  hasn't  happened.  Not  yet  anyway. 
Last  year  N&W  loaded  67  million 
tons  of  coal  on  its  lines,  just  about  as 
much  as  it  did  in  1971,  and  that's  not 
much  of  a  boom.  It  was  well  below 
the  80  million  tons  a  year  the  N&W 
carried  all  during  the  late  Sixties. 

N&W,  it  is  true,  continued  to  thrive 
on  what  coal  remained.  Last  year,  it 
provided  nearly  83%  of  N&W's  total 
tonnage,  39%  of  its  $1.2  billion  in  rev- 
enues, and  somewhat  more  of  its  rec- 
ord $131  million  in  net  income.  And 
despite  that  reduced  tonnage  of  coal, 
N&W  continues  to  rank  as  one  of  the 
U.S.'  two  or  three  most  profitable  rail- 
roads. Last  year  its  return  on  equity 
ran  around  12%,  while  its  net  income 
had  more  than  doubled  since  1970  on 
a  65%  increase  in  revenues.  "Coal  is 
still  the  backbone  of  our  business," 
says  President  John  P.  Fishwick,  "and 
we're  not  complaining." 

But  why  did  N&W's  coal  traffic 
drop  when  coal  was  supposed  to  be 
booming?  Maybe  two-thirds  of  N&W's 
coal  traffic  is  metallurgical  coal  used 
in  steel-making,  and  nearly  half  of 
that  goes  into  the  export  market.  In 
the  early  Seventies  the  Japanese  be- 
gan shifting  from  high-cost  and  high- 
grade  U.S.  coals  to  lower-cost,  if  low- 
er-grade, Australian  and  Canadian 
coals.  So  that  cost  N&W  maybe  8 
million  tons.  The  rest  was  lost  mainly 
in  the  East  Coast  utility  markets  that 
were  once  the  mainstay  of  N&W's 
steam  coal  traffic.  "Residual  oil  from 
Venezuela,"  Fishwick  says,  "was 
dumped  along  the  eastern  seaboard  at 
whatever  price  was  necessary  to  beat 
out  coal.  That  set  us  way  back,  and 
as  a  result  we've  been  limping  along 
for  the  past  five  or  six  years." 

Thanks  to  the  Organization  of  Pe- 
troleum Exporting  Countries,  steam 
coal  is  again  cheaper  than  oil,  but 
oil  is  easier  to  handle,  and  the  util- 
ities are  able  to  pass  the  higher  cost 
along  to  their  customers  under  their 
fuel-escalation  clauses.  So,  talk  not- 


withstanding, there's  not  much  incen- 
tive to  shift  over,  particularly  when 
nobody  yet  knows  what  the  utility  in- 
dustry will  have  to  do  to  comply  with 
the  pollution-control  standards  of  the 
Clean  Air  Act.  The  Carter  energy  pro- 
gram proposes  to  require  scrubbers 
for  removing  sulfur  emissions  on  all 
utility  power  plants,  but  the  scrub- 
bers will  be  extremely  expensive.  "As 
long  as  there's  uncertainty  as  to  how 
they'll  clean  up  the  coal,"  Fishwick 
says,  "the  utilities  are  going  to  be  re- 
luctant to  shift  over  to  coal." 

Meanwhile,  N&W  is  headed  into 
an  underpar  year.  Like  most  of  the 
other  eastern  railroads,  N&W's  traf- 
fic and  profits  were  hit  hard  by  last 
winter's  freeze,  and  N&W  was  hit  in 
addition  by  floods  that  closed  down 
the  railroad  in  West  Virginia  last  April. 
So  earnings  are  unlikely  to  catch  up 
with  last  year's  $131.5  million.  Still, 
they  won't  be  bad:  maybe  $117  mil- 
lion, or  $3.75  a  share. 

What  intrigues  Fishwick  is— when 
you  consider  the  kind  of  record  the 
N&W  has  been  able  to  rack  up  with 
its  basic  coal  business  stagnant— what 
it  could  do  if  its  principal  business 
really  started  to  live  up  to  its  hopes! 
Railroading  is  highly  leveraged;  as 
much  as  40%  of  every  dollar  in  mar- 
ginal revenue  comes  down  to  pretax 
net.  Thus  analysts  estimate  that  a  25% 


gain  in  coal  revenues  could  produce 
$50  million  or  more  in  additional  pre- 
tax net;  at  N&W's  typical  tax  rate, 
even  so  relatively  modest  a  gain  would 
add  close  to  $1  a  share  to  the  $4.21 
N&W  earned  last  year.  This  helps  ex- 
plain why  some  analysts  regard  N&W 
as  a  good,  safe  way  to  speculate  on 
a  future  boom  in  coal. 

"There's  going  to  have  to  be  more 
reliance  on  coal,"  Fishwick  says. 
N&W  has  7.2  billion  tons  of  coal 
along  its  lines,  3.2  billion  tons  of  it 
steam  coal,  and  three-fourths  of  that 
has  a  sulfur  content  low  enough  (un- 
der 1%)  to  meet  air -pollution  require- 
ments in  all  but  the  most  densely  set- 
tled markets— New  York,  for  example. 
Fishwick  figures  that  the  mines  along 
its  system  already  have  enough  idle 
capacity  to  increase  their  production 
15%  to  20%,  to  80  million  tons,  and 
another  24  million  tons  of  new  pro- 
duction is  scheduled  to  come  on 
stream  before  1980.  In  all,  there's  the 
potential  for  a  40%  increase  in  busi- 
ness—if only  the  market  were  there. 
With  over  10  million  tons  of  excess 
carrying  capacity,  Fishwick  doesn't 
worry  much  about  being  able  to  han- 
dle such  an  increase  in  business. 

But  somehow  something  always 
seems  to  happen  to  abort  it.  "We 
won't  feel  any  impact  this  year,"  Fish- 
wick says,  "and  originally  I  thought 
we'd  get  some  in  1978,  and  I  still 
think  we'll  get  some,  but  it'll  be  1979 
before  there  will  be  any  material  im- 
pact." How  much?  Fishwick  waffles. 
But  he  clearly  believes  the  N&W  will 
be  lucky  to  be  carrying  much  more 
than  80  million  tons  by  1980.  That's 
bad  news  for  N&W  and  bad  news 
for  the  country.  ■ 


Tilt!  Metallurgical  coal  is  dumped,  freight  car  and  all,  at  the  Norfolk  & 
Western's  Hampton  Roads,  Va.  facilities  for  transshipment  to  japan. 


"What  amazes  me  is  how  a  company 
that  earns  its  money  manufacturing 
sophisticated  products  can  still 
be  in  the  financial  dark  ages." 


Ralph  Rasmussen,  Vice  President 
and  Manager  of  Operations 
Administration  at  Crocker  Bank, 
makes  some  candid  comments  about 
bank-corporate  relationships,  the 
field  of  cash  management,  and  bank 
operations. 


"You  don't  win  a  corporation's  business 
and  everlasting  support  with  a  lot  of 
hot  air.  " 

Q:  That  comment  about  "finan- 
cial dark  ages"  is  kind  of  a 
strong  statement. 

A:  True.  But  there  are  still  some 
large,  well-run  companies  that 
haven't  focused  on  managing  their 
cash  in  the  most  efficient,  up-to-date 
way.  Especially  where  there's 
a  decentralized  management 
philosophy,  it's  difficult  to  institute 
centralized  cash  management,  even 
though  it's  the  best  way  to  maximize 
cash  assets. 

Q:  Because  of  internal  politics? 

A:  No,  I  think  there's  a  psycho- 
logical problem  that  goes  with 
giving  up  any  degree  of  autonomy. 
Suddenly  someone  else  is  determin- 
ing what  your  banking  relationships 
are,  what  your  balances  should  be, 
how  you  collect  your  receivables  and 
how  payables  are  handled.  And  even 
though  it  really  doesn't  impact  your 
operating  autonomy,  it  has  an  impact 
on  how  you  feel  about  things.  And 
that's  a  strong  enough  deterrent  in 
many  cases,  until  it  can  be  shown 
that  the  dollar  savings  to  the 


company  as  a  whole  outweigh  those 
considerations. 

Q:  But  isn't  it  also  true  that  some 
corporations  are  now  examining 
a  bank's  operations  more  closely? 
A:  The  smart  ones  are,  yes.  You 
see,  until  recently  a  commercial 
bank's  "back  office  operations" 
haven't  been  perceived  as  being 
terribly  significant  in  the  overall 
business  of  the  bank  nor  to  the  bank- 
corporate  relationship.  But  with  the 
growth  and  increasing  complexity  of 
operating  services  provided  by 
banks,  the  relative  importance  of 
bank  operations  has  grown  as  well. 
A  well-managed  bank  — which 
presumably  is  the  type  of  bank  most 
corporations  seek  — requires  well- 
managed  and  innovative  operations. 

Q:  Is  that  where  your  "leading 
edge"  philosophy  comes  from? 

A:  Well,  let's  face  it,  what  we're 
dealing  with  is  an  enormous  funds 
and  information  processing  opera- 
tion. And  that  requires  a  substantial 
commitment  to  technology  and 
professional  management.  What 
we've  set  out  to  do  is  to  improve, 
streamline,  make  more  efficient, 
and  upgrade  the  quality  of  our 
operating  environment.  A  good 
example  is  our  automated  lockbox 
system,  Quick  Cash,  which  utilizes 
video  technology  to  capture  images 
of  checks  and  documents  in  a 
manner  never  used  before  in 
banking.  It's  the  first  of  its  kind  in 
the  country.  It's  also  reduced  our 
operating  costs,  which  means  we  can 
offer  more  competitive  prices. 

Q:  Bankers  don't  usually  like  to 

talk  about  competitive  prices. 

A:  Well,  I  like  the  idea  of  being  the 
candid  bank.  We  encourage  our 
people  to  do  that  in  the  cash  man- 
agement workshops  we  hold  for 
corporate  customers.  I  like  the  idea 
of  talking  about  things  that  corpo- 
rations don't  think  banks  want  to 
talk  about.  How  to  use  a  bank  to 
your  advantage,  how  to  compare 
prices,  how  to  evaluate  services... 


"I  like  to  talk  about  things  that 
corporations  don't  think  banks  want 
to  talk  about." 


to  me,  bank-corporate  relations  is 
a  subject  to  be  talked  about.  And  you 
don't  win  a  corporations  business 
and  everlasting  support  with  a  lot  of 
hot  air.  You  deliver  service,  and 
you're  responsive  to  its  needs,  and 
you  do  it  at  competitive  prices  with 
expected  quality.  It's  that  simple. 
Q:  You  were  with  the  First 
National  Bank  of  Chicago,  and 
left  to  join  Crocker.  Why? 
A:  Ever  spend  a  winter  in  Chicago? 
(Laughter)  Seriously,  my  motiva- 
tion for  joining  Crocker  was  very 
simple.  It  provided  an  opportunity 
to  be  part  of  a  dramatic  transition. 
Tom  Wilcox  and  Bob  Wilmouth 
have  put  forward  to  the  people  at 
Crocker  the  challenge  of  managing 
basic  and  far-reaching  change  very 
rapidly,  a  program  which  is  dramat- 
ically changing  the  nature  of  this 
bank  and  which  will  influence  its 
success  over  time.  For  me  it  was  an 
opportunity  to  be  a  participant  in 
that  process,  which  I  find  personally 
very  exciting. 

Q:  You  have  a  rather  varied  back- 
ground: West  Point,  the  Army, 
the  Office  of  Management  and 
Budget  in  Washington,  and  now 
commercial  banking. 
A:  Yes,  I  guess  it  is  somewhat 
diverse,  especially  in  an  age  of 
increasing  specialization. 

But  I  tend  to  subscribe  to  the 
theory,  popular  in  some  circles, 
anyway,  that  the  role  of  the  manager 
in  the  modern  corporation  is  to  be 
a  translator. . .  that  is,  translate  the 
corporate  objectives  into  the 
language  of  the  people  charged  with 
carrying  them  out.  And  I  think  you 
can  do  that  a  lot  more  effectively 
with  a  broad  perspective,  rather 
than  a  narrow  one. 

Q:  Yet,  at  a  fairly  young  age, 
you're  considered  an  expert  in 
cash  management  and  bank 
operations. 

A:  I  prefer  to  think  of  Crocker  as 
being  an  expert  organization.  Cash 
is  an  important  earning  asset  to 
corporate  customers . . .  and  how  it's 
managed  should  be  important  to  their 
bank.  So  far  as  cash  management 
as  an  activity  within  Crocker  is 
concerned,  what's  important  is  the 
degree  of  emphasis  given  to  this  area 
—  its  relative  importance  measured 
in  terms  of  the  support  given  by- 
others  in  management.  We're 
committed  to  building  a  strong  and 
innovative  base  of  corporate 
services.  We've  added  staff,  brought 
in  some  people  who've  worked  in 
other  banks,  promoted  from  within, 
started  training  programs. . .well, 
the  list  goes  on.  We're  doing  every- 
thing we  can  to  achieve  the  highest 
possible  quality  in  all  our  operating 


services ...  because  without  quality 
you  just  don't  have  a  cash  manage- 
ment program. 

Q:  What  do  you  like  to  do  when 

you  have  time  to  relax? 

A:  Well,  first  of  all  I  find  that  this 
job  is  taking  a  great  deal  of  time  and 
energy,  but  I  also  really  enjoy  it! 
I  think  my  family  would  like  to  see 
a  little  more  of  me,  of  course,  and  so 
we  try  to  find  time  to  do  things 
together.  I  also  try  to  get  some  tennis 
in,  I  enjoy  reading,  and  good  con- 
versation about  any  subject.  And  I 
enjoy  classical  music. 


"The  symphony  orchestra  provides 
an  interesting  comparison  to  the 
management  process'.' 

Q:  "Music  hath  charms . . .  ? 

A:  Right!  But  aside  from  the 
simple  pleasure  music  provides,  I've 
always  thought  that  the  symphony 
orchestra  provides  an  interesting 
comparison  to  the  management 
process.  If  you  think  about  it,  an 
excellent  performance  demands  the 
collective  commitment  of  all  the 
musicians.  So  the  conductor  must  not 
only  bring  together  many  talented 
individuals,  he  must  also  inspire 
them  and  instill  a  spirit  of  cooperation 
in  order  to  succeed. 

If  you'd  like  to  know  more  about 
us,  contact:  Corporate  Services 
Marketing,  611  West  Sixth  Street, 
Los  Angeles  90017;  or  155  Fifth 
Street,  San  Francisco  94103. 


CROCKER 


Changing  corporate  banking. 
From  California. 


The  Money  Men 


Don't  Be  A  Monomaniac 


Joe  Mindell  has  lots  of  admirers  in 
Wall  Street.  He's  that  rare  person 
who  is  equally  versed  in  technical 
analysis  and  in  fundamental  analysis. 
He  worships  neither,  but  uses  both. 

Joseph  Mindell,  now  68,  is  a  part- 
ner in  the  New  York  Stock  Exchange 
specialist  firm  of  Marcus  &  Co.,  which 
makes  a  market  in  the  stocks  of  21 
companies,  ranging  from  American 
Cyanamid  to  Wyly  Coip.  A  studious 
man— he  attended  Columbia  Law 
School  and  studied  economics  at  Co- 
lumbia School  of  Business— Marcus  was 
one  of  the  first  Wall  Streeters  to  un- 
derstand the  importance  of  monetary 
movements  to  market  forecasting.  Ev- 
erybody follows  this  now,  but  40 
years  ago  Mindell  was  one  of  the  few 
who  did.  In  an  excellent  book  pub- 
lished in  1947  (The  Stock  Market, 
Basic  Guide  For  Investors)  and  now 
unfortunately  out  of  print,  Mindell 
recommended  that  investors  look  at 
such  monetary  factors  as  money  sup- 
ply and  interest  rates.  Why?  Because 
changes  in  directions  of  these  aggre- 
gates usually  come  before  changes  in 
the  direction  of  the  stock  market. 

Now,  30  years  later,  keeping  track 
of  Federal  Reserve  Bank  policy  and 
money  supply  is  more  than  a  fad  on 
Wall  Street;  it  is  a  religion.  There  are 
even  monomaniacs  who  say  money 
supply  and  interest  rates  are  all  that 
count  in  forecasting  the  stock  market. 
To  Mindell,  this  is  ridiculous:  "Inves- 
tors think  they  have  found  the  magic 
formula,  a  mechanical  way  to  predict 
the  market.  That's  wrong.  There  are 
clusters  of  indicators."  What  are  some 
of  the  others?  Mindell  ticks  off  margin- 
debt,  commodity  prices,  capital  spend- 
ing and  breadth  and  volume  of  the 
market. 

Says  Mindell:  "If  you  are  starting 
to  get  a  malfunctioning  in  the  eco- 
nomic system,  it  is  reasonable  to  as- 
sume that  it  would  begin  impacting 
other  parts  of  the  system  as  well  as 
money  supply.  Don't  just  look  at  the 
trees,"  he  says.  "Study  the  forest." 

Which  brings  us  to  why  Mindell  is 
quite  bullish  on  the  market  now,  even 
though  the  Fed  tightened  money  this 
spring.  Of  the  decline  in  the  market 
that  started  in  January  and  sent  the 
Dow  industrials  below  900  in  May, 
Mindell  says:  "I  think  it  is  most  likely 
an  intermediate  reaction  in  a  bull 
market.  I  think  institutions  in  particu- 


lar looked  at  the  increases  in  interest 
rates,  at  the  rise  in  the  money  supply. 
That  worried  them  and  they  acceler- 
ated their  sale  of  the  large  capitaliza- 
tion, high-price/earnings-ratio  stocks. 
They  didn't  stop  to  think  that  it  is  not 
unusual  for  a  rise  in  interest  rates  to 
occur  after  an  economic  recovery  is 
well  under  way;  this  doesn't  mean 
that  rates  are  going  all  the  way  back 
to  their  previous  high  levels." 

The  point  Mindell  makes  is  that 
other  indicators  are  not  flashing  a 
bearish  message— they  did  not  confirm 
the  bearishness  of  the  monetary  indi- 
cator. Mindell  points  to  volume.  It  has 
not  been  very  heavy,  even  with  the 
decline.  That  is  certainly  not  bearish. 
He  points  to  breadth  of  the  market, 
which  is  strong,  meaning  that  the  ac- 
cumulated net  of  advancing  stocks  is 
greater  than  the  number  of  declining 
stocks.  Nor  is  that  bearish. 

Moreover,  Mindell  says,  the  popu- 
lar averages  like  the  Dow  Jones  and 
Standard  &  Poor's  aren't  necessarily 
giving  an  accurate  picture  of  the  mar- 
ket. For  example,  the  Value  Line  In- 
dex, an  unweighted  compendium  of 
1,670  stocks,  has  been  giving  a  more 


favorable  view  of  the  market  than  the 
Dow  Jones  industrials  (see  p.  34). 
"Volume,"  Mindell  says,  "has  been 
largely  concentrated  in  the  leading 
stocks  during  the  decline;  volume  has 
been  light  in  the  secondary  stocks." 

Then  there  are  utility  stocks.  The 
utility  stock  index  has  been  making 
new  highs  while  the  industrials  have 
been  declining.  "They  are  supposed 
to  be  very  interest-rate-sensitive,"  Min- 
dell says.  "Why  are  the  utilities  hold- 
ing up  so  well?  Investors  should  be 
watching  utility  stock  performances  as 
well  as  the  monetary  figures." 

It's  this  monomania  of  Wall  Street 
that  bothers  Mindell.  The  idea  that 
money  supply  is  all.  Or  annual  growth 
rates  compounded  into  eternity.  Find 
a  magic  formula;  put  all  your  trust  in 
it.  That's  the  kind  of  mob-think,  Min- 
dell says,  that  stampeded  The  Street 
into  losing  tens  of  billions  of  other 
people's  money  in  the  "one-decision" 
growth  stocks.  "It  was  a  disaster,"  he 
says.  "They  just  didn't  understand  the 
implications  and  trap  they  were  lock- 
stepping  into.  Now  the  same  type 
people  are  trying  to  get  out  of  the 
same  high-multiple  stocks  at  the  same 
time."  And  putting  all  their  faith  in 
one  or  two  magic  indicators. 

Mindell  finds  the  overall  pattern  of 


Pattern  Seeker:  Joseph  Mindell  operates  like  a  detective, 
finding  stock  trends  in  a  host  of  economic  and  technical  clues. 
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indicators  to  be  reasonably  bullish 
right  now.  Inflation?  "While  it  is  true 
that  a  number  of  farm  prices  are  ris- 
ing, not  all  of  them  are,  and  certainly 
the  majority  of  nonfarm  commodity 
prices  aren't  rising.  It's  true  we'll  have 
some  inflation,  but  it  is  more  likely  to 
be  in  an  acceptable  5%  range  than 
close  to  the  double-digit  inflation  that 
some  people  are  talking  about." 

Capital  spending  is  another  indica- 
tor Mindell  takes  seriously.  This  one  is 
rising  modestly.  That  it  isn't  mov- 
ing more  aggressively  doesn't  much 
bother  him.  "Significantly,  business  is 
moving  cautiously  instead  of  shooting 
for  expansion  at  any  cost,  as  it  did 
in  previous  economic  recoveries.  That 
means  this  [recovery]  will  probably 
last  longer.  Companies  are  very  liquid 
now.  They  aren't  running  to  the 
banks.  That  has  to  be  healthy." 


".  .  .  'Investors  think  they 
have  the  magic  formula,  a 
mechanical  way  to  predict 
the  market.  That's  wrong' . . ." 


Mindell  is  amused  rather  than  in- 
dignant about  Wall  Street's  latest 
trend— index  investing.  "It's  the  new- 
est craze,"  he  says.  "They  are  dump- 
ing their  one-decision  growth  stocks 
and  marching  toward  buying  the 
whole  market.  This  fad  should  prove 
to  be  about  as  rewarding  as  all  the 
other  stock  market  fads." 

Mindell  rejects  all  rigid  formulas- 
including  Benjamin  Graham's  "intrin- 
sic value."  A  logical  empiricist  by 
training  and  belief,  Mindell  feels  that 
intrinsic  value  is  meaningless.  Logical 
empiricism  teaches  that  a  statement 
has  real  meaning  only  if  you  can  ex- 
perimentally identify  the  object  or 
process  being  defined.  How  can  you 
verify  "intrinsic  value"? 

Instead  of  looking  for  simple  formu- 
las, Mindell  feels  investors  should 
spend  their  time  studying  the  whole 
galaxy  of  signs  and  indicators,  both 
internal  and  external  to  the  market. 
That  may  be  the  hard  way.  But  it's 
the  only  way. 

Studying  the  universe  of  indicators 
makes  Mindell  reasonably  bullish  right 
now— but  not  dogmatically  so.  He's 
ready  to  change  his  mind  whenever 
the  evidence  changes.  People  should 
never  forget,  he  says,  "that  stock  mar- 
ket investing  is  treacherous  and 
difficult."  ■ 


Our  Dividends 

Stand 
on  a 

STRONG 
FOUNDATION 

As  a  leading  cement  producer  and  major 
manufacturer  of  pre-engineered  metal  building  systems, 
Amcord  believes  in  sharing 
its  profitable  growth  with  our  12,000  shareholders. 
That's  why  our  dividend  policy  calls  for 
paying  out  a  minimum  of  30  percent  of  our 
established  earnings  per  share  in  cash  dividends. 
And  that's  no  accident. 
If  you  would  like  to  know  more  about  us, 
please  send  your  business  card  to  me. 


W.T.  Pascoe  III 
Chairman  of  the  Board  and  Chief  Executive  Officer 
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You've  got  to  hand  it  to  the  man  who  runs 
Revere  Copper.  He  knows  how  to  survive. 


By  JAMES  COOK 

William  F.  Collins,  a  gruff,  lank, 
rather  rumpled-looking  man,  is  presi- 
dent and  chief  executive  of  New 
York's  176-year-old  Revere  Copper  & 
Brass,  Inc.  Collins  is  reluctant  to  dis- 
cuss his  company's  considerable  prob- 
lems these  days,  and  when  he  does, 
he  circumscribes  them  with  such 
numbing  legalisms  that  even  the  most 
explosive  admission  emerges  defused. 
Legalisms  notwithstanding,  Revere's 
excursion  into  primary  aluminum  pro- 
duction over  the  past  decade  prob- 
ably ranks  as  one  of  the  worst  cor- 
porate disasters  of  recent  years— on  a 
par  with  Kennecott's  ill-fated  acqui- 
sition of  Peabody  Coal. 

Over  a  decade,  Collins'  colleague 
and  predecessor,  John  H.  Eikenberg, 
funneled  around  $240  million  of  Re- 
vere's resources  into  developing  a 
bauxite  mine  and  alumina  refinery  at 
Maggotty  in  Jamaica  and  an  alumi- 
num reduction  plant  and  rolling  mill 
at  Scottsboro,  Ala.  Revere  never 
earned  a  nickel  on  that  $240-million 
investment,  however,  save  perhaps  in 
one  year,  1974.  Instead,  it  proceeded 
to  pile  up  losses  that  so  far  have  prob- 
ably approached  $60  million— after 
taxes.  So  now,  as  Collins  gracefully 
puts  it:  "It  appears  to  us  that  this  is 
a  time  when  it  is  expedient  to  with- 
draw a  portion  of  our  investment  from 
this  capital-intensive  industry." 

Revere  shut  down  its  long-profitless 
220,000-ton  Maggotty  refinery  two 
years  ago,  and  now,  unless  the  Jus- 
tice Department  intervenes,  it  plans  to 
sell  its  equally  unprofitable  Scottsboro 
facilities  to  Canada's  Alcan  Alumin- 
ium Ltd.  Revere  should  come  out 
somewhat  ahead  on  its  Scottsboro 
sale,  but  there's  a  better-than-even 
chance  that  all  or  part  of  the  $80  mil- 
lion it  still  has  tied  up  in  Maggotty 
will  eventually  go  down  the  drain. 


Collins:  "I'm  trying  to  utilize  our 
assets  to  the  best  advantage 
of  our  stockholders." 


"Scottsboro  and  Jamaica  were  part 
of  a  massive  overall  development  pro- 
gram," says  Collins,  now  58,  a  Revere 
career  executive  who  inherited  the 
presidency  and  Revere's  problems  two 
years  ago.  "It  was  the  perception  of 
that  program  that,  due  to  its  historical 
growth  record,  the  aluminum  industry 
offered  a  better  potential  for  return  on 
capital  investment  than  the  copper  and 
brass  fabricating  industry  and  other 
industries  in  which  we  were  engaged." 

But  in  the  end,  aluminum  beggared 
the  company.  In  a  decade,  Revere's 
interest  charges  rose  from  $306,000 
to  $16  million,  and  its  debt  from  $59 
million,  or  31%  of  its  capitalization,  to 
$239  million,  or  60%.  That's  the  pen- 
alty any  aggressive  company  may  have 
to  pay  for  its  growth,  but  Revere  got 


nothing  in  return.  In  1966,  as  its  alu- 
minum expansion  got  under  way,  Re- 
vere earned  $22  million  on  $351  mil- 
lion in  sales.  In  1976  it  earned  only 
$2.2  million  on  $498  million  in  sales. 
In  two  of  the  past  six  years  Revere 
was  deep  in  the  red.  In  another 
three  years  profits  were  only  nominal. 
Its  once  substantial  dividend  has  been 
eliminated. 

Competitors  say  that  both  the 
Scottsboro  smelter  and  rolling  mill 
and  the  Maggotty  alumina  refinery 
were  too  small,  too  inefficient  and  fun- 
damentally too  badly  designed  to 
have  ever  paid  off.  As  one  analyst  puts 
it,  "They  underinvested  in  Scottsboro, 
and  at  Maggotty  they  thought  they 
could  leave  out  one  stage  of  the  pro- 
cess, and  when  they  started  it  up,  the 
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While  others  were  building  computers 
we  were  also  building  computer  clinics. 


A  short  decade  ago,  the  ingenuity 
and  ability  of  the  fast-growing  data- 
processing  industry  to  introduce  new 
products  far  outstripped  its  capacity 
to  service  those  products. 

Recognizing  the  need,  one  of  our 
MAI  companies,  Sorbus  Inc.,  began 
building  a  network  of  offices  special- 
izing in  the  repair  and  maintenance 
of  virtually  all  types  of  computer  and 
data-processing  equipment. 

The  network  soon  became  nation- 
wide. And  today,  Sorbus  is  the  largest 
independent  maintenance  operation 
in  the  data-processing  industry, 
servicing  the  needs  of  thousands  of 
end-users  all  over  America. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Basic/Four  Corporation  ful- 
filled the  need  for  a  computer  system 
for  small  businesses.  And  made  us  a 
front-runner  in  a  fast-growing  market. 

Our  Genesis  One  corporations  ful- 
filled the  need  for  high-performance 
low-cost  display  terminals  and 
printers.  And  made  us  a  leader  in 
another  huge  market. 

Our  MAI  international  Corporation 
foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 
cities  located  in  31  countries  abroad. 
Today,  MAI  products  are  marketed, 


serviced  and  respected  throughout 
the  world. 

All  the  above,  plus  new  needs  we're 
fulfilling  and  new  areas  we're 
developing,  make  MAi  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 


MAI 


Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 


White  Elephant?  Revere's  Scottsboro 
smelter  may  look  cheap,  but  its 
operating  costs  are  sky-high. 

whole  thing  fell  on  the  floor."  In  a  less 
price-competitive  industry,  such  er- 
rors might  not  have  mattered  so 
much,  but  aluminum  is  an  industry 
that  measures  its  competitive  advan- 
tages in  mills,  not  cents. 

What  went  wrong?  Collins  ticks  off 
a  whole  list  of  troubles:  expansions 
of  capacity  that  never  took  place;  in- 
adequate fabricated  product  prices; 
unexpectedly  high  power  costs  under 
a  contract  with  the  Tennessee  Valley 
Authority;  and  finally  the  loss  of  the 
Jamaican  alumina  on  which  Scotts- 
boro's  economics  was  partly  founded. 

When  companies  like  Amax,  How- 
met  and  even  Anaconda  decided  to  in- 
tegrate into  aluminum,  they  called  in 
experts  like  Pechiney  and  Alcoa  to 
show  them  the  ropes.  But  Revere, 
perhaps  because  it  had  had  some  ex- 
perience in  primary  aluminum  through 
its  33%  interest  in  Ormet  Corp.,  de- 
cided to  go  it  alone.  Pride,  as  they 
say,  goeth  before  a  fall. 

Faced  with  disaster,  Revere  began 
looking  for  partners  in  a  scheme  to 
double  Scottsboro's  capacity  and  tri- 
ple Maggotty's,  and  so  secure  the 
economies  of  scale.  A  consortium  of 
Japanese  companies  showed  interest, 
but  pulled  out,  and  Revere  could  not 
handle  a  $160-million  project  alone. 

What  discouraged  the  Japanese 
and  ultimately  scuttled  Revere's  am- 
bitions at  Maggotty  was  the  seven- 
fold increase  in  the  bauxite  levy  Ja- 
maica imposed  in  the  wake  of  the  oil 
crisis  of  1974  (Forbes,  Mar.  1). 
The  bauxite  levy  made  Maggotty  "im- 
possibly expensive"  to  operate,  and  in 


August  1975  Revere  decided  to  sus- 
pend operations  temporarily.  First,  it 
tried  to  sell  the  property  to  the  gov- 
ernment for  $65  million  (but  no  "sig- 
nificant negotiations"  resulted);  then 
it  claimed  the  levy  was  illegal  (the  Ja- 
maican courts  have  since  disagreed); 
and  finally  it  refused  to  pay  the  baux-' 
ite  levy  the  Jamaican  government 
tried  to  impose.  It  then  filed  a  claim 
with  the  Overseas  Private  Investment 
Corp.,  the  U.S.  government  agency 
that  insures  U.S.  business  overseas, 
claiming  the  Jamaican  levy  was  tanta- 
mount to  expropriation  (an  argument 
the  Jamaican  courts  rejected).  Re- 
vere asked  OPIC  to  compensate  it 
both  for  its  $66.5-million  investment 
and  for  the  $14  million  in  bauxite 
levies  it  had  already  paid.  Considering 
that  Revere  lost  money  in  Jamaica 
even  without  the  levy  and  that  Alcoa, 
Alcan  and  the  Alpart  consortium  were 
somehow  able  to  live  with  the  levy, 
Revere's  claim  fell  pretty  flat.  OPIC 
rejected  it  and  the  issue  is  now  head- 
ed for  arbitration. 

Jamaica  certainly  has  no  ambitions 
of  either  buying  or  taking  over  the 
plant.  "The  company  spent  a  lot  of 
money,"  says  Carlton  Davis,  head  of 
Jamaica's  Bauxite  Institute,  "but  it 
made  some  colossal  errors.  The  plant 
would  need  expansion  and  certain 
modifications  in  the  design.  It's  like 
owning  a  Lincoln  Continental  here  in 
Jamaica  where  you  spend  $1.90  a  gal- 
lon for  gas." 

The  Scottsboro  plant  was  more  sal- 
able. New  U.S.  aluminum  capacity 
is  almost  prohibitively  expensive  these 
days,  and  when  it  became  clear  a 
while  back  that  shortages  of  capacity 
were  likely  to  develop  a  few  years 
from  now,  a  number  of  companies, 
both  in  the  U.S.  and  abroad,  began 
showing  an  interest  in  Scottsboro.  But 
not  just  in  Scottsboro. 

In  late  January  Martin  Marietta  ad- 
mitted that  it  had  been  talking  with 
Revere  and  with  Asarco,  which  owns 
33%  of  Revere's  stock,  and  the  next 
day  National  Steel  announced  it  was 
interested  in  "the  possible  acquisition 
of  all  or  part"  of  Revere.  Wall  Street 
rumormongers  had  it  that  Asarco  and 
the  other  Revere  shareholders  were 
being  offered  upward  of  $25  a  share 
for  the  whole  company  (as  against  a 
book  value  of  nearly  $25,  and  a  recent 
market  price  of  $14).  The  chief  of  at 
least  one  good-sized  outfit  admits  that 
his  company  was  at  one  time  interest- 
ed in  buying  all  of  Revere,  but  Re- 
vere was  only  interested  in  selling  its 
Scottsboro  assets.  Collins,  however, 
denies  as  flatly  as  his  legalese  will 
permit  that  anybody  offered  to  tender 
for  the  company:  "I'm  not  aware," 
he  says  carefully,  "of  any  offer  that 
was  made  of  any  specific  nature  at 


any  time  for  the  company." 

At  any  rate,  by  late  February  Re- 
vere and  Alcan  were  talking,  and  by 
Mar.  10  Revere  had  agreed  to  sell 
Scottsboro  to  Alcan. 

Alcan  will  pay  $27  million  in  cash 
for  the  smelter  and  rolling  mill,  as- 
sume $113  million  in  Scottsboro  debt 
at  interest  rates  ranging  between 
3&%  and  7&%-a  total  of  $140  million 
for  a  property  with  a  depreciated 
book  value  of  $120  million.  In  addi- 
tion, Alcan  will  probably  pay  $60  mil- 
lion or  so  for  Scottsboro's  inventories, 
receivables  and  assorted  other  assets, 
and  almost  certainly  invest  another 
$25  million  to  $50  million  revamping 
the  plant.  Alcan  will  be  getting 
Scottsboro's  capacity  for  about  $2,000 
a  ton,  maybe  20%  less  than  it  would 
cost  to  build  new.  But  Scottsboro  was 
a  tempting  prize.  Alcan  has  made  no 
secret  of  its  ambitions  of  backing  up 
its  U.S.  fabricating  operations  with  a 
U.S.  smelter,  and  Scottsboro  offers  a 
fast  way  to  do  that.  Perhaps  more 
important,  Scottsboro  has  a  power 
contract  with  TVA  that  is  big  enough 
and  long-term  enough  to  support  a 
tripling  of  Scottsboro's  capacity. 

So,  instead  of  selling  the  whole 
company,  Collins  and  his  board  ended 
by  selling  only  part  of  the  company— 
which  leaves  Revere  Copper  &  Brass 
about  where  it  was  before  the  whole 
thing  started.  It  does  a  big  volume  in 
brass,  copper  and  aluminum  fabri- 
cated products— about  $420  million 
worth.  But  most  of  it  is  chronically 
low-profit  business,  the  most  conspic- 
uous exception  being  its  $54  million 
worth  of  specialty  products  like 
Revereware  cooking  utensils. 

As  for  the  cash  from  Scottsboro, 
most  of  that  will  go  toward  bringing 
Revere's  own  staggering  debt  burden 
down  to  more  reasonable  levels. 

Earnings,  which  were  only  28  cents 
a  share  last  year— 1%  on  stockholders' 
equity— will  probably  be  better  this 
year,  if  for  no  other  reason  than  that 
there  will  be  a  considerable  saving  in 
interest  costs  and  a  $39-million  tax- 
loss  carryforward.  The  stock,  which 
rose  as  high  as  21%  on  takeover  ru- 
mors, is  now  back  to  15.  Bereft  of 
Scottsboro,  Revere  seems  unlikely  to 
attract  many  tender  offers. 

It  would  be  naive  to  ask  why  man- 
agement chose  to  sell  some  of  its 
assets  rather  than  the  whole  company. 
What  management  willingly  deals  it- 
self out  of  a  job?  But  Bill  Collins 
waxes  positively  indignant  when  a  re- 
porter suggests  that  avoiding  a  take- 
over was  a  motive  in  deciding  to  sell 
Scottsboro.  "In  making  that  sugges- 
tion," Collins  snorts,  "I  think  it's  ten- 
dentious, improper,  incorrect,  and  I 
resent  personally  the  imputation  on 
management  which  it  conveys."  ■ 
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1977  Annual  Banking  Survey 


The  Time  Is  NOW 


Interest-bearing  checking  accounts  are  an  idea  whose  time 
has  come.  Who  will  be  helped?  Who  hurt? 


There  may  or  may  not  be  such  a 
thing  as  a  free  lunch,  but  there  is  def- 
initely no  such  thing  as  a  free  check- 
ing account.  That  is  what  many  mil- 
lions of  Americans  will  learn  as  NOW 
(for  Negotiable  Order  of  Withdraw- 
al) accounts  spread  across  the  land 
in  the  near  future. 

Since  1933  federal  law  has  prohib- 
ited the  paying  of  interest  on  demand 
deposits— checking  accounts  as  most 
people  call  them.  Congress  will  almost 
certainly  repeal  this  prohibition,  at 
least  as  far  as  individuals  and  non- 
profit organizations  are  concerned.  In- 
terest-bearing checking  accounts  are 
already  permitted  in  Massachusetts, 
New  Hampshire  and  other  New  En- 
gland states.  Tomorrow,  probably,  the 
whole  country. 

Almost  everybody  supports  a  pro- 
posed law  that  would  permit  payment 
of  interest  to  individuals  and  non- 
profit outfits.  The  Federal  Reserve 
Board  is  in  favor  of  it  because  it  sees 
in  the  change  a  way  to  help  stem  the 
wave  of  bank  resignations  from  its  sys- 
tem. Treasury  is  for  it  because  Trea- 
sury would  like  to  earn  money  on  its 
temporarily  idle  balances.  (The  con- 
cept of  the  bill  would  help  the  Trea- 
sury in  its  bid  for  interest  payments 
on  tax  and  loan  account  balances.) 
Consumerists  are  for  it,  because  it 
would,  seemingly  at  least,  give  a  break 
to  the  ordinary  bank  customer.  And 
most  banks  are  in  favor  of  it  because 
they  want  to  be  able  to  compete  with 
savings  and  loans  and  credit  unions  for 
the  consumer  dollar. 

But  will  the  public  really  benefit? 


Probably  not  on  an  overall  basis.  Cus- 
tomers who  keep  sizable  average  bal- 
ances probably  will  benefit,  but  cus- 
tomers who  tend  to  cut  it  close  may 
well  end  up  paying  more  for  banking. 

Paying  interest  on  checking  ac- 
counts will  cost  the  banks  a  lot  of 
money.  They  will  have  to  make  up 
the  loss.  The  easiest  way  is  to  charge 
more  for  individual  services.  For  cus- 
tomers with  small  average  balances, 
the  extra  charges  may  easily  offset  the 
interest  earned— and  then  some. 

The  Federal  Reserve  will  give  the 
banks  some  help.  It  will  pay  a  rate  of 
interest— maybe  2%— on  the  reserves  the 
banks  must  leave  with  the  Fed  against 
all  deposits.  The  Fed  is  willing  to  do 
this  because  the  payments  may  bring 
back  into  its  fold  some  banks  that 
have  quit  the  Fed  System— or  are  con- 
sidering quitting— because  they  don't 
like  having  to  keep  large  reserves  on 
which  they  earn  no  interest. 

How  much  of  the  extra  cost  of  the 
NOW  accounts  would  the  Fed's  in- 
terest cover?  Nobody  knows  for  sure. 
Much  would  depend  on  a  number  of 
factors.  Banks  with  a  large  volume 
of  household  checking  accounts  will 
have  to  pay  interest  to  retain  these 
against  competition  from  the  thrift  in- 
stitutions. That  cost  will  be  high  in 
the  South  and  West  where  there  is 
more  consumer  business  and  relatively 
less  from  corporations. 

Interest  on  reserves  will  benefit  the 
biggest  banks  most.  Payments  will  go 
out  against  all  reserves  that  have  been 
put  up  at  the  Fed,  both  against  de- 
mand deposits  and  against  time  de- 


posits. The  big  banks  have  been  com- 
plaining that  they  carry  a  heavy  bur- 
den of  reserves.  Now  they  should  get 
more  interest— while  paying  out  pro- 
portionately less  for  NOW  accounts. 

Fed  studies  show  that  the  cost  of 
NOW  interest  could  just  about  be  off- 
set by  the  interest  payments  on  re- 
serves. That's  for  the  entire  industry. 
But  the  banks  with  a  high  degree  of 
consumer  business  and  those  that  are 
only  marginally  profitable  could  be  in 
trouble.  Others,  big  money-center 
banks,  for  example,  will  be  ahead. 

There  will  be  a  period  of  experi- 
mentation. Some  banks  will  offer  un- 
limited free  drafts— others  will  set  a 
monthly  maintenance  charge  and  as- 
sess a  fee  for  each  check. 

A  Federal  Reserve  Board  staff  study 
found  that  banks  that  offer  NOW 
checking  in  Massachusetts  and  New 
Hampshire  run  an  average  cost  on 
these  accounts,  including  interest, 
equal  to  about  8.5%  of  the  total  NOW 
deposits.  Ordinary  noninterest-bearing 
demand  deposits  cost  about  4.7%. 
Thus,  banks  will  experience  an  add- 
ed outlay  equal  to  almost  4%  of  the 
amount  of  checking  account  balances 
that  shift  to  NOW  version. 

Faced  with  shrinking  earnings  and 
unhappy  stockholders,  these  banks 
will  begin  looking  for  ways  to  recoup. 
They  will  start  finding  ways  to  charge 
depositors  for  services  that  formerly 
were  free.  This  has  already  happened 
in  Massachusetts  and  New  Hampshire. 

Predicts  William  M.  Jenkins,  chair- 
man of  Seattle-First  National  Bank: 
"Thrift  institutions  are  likely  to  give 
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The  NOW  Pioneers 

Commercial  banks  should 
do  well  competing  against 
other  financial  institutions 
in  attracting  and  holding 
interest-bearing  checking 
accounts.  Despite  a  late 
start  in  Massachusetts  and 
New  Hampshire,  which 
originated  NOW  accounts, 
commercial  banks  soon 
caught  up  with  and  passed 
thrift  institutions. 


Commercial  Banks- 
Mutual  Savings 
Savings  and  Loans  - 


SOURCE:  Federal  Reserve  Bank  of  Boston 


away  their  services  at  first  in  order  to 
draw  deposits  from  commercial  banks. 
Later  on,  the  consumer  is  going 
to  be  surprised  and  shocked  when  fees 
are  imposed  and  then  raised." 

For  example,  many  consumers  find 
it  difficult  to  live  with  minimum  bal- 
ances and  are  likely  to  end  up  pay- 
ing substantial  amounts  for  checking 
services,  Jenkins  declared.  Seattle- 
First  provides  free  checking  for  ac- 
counts with  a  deposit  balance  of  $200 
or  more.  Nevertheless,  he  pointed  out, 
40%  of  all  go  below  the  minimum  and 
end  up  paying  at  least  a  $2  service 
charge  for  the  month. 

"The  consumer  is  the  one  who  is 
really  going  to  suffer,  especially  in  our 
area,"  said  West  Coaster  John  A. 
Elorriaga,  chairman,  U.S.  National 
Bank  of  Oregon.  "The  charges  will 
go  bigger  to  the  little  guy  who  is  more 
expensive  to  carry  than  the  big  cor- 
poration. This  will  come  surprisingly 
fast.  I  don't  know  a  banker  in  the 
country  who  isn't  working  his  head  off 
to  figure  out  what  his  costs  are  exact- 
ly and  what  he  is  going  to  charge  for 
each  service." 

Increases  in  bank  charges  will  not 
be  confined  to  consumer  checking  ac- 
counts, Elorriaga  predicted.  The  rate 
charged  for  credit  card  balances,  now 
15%  per  annum,  would  have  to  be 
raised.  Even  the  prime  rate  would 
have  to  go  up,  he  added. 

Retail  banking  has  been  unprofit- 
able for  several  years,  and  the  payment 
of  interest  on  consumer  checking  ac- 
counts will  make  the  situation  worse, 
said  Chase  Manhattan  Chairman  Da- 
vid Rockefeller.  His  point  is:  No- 
body, especially  bankers,  will  go  on 
indefinitely  doing  business  at  a  loss. 

Such  changing  circumstances  al- 
ways end  by  creating  opportunities 
for  the  shrewd  and  troubles  for  the 
sleepy.  This  one  will  be  no  exception. 


Paul  A.  Volcker,  president  of  the  Fed- 
eral Reserve  Bank  of  New  York,  puts 
it  this  way:  "The  advent  of  interest- 
bearing  accounts  could  bring  new 
competitive  opportunities  to  banks 
that  are  prepared  to  innovate  and 
plan  carefully." 

Volcker  agrees  that  banks  will  have 
to  make  up  elsewhere  what  they  lose 
in  interest  payments.  "Depositors  will, 
eventually  if  not  immediately,  have 
to  face  up  to  the  need  to  cover  more 
directly  the  costs  of  the  particular 
services  they  desire.  But  in  the  long 
run,  efficiency,  competition  and  con- 
sumer choice  should  be  served." 

Volcker  also  sees  NOW  accounts  as 
helping  prevent  the  kind  of  disinter- 
mediation  and  shifting  back  and  forth 
of  funds  that  takes  place  in  periods  of 
rising  interest  rates— as  in  1974.  "De- 
positors," he  says,  "will  have  an  op- 
portunity to  receive  a  competitive  re- 
turn without  the  expense  and  trouble 
of  shifting  money  from  one  form  to 
another." 

Interestingly  enough,  the  original 
1933  prohibition  on  interest  for  check- 
ing accounts  was  intended  to  protect 
the  banking  system  from  too  much 
competition.  The  whole  system  was 
shaky  then,  and  the  prohibition  on 
checking-account  interest  was  one 
way  to  prevent  strong  banks  from 
luring  funds  away  from  shaky  ones— 
which  were  all  too  numerous  in  those 
days.  It  also  was  a  way  to  fatten  bank- 
profits  and  help  make  the  banks  more 
solvent.  As  time  went  on  and  the 
banks  became  healthy,  they  began  to 
compete  again  by  offering  various 
services  well  below  cost.  They  still  do 
in  most  cases.  Here  is  how  it  works: 

A  typical  medium-sized  or  large 
bank  had  an  average  personal  check- 
ing account  balance  of  $1,021  in 
1975.  Service  charges  came  to  $8.59 
a  year  and  penalties  to  $5.97  a  year. 


Total  income  to  the  bank  is  $14.56. 

However,  the  cost  of  processing 
checks  against  the  account  came  to 
$17.57,  while  deposit  bookkeeping 
cost  $7.01  and  checks  drawn  on  long- 
distance banks  cost  another  $4.85. 
The  biggest  bank  expense  was  back- 
office  handling  of  the  account  at 
$33.16  a  year.  Thus  the  account  cost 
the  bank  $48.03  in  a  year. 

In  other  words,  the  bank  lost 
$48.03  on  the  account— equal  to  4.7% 
a  year  on  the  average  balance.  This 
is  a  kind  of  disguised  interest  payment. 

With  NOW  accounts,  in  effect  the 
disguised  payment  will  come  out  into 
the  open,  and  customers  whose  ac- 
counts are  unprofitable  for  the  banks 
will  end  up  paying  more  in  the  long 
run,  while  those  with  sizable  balances 
will  come  out  ahead. 

Meanwhile,  back  in  Worcester, 
Mass.,  the  man  who  started  the  whole 
thing  in  1972  is  happy  as  a  clam. 
He's  Ronald  W.  Haselton,  46,  of  the 
Consumers  Savings  Bank  there.  Says 
he:  "It's  working  just  great."  Consum- 
ers played  it  smart.  It  didn't  go  over- 
board and  offer  free  checks.  But  the 
system  has  worked  so  well  that  it  has 
cut  the  cost  of  a  check  from  15  cents 
to  10  cents.  While  other  Massachu- 
setts banks  now  offer  competition, 
Haselton  says,  a  large  part  of  the  new 
money  that  came  to  the  bank  with 
the  initial  publicity  over  NOW  re- 
mains with  it  still— and  in  health) 
$1,200  average  accounts. 

Other  banks  in  New  England  re- 
port that  NOW  customers  are  staying 
with  them  even  where  they  have  had 
to  raise  service  charges.  The  simple 
fact  is  that  the  customers  seem  to  like 
NOW  even  though  it  won't  put  any 
money  in  their  pocket  on  balance. 
And  the  smart  bankers  will  like  it, 
too.  As  for  the  others,  well  what  is  the 
free  enterprise  system  all  about?  ■ 
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Rating 
The  Banks 

The  rich— surprise! — 
got  richer. 

The  statistics  on  this  and  the  fol- 
lowing pages  show  who's  what  and 
where  in  banking.  We  list  the  100 
largest  banks  in  terms  of  assets.  Shown 
also  are  key  growth  ratios  for  assets, 
equity  and  earnings,  as  well  as  stock 
narket  multiples.  Other  tables  are  de- 
voted to  the  relationship  of  loan  losses 
and  charge-offs  to  all  loans. 

The  information  contained  in  these 
tables  reveals  that  bank  holding  com- 
panies are  much  sounder  now  than  a 
year  ago.  Assets  are  substantially  high- 
er: BankAmerica  at  $73.9  billion,  up 
from  $66.8  billion,  and  Citicorp  at 
$64.3  billion,  up  from  $57.8  billion, 
for  example.  Even  though  substantial 
amounts  of  bad  loans  were  charged 
off  during  the  year,  remaining  loan- 
loss  reserves  were  generally  as  large 
as,  or  even  greater  than,  at  the  end 
of  1975. 

The  willingness  of  banks  and  bank 
holding  companies  to  face  up  to  the 
poor  loans  that  have  been  on  their 
books  and  to  write  off  huge  sums  is 
paving  the  way  for  considerable  im- 
provement in  profit  this  year.  Some 
analysts  think  that  earnings  may  gain 
10%  or  so  this  year  over  1976  which, 
in  turn,  advanced  an  average  of  5% 
over  1975.  Profit  results  for  1976  var- 
ied widely,  with  Citicorp  rising  13.4% 
as  Chase  Manhattan  dropped  33% 
over  1975  per-share  results. 

For  most  banks,  the  growth  game 
ended  in  1976,  with  assets  rising  much 
more  gently  than  the  four-year  com- 
pound rate  shown  in  the  1972-76  col- 
umn. Business  was  slower,  for  one 
thing,  and  banks  were  less  aggressive 
about  going  after  loans  for  the  sake 
of  loans.  But  the  slowdown  made  for  a 
healthier  banking  system,  because  the 
banks  were  thus  able  to  plow  their 
profits  back  into  improving  their  cap- 
ital ratios. 

In  a  sense,  the  rich  got  richer.  The 
top  50  banks  in  general  grew  faster 
than  the  second  50.  The  trends  now 
apparent  in  banking— NOW  accounts, 
for  example  (p.  61)—  suggest  that  the 
big  will  continue  getting  bigger  and 
the  poor,  poorer.  ■ 


THE  50  LARGEST  TRUST  OPERATIONS 

J.P.  Morgan  is  no  longer  the  biggest  manager  of  other  people's  money. 
That  honor  now  belongs  to  Citicorp,  which  last  year  edged  Morgan 
out.  But  the  size  of  the  assets  in  hand  is  not  the  only  measure  of  a 
money  manager.  Morgan's  trust  department  still  generates  far  more 
revenues  than  Citicorp's  or  that  of  anyone  else  in  the  business. 
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11,080 

2.1 

44 

Fiduciary  Co  of  N  Y 

2,703 

10.5 

8,805 

66.2 

45 

Fidelcor 

2,678 

13.0 

10,985 

4.8 

46 

Mercantile  Bankshares 

2,572 

8.7 

10,459 

16.4 

47 

CBT  Corp 

2,359 

21.8 

9,200 

6.1 

48 

Mercantile  Bancorp 

2,340 

11.4 

7,706 

4.0 

49 

Fidelity  Union  Bancorp 

2,308 

17.7 

6,508 

6.2 

50 

National  City  Corp 

2,284 

14.5 

9,032 

5.1 

*  Includes  advisory  accounts  when  available,  f  Usually  includes  corporate  trust  depart- 
ment income.  **  Includes  the  Commonwealth  of  Pennsylvania  Retirement  Funds  as  agent. 
$  Subsidiary  of  Walter  E  Heller  Int'l.  NC  Not  comparable. 
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100  Largest  Bank  Holding  Companie 


1976  Size  Measures  ($  Millions) 
Loan  Loss  Charge-Offs 


Gross 


Total 

Total 

Demand 

Total 

Res  as  % 

%of 

Total 

Total 

Operating 

Net 

Rank 

Assets 

Deposits 

Deposits 

Loans 

of  Loans 

Amt 

Loans 

Investments  Capital 

Income 

Income 

Company  &  Headquarters 

1 

$73,913 

$60,750 

24.8 

$35,749 

0.8 

$119.2 

0.4 

$10,431 

$3,491 

$4,845 

$336.8 

BankAmerica  Corp  (Calif) 

2 

64,282 

49,136 

18.6 

40,124 

0.8 

290.9 

0.8 

3,543 

4,435 

4,844 

401.4 

Citicorp  (NY) 

3 

45,638 

37.608 

28.7 

30,943 

1.0 

269.0 

1.0 

3,468 

2,426 

3,018 

1164 

Chase  Manhattan  Corp  (NY) 

4 

31,483 

26,192 

38.4 

17,473 

0.9 

83.3 

0.5 

1,691 

1,579 

1,858 

143.1 

Manufacturers  Hanover  Corp  (NY 

5 

28,766 

21,474 

31.5 

13,883 

1.1 

52.4 

0.4 

3,606 

2,000 

1,812 

202.7 

1 P  Morgan  &  Co  (NY) 

6 

26,614 

20,8/4 

32.2 

14,265 

1.1 

116.1 

0.9 

3,879 

1,371 

1,716 

92.6 

Chemical  New  York  Corp  (NY) 

[• 

7 

22,249 

17,694 

34  9 

11,301 

1.0 

81.9 

0.7 

1,391 

980 

1,398 

56.5 

Bankers  Trust  New  York  Corp  (NY 

II 

8 

21,975 

15,817 

22.4 

12,904 

1.3 

72.7 

0.6 

2,364 

1,167 

1,437 

128.0 

Continental  Illinois  Corp  (III) 

II 

9 

19,834 

14,063 

19.2 

11,695 

0.9 

145.8 

1.3 

2,501 

1,365 

1,361 

105.6 

First  Chicago  Corp  (III) 

10 

19,672 

16,378 

37.7 

10,761 

1.0 

51.1 

0.5 

3,258 

1,175 

1,393 

87.8 

Western  Bancorporation  (Calif) 

• 

u 

16,401 

13,487 

30.8 

9,485 

0.9 

62.2 

0.7 

1,775 

861 

1,179 

76.3 

Security  Pacific  Corp  (Calif) 

12 

12,969 

10,446 

28.1 

8,367 

0.9 

31.3 

0.4 

1,727 

819 

948 

63.5 

Wells  Fargo  &  Co  (Calif) 

13 

10,719 

9,095 

32.8 

6,435 

1.4 

73.1 

1.2 

1,447 

659 

739 

13.2 

Marine  Midland  Banks  (NY) 

14 

10,711 

9,067 

32.2 

6,698 

1.0 

48.4 

0.8 

1.174 

665 

802 

46.3 

Crocker  National  Corp  (Calif) 

;: 

15 

__ 

10,209 

8,699 

47.4 

4,711 

1.2 

33.6 

0.7 

956 

560 

643 

42.8 

Charter  New  York  Corp  (NY) 

i: 

9,353 

6,689 

29.2 

4,963 

1.8 

22.8 

0.5 

1,316 

839 

637 

64.1 

Mellon  National  Corp  (Pa) 

;: 

17 

8.499 

5,967 

29.5 

4,216 

0.9 

45.3 

11 

1,004 

946 

709 

43.5 

First  National  Boston  (Mass) 

:; 

18 

8,358 

6,627 

35.7 

4,548 

1.0 

18.1 

0.4 

2,211 

768 

588 

65.4 

Northwest  Bancorp  (Minn) 

:i 

19 

7,844 

6,134 

35.3 

4,459 

0.9 

13.0 

0.3 

1,481 

701 

535 

63.4 

First  Bank  System  (Minn) 

20 

7,553 

5,840 

29.4 

3,635 

1.5 

9.3 

0.3 

1,561 

566 

460 

51.1 

National  Detroit  Corp  (Mich) 

■ 

21 

7,489 

2,544 

39.0 

4,630 

1.3 

47.8 

0.9 

728 

2,544 

1,353 

95.0 

CIT  Financial  Corp°*(NY) 

22 

7,214 

4,260 

28.3 

3,770 

1.6 

66.0 

1.7 

1,262 

545 

532 

22.6 

First  Pennsylvania  Corp  (Pa) 

23 

7,167 

5,626 

33.9 

3,255 

1.0 

10.4 

0.3 

1,525 

512 

465 

56.0 

First  Inf  1  Bancshares  (Texas) 

A 

24 

6,521 

4,649 

35.1 

2,999 

1.1 

11.3 

0.4 

624 

472 

363 

46.2 

Republic  of  Texas  Corp  (Texas) 

II 

25 

5,310 

4,128 

35.8 

3,016 

1.0 

9.7 

0.4 

568 

334 

365 

36.4 

Seafirst  Corporation  (Wash) 

26 

5,256 

4,274 

41.6 

2,370 

0.9 

10.2 

0.5 

Q9/1 

191 

311 

31.9 

First  City  Bancorp  (Texas) 

27 

5,202 

4,209 

399 

2,617 

1.0 

7.3 

0.3 

811 

339 

325 

33.0 

Bank  of  New  York  (NY) 

28 

5,196 

4,203 

43.3 

2,385 

10 

8.1 

0.4 

907 

328 

303 

40.0 

Texas  Commerce  Bshs  (Texas) 

. 

29 

5,120 

4,385 

40.2 

2,869 

1.1 

4.7 

0.2 

631 

310 

288 

9.0 

European  Americanft  (NY) 

30 

4,907 

3,685 

37.2 

1,829 

1.3 

7.6 

0.5 

1,096 

336 

296 

31.8 

Harris  Bankcorp  (III) 

4,433 

3,282 

46.6 

2,230 

1.1 

10.3 

0.5 

623 

396 

279 

20.2 

NCNB  Corp  (NC) 

32 

4,348 

3,533 

31.7 

2,216 

1.2 

22.6 

1.0 

1,151 

404 

295 

41.7 

CleveTrust  Corp  (Ohio) 

33 

4,318 

2,955 

41.0 

2,370 

1.5 

19.3 

0.8 

458 

354 

314 

28.1 

Philadelphia  National  Corp  (Pa) 

! 

34 

4,226 

3,490 

42.6 

1,918 

1.4 

22.4 

1.2 

1,061 

243 

255 

14.6 

Union  Bancorp  (Calif) 

35 

4,015 

3,274 

40.5 

1,855 

1.2 

8.9 

0.5 

977 

247 

250 

12.7 

First  Wisconsin  Corp  (Wise) 

36 

3,931 

1,403 

44.6 

2,600 

1.7 

22.2 

0.9 

323 

804 

343 

27.8 

Walter  E  Heller  Inn  (III) 

37 

3,833 

2,978 

38.0 

1,421 

1.8 

0.3 

00 

961 

291 

248 

27.2 

Nortrust  Corp  (III) 

38 

S  703 

3,256 

27.5 

2,504 

0.4 

13.1 

0.6 

648 

285 

289 

29.1 

Michigan  National  Corp  (Mich) 

39 

3,596 

2,948 

33.6 

1,549 

1.0 

87 

0.6 

1,312 

275 

252 

22.4 

BancOhio  Corp  (Ohio) 

40 

3,560 

2,845 

42.0 

1,691 

1.5 

5.0 

0.3 

618 

272 

254 

30.7 

Wachovia  Corp  (NC) 

41 

3,495 

2,742 

34.8 

2,044 

1.0 

22.5 

1.1 

437 

227 

245 

8.9 

Girard  Company  (Pa) 

42 

3,394 

2,709 

40.4 

1,656 

1.2 

23.4 

1.5 

918 

331 

258 

13.1 

Southeast  Banking  Corp  (Fla) 

43 

3,381 

2,843 

27.3 

1,653 

1.2 

5.8 

0.4 

890 

236 

230 

27.2 

DETROITBANK  Corp  (Mich) 

44 

3,363 

2,468 

43.0 

1.529 

1.1 

7.5 

0.5 

1,016 

266 

238 

29.9 

Pittsburgh  National  Corp  (Pa) 

45 

3.325 

2,910 

34.8 

1,927 

0.9 

5.9 

0.3 

729 

206 

236 

18.5 

Valley  National  Bank*  (Ariz) 

'  B»nk  only  Not  organized  as  a  holding  company.         '•  Includes  tho  results  of  non  bank  operations  where  applicable 

I  I  All  figures  on  a  combined  basis  to  include  European  American  Bank  &  Trust  and  European  American  Banking  Corp.  Privately  owned;  stock  data  not  available. 
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Statistical  Profile 


 Growth  Measures  , ,  Profitability  &  Cost  Measures  w  Stock  Data  , 

Average  Assets  Equity  Per  Share  Earnings  Per  Share     73-76  Avg       Earned      Overhead  Latest  12  Indicated 


72-76 

1976  vs 

72-76 

1976  vs 

72-76 

1976  vs 

Return  on 

on  Loans 

Times  Nl 

Recent 

Months 

P/E 

Yield 

mpounded 

1975 

Compounded 

1975 

Compounded 

1975 

Equity 

1976 

1978 

Price 

E/P/S 

Ratio 

% 

15.9% 

6.9% 

11.2% 

13.8% 

14.5% 

10.0% 

16.0% 

9.2% 

3.8% 

22% 

$2.47 

9.3 

3.5 

18.2 

3.2 

11.6 

12.0 

15.9 

13.4 

16.3 

9.3 

3.2 

26  % 

3.20 

8.2 

4.0 

12.3 

4.7 

6.2 

2.8 

-6.1 

-33.0 

11.0 

8.2 

7.3 

32% 

3.76 

8.6 

6.8 

19.4 

11.5 

8.8 

8.9 

15.8 

0.4 

14.6 

8.3 

3.4 

363/4 

5.11 

7.2 

5.2 

17.7 

2.4 

11.2 

13.1 

11.3 

5.9 

15.7 

7.9 

1.6 

49% 

5.12 

9.6 

4.1 

16.8 

4.3 

4.9 

5.9 

8.1 

-3.6 

11.1 

7.9 

5.0 

45% 

6.67 

6.8 

6.6 

14.6 

5.7 

4.8 

2.8 

-5.3 

-19.9 

10.4 

7.7 

7.1 

38  Vs 

4.79 

8.0 

7.9 

18.0 

10.8 

8.7 

10.3 

12.5 

12.2 

14.5 

7.8 

2.3 

27  y4 

3.69 

7.5 

4.3 

17.3 

2.7 

8.5 

7.5 

9.3 

-1.8 

13.1 

7.8 

2.4 

18 

2.70 

6.7 

5.3 

8.9 

5.5 

6.4 

6.7 

5.2 

15.0 

11.1 

8.5 

6.7 

293/s 

3.90 

7.5 

5.1 

10.8 

6.2 

5.6 

7.0 

7.3 

15.5 

10.6 

8.5 

5.4 

27  Vi 

3.90 

7.0 

5.7 

11.3 

5.3 

7.2 

8.5 

10.5 

11.7 

4.5 

8.4 

4.7 

245/8 

3.38 

7.3 

4.5 

1.8 

-7.3 

2.5 

0.8 

-25.6 

-12.6 

7.0 

8.4 

19.8 

12% 

1.37 

8.9 

6.6 

12.6 

4.1 

3.7 

5.7 

2.8 

2.2 

10.4 

8.4 

6.1 

25»/4 

3.84 

6.6 

6.6 

11.1 

-2.0 

6.5 

6.7 

11.4 

-5.3 

11.8 

7.6 

4.7 

29% 

5.03 

5.9 

7.2 

10.7 

-0.6 

6.5 

6.1 

9.5 

4.6 

10.8 

8.0 

2.5 

51% 

6.78 

7.6 

5.5 

11.8 

1.3 

5.8 

4.0 

0.4 

-0.3 

10.5 

9.7 

4.4 

28% 

3.59 

7.9 

6.6 

11.0 

10.3 

9.1 

10.2 

9.4 

7.8 

13.8 

8.9 

3.1 

25 

2.63 

9.5 

3.8 

9.7 

4.9 

8.8 

8.6 

5.6 

2.4 

13.9 

8.6 

2.7 

38 

4.43 

8.6 

4.2 

6.4 

0.8 

8.1 

7.7 

10.4 

3.9 

12.1 

7.9 

2.6 

26% 

4.22 

6.2 

5.8 

5.5t 

W.N/  | 

6.7+ 

5.2 

7.4 

2.3 

8.6 

12.2 

7.7* 

3.5 

343/4 

4.03 

8.6 

6.9 

12.9 

0.3 

4.8 

2.0 

-13.2 

23.7 

11.4 

9.3 

7.6 

16% 

1.78 

9.2 

8.1 

16.0 

16.1 

11.4 

11.3 

13.0 

7.7 

16.4 

8.6 

2.0 

40  y4 

3.91 

10.4 

2.9 

11.7 

11.1 

12.4 

11.2 

14.3 

2.0 

16.0 

8.2 

2.0 

30% 

4.07 

7.5 

3.9 

12.4 

8.4 

9.6 

10.6 

12.3 

14.4 

14.3 

9.0 

3.7 

32% 

4.09 

7.9 

3.8 

14.3 

13.4 

10.4 

12.5 

14.4 

12.8 

14.3 

8.6 

2.9 

30% 

3.48 

8.8 

3.3 

8.1 

11.3 

8.5 

7.7 

6.6 

-0.5 

14.2 

7.9 

4.1 

35% 

5.39 

6.6 

6.5 

21.9 

13.6 

10.8 

11.0 

14.8 

10.6 

16.0 

8.4 

2.1 

32% 

3.37 

9.7 

3.4 

41.0 

6.5 

24.4 

3.3 

16.1 

20.2 

8.7 

7.9 

11.6 

— 

— 

14.6 

15.0 

9.3 

8.1 

15.0 

2.4 

13.5 

7.8 

3.1 

31>/2 

4.89 

6.4 

5.3 

12.5 

3.7 

6.3 

5.7 

-3.3 

10.1 

11.0 

9.3 

5.0 

11% 

1.28 

9.0 

4.5 

10.8 

8.7 

7.5 

6.9 

9.2 

1.8 

11.4 

8.3 

2.1 

34% 

4.71 

7.3 

5.3 

9.1 

1.2 

7.0 

6.7 

4.6 

3.4 

12.5 

9.2 

4.2 

32% 

4.75 

6.8 

6.5 

4.5 

6.7 

4.1 

2.6 

-8.8 

17.9 

9.5 

8.5 

6.4 

11  Va 

1.34 

8.4 

7.5 

7.3 

6.8 

2.8 

3.3 

-6.2 

10.5 

7.5 

8.6 

7.2 

22 

3.16 

7.0 

8.0 

36.0 

10.8 

9.7 

7.6 

4.2 

-9.5 

15.2 

8.0* 

3.8 

17% 

2.43 

7.4 

5.6 

10.1 

-0.9 

8.2 

8.9 

11.5 

3.8 

12.5 

7.7 

3.2 

37 

5.45 

6.8 

4.6 

8.8 

13.2 

13.7 

13.5 

8.9 

20.4 

16.4 

9.7 

3.5 

25% 

4.53 

5.6 

3.9 

10.1 

14.0 

7.4 

6.0 

3.4 

-5.6 

10.6 

9.2 

4.0 

19% 

3.12 

6.3 

6.2 

10.0 

5.2 

10.4 

10.5 

11.2 

8.6 

14.4 

9.0 

3.6 

17% 

1.97 

8.8 

3.1 

5.7 

3.7 

4.4 

0.6 

-13.1 

-45.7 

9.5 

8.2 

9.2 

45 

4.12 

10.9 

7.2 

13.3 

12.5 

7.7 

4.5 

-8.2 

-5.1 

10.6 

8.7 

9.0 

11% 

1.14 

10.1 

3.5 

7.5 

10.9 

9.3 

8.1 

11.2 

0.8 

13.3 

7.9 

2.5 

45 

6.79 

6.6 

5.3 

11.6 

11.1 

8.1 

7.8 

10.9 

5.3 

13.3 

8.3 

2.9 

36 

4.81 

7.5 

5.1 

8.1 

5.9 

7.2 

7.2 

3.4 

2.0 

12.3 

8.6 

5.6 

15% 

2.11 

7.5 

5.4 

t  Growth  based  on  year-end  assets.      t  Banking  operations  only. 
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100  Largest  Bank  Holding  Companit 


Rank 


Total 
Assets 


Total  Demand 
Deposits  Deposits 


 1976  Size  Measures  ($  Millions) 

Loan  Loss  Charge-Offs 
Total  Res  as  %  %of 
Loans    of  Loans     Amt  Loans 


Total  Total 
Investments  Capital 


Gross 
Operating 
Income 


Net 
Income 


Company  &  Headquarters 


46  $3,271 

47  3,159 

48  3,113 

49  3,107 

50  3,105 

$2,631  37.3  $1,936  0.7  $  3.9  0.2  $601  $269  $243  $29.6 
2,451  52.1  1,920  1.4  33.0  1.7  421  218  260  14.5 
2^07  42.2  1,342  1.2  5.8  0.5  602  246  193  22.2 
2,598  33.1  1,767  0.8  5.1  '  0.3  639  214  204  18.7 
2,395       39.2         2,101       1.5        14.2      0.7           271         240         228  13.4 

U  S  Bancorp  (Ore) 
Citizens  &  Southern  Nat'l  Bnk  ( Ga 
Mercantile  Bancorp  (Mo) 
Manufacturers  National  (Mich) 
Fidelcor  (Pa) 

51  3,055 

52  2  989 

53  2,977 

54  2,820 

55  2,806 

2,486  35.8  1,774  1.2  3.4  0.2  423  208  222  21.4 
2,539  40.6  1,699  0.9  12.4  0.8  374  161  213  2.3 
1^987  45.8  980  2.4  4.3  0.5  926  224  177  35.0 
2,209  49.8  1,310  1.4  1.5  0.2  627  199  90  12.8 
2,267       40.0         1,517      1.1        10.6      0.7           577         244         196  12.0 

Rainier  Bancorp  (Wash) 
BanCal  Tri-State  (Calif) 
National  City  Corp  (Ohio) 
Mercantile  Texas  Corp  (Texas) 
Lincoln  First  Banks  (NY) 

56  2,798 

57  2,787 

58  2,602 

59  2,444 

60  2,419 

1,952  49.4  1,324  1.1  5.4  0.4  576  208  171  21.2 
1,988  37.6  1,665  0.9  10.0  0.6  247  205  192  16.0 
1,962  40.9  1,557  1.1  10.5  0.7  504  257  195  13.8 
2,148  41.4  1,107  1.4  10.1  0.9  889  241  188  13.8 
1,837       48.0         1,102       1.6        11.6      1.1           470         174         167  5.9 

First  Union  Bancorp  (Mo) 
Maryland  National  Corp  (Md) 
United  Virginia  Bankshares  (Va) 
Barnett  Banks  of  Florida  (Fla) 
Shawm ut  Corp  (Mass) 

61  2,373 

62  2,347 

63  2,322 

64  2,308 

65  2,296 

1,741  44.3  1,124  1.6  4.7  0.5  382  193  154  16.5 
1,956  40.1  1,157  0.9  4.4  0.4  583  175  147  12.6 
1,874  34.6  1,531  0.9  2.8  0.2  383  228  189  23.6 
1,594  43.4  1,194  1.6  12.1  1.1  470  216  176  7.9 
1,503       35.2         1,058       1.9        12.2      1.1           668         159         162  7.8 

Centran  Corp  (Ohio) 
First  National  State  Bancorp  (NJ) 
First  Security  Corp  (Utah) 
First  Union  Corp  (NC) 
American  Fletcher  Corp  (Ind) 

66  2,292 

67  2,241 

68  2,214 

69  2,208 

70  2,141 

1,887  43.6  984  1.3  3.9  0.4  734  194  142  17.3 
1,943  23.9  1,149  0.8  1.6  0.1  506  166  120  10.1 
1,955  34.0  1,445  0.4  1.8  0.1  391  133  162  10.8 
1,531  23.6  1,307  1.6  14.0  1.0  390  221  183  13.9 
1,356      55.7         1,173      1.6        19.7      1.7          227        201        179  10.4 

Southwest  Bancshares  (Texas) 
Bank  of  Tokyo  Trustft  (NY) 
California  First  Bank*  (Calif) 
Industrial  National  Corp  (Rl) 
First  National  Holding  Corp  (Ga) 

71  2,125 

72  2,116 

73  2,056 

74  2,054 

75  2,053 

1,517  52.8  1,144  1.1  13.8  1.3  288  141  150  8.1 
1,907  40.8  1,125  1.2  7.8  0.7  636  158  151  10.9 
1,657  26.0  1,006  1.1  1.7  0.2  499  124  169  8.1 
1,747  38.4  1,198  1.0  6.0  0.5  437  180  154  12.3 
1,617      44.3         1,146      1.3        16.4      1.5          354         188        158  8.7 

CBT  Corp  (Conn) 

BayBanks  (Mass) 

Equimark  Corp  (Pa) 

Virginia  National  Bankshares  (Va) 

First  Tennessee  National  (Tenn) 

76  2,051 

77  1,950 

78  1,948 

79  1,934 

80  1,931 

1,723  35.1  1,137  0.9  8.2  0.8  479  146  138  8.3 
1,577  16.2  854  1.6  6.1  0.8  359  180  141  16.6 
1,654  53.3  954  1.9  13.8  1.5  298  99  128  4.1 
1,457  47.5  904  1.2  3.3  0.4  324  176  114  13.1 
1,572      43.6         1,006      1.5         2.6      0.3           545         197        132  17.1 

United  Jersey  Banks  (NJ) 
Republic  New  York  Corp  (NY) 
Hartford  National  Corp  (Conn) 
Texas  American  Bancshares  (Texa 
Alabama  Bancorporation  (Ala) 

81  1,931 

82  1,918 

83  1,911 

84  1,903 

85  1,868 

1,343       52.0           984       1.6        15.3      1.6           436         191         146  6.9 

1.255  45.3  1,100  1.3  11.5  1.1  357  308  160  10.6 
1,619       29.5           993       1.3          2.1      0.2           633         165         136  11.9 

1.256  47.1  961  1.6  5.8  0.6  359  207  139  0.6 
1,565      39.9           942      1.4        10.8      1.1           438         160        127  8.3 

State  Street  Boston  Corp  (Mass) 
Provident  National  Corp  (Pa) 
Society  Corp  (Ohio) 
Indiana  National  Corp  (Ind) 
Midlantic  Banks  (NJ) 

86  1,826 

87  1,825 

88  1,820 

89  1,784 

90  1,772 

1.580  41.4  826  1.1  9.3  1.2  646  171  130  6.8 
1,290  57.1  862  1.9  14.9  1.8  228  130  139  8.9 
1,430  40.6  1,127  1.4  7.9  0.8  296  177  141  8.3 
1,451  47.3  1,016  1.3  2.6  0.3  475  152  118  15.4 
1,341      47.9           983      1.0         2.2      0.3           234         125        123  10.8 

— 

Sun  Banks  of  Florida  (Fla) 
Trust  Comoanv  of  Georgia  (Ga) 
First  &  Merchants  Corp  (Va) 
Commerce  Bancshares  (Mo) 
First  National  Bancorp  (Colo) 

91  1,747 

92  1,727 

93  1,701 

94  1,699 

95  1,638 

1,313  32.0  1,211  1.2  16.1  1.4  330  204  165  5.2 
1,492  41.0  950  1.1  5.3  0.6  448  165  131  19.3 
1,362  38.1  834  1.1  4.3  0.6  426  114  117  11.6 
1,465  45.5  777  1.7  4.1  0.6  370  139  110  13.2 
1,355      49.4           870      1.2         3.5      0.4          402         169        105  18.3 

Bank  of  Virginia  Co  (Va) 
First  Banc  Group  of  Ohio  (Ohio) 
Huntington  Bancshares  (Ohio) 
Riggs  National  Bank*  (Wash  DC) 
Fidelity  Union  Bancorp  (NJ) 

96  1,623 

97  1,626 

98  1,623 

99  1,600 
100  1,588 

1,367  43.1  623  1.0  5.4  0.9  554  183  97  13.4 
1,376  44.6  828  2.0  3.4  0.4  442  145  113  13.5 
1,423  42.9  810  1.3  2.7  0.3  523  148  117  10.4 
1-391  40.6  773  1.6  17.1  2.3  497  129  118  11.7 
1,270      47.7           691       1.0          5.9      0.9           450         117         115  9.5 

Florida  National  Banks  (Fla) 
First  Commercial  Banks  (NY) 
Financial  General  Bshs  (Wash  DC} 
Flagship  Banks  (Fla) 
New  England  Merchants  Co  (Mass 

39.9                    1.2  0.6 

MEDIANS 

•  Bank  only.  Not  organised  as  a  holding  company.        U  Wholly  owned  subsidiary  of  Bank  of  Tokyo,  Ltd.;  stock  data  not  available 
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Statistical  Profile 


Growth  Measures  .  , ,  Profitability  &  Cost  Measures         ,  Stock  Data  


Average  Assets 

Equity  Per  Share 

Earnings  Per  Share 

73-76  Avg 

Earned 

Overhead 

Latest  12 

Indicated 

72-76 

1976  vs 

72-76 

1976  vs 

72-76 

1976  vs 

Return  on 

on  Loans 

Times  Nl 

Recent 

Months 

P/E 

Yield 

% 

i pounded 

1Q7C. 
xj/J 

i#uni|juunucu 

1Q7«i 

Compounded 

Equity 

1976 

1976 

Price 

E/P/S 

Ratio 

10.2% 

11.6% 

io.5o/0 

117% 

14.7% 

18.6% 

15.7% 

8.8% 

3.2% 

273/4 

$3.44 

8.1 

3.6 

7.6 

4.2 

0.7 

3.4 

-12.7 

-9.1 

7.7 

9.3 

8.6 

ey2 

0.49 

13.3 

8.0 

11.9 

4.5 

5.5 

5.3 

4.9 

-4.8 

13.5 

8.3 

2.9 

30'/4 

3.85 

7.9 

7.3 

6.5 

7.2 

8.7 

7.3 

6.6 

-5.3 

13.1 

8.0 

3.9 

33  V2 

5.96 

5.6 

6.6 

9.0 

3.9 

4.6 

0.9 

-7.6 

2.6 

12.1 

8.2 

6.6 

24y2 

2.77 

8.8 

9.0 

10.0 

7.0 

9.7 

11.3 

21.6 

15.7 

12.8 

9.2 

4.3 

23 

2.90 

7.9 

3.5 

7.9 

5.6 

-0.1 

0.5 

-24.6 

-28.3 

4.2 

8.0 

39.6 

2oy2 

1.05 

19.5 

2.9 

11.3 

2.5 

9.1 

11.2 

13.0 

19.4 

15.7 

8.5 

1.4 

4iy2 

5.03 

8.3 

4.5 

17.4 

30.3 

4.0 

-3.4 

10.3 

21.9 

13.1 

8.4 

1.9 

283/8 

3.30 

8.6 

4.2 

4.5 

4.4 

3.2 

3.0 

-5.5 

-2.2 

9.4 

9.0 

6.9 

21  % 

3.20 

6.8 

8.6 

13.3 

6.2 

6.5 

8.3 

9.9 

18.2 

11.8 

8.3 

2.7 

31  % 

4.67 

6.8 

5.8 

15.6 

11.2 

10.6 

7.4 

2.7 

-21.7 

14.2 

9.3 

4.9 

15i/2 

2.19 

7.1 

4.6 

10.1 

2.7 

6.3 

5.8 

-2.0 

13.2 

10.9 

9.5 

6.5 

17% 

2.61 

6.8 

6.4 

9.7 

5.8 

9.2 

4.8 

-3.6 

32.5 

11.2 

10.0 

6.7 

15 

1.65 

9.1 

4.8 

3.8 

2.6 

2.0 

2.3 

-15.3 

203.8 

5.5 

8.7 

12.7 

24>/2 

2.94 

8.3 

6.5 

4.5 

-0.4 

6.7 

6.9 

8.3 

3.4 

12.4 

9.1 

3.6 

253/4 

4.31 

6.0 

7.4 

7.9 

5.7 

3.8 

3.2 

-1.5 

-6.8 

10.6 

8.3 

4.8 

24 

3.00 

8.0 

8.3 

12.1 

14.9 

10.5 

11.5 

8.7 

17.2 

16.5 

9.2 

2.7 

41 V* 

4.45 

9.3 

3.4 

8.5 

5.0 

5.4 

6.1 

-12.1 

5.7 

9.6 

9.3 

10.3 

13 

1.38 

9.4 

7.1 

9.5 

3.9 

7.0 

2.2 

-9.8 

-39.0 

12.3 

8.4 

7.4 

16 

1.84 

8.7 

7.3 

11.0 

7.7 

7.2 

8.3 

8.6 

18.3 

11.5 

9.3 

2.7 

23 

2.84 

8.1 

4.3 

24.0f 

12.0f 

40.8 

7.9 

28.7 

10.2 

11.6 

6.3 

1.7 

— 

— 

— 

— 

36.6 

62.4 

5.7 

6.8 

-1.4 

9.4 

11.1 

8.6 

6.7 

125/8 

2.07 

6.1 

5.7 

9.9 

-0.6 

5.1 

6.1 

-4.4 

16.8 

10.5 

8.8 

4.6 

17 

2.34 

7.3 

7.1 

12.3 

-3.1 

5.1 

5.2 

0.8 

45.7 

9.3 

10.0 

7.2 

24 

2.61 

9.2 

4.8 

8.0 

3.7 

5.2 

3.1 

-4.1 

-8.5 

10.4 

9.3 

8.2 

35 

4.30 

8.1 

7.4 

7.6 

8.6 

5.9 

3.5 

-2.7 

-13.0 

11.0 

9.1 

6.9 

273/4 

3.50 

7.9 

7.6 

4.8 

-8.6 

5.0 

5.4 

-4.6 

29.8 

10.9 

8.1 

6.8 

12 

2.23 

5.4 

7.3 

9.4 

6.8 

7.8 

6.8 

5.2 

7.5 

13.7 

9.9 

5.6 

20'/4 

2.78 

7.3 

6.3 

8.2 

17.0 

6.9 

4.2 

-8.2 

27.3 

8.6 

9.5 

7.9 

8V« 

1.04 

7.9 

5.3 

6.7 

6.1 

3.3 

3.0 

-9.0 

-0.6 

9.5 

8.2 

6.4 

12% 

1.50 

8.4 

8.2 

29.0 

31.9 

19.1 

14.5 

10.2 

2.9 

21.8 

9.8 

1.8 

243/4 

5.50 

4.5 

4.0 

7.8 

1.8 

-5.7 

1.9 

-16.7 

DP 

0.6 

8.4 

14.0 
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1.43 

8.7 

8.0 

14.2 

9.5 

10.6 

9.5 

8.6 

11.1 

12.4 

9.2 

3.4 

23  y4 

3.22 

7.2 

3.4 

11.3 

6.4 

7.9 
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10.0 

-2.7 

14.2 

8.5 

3.0 
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3.01 

8.2 

5.3 

7.9 
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1.2 

-9.8 
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8.6 
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10.4 
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5.0 
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1.8 

-9.1 
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8.5 

6.8 

2iy2 

2.67 
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7.2 

5.0 

7.6 
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14.9 

16.0 

10.5 

9.2 

4.3 
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5.9 

4.7 

7.5 

-3.4 

2.6 
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6.3 

9.5 

85.5 

93/8 

0.09 

NM 

none 

5.1 
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10.0 
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23 
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3.7 
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31.3 

11.1 
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3.9 
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6 
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183/g 
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10.0 
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t  Growth  based  on  year-end  assets.  NM— Not  meaningful.  D-P— Deficit  to  profit. 
P-D— Profit  to  deficit.      D  D— Deficit  to  deficit.      Def— Deficit. 
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If  you  designed  a 
distribution  system  to 
serve  the  Southwest, 

it  would  be  Dallas."  location,  and  with  its 

excellent  distribution  network,  you  can  quickly  reach  any  part  of  the 
nation's  fastest  growing  market,  the  Southwest.  Or,  for  that  matter,  any  part 
of  the  world. 

Transportation  facilities  have  been  a  key  to  the  tremendous  growth  the 
Dallas  area  has  experienced. 
The  most  dramatic  example  is 
DFW  Airport,  already  the  world's 
fifth  busiest  even  though  only 
four  of  its  fifteen  planned 
terminals  have  been  built.  In 
addition,  Dallas  has  seven 
satellite  airports,  including  Love 
Field,  a  superb  business  aviation 
facility. 

But  air  is  just  part  of  the 
distribution  network  that  serves 
Dallas.  There  are  nine  major  rail 
lines;  forty-three  truck  lines;  an 
an  unequalled  Interstate 
Highway  network. 

As  the  preeminent  bank 
in  Dallas,  Republic  has  been 
essential  to  developing  this 
distribution  network.  As  we've 
helped  Dallas  grow  to  a  position 
of  national  and  international 
prominence,  we've  grown 
ourselves.  Until,  today,  our 
resources  exceed  $5  billion.  And 
we  provide  a  full  range  of 
banking  services  to  firms  doing 

business  in  local,  regional, national  and  international  markets. 

In  working  with  our  clients,  we've  helped  make  Dallas  the  distribution 
center  of  the  Southwest.  And  Republic  National  Bank_/s  Dallas. 

Republic  National  Bank 

is  Dallas. 


A  Reoublic 
1  of  Texas 
Si  Company 


Member  FDIC 


Regional  Reports- 
Coping  With  Change 
Beyond  The  Money  Centers 

Unlike  a  good  many  other  vital  industries,  banking  remains  to  an  impor- 
tant degree  a  local  and  regional  business.  Nevertheless,  like  their  brothers 
in  the  nation's  major  money  centers,  regional  banks  increasingly  feel  glob- 
al winds  of  change.  Whether  it  be  the  aftermath  of  an  oil  embargo,  a 
quickening  of  international  trade  or  even  a  late-blooming  passion  for  go- 
go  aggressiveness,  local  banks  are  now  inevitably  caught  up  in  major  mat- 
ters. Herewith,  a  report  from  three  quite  distinct,  and  quite  lively,  regions. 

Kentucky 

Mow,  Mom-And-Pop  Coal  Mines 


By  SUSAN  CHACE 

It's  summer  now  in  Appalachia. 
Mountain  greenery  punctuated  by 
sprays  upon  sprays  of  graveyard  roses. 
Huge  monarch  butterflies.  Mud  still 
everywhere  from  an  Easter-time  flood 
so  forceful  it  shook  the  vaults  in  the 
Cumberland  Valley's  oldest  bank. 

"Mountain  joy!"  hoots  Larry  Asher, 
on  the  road  to  one  of  the  strip  pits 
that  will  bring  his  family's  coal  mining 
company  estimated  revenues  of  $20 
million  this  year.  Asher's  exuberance 
derives  from  the  new  interest  in  coal 
that  has  changed  the  economy  of  Ken- 
tucky. The  state  accounts  for  22%  of 
national  coal  production.  Its  coal 
sales  have  more  than  doubled  in  the 
last  five  years,  to  over  $2  billion. 
More  than  half  of  the  production 
comes  from  small-  and  medium-sized 
producers,  who,  in  the  1960s,  mined 
sporadically  with  maybe  one  or  two 
augers  and  tractors  financed  by  equip- 
ment vendors  who  would  be  quick  to 
repossess  if  a  payment  or  two  were 
missed.  Today  these  same  mom-and- 
pop  mines  are  booming,  and  the  banks 
that  once  shunned  them  are  anxious  to 
help  them  raise  the  money  they  need 
to  expand— typically,  $5  million  each. 
A  loan  that  size,  of  course,  is  too  big 
for  the  banks  in  the  coal  fields,  whose 
limits  (around  $300,000)  barely  cov- 
er the  cost  of  a  single  bulldozer, 
and  often  too  small  for  the  giant 


money   center   banks   to   trifle  with. 

It  is  just  right  for  Louisville  bank 
holding  companies,  in  particular,  Citi- 
zens Fidelity  and  First  Kentucky  Na- 
tional, both  sitting  comfortably  with 
over  $1  billion  in  assets  and  few  trou- 
bles. Citizens,  for  example,  has  no  real 
estate  investment  trust  loans,  no  inter- 
national loans,  and  its  real  estate  lend- 
ing is  confined  to  properties  within 
150  miles  of  Louisville.  Its  earnings 
($9.6  million  in  1976)  have  been 
spurting  ahead  at  12%  to  14%  a  year, 
a  growth  rate  well  above  the  industry 
average.  First  Kentucky's  aftertax  op- 
erating earnings  have  been  growing 
at  a  compound  rate  of  9.8%,  improving 
every  year  since  1942,  to  a  1976 
high  of  $17  million.  Neither  bank  has 
any  long-term  debt,  and  loan  losses 
are  well  below  average. 

As  David  Grissom,  38-year-old 
chairman  of  Citizens,  sees  it,  coal  fi- 
nancing is  attractive  now  because  util- 
ities and  other  consumers  are  buying 
increasingly  by  long-term  contract: 
"These  contracts  have  escalation 
clauses  under  which  the  independent 
producer  can  pass  his  increased  labor 
costs,  increased  taxes  and  reclamation 
costs  to  the  buyer.  On  the  strength  of 
proven  reserves  and  contracts,  our  coal 
loans  have  gone  from  nothing  three 
years  ago  to  8%  of  our  loan  portfolio 
this  year,  and  will  probably  go  up 
to  12%  in  the  next  year  or  so. 

Grissom  and  his  staff  don't  have  to 


beat  the  bushes  to  find  clients,  be- 
cause they  get  them  from  correspond- 
ing banks  in  the  fields.  (Kentucky 
hank  laws  don't  permit  branching  out- 
side the  county  where  the  bank  is 
based.)  Typical  of  the  correspondent 
is  the  First  State  Bank  of  Pineville. 
Its  president,  George  Reese,  goes  by  a 
simple  rule  for  credit:  "We  don't  lend 
to  anyone  who  isn't  a  proven  miner." 
Reese  is  happy  to  oblige  the  Louis- 
ville banks  with  recommendations  for 
loans  over  $300,000— his  bank's  assets 
have  doubled  in  three  years,  to  $20 
million  on  the  strength  of  business 
from  the  mines  and  their  high-salaried 
workers. 

First  Kentucky's  bank,  First  Na- 
tional of  Louisville,  is  also  expand- 
ing coal  financing,  which  is  now 
about  4%  of  its  loan  portfolio.  Presi- 
dent A.  Stevens  Miles  expects  it  to 
double  in  three  years.  For  security  on 
its  loans,  First  National  depends 
heavily  on  references  from  correspon- 
dent banks,  but  it  also  takes  proof 
of  ability  to  market  coal  as  evidence 
of  a  good  loan  risk.  For  example,  the 
bank  was  willing  to  finance  ex-ac- 
countant Jack  James. 

A  smooth  talker  with  impressive 
girth,  James,  29,  used  to  audit  the 
books  of  Churchill  Downs,  home  of 
the  Kentucky  Derby,  for  Touche 
Ross.  This  year,  his  new  mining  and 
brokerage  company  bought  him  a 
box  there.  James  began  brokering  coal 
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Swiss  Bank  Corporation, 

HfcVe  made 
American 
our  business. 


We've  been  helping  companies  in 
the  U.  S.  reach  their  financial  goals  for 
nearly  four  decades. 

This  commitment  to  American 
business  is  backed  by  over  a  century  of 
international  banking  experience,  the 
land  of  experience  that  can  show  you  all 
the  ways  banking  can  work  for  your 
corporation. 

In  order  to  serve  our  expanding 
list  of  customers  in  the  U.S.,  we've  grown  to 
include  more  than  650  people  in  our  branches 
and  representative  offices.  Our  experts  are 
available  to  discuss  your  needs  for  domestic 
or  international  loans,  corporate  finance, 
money  market  facilities,  foreign  exchange. . . 
and  they'll  offer  you  plenty  of  good  old 
American-style  financial  savvy. 

You  know  our  reputation  as  a  leading 
authority  in  international  finance. 

Now  get  to  know  us  as  the  Swiss  bank  that 
has  made  the  American  business  community 
our  communitv. 


SWISS  BANK  CORPORATION 

Our  expertise  is  international. 
Our  commitment  is  American. 

Main  Office  U.S.A.:  New  York,  15  Nassau  St.,  10005,212/791-2777. 
Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Representative  Offices:  Houston!!  One  Allen  Center,  77002,  713/658-0561 
and  Los  Angeles,  800  W.  Sixth  Street,  90017,  213/489-5900. 


—selling  on  the  spot  market  for  small 
producers  too  busy  getting  it  out  of 
the  ground  to  haggle  over  prices— in 
1974  with  two  friends  he  made  in  the 
Louisville  Chamber  of  Commerce.  The 
three  formed  Valley  Energy  Resources. 
On  the  strength  of  their  success  in 
brokering  coal,  they  talked  First  Na- 
tional into  a  $40,000  line  of  credit. 

Today  that  line  is  $250,000.  The 
trio  is  ensconced  in  makeshift  offices 
in  the  Louisville  airport  while  they 
wait  for  permanent  space  in  First 
Kentucky's  headquarters.  "They  tell 
me  my  office  is  bigger  than  Mr.  Miles', 
the  president,"  says  James.  "I  had  a 
plan  to  be  a  millionaire  before  I 
reached  my  30th  birthday,  and  I'm  go- 
ing to  make  it." 

Valley  Energy  Resources  will  earn  a 
40%  return  on  $8  million  in  broker- 
age fees  in  1977,  but  James  says  the 
real  action  is  in  production.  Last  year, 
brokering  paid  off  enough  so  that, 
with  First  Kentucky  financing  receiv- 
ables, the  firm  acquired  a  mine  in 
western  Kentucky.  This  year,  the 
bank  approved  a  $1.5-million  expan- 
sion move  into  eastern  Kentucky. 

Unlike  James,  an  urbanite,  most  of 
today's  successful  producers  were  bred 
in  coal-field  country.  Take,  for  exam- 
ple, the  20-odd-member  Asher  fam- 
ily. The  Ashers  have  been  residents  of 
Bell  County,  says  Larry  Asher,  ever 
since  T.J.  Asher,  a  German  immi- 
grant, wandered  into  a  Kentucky  hol- 
low called  Red  Bird  and  met  and 
married  an  Indian  woman  a  century 
ago.  Ashers  have  mined  on  and  off  for 
the  last  50  years. 


Citizens'  Grissom:  "Coal 

changed  our  thinking. 

Now  we're  a  regional  bank." 


John  Asher  began  accumulating 
rights  to  mining  property  in  the  1960s. 
In  1972  he  leased  the  rights  to  his 
sons  and  kin,  who  formed  Appolo 
Fuels.  "We  started  with  five  endload- 
ers  and  dozers  financed  through  deal- 
ers," drawls  Gary  Asher,  Appolo's  wiry 
28-year-old  president.  "We  got  a  $5- 
million  equipment  and  cash  flow  loan 
from  Citizens  when  we  signed  a  coal 
contract  with  Virginia  Electric  &  Pow- 


er Co.  eight  months  ago." 

The  Ashers  and  150  employees  now 
mine  about  1.3  million  tons  of  coal  a 
year,  vs.  350,000  tons  in  1974.  They 
recently  invested  $2.5  million  in  a 
"unit  train,"  a  conveyance  procedure 
that  permits  continuous  loading  of  a 
trainload  of  coal  at  one  time.  This 
helps  their  contract  customers  out: 
Full  trainloads  are  cheaper  to  trans- 
port than  partial  loads.  It  also  gives  the 
Ashers  new  business.  Neighbors  who 
don't  have  loading  sites  sell  their  coal 
to  the  Ashers,  who  mix  it  with  their 
own  and  resell  it  to  their  contract  cus- 
tomers. Ashers  don't  have  the  vacation 
habit  yet,  says  Larry,  although  last 
November  he  did  allow  Komatsu,  a 
Japanese  equipment  manufacturer,  to 
show  him  Japan  for  two  weeks. 

Bankers  cultivate  coal  people  these 
days,  but  some  survivors  of  the  bad 
years  still  won't  look  twice  at  a  bank: 
men  like  J.B.  Croley,  58,  a  miner's 
son,  born  and  raised  in  Gatliff,  Ky. 
(pop.:  500).  Croley  started  mining  at 
14,  became  a  mine  superintendent, 
saved,  and  in  1961  leased  an  old 
mine  and  dug  in  for  himself.  When 
coal  prices  were  good,  he  sank  his 
profits  into  a  condominium  in  North 
Palm  Beach  and  new  equipment.  In 
bad  years,  he  kept  his  coal  in  the 
ground  and  somehow  survived.  He 
signed  no  contracts,  preferring  to  take 
his  chances  on  the  spot  market.  This 
is  a  good  year  for  Croley.  Last  month 
he  parked  his  chartreuse  Cadillac 
at  the  Knoxville  airport  and  took  his 
family  to  New  York  to  eat  at  Lutece 
and  to  see  A  Chorus  Line.  ■ 


Texas 

Enough  To  Go  Around 


Texas  banking  has  grown  up  in  the 
last  five  years.  As  the  state's  economy 
has  expanded,  so  have  deposits,  push- 
ing Texas  banks  ahead  of  Pennsyl- 
vania into  fourth  place  (behind  New 
York,  California  and  Illinois)  in  bank 
deposits  nationwide.  Amendments  to 
the  Bank  Holding  Company  Act  en- 
acted by  Congress  in  1971,  moreover, 
have  suited  Texas  banks  to  the 
ground.  They  have  allowed  the  state's 
major  banks  to  grow  by  acquiring 
other  banks,  and  still  comply  with 
Texas'  strict  unit-banking  law  that 
prohibits  branching— the  reason  there 
are  1,310  separate  banks  in  the 
state.  Texas  Commerce  Bancshares 
now  has  33  subsidiary  banks;  First 
International  Bancshares,  25;  First 
City  Bancorporation,  29. 

Acquisitions  have  built  Texas  banks 
to  a  size  and  loan-limit  amount  where 


some  no  longer  feel  frustrated  in  com- 
peting with  the  big  money-center 
banks  for  truly  big  deals.  Texas  Com- 
merce Chairman  Ben  Love  likes  to 
hand  out  a  study  done  by  the  Dal- 
las Federal  Reserve  in  1973  that 
helps  document  the  change.  Then,  the 
study  showed,  Texas'  40  largest  cor- 
porations maintained  80%  of  their 
principal  credit  lines  with  banks  out- 
side the  state.  "We  should  be  the 
lead  bank  for  Texas  industry,"  says 
Love.  "For  Texas-based  companies 
the  four  largest  banks  qualify  to  lead 
any  credit."  To  prove  it,  Love's  bank 
led  a  $200-million  credit  last  year  to 
Houston  Lighting  &  Power  Co.  It 
could  not  have  done  so  back  in  1971, 
with  an  $ll-million  limit. 

Texas  banks  today  are  no  longer  out 
in  the  cold  in  international  deals. 
Texas  is  the  fastest-growing  state  in 


international  trade.  Though  still  well 
behind  New  York,  Texas  is  now  only 
a  hairsbreadth  behind  California  in 
volume  of  foreign  commerce.  First  In- 
ternational Bancshares,  with  33%  of 
its  $5.6-billion  deposits  in  its  foreign 
offices,  has  managed  a  credit  of  $160 
million  in  the  North  Sea  oil  play. 

The  eyes  of  Texas  bankers  are  not 
all  focused  exclusively  on  ever  big- 
ger deals  abroad.  Certainly  not  those 
of  Gerald  H.  Smith,  president  and 
chief  executive  of  Allied  Bancshares, 
which  has  13  subsidiaries.  From  his 
headquarters  in  the  Esperson  Build- 
ing—one of  Houston's  early  tall  build- 
ings, built  in  1926,  and  now  50% 
owned  by  Allied— Smith  sees  plenty  to 
do  at  home:  "There  must  be  700 
companies  in  the  Houston  area  that 
are  not  only  expanding,  but  proliferat- 
ing. That's  our  market,  the  kitchen 


FORBES,  JULY  1,  1977 


7! 


manufacturer,  the  barge  owners,  the 
small-  to  medium-sized  businessman 
in  the  oil-service  industry." 

To  such  fledglings  Allied  makes 
loans  ranging  from  $1  million  to 
$7.5  million  and  follows  up  with 
counseling  and  services.  "We  devote 
senior  management  time  to  our  cli- 
ents, not  like  the  big  outfits  where  thr 
top  officers  are  interested  in  the  na- 
tional or  international  accounts,"  says 
Smith.  He  himself  started  his  bank- 
ing life  in  his  father's  bank  in  Grove- 
ton,  Tex.  (pop.:  1,300).  "We  had 
three  tellers  and  one  commode,"  he 
says  with  just  a  trace  of  that  shrewd, 
Texan  "aw  shucks"  manner. 

Allied's  marketing  strategy  has 
certain  advantages:  Its  entrepreneuri- 
al clients  pay  a  little  higher  interest 
for  their  money  and  they  don't  work 
quite  so  hard  at  cash  management, 
being  more  inclined  than  big  compa- 
nies would  be  to  let  their  demand  de- 
posits just  sit  there.  There  are,  of 
course,  disadvantages:  In  a  poor  year 
for  business,  as  happened  in  1975,  Al- 
lied's loan-loss  percentage  is  higher 
than  that  of  big  Texas  banks.  But 
for  a  relatively  new  bank  in  a  very 
active  market,  it  is  hard  to  fault 
Allied's  strategy.  Allied's  return  on 
assets  (now  $1.1  billion)  is  an  out- 
standing 1.2%,  compared  with  0.78% 
for  First  International  and  0.77%  for 
Texas  Commerce.  Its  return  on  equity 
has  averaged  19.4%  in  the  past  four 
years  vs.  16%-plus  returns  of  the  two 
big  banks. 

For  the  future  Gerald  Smith  plans 
to  go  on  acquiring  $10-million-to-$50- 
million-assets  banks  in  the  eastern 
third  of  Texas,  the  better  to  serve  the 
still-growing  middle  market.  But  he 
will  be  up  against  stiff  competition. 

Thus  First  International,  which  has 
over  25%  of  the  deposits  in  Dallas- 
through  its  flagship  bank,  First  Na- 


Gaining  Heft:  Texas  Commerce  Banc- 
shares  Chairman  Ben  Love  has  the  re- 
sources now  to  handle  the  big  loans. 


tional  in  Dallas— is  trying  to  expand 
its  presence  in  Houston,  principally 
through  ownership  of  the  old  Hous- 
ton Citizens  bank  (now  renamed  First 
International  Bank  in  Houston). 
FIB's  approach  to  Houston's  big  com- 
panies will  be  by  offering  its  interna- 
tional services  and  expertise.  FIB  now 
has  4%  of  Houston's  deposits.  Says 
Leonard  Huber,  executive  vice  presi- 
dent for  planning:  "We  have  reason 
to  believe  we  can  acquire  10%  of  that 
market."  How?  By  acquiring  smaller 
banks— the  $  10-million-to-$50-million 
range— and  by  pushing  hard  in  the 
middle  market. 


Texas  Commerce,  the  bank  once 
headed  by  Jesse  Jones,  who  ran  the 
Reconstruction  Finance  Corp.  in  the 
1930s,  is  pushing  for  every  account 
it  can  get.  Texas  Commerce  is  now 
the  lead  bank  in  Beaumont,  through 
its  ownership  of  American  National 
Bank  in  that  East  Texas  industrial 
city.  It  has  just  acquired  the  num- 
ber two  bank  in  Austin,  while  First 
City  of  Houston— that  city's  largest 
bank— is  right  behind,  having  just 
won  Federal  Reserve  approval  to  ac- 
quire the  number  three  Austin  bank. 

What  will  emerge  from  all  this  ac- 
tivity is  a  state  with  at  least  four  very 
large  holding  companies— Republic  of 
Texas  Corp.  is  the  fourth— with  strong 
bases  in  one  city  and  positions  in  sev- 
eral others.  Behind  them  will  come 
25  or  so  smaller  holding  companies 
and  then  some  1,000  individual 
banks  that  will  remain  at  least  until 
electronic  banking  takes  hold  and  as 
long  as  Texas  has  a  unit-banking  law. 
And  nobody  is  eager  to  see  that  law 
repealed.  The  reason:  At  prices  now 
running  one  to  two  times  book  value 
—or  seven  to  ten  times  earnings— bank 
acquisitions  are  cheaper  than  branch- 
ing, especially  if  the  acquiring  bank's 
stock  is  selling  at  a  healthy  premium 
over  book  value.  Also,  says  First  In- 
ternational Chairman  Robert  H.  Stew- 
art III,  with  electronic  banking  there 
will  be  no  need  for  branches,  just  for 
a  single  major  local  bank  and  termi- 
nals out  in  the  supermarkets.  "Those 
with  bricks  and  mortar  will  be  in 
trouble,"  he  says. 

Almost  certainly  there  will  not  be 
a  single  dominant  Texas  bank  com- 
parable to  Bank  of  America  in  Cali- 
fornia. But  as  long  as  Texas  keeps 
growing  the  way  it  is,  there  should  be 
ample  g^^th  and  profit  opportuni- 
ties both  for  those  who  think  big  and 
for  those  who  think  middle.  ■ 


New  Orleans 

Along  Came  Jones 


Until  a  few  years  ago,  banking  in 
New  Orleans  was  about  as  stodgy  as 
could  be  found  anywhere.  Down  on 
Bourbon  Street,  bar  doors  are  flung 
open  to  reveal  nude  dancers  gyrating 
inside,  but  of  New  Orleans'  banks, 
one  local  investment  analyst  says: 
"Their  idea  up  until  recently  of  get- 
ting aggressive  was  to  buy  a  lower- 
rated  municipal  bond." 

The  exemplar  of  conservative  bank- 
ing a  la  Nouvelle  Orleans  is  Louisi- 
ana's biggest  bank,  the  highly  profit- 
able, rather  secretive  Whitney  Nation- 
al, which  still  prides  itself  on  having 


stayed  solvent  throughout  the  Depres- 
sion, and  which  conducts  its  loan  bus- 
iness as  if  another  depression  were  at 
hand.  Its  chairman,  82-year-old  Keehn 
Berry,  is  by  all  accounts  an  aloof, 
cold,  private  man— "a  recluse  with 
good  sense,"  as  one  former  banker 
puts  it.  Ten  years  ago,  one  of  the 
bank's  directors  resigned,  in  part  be- 
cause he  was  unable  to  obtain  infor- 
mation on  the  true  value  of  some  of 
the  Whitney's  real  estate  holdings, 
which  are  carried  on  the  books  at  tok- 
en amounts.  The  Whitney's  annual  re- 
port, typically,  is  a  six-inch-by-nine- 


inch  black-and-white  booklet  with  a 
terse  letter  and  the  bank's  financial 
statement— that's  all. 

Until  the  late  Sixties,  nearly  all  of 
New  Orleans  banking— except  for  a 
couple  of  small  banks  with  little 
market  impact— shared  the  Whitney's 
ultraconservative  style.  But  in  1969 
the  city's  number  two  bank,  the  First 
National  Bank  of  Commerce,  brought 
in  a  39-year-old  Arkansas  native 
named  James  Jones  as  chief  execu- 
tive. First  NBC,  with  $403  million  in 
assets,  had  a  modest  59%  of  its  depos- 
its loaned  out.  Within  one  year  Jones 
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"four  new  division 
will  be  a  top-flight  performer. 

Butits 

cash  management  complex 
needsrebuilding 
from  the  ground  up. 

We'll  find  away. 


We  put  together  an  effective  cash 
management  system  by  taking  it  apart. 
We  analyze  each  component  of  your 
system  separately.  We  review  methods 
and  recommend  modifications.  And 
when  all  the  pieces  go  back  together, 
the  system  works.  And  it  works  for 
a  reason:  our  collective  experience. 

We  don't  use  cash  management 
as  a  training  ground  for  junior  bank 
officers.  Our  people  have  made 


cash  management  a  career.  With 
experience  like  theirs,  there  are  no  new 
problems— just  individual  solutions. 

We  all  know  there  are  lots  of  other 
banks  that  can  write  you  up  a  quick 
lock  box  study.  But  if  you  want  a  really 
definitive  analysis  of  your  cash  manage- 
ment complex,  come  to  Continental. 
Call  Russell  Hovde,  Vice  President,  at 
312/828-3716.  We'll  find  a  way. 


CONTINENTAL  BANK 

231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 
Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation 


Tax-free  income 
with  shorter  maturities. 

The  conservatives  among  us  should  find  Fidelity  Limited 
Term  Municipals  most  appealing.  Our  portfolio  is  made 
up  of  tax-free  bonds*  with  an  average  maturity  limited  to 
1 2  years  or  less.  All  will  be  under  our  continuous  profes- 
sional management  and  are  of  A  or  FREE 
better  quality.  A  free  check  writing   (goo)  225-6190 
feature  adds  impressive  liquidity  to  in  Mass.  can  collect  (6i7)  726  0650 

r FIDELITY  LIMITED  TERM  MUNICIPALS  ~ 1 
Box  832,  Dept  FF70701 

182  Devonshire  St.,  Boston,  Mass  02 103 
For  more  complete  information, 


the  Trust.  Moreover,  there  is  no 
sales  charge  or  redemption  fee. 

The  minimum  initial  investment 
is  $10,000.  Learn 
more  today  for  your 
personal  account, 
your  firm  or  for  your 
client  s  benefit. 


•While  a  substantial  portion  of  the  in- 
come will  be  exempt  from  Federal  in- 
come tax,  investors  may  be  subject  to 
some  state  or  local  tax. 


I including  management  fees, 
other  charges  and  expenses, 
I  please  write  or  call  for  a  prospec-  ■ 
I  tus.  Read  it  carefully  before  you 
I  invest  or  send  money. 


Address 


City 


Zip 


FIDELITY  GROUP 

i   |J3ver  $3  billion  of  assets  under  management. 


FIDELITY 

LIMITED  TERM  MUNICIPALS 


What  your  home  could 
have  in  common  with  the  Met, 
theTate,  and  the  Louvre. 


ALEXANDER  CALDER's  '  Pyramid" 


Beautiful,  original  works  by  artists 
who  are  represented  in  the  world's  great 
museums  and  galleries  can  be  yours  for  very 
reasonable  prices. 

We  offer  original  etchings,  litho- 
graphs and  serigraphs  signed  by  Calder, 
Chagall,  Dali,  Delacroix,  Renoir  and 
other  important  artists. 

( Alexander  Calder's  bold  and 
colorful  lithograph  "Pyramid"  is  just  one 
of  the  many  fine  prints  we've  recently 
made  available. ) 

Our  expert  advice  and  full  money- 
back  guarantee  are  your  assurances  that  the 
art  you  buy  will  have  lasting  value  and  beauty 

Send  for  our  colorful,  descriptive 
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had  jacked  the  loan-to-deposit  ratio 
up  to  67%.  His  purpose:  To  pass  the 
Whitney  (then  $679  million  in  assets) 
and  make  First  NBC  New  Orleans' 
first  billion-dollar  bank,  and  to  make 
New  Orleans  a  great  southern  finan- 
cial center,  as  it  was  in  the  19th  and 
early  20th  centuries.  It  was,  as  events 
proved,  a  recipe  for  disaster. 

"Jimmy"  Jones  cleaned  out  First 
NBC's  old  management,  brought  in 
younger  bankers,  aggressively  went  af- 
ter deposits  and  leveraged  the  bank's 
capital  to  the  hilt.  Following  the  lead 
of  banks  elsewhere  in  the  country,  he 
made  millions  of  dollars  in  real  estate 
loans,  established  a  real  estate  invest- 
ment trust,  and  diversified  into  areas 
like  computer  services,  leasing  and 
venture  capital.  He  infuriated  the  New 


". . .  'Jimmy  Jones  was  fully 
prepared  to  step  out  in 
front  of  the  parade' . . ." 


Orleans  old  guard  by  publicly  chas- 
tising them  for  having  let  New  Or- 
leans slip  behind  cities  like  Atlanta 
and  Houston  in  business  leadership. 

In  everything  he  did,  Jones  seized 
the  limelight— as  when  he  almost  sin- 
glehandedly  brought  off  a  successful 
underwriting  of  the  bond  issue  that 
got  New  Orleans'  Superdome  started 
in  the  early  1970s.  "He  was  fully  pre- 
pared to  step  out  in  front  of  the  pa- 
rade and  pull  the  institution  along  be- 
hind him,"  recalls  one  First  NBC  ex- 
ecutive. "Half  of  the  community 
hated  him,  and  half  loved  him." 

In  pushing  to  restore  New  Orleans' 
past  financial  glory,  Jones  pressed  for 
repeal  of  Louisiana's  archaic  banking 
laws,  which  restrict  banks'  activities 
to  single  parishes  (counties).  With  the 
exception  of  the  Whitney  (which 
would  be  satisfied  with  two-parish 
banking),  other  banks  in  the  city 
joined  in  what  proved  to  be  an  un- 
successful effort  against  the  niral 
banks  to  obtain  statewide  banking. 

The  other  banks— again,  except  for 
the  Whitney— also  joined  Jones  in  be- 
coming more  aggressive.  In  1973  the 
city's  third-largest  bank,  Hibernia  Na- 
tional, brought  in  as  chief  executive 
Martin  Miler,  a  42-year-old  self-pro- 
claimed "apostle  of  the  management 
skills,"  from  First  Union  of  Charlotte, 
N.C.  Miler,  described  as  "business 
school  brutal"  by  an  ex-Hibernia  man, 
was  reportedly  brought  in  by  the  Hi- 
bernia board  to  give  the  sleepy  bank 
a  Jones-like  charge  of  vitality.  The 
most  go-go  of  all  the  city's  banks, 
however,  was  the  small  International 
City  Bank— which,  with  just  $100  mil- 
lion in  assets,  expanded  its  deposit 
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The  most  authoritative 
sourcebook  in  the  field. 


From  the  most  authoritative 
source  in  the  field. 


Every  five  years,  Bankers  Trust  Company  publishes  an 
exhaustive  study  of  Employee  Savings  and  Thrift  plans.  The 
1977  edition  is  now  available  to  corporate  officials. 

You'll  find  these  studies  an  indispensable  aid  for  designing 
your  own  savings  plan,  as  well  as  a  comprehensive  source- 
book for  finding  out  what  some  222  major  U.S.  corporations 
are  doing. 

It  should  come  as  no  surprise  that  the  bank  that  made 
this  study  also  provides  Savings  and  Thrift  Plan  services  that 
are  equally  comprehensive. 

They  range  from  help  in  designing  your  plan  (or  changing 
your  present  design)  to  trusteeship  to  investment  manage- 
ment (stock,  bond,  government  or  index  funds)  to  com- 
puterized recordkeeping  of  balances  (for  over  700,000 
participants  at  present)  to  preparation  of  reports  and  disburs- 
ing benefits,  among  other  services. 

Since  we  act  as  trustee,  recordkeeper  and  investment 
manager,  you  get  all  the  efficiencies  and  economies  of  work- 
ing with  one  centralized  expert  who  can  provide  any  or  all 
of  the  services  you  need. 


Our  first  service  might  be  letting  us  send  you  a  free  copy 
of  our  study.  Send  your  request  (on  corporate  letterhead, 
please)  to: 

Virginia  P.  Sirusas,  Vice  President 
280  Park  Avenue,  New  York,  N.  Y.  10017 

Of  course,  our  expertise  isn't  limited 
to  Savings  and  Thrift  Plans.  Wherever 
you  see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the  capacity 
to  raise,  lend  and  manage  money 
worldwide. 

A  visit  to  the  Pyramid  can  be  a  re- 
warding experience. 

Bankers  Trust 
Company 

Member  Federal  Deposit  Insuranee  Corporation  (^Bankers  Trust  Com  pan} 


ii  i  ;>74  by  taking  on  $40  million 

-idiof  four-year  certificates  oi  depot- 

ii  ;il  ;i  burdensome:  8.5%  inter'".! 

In  1075,  just  as  exports  wi  n  begin- 
ning to  gel  anxious  about  what 
shape  go-go  banks  might  end  Up  in, 
Jones  abruptly  left  the  First  NBC  to 

accept  the  chief  executive  gpol  at  San 
Francisco's  troubled  bank  ol  Califoi 
nia."  He  left  behind  ;»  bank  which, 

at  year-end  1075,  bad  loans  of  $504 
million,  deposits  oi  $720  million  and 
total  assets  ol  $040  million— two  or 
three  limes  the  levels  of  1060,  when 
he  fi rst  look  over. 

Bul  shortly  after  Jones'  departure, 

it  began  to  come  to  light  that  Ik-  had 

also  led  behind  a  shaky  loan  portfolio. 
In  1075  Jones'  successor,  Rodger 
Mitchell,  tripled  the  hank's  loan-loss 
provision  to  $0.15  million,  plunging 
operating  income  ol  First  Commerce 
Coip.  (the  bank's  parent)  $2.2  mil- 
lion into  the  red.  The  new  managc- 
menl  was  forced  to  curtail  the  Jones 
growlh-for-growth's-sako  philosophy; 
al  year-end  1070  First  Commerce 
Corp.  had  cut  ils  loans  to  $451  mil- 
lion, with  deposits  Of  $814  million  and 
total  assets  of  $820  million. 

The  smaller  International  City  bank 

was  unluckier  still:  On  De<  3,  1076  it 

closed  its  doors,  following  a  series  of 
changes  in  control  of  the  bank.  Prom 

Inenl  In  the  maneuver,  foi  i  ontrol  was 
.i  colorful  Cajun  named  Louis  Rous 
sel  Jr.  (Several  years  ago  Houssel  tore 


*8ix  months  after  joining  BanCal,  Jotu  s 
resigned  his  neu  job,  reportedly 
because  <>l  disputes  « ith  <<iln  i  members 
<>l  inp  management, 


Mitchell  Of  f  irst  NBC:  A  chastening 
bout  with  loan  losses  and  red  ink, 
bul  no  return  to  ultr.u  onservalism. 


Jimmy  Jones:  After  his  escapade 
into  go-go  banking,  New  Orleans 
will    never    again    be    the  same. 


down  New  Orleans'  St.  Charles  Mo- 
tel and  reportedly  vowed  to  replace  it 
with  a  structure  tall  enough  "so  I  can 
spit  on  the  Whitney's  roof."  Says  one 
banker,  who  believes  the  story  but 
doubts  one  delail:  "Louis  never  said 
'spit*  in  his  life.")  Houssel  managed 
to  pull  OUl  Ol  the  1CB  morass  in  May 
1075;  the  bank  changed  hands  again 
six  months  before  ii  collapsed,  leaving 

a  prominent  attorney  holding  the  bag. 
The  lawsuits  are  (lying. 

Alter  the  ICH  collapse  and  the 
downfall  of  the  I^Ones  regime,  where 
is  New  Oilcans  banking  now?  The 
prosperous  Whitney  has  remained  vir- 
tually unchanged  throughout  all  the 
excitement,  except  ihat  it  has  gotten 
even  bigger  and  more  profitable. 

II  Continues  to  make  its  money  by 
carefully  choosing  customers  it  feels 
comfortable  with,  almost  invariably 
local  firms.  Hut  once  you're  in  at  the 
Whitney,  you're  really  in;  the  bank 
treats  Its  Customers  better  than  they 
could  expect  to  be  treated  at  other 
banks.  For  instance,  the  Whitney's 
prime  lending  rate  is  usually  a  fourth 

ol  a  percentage  point  or  more  lower 

than  the  prevailing  rale.  In  return, 
the  bank  expects— and  gets -loyalty 
from  Is  customers  in  the  form  of  sub- 
stantial deposits,  Some  of  New  Or- 


leans' most  successful  corporations, 
such  as  Louisiana  Land  &  Exploration 
and  Ocean  Drilling  &  Exploration, 
grew  up  with  the  Whitney;  and  as 
they  grew,  the  Whitney  grew. 

But  the  rest  of  the  major  banks  in 
New  Orleans  show  no  inclination  to 
return  to  their  former,  Whitney- 
CSque  ways— although,  of  course,  flam 
boyant  Jones-style  aggressiveness  is 
Out,  too.  The  Hibernia  has  become  a 
favorite  of  analysts,  who  admire  Miler 
lor  his  "conservative  aggressiveness." 
Says  he:  "We're  committed  to  become 
the  dominant  financial  institution  in 
this  part  of  the  country."  The  Hank 
of  New  Orleans,  whose  president, 
Lawrence  Merrigan,  was  aggressive 

even  before  Jones'  arrival  in  New  Or- 
leans, has  rapidly  become  a  major 
factor  in  New  Orleans  banking,  hav- 
ing taken  over  $165  million  in  ICB 
deposits;  with  $545  million  in  de- 
posits, HNO  ranks  close  to  the  First 
NBC  ($627  million)  and  Hibernia 
($616  million). 

As  for  the  First  NBC,  Mitchell 
vows  that  the  bank  has  put  most  of 
its  problem  loans  behind  it  and  is 
ready  to  "step  out  into  the  sunshine." 
Says  he:  "We  are  looking  at  less  of  an 
all-out  growth-at-all-costs  program; 
we're  going  to  look  more  to  reestab- 
lishing our  ability  to  cam."  But  he- 
adds  emphatically  that  First  NBC 
will  continue  to  be  an  aggressive  lend- 
er, and  says  of  the  Jones  era:  "Make 
no  mistake.  The  mark  that  was  made 
in  the  introduction  of  a  more  aggres- 
sive type  of  banking  and  financing  con- 
tinues to  linger  on  here."  ■ 


Miler  Of  Hibernia:  Some  call  him 
"conservatively  aggressive,"  others 
call   him  "business  school   brutal  " 
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A  young  elephant 's  survival 
is  threatened  daily. 

Your  business  is  just  as  tenuous. 

Because  of  a  continually  decreasing  domain, 
the  chances  of  an  Asian  Elephant  born  today  making 
it  to  maturity  are  diminishing  daily. 

With  property  loss  surging  of  late,  your  business 
is  faced  with  a  similar  outlook.  Hut  by  practicing 
the  basic  principles  of  loss  control  you  can 
greatly  improve  your  chances  of  survival. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 


Allendale  Park,  .Johnston,  Rhode  Island  029 19 


Chemical  Bank  t<  tf    0  M  B.  M  Wl  ft  1 5 1<  0  <D it 


Izu  Fujimi  Land  Golf  Course.  Izu,  Japan 

"The  difference  between  Chemical  Bank  and  the  other 
international  giants  isn't  money*  Its  ideas!' 


More  than  money.  In  any  language. 
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How  Conrail  is  building 
a  better  railroad  for  energy-hungry 
industries  in  the  Northeast 


Over  half  of  America's  man- 
ufacturing plants  and  factory 
workers  are  located  in  the  bus- 
tling Northeast.  Forty  percent 
of  these  industries  depend  on 
energy  that  is  produced  by 
coal.  And  much  of  the  coal  is 
delivered  by  Conrail? 

Conrail  has  a  formidable  mission. 
On  April  1,  1976,  we  began  the 
task  of  consolidating  six  bank- 
rupt, deteriorating  railroads  in  the 
Northeast.  Our  goal:  to  physically  re- 
habilitate the  railroads,  to  improve 
service— in  effect,  to  build  an  entirely 
new  railroad.  And  to  operate  at  a  profit 
—projected  by  1980. 

A  new  approach 
brings  results 

In  order  to  turn  a  profit,  we're  challeng- 
ing the  status  quo  at  every  turn.  We're 
tackling  hundreds  of  problems  along 
the  way.  We're  asking,  "Is  there  a  better 
way  to  do  it?" 
There  is. 

1.  We've  consolidated  some  of  our 
accounting  functions.  Savings:  about 
$9.5  million  the  first  nine  months  alone. 


Rotary  dumper  dumps  100-ton  coal  car 
in  just  2  minutes.  This  year,  Conrail  expects 
to  deliver  almost  1  million  carloads  of  coal. 


Conrail  network  covers  16  states  in  the  Northeast,  the  District  of  Columbia,  two  provinces  it\ 
Canada.  Area  includes  55%  of  America's  manufacturing  plants,  60%  of  her  factory  workers 


2.  We've  consolidated  our  com- 
puter and  communication  services. 
Savings:  $5.3  million  a  year. 

3.  We've  got  better  ways  to  pur- 
chase and  handle  materials.  Antici- 
pated savings:  $20-$30  million  a  year. 

4.  We  want  to  increase  the  amount 
of  time  our  freight  cars  are  in  use. 

By  making  each  car  work  harder, 
we  can  avoid  buying  thousands  of  new 
freight  cars  over  the  next  10  years.  Sav- 
ings: tens  of  millions  of  dollars. 

5.  We've  got  stricter  quality  con- 
trol. On  work  performed  and  on  pur- 
chased goods.  In  1976,  we  rejected 


about  $4  million  worth  of  material  that 
didn't  measure  up  to  our  standards. 

Vital  to  the  Industrial 
Heartland  of  America 

We're  a  key  lifeline  to  the  economy  of 
16  states  and  the  District  of  Columbia. 

We  deliver  raw  materials  and  fin- 
ished goods  to  the  bustling  Northeast 
which  has  nearly  55  percent  of  Ameri- 
ca's manufacturing  plants  and  almost 
60  percent  of  her  factory  workers. 

The  alternative 

If  Conrail  should  falter  or  fail,  nation- 
alization could  become  a  reality.  And 
that  would  cost  Americans  millions 
of  dollars  annually  in  extra  taxes.  No 
one  wants  that. 

We've  got  to  succeed. 

We're  going  to  succeed. 

We've  got  a  better  way  to  run  a 
railroad. 


CONRAIL 

"A  better  way  to  run  a  railroad" 

Consolidated  Rail  Corporation,  Philadelphia,  Pa. 


George  Mitchell 
And  His 

Edifice  Complex 

George  Mitchell  is  a  helluva 
oilman.  Real  estate  is 
something  else  again. 


By  LAWRENCE  MINARD 

Ask  multimultimillionaire  George 
Mitchell  once,  and  you'll  find  him  vio- 
lently opposed  to  the  Carter  energy 
program:  "Ludicrous!"  he  explodes. 
"Asinine!" 

But  Mitchell  isn't  against  every- 
thing that  comes  out  of  Washington: 
"We  are  in  partnership  with  the  De- 
partment of  Housing  &  Urban  Devel- 
opment, and  let  me  say  they  are  very 
fine  partners." 

Inconsistent?  That  doesn't  bother 
Mitchell,  58,  founder,  chief  executive 
and  controlling  stockholder  of  Hous- 
ton's Mitchell  Energy  &  Development 
Corp.  George  Mitchell  is  an  oilman's 
oilman;  in  Houston  he  is  recognized 
as  one  of  the  best  there  is  at  finding 
the  stuff.  Oil  has  been  good  to  George 
Mitchell  even  if  the  government 
hasn't.  Real  estate  is  another  matter; 
there  the  government  has  been  coop- 
erative but  the  business  hasn't. 

At  last  count,  Mitchell  Energy 
owned  some  66,000  mosdy  undevel- 
oped acres  scattered  within  a  50-mile 
radius  of  Houston.  Real  estate  assets 
are  now  carried  on  the  books  at  a  cost 
of  over  $200  million,  as  against  ener- 
gy assets  of  just  $166  million.  The 
results  are  hardly  reassuring:  Since 
Mitchell  took  his  company  public  in 
1972,  pretax  real  estate  losses  have 
come  to  nearly  $20  million.  Worse, 
there  are  signs  that  Mitchell's  real 
estate  fixation  has  caused  him  to  ne- 
glect his  oil  and  gas  business. 

Consider:  For  the  two  years  1973- 
74  Mitchell  drilled  311  wells,  and 
successfully  completed  159.  But  for 
1975-76  the  firm  drilled  only  182 
wells,  of  which  122  were  completed. 
Since  1973  crude  reserves  have  fallen 
by  about  2%,  to  15.5  million  barrels; 
natural  gas  reserves  are  off  by  nearly 
1%,  to  423.1  billion  cubic  feet.  This  is 
hardly  what  you'd  expect  from  a  hot 


oil  and  gas  stock! 

Mitchell  began  speculating  in  real 
estate  in  1965.  The  company  was  pri- 
marily a  natural  gas  producer  then, 
and  there  was  a  Texas  gas  and  oil 
surplus.  State  authorities  told  produc- 
ers they  could  operate  just  ten  days 
each  month,  so  Mitchell  looked  for 
other  ways  to  reinvest  his  profits. 

The  company  was  private  then,  so 
to  hell  with  what  the  analysts  thought! 
Mitchell  was  convinced  that  Houston 
would  soon  become  a  second  Los  An- 
geles. Why  not  be  sitting  with  land 
to  sell  when  the  rush  began?  In  the 
meantime,  he  could  use  the  real  es- 
tate arm  as  an  in-house  tax  shelter 
for  his  oil  and  gas  earnings. 

Mitchell  had  been  staying  up  nights 
studying  the  Irvine  Co.'s  Inane,  Calif. 
80,000-acre  planned  community  that 
recently  was  sold  in  a  fierce  bidding 
war  to  a  partnership  for  $337.4  mil- 
lion (see  p.  33).  Mitchell  had  his  eye 
on  20,000  acres  25  miles  due  north  of 
Houston.  With  these  he  could  build 
his  own  Irvine,  in  Houston. 

There  was  just  one  problem:  How 
could  a  $30-million-revenues  company 
finance  so  enormous  an  enterprise? 

Enter  the  U.S.  Department  of 
Housing  &  Urban  Development.  HUD 
was  enthusiastically  backing  its  Title 
VII  "New  Community"  concept, 
which  in  effect  says:  Solve  urban 
problems  by  building  residential 
towns  from  scratch.  Would  HUD  like 
to  help  a  local  oil  and  gas  man  build 
a  new  town?  HUD  would.  In  1972 
HUD  guaranteed  $50  million  in 
Mitchell  Energy  notes.  With  the  pro- 
ceeds Mitchell  acquired  the  land, 
named  his  new  town  The  Woodlands 
and  brought  in  the  bulldozers.  With 
the  HUD  guarantee,  Mitchell  pays 
just  7.1%  interest,  with  principal  re- 
payments delayed  until  1983. 

But  not  even  $50  million  stretches 
very  far  when  you're  building  a  city. 


In  Deep:  George  Mitchell's  massive 
real  estate  program  could  turn  sour. 
But  he  promises  it  won't. 


Since  1972  Mitchell's  energy  division 
has  poured  in  another  $60  million  or 
so  for  roads,  buildings,  the  golf  course 
where  the  Houston  Open  is  played, 
bicycle  paths  and  so  on. 

HUD  has  helped  out,  too.  HUD's 
direct  cash  contribution  this  year 
will  be  $3.6  million.  To  date  U.S. 
taxpayers  have  directly  put  nearly 
$5  million  into  the  project,  with  mil- 
lions more  likely  to  come. 

The  money  shows.  Hardly  a  corner 
has  been  cut.  One  example:  The  out- 
door swimming  pool  at  The  Wood- 
lands' three-pool  Swim  and  Athletic 
Center  complex  was  built  two  lanes 
wider  than  regulations  called  for. 
Thus  Woodlands'  coaches  can  train 
indoor  swimmers  outdoors. 

Real  estate,  however,  is  not  oil.  Lot 
sales  have  been  slow  at  Woodlands- 
just  2,000  lots  sold  thus  far,  though 
the  pace  is  picking  up  somewhat.  Last 
year  there  were  losses  of  $4  million 
before  taxes  and  intercompany  charg- 
es, making  it  difficult  to  develop 
enough  new  lots  to  give  salesmen  an 
adequate  array  to  show.  One  analyst 
familiar  with  the  project  estimates 
that  if  Mitchell  can  continue  his  cur- 
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rent  1,000-lots-a-year  sales  pace,  he 
can  just  about  break  even. 

Lack  of  swimmers  is  not  The  Wood- 
lauds'  problem.  The  trouble  is  the 
area's  distance  from  Houston,  where 
the  jobs  are.  Twenty-five  miles  doesn't 
sound  like  much.  But  driving  time  is 
an  hour  or  more  each  way  during  rush 
hour,  and  even  Houston  homebuycrs 
worry  about  the  price  of  gasoline. 

Mitchell  is  trying  to  convince  em- 
ployers to  locate  in  his  new  town.  But 
results  have  been  disappointing.  There 
are  now  about  1,000  full-time  Wood- 
lands jobs,  but  many  of  those  are  on 
Mitchell  affiliate  payrolls.  In  fact, 
over  75%  of  the  $5  million  in  nonresi- 
dential acres  sold  have  gone  to  vari- 
ous affiliates  of  Mitchell  Energy;  this 
practice  put  the  project  into  technical 
default  with  HUD  in  1975. 

In  May,  Mitchell  announced  he  will 


move  most  of  his  firm's  1,550  jobs  to 
a  new  Woodlands  headquarters— a 
forced  march  that  will  make  Mitchell 
one  of  his  own  best  customers. 

To  see  how  badly  The  Woodlands 
needs  jobs,  look  closely  at  the  land- 
sale  deal  to  Florida's  Jack  Eckerd 
Corp.  Eckerd  bought  26  acres  for  a 
400-job  warehouse  distribution  center 
at  an  official  price  of  $22,000  per 
acre.  But  the  fine  print  says  Mitchell 
will  reimburse  Eckerd  $5,334  per  acre 
for  each  of  60  acres  adjoining  the 
Eckerd  parcel  as  the  60  are  devel- 
oped. Why?  Obviously  because  the 
jobs  the  warehouse  brings  to  Wood- 
lands will  make  the  rest  of  the  acre- 
age more  valuable.  But  the  bottom 
line  could  be  that  Eckerd  would  end 
up  paying,  net,  only  about  $10,000  an 
acre,  less  than  half  the  official  price. 

Confronted  with  all  this,  Mitchell 


"I  Bet  I  Can  Do  It" 

Tarpon  Springs,  1911:  Fresh  off  the  boat  from  his  rugged  mountain 
\  illage  in  the  Greek  Peloponnesus,  young  Savva  Paraskivopoulis  landed 
a  job  on  the  railroad.  At  week's  end,  the  timekeeper  demanded  his 
name.  The  young  man  answered,  only  to  hear  the  big  Irishman  boom: 
"Hell!  You're  Mike  Mitchell  from  now  on!" 

In  a  quintessentially  American  way,  that  timekeeper  gets  credit 
for  naming  what  is  now  one  of  the  country's  largest  independent  oil 
and  gas  producers,  Houston's  Mitchell  Energy  &  Development  Corp. 
(see  story).  It  was  built  by  Mike  Mitchell's  youngest  son,  George 
Mitchell. 

In  a  half  century  son  George  has  climbed  from  the  humblest  begin- 
nings to  create  a  personal  fortune  now  worth  perhaps  as  much  as 
$250  million.  Born  in  Galveston,  Tex.  in  1919,  George  spent  much  of 
his  youth  running  errands  for  his  parents'  small  clothes-pressing  and 
shoeshine  business.  By  the  age  of  17  he  was  off  to  Texas  A&M's  leg- 
endary School  of  Petroleum  Engineering,  reportedly  with  $50 
in  his  pocket. 

Mitchell  quickly  set  to  work— he  bused  tables,  picked  up  wealthier 
students'  laundry,  ran  a  candy  concession  from  a  card  table.  In  his 
senior  year,  Mitchell  was  pulling  down  $160  a  month  running  a  cam- 
pus stationery-embossing  business  he  founded. 

From  school  it  was  on  to  the  oil  fields:  "I  knew  I  wanted  to  be 
a  consulting  geologist.  People  told  me,  'Hell,  you  don't  have  any  ex- 
perience!' But  I  was  naive  enough  to  say,  'I  bet  I  can  do  it.'  " 

Do  it  he  did.  First  as  a  loner,  then  with  his  flamboyant  elder  broth- 
er Johnny  Mitchell  (still  remembered  for  walking  about  Houston  in 
jungle  shorts  and  a  pith  helmet  and  for  a  sexy  war  novel,  The  Se- 
cret War  of  Captain  Johnny  Mitchell).  Mitchell  would  find  gas  for 
investors;  they  paid  him  enough  to  eat,  plus  a  piece  of  whatever 
he  found.  The  Mitchell  pieces  mounted  up.  It  was  by  putting  the 
right  pieces  together  that  George  Mitchell  built  Mitchell  Energy  & 
Development  into  a  $50-million-revenues  company  by  1972,  when  he 
took  it  public. 

Today  George  Mitchell  owns  62%  of  Mitchell  Energy  &  Develop- 
ment's 9.1  million  shares  (another  8.3%  is  owned  by  brother  Johnny). 
When  the  stock  hit  new  highs  in  January,  George  Mitchell's  shares 
were  worth  over  $200  million.  His  personal  oil  and  gas  and  real 
estate  holdings  are  worth  perhaps  $50  million  more. 

Savva  Paraskivopoulis— Mike  Mitchell— taught  his  four  children  the 
virtues  of  thrift,  of  education,  of  making  it  on  one's  own.  George 
Mitchell  does  the  same  for  his  ten  children:  "We  pay  for  their  educa- 
tion, and  we  give  them  a  car  and  maybe  1,000  shares  of  stock  when 
they  graduate  from  college,  and  that's  it.  They  all  know  that  my 
wife  and  I  fully  expect  them  to  make  their  own  ways." 
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Arsonists 
are  burning  everyone. 


Arson  today  accounts 
for  more  than  40%  of  all 
property  losses  from  fire. 
This  destruction  amounts 
to  over  four  billion  dollars 
a  year.  And  arson  cases  are 
rising  by  about  12%  annually. 

These  fires  are  set  for 
many  reasons,  but  primarily 
to  collect  on  the  insurance. 

The  insurance  compa- 
nies, with  the  cooperation 
of  the  police  and  fire 
departments,  are  doing 
everything  they  can  to  take 
the  profit  out  of  arson. 
And  a  National  Fire 
Prevention  and  Control 
Administration  now  has 
been  set  up  by  the  federal 
government. 

Despite  these  efforts,  more 
insurance  dollars  are  being  paid 
out  for  crooked  fire  losses. 
So  premiums  have  to  go  up  to 
cover  them. 

Insurance,  after  all,  is  simply 
a  means  of  spreading  risk. 
Insurance  companies  collect 
premiums  from  many  people  and 
compensate  the  few  who 
have  losses. 


The  price  of  insurance  must 
reflect  the  costs  of  paying  for 
those  losses  and  the  expenses 
of  handling  them. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco  94120 


PCIA  gives 
exporters  a  lot 
of  credit. 

It'  you'iv  exporting  the  products  you  make  or  the  services  you 
provide,  you  should  know  how  FCIA  can  help  you. 

First.  FCIA  insurance  lets  you  extend  credit  terms  to  your 
overseas  customers. 

Second,  in  the  U.S.,  an  FCIA  policy  can  be  used  as  collateral  for 
more  flexible  financing. 

Third,  in  more  than  140  countries  around  the  world,  an  FCIA 
policy  is  protection  against  the  loss  of  dollar  obligations  due  to 
commercial  and  political  risk.  That  should  make  you  feel 
more  secure. 

You  do  America  a  good  turn  by  exporting  your  Roods 
and  services. 

And  your  profits  can  be  even  better  abroad  ^fc^l^H 

than  they  are  here.  B—  1  ?  mm 

All  in  all,  it's  ,i  pretty  picture,  right?  ■  mM*^ 

Foreign  Credit  Insurance  Association 
Headquarters  Office;  One  World  Trade  Center,  New  York,  N.Y.  1IHI4K 
Regional  Offices:  Atlanta  (104)  522-2780,  Chicago  (312)  641-1915,  Cleveland  (216)  523-1520,  Houston 
(713)  6524974,  Los  Angeles  (213)  621-8112,  Milwaukee  (414)  224-0240,  Washington,  D.C.  (202)  638-5028. 


m>t  &rt  of  Panfemg. 

3  Bfofoenb  of  Corporate  $ rtsttge 

Corporate  art  collections  are  a  specialty  of  Berry-Hill  Galleries. 
We  maintain  a  distinguished  inventory  of  original 
American  and  European  paintings  and  sculpture 
pertinent  to  business,  commerce  and  industry. 

For  further  information  about  the  art  of  your  business 
contact  Frederick  D.  Hill  at 

Berry-Hill  Galleries,  Inc. 

743  Fifth  Avenue,  New  York,  N.Y.  10022  •  (212)  753-8130 

MMM 

m 


,  Tf'rs  *>.<rr »»'«*->  That 

[SA  I  fl*  PV'V 


1543371  f 


10th  century  American  trompe  toeil  painting  w'itn  simulated  $5bi1I  (cletaiif 


shrugs  and  says  that  big  real  estate 
developments  take  time  to  pay  off.  He 
insists  that  Woodlands  will  break  even 
on  a  cash-flow  basis  from  1980  to 
1981,  on  an  accounting  basis  in  1979. 

Longer  term,  says  Mitchell,  is 
where  the  profits  are.  He  is  betting 
that  Houston  will  grow  so  fast  that 
The  Woodlands'  population  will  ex- 
plode from  2,700  today  to  30,000  in 
1985  and  150,000  by  1995-in  other 
words,  an  18%  annual  compound  pop- 
ulation growth  rate  after  1985!  If  this 
happens,  Mitchell  says  The  Woodlands 
will  return  a  truly  handsome  profit. 

"I'd  say  a  $250-million  profit  on 
The  Woodlands  is  possible,"  Mitchell 
said.  "The  Irvine  Co.  is  a  good  ex- 
ample of  what  could  happen  to  us. 
Our  concept  and  location  are  good. 
Our  land  mass  is  at  very  reasonable 
prices.  We  are  in  the  center  of  Hous- 
ton's growth  path.  And  Houston  is 


".  .  .  What  is  there  about 
real  estate  that  makes  it 
so  seductive?  . . ." 
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number  one." 

That  may  well  be  true,  but  even  a, 
Texas  oilman  does  not  have  enough 
money  to  wait  forever.  While  Mitch- 
ell was  getting  himself  tied  up  in  real! 
estate,  tremendous  new  opportunities 
were  opening  in  the  oil  and  gas  busi- 
ness. To  help  raise  cash  for  new  ex-J 
ploration,  and  expand  his  profitable 
gas  liquids  refining  operation,  Mitch- 
ell has  announced  he  will  soon  begirj 
selling  most  of  the  46,000  acres  of 
real  estate  that  the  company  owns 
outside  of  Woodlands.  In  January  he 
mortgaged  most  of  the  company's  pro  J 
ducing  wells  to  three  big  insurance 
companies  to  get  $100  million  more,) 
mainly  for  the  oil  and  gas  business. 

George  Mitchell  is  in  luck  in  that 
about  half  his  company's  contracts  to 
deliver  natural  gas  expire  in  Decern-] 
ber.  The  current  contract  price  is 
about  33  cents  per  thousand  cubic- 
feet;  if  the  Carter  energy  plan  goes 
through,  the  renewal  price  could  be 
as  high  as  $1.44.  If  deregulation  goes 
through  .  .  .  the  sky's  the  limit. 

If  he  had  it  all  to  do  over  again, 
wouldn't  Mitchell  just  as  soon  have) 
skipped  real  estate?  Forbes  asked. 

"I  agree,"  he  replied,  "that  I  prob- 
ably could  make  more  money  imme- 
diately by  investing  in  oil  and  gas. 
But  over  the  years  I  believe  people 
will  become  very  impressed  with  our 
real  estate,  and  that  we  will  be  veryj 
glad  that  we  have  it."  What  is  there 
about  real  estate  that  makes  it  so  se-j 
ductive  to  people  in  other  businesses!] 
Smart  people  like  George  Mitchell?  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prosper  ha 

ISSUE  June  16,  1977 

4,000,000  Shares 

aXY  Occidental  Petroleum  Corporation 

$2,125  Cumulative  Preferred  Stock,  $1  Par  Value 


Price  $25  per  Share 

(Plus  accrued  dividends  from  the  date  of  issuance.) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  oidy  from 
such  of  the  underwriters,  including  the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co.  Blyth  Eastman  Dillon  &  Go. 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Inc.        The  First  Boston  Corporation        Donaldson,  Lufkin  &  Jenrette 

SecurltleM  Corporation 

Drexel  Burn  ham  Lambert       Goldman,  Sachs  &  Co.        Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.     Kuhn  Loeb  &  Co.     Lazard  Freres  &  Co.     Lehman  Brothers 

Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated  Incorporated 

Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc.  Bear,  Stearns  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin       Thomson  McKinnon  Securities  Inc.       Weeden  &  Co. 

Incorporated 

ABD  Securities  Corporation      Basle  Securities  Corporation      Bateman  Eichler,  Hill  Richards 

Incorporated 

Alex.  Brown  &  Sons  Cazenove  Incorporated  Daiwa  Securities  America  Inc. 

F.  Eberstadt  &  Co.,  Inc.  A.  G.  Edwards  &  Sons,  Inc.  EuroPartners  Securities  Corporation 
Faulkner,  Dawkins  &  Sullivan,  Inc.  Robert  Fleming  Kleinwort,  Benson 

Incorporated  Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.  New  Court  Securities  Corporation 

Oppenheimer  &  Co.,  Inc.        R.  W.  Pressprich  &  Co.        Scandinavian  Securities  Corporation 

Incorporated 

SoGen-Swiss  International  Corporation       Sutro  &  Co.       Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Incorporated 

UBS-DB  Corporation  Wood,  Struthers  &  Winthrop  Inc. 
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?livers  the  goods  for 
ost  vital  industries. 


it  a  glance  you  can  see  how  Southern  Pacific's  nearly 
0  miles  of  mainline  track  serve  the  important  industries 
■  Golden  Empire  we  helped  develop. 

naterials  and  finished  products,  essential  fuels  and 
seals,  construction  materials  and  food  and  beverages 
quickly  and  dependably  to  national  and  world  markets 
>ur  mainline,  on  fast  schedules  monitored  by  our 
uterized  control  system. 

ay's  energy-concerned  and  environment-conscious  world, 
?  able  to  offer  highly  efficient  transportation  on  a 
of-way  devoted  to  moving  goods  with  a  minimum  of 
y  expenditure  and  of  air  pollution.  And  we  are  constantly 
ing  new  technology  to  improve  our  rail  services, 

:fer  the  same  SP  efficiency  with  our  highway  truck  lines, 
me  systems,  a  coast-to-coast  business  communications 
irk,  land  and  natural  resource  activities,  including 
>pment  of  industrial  plant  sites  for  necessary  continuing 
h. 

'er  125  years,  our  railroad  and  its  people  have  provided 
versatile,  progressive  transportation  sevices.  And  we're 
g  better  at  it,  every  year. 
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re  making  tracks  for  the  future. 
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A  Neighbor  Strikes  It  Rich 


If  Mexico's  oil  reserves  are  as  vast  as  they  now  promise  to  be, 
the  U.S.'  energy  problems  could  be  more  manageable. 


"Tms  area  here,"  Jorge  Diaz  Ser- 
rano was  saying,  his  outspread  fingers 
describing  an  arc  on  a  map  of  Mex- 
ico's Culf  of  Campeche,  "is  the  equiv- 
alent of  the  North  Sea,  and  this"— 
the  fingers  sweeping  inland  across  the 
Isthmus  of  Tehuantepec— "this  is  larg- 
er than  Alaska,  according  to  what  we 
know  now." 

A  taut,  leathery-looking  man,  Diaz 
Serrano  is  the  director  general  of  Pe- 
troleos  Mexicanos— Pemex— Mexico's 
state  oil  company,  and  these  analogies 
with  the  North  Sea  and  the  North 
Slope  suggest  that  Mexico  may  yet 
win  its  race  with  the  stork,  a  race 
that  pits  a  3.5%  annual  population 
growth  against  an  economy  that  is 
not  yet  developing  rapidly  enough  to 
match  the  aspirations  of  a  population 
that  should  pass  100  million  by  1990. 

Mexico's  proven  reserves  are  official- 
ly 14  billion  barrels,  roughly  40%  of 
those  of  the  U.S.  However,  the  new 
finds  in  the  Isthmus  and  offshore  in 
the  Gulf  could  easily,  on  the  North  Sea 
and  Alaskan  analogy,  add  another 
18  billion  barrels  to  Mexico's  total 
reserves.  Since  Pemex  has  just  begun 
to  explore  what's  there,  the  60-bil- 
lion-barrel-reserve  figure  people  were 
talking  about  earlier  this  year  no  long- 
er seems  so  preposterous. 

If  all  that  oil  is  really  there,  Mex- 
ico may  yet  be  able  to  earn  the  for- 
eign exchange  it  needs  to  nourish  its 
developing  industries,  to  provide  the 
jobs  it  needs  for  the  750,000  or  more 
young  Mexicans  who  enter  the  labor 
force  every  year,  and  to  handle  the 
$27.6  billion  in  foreign  debt  that 
weighs  so  heavily  on  its  balance  of 
payments. 

Under  President  Luis  Echeverria 
Alvarez,  who  was  succeeded  last  De- 
cember by  Jose  Lopez  Portillo,  Mexi- 
co was  reluctant  to  become  a  sup- 
plier of  crude  oil  to  the  industrial 
world.  Echeverria  insisted  that  Mexi- 
co's oil  should  go  to  its  refining  and 
petrochemical  industries.  But,  under 
pressure  from  the  International  Mone- 
tary Fund  and  on  the  strength  of  the 
new  discoveries,  Mexico  now  shows 
signs  of  being  willing  to  use  its  crude 
simply  to  earn  foreign  exchange. 


In  December  Pemex  announced  a 
six-year  plan  to  increase  Mexico's 
oil  production  from  894,000  barrels 
a  day  to  2.3  million  by  1982,  an  ex- 
pansion that  would  enable  Mexico  to 
increase  its  exports  (both  crude  and 
refined  products)  from  200,000  bar- 
rels a  day  to  1.2  million  barrels  a  day. 
The  expansion  will  cost  a  financially 
strapped  Mexico  $15  billion,  but  it 
will  put  it  on  a  par  with  Venezuela, 
currently  the  world's  fifth-largest  oil 
producer.  That  extra  oil  will  mean 
some  $5  billion  a  year  in  foreign  ex- 
change—enough to  wipe  out  Mexico's 
current  balance-of -payments  deficit. 

Mexico's  petroleum  situation  is  so 
promising  that  a  recent  Central  Intel- 
ligence Agency  study  predicted  Mex- 
ico would  hit  2.2  million  barrels  a 
day  by  1980,  two  years  ahead  of 
schedule,  and  could  conceivably  be 
pumping  out  5  million  to  6  million 
barrels  a  day  by  1985.  As  it  is,  since 
its  original  plan  was  issued  in  Decem- 
ber Pemex  has  concluded  that  it  has 
more  natural  gas  available  than  it 
thought— some  wells  are  yielding  6,000 
cubic  feet  of  gas  per  barrel  of  oil,  in- 
stead of  the  1,000  expected— and 
rather  than  flare  the  gas,  Pemex  is 
planning  to  build  a  $l-billion,  800- 
mile,  48-inch  pipeline  to  the  U.S.  bor- 
der capable  of  pumping  1  billion  to 
2  billion  cubic  feet  of  gas  a  day  into 
the  famished  U.S.  market. 

"We  want  to  see  our  gas  distributed 
all  over  the  U.S.,"  says  Diaz  Serrano. 
"It's  not  a  solution  to  your  problem, 
but  we  could  reach  an  important  par- 
ticipation in  the  market."  Is  Mexico 
seeking  some  sort  of  special  relation- 
ship with  the  U.S.  as  the  Saudis  and 
Venezuelans  did?  "We  already  have  a 
special  relationship,"  says  Diaz  Ser- 
rano. "We  are  neighbors."  There  is 
threat  as  well  as  promise  in  his  words. 
All  that  oil  will  make  Mexico  more 
than  the  poor  neighbor  it  has  been  for 
most  of  recent  history.  It  will  make 
the  two  nations  more  nearly  equal, 
thus  assuaging  Mexican  pride  and 
forcing  the  North  Americans  to  take 
Mexico  more  seriously. 

In  developing  its  vast  resources, 
Mexico  insists  it  has  every  intention 


Peso  Promoter:  "If  there's  any  pos- 
sibility of  increasing  the  oil  price," 
says  Pemex'  Diaz  Serrano,  "of  course, 
we'll  take  every  advantage  we  can." 
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Our  leadership 
in  cleaning  air  is  now  equaled 

by  over  $200,000,000 
for  cleaning  water. 


th  over  $200,000,000  in  backlog  for  cooling,  recycling 
d  treating  water  it  looks  like  Research-Cottrell,  the  top 
ime  in  air  pollution  control,  can  also  be  called  the  leader 
controlling  water  pollution. 

For  most  companies,  achieving  world  leadership  in 
•  pollution  control  would  be  enough.  But  not  for  us.  If 
ere's  any  area  where  science  can  be  used  to  help  pre- 
rve  the  environmental  balance,  you'll  find  us  there. 

Our  environmental  engineering  companies  are  pre- 
iring  water  management  plans  for  Oklahoma  City,  Boston, 
rmingham,  Memphis,  San  Francisco  and  Savannah  that 
II  help  these  areas  meet  their  water  needs.  We've  de- 
>ned  one  of  the  world's  largest  water  treatment  facilities 
Washington,  D.C.,  and  we're  increasing  the  capacity  of 
metropolitan  Chicago  sewage  treatment  plant  by  134 
illion  gallons  a  day. 

While  our  Utility  Gas  Cleaning  Division  engineers 
je  gas  desulfurization  projects,  Metcalf  &  Eddy  Industrial 
is  designed  a  sludge  handling  system  for  them  requiring 
i  advanced  knowledge  of  water  technology. 


As  part  of  its  broad  range  of  services  M&E  Industrial 
has  also  designed  and  will  participate  in  the  start-up  of  a 
tertiary  treatment  plant.  Utilizing  activated  carbon,  it  will 
process  20  million  gallons  of  wastewater  a  day  from  a 
chemical  manufacturing  complex. 

Our  Hamon  Cooling  Tower  Division  designs  and  builds 
cooling  towers  for  electric  utility  and  industrial  applications. 
These  towers  expand  the  range  of  environmentally  ac- 
ceptable sites  for  power  stations  and  processing  plants. 
They  reduce  the  volume  of  water  required  for  cooling  pur- 
poses and  shield  the  water  source  from  potential  damage. 

If  you'd  like  to  find  out  more  about  the  successful 
control  of  water  pollution,  write  the  leader  in  air  pollution 
control:  Research-Cottrell,  P.  0.  Box  750,  Bound  Brook, 
New  Jersey  08805. 

Research-Cottrell 

Experienced  Environmental  People 


Research-Cottrell: 
For  balanced 
environmental  solutions 


Bitter  Legacy:  In  1938,  when  President  Cardenas  took  over  the  Mexican  oil  industry,  the  crowds  in  Mexico  City 
burned  the  foreign  companies  in  effigy.  Forty  years  later,  that  memory  still  shapes  Mexican  oil  policy. 


of  going  it  alone.  Among  the  develop- 
ing world's  oil  countries,  Mexico  is  one 
of  the  few  that  has  the  resources  to  do 
so.  When  Mexico  nationalized  its  oil 
industry  in  1938,  Diaz  Serrano  says, 
"the  technical  wealth  we  had  went 
away.  We  had  to  develop  our  own 
geologists,  our  own  petroleum  engi- 
neers, chemists,  we  had  to  build  a 
new  infrastructure  on  our  own,  but 
we  did  it,  and  today  we  have  the 
people  to  do  the  job  ourselves.  What 
we  need  from  outside  is  financing  and 
technology,  and  the  latter  we  can  buy, 
the  best  in  the  world." 

Mexico  is  so  proud  of  its  near  self- 
reliance  that  it  even  rents  its  drilling 
rigs  by  the  day  without  crews.  "We 
have  no  intention  of  inviting  foreign 
companies  back  in,  none  whatsoever. 
This  is  unthinkable,"  says  Diaz  Ser- 
rano. Pemex  plans  to  finance  its  $15- 
billion  program  on  a  one-for-one  ba- 
sis—one dollar  of  Mexican  capital  for 
every  dollar  borrowed  outside.  "For 
financing  purposes,"  says  Diaz  Ser- 
rano, "a  14-billion  barrel  oil  reserve 


is  ample  to  back  up  our  program." 

Mexico  is  not  giving  anything  away. 
It  plans  to  charge  about  $2.50  per 
thousand  cubic  feet  of  gas,  vs.  a  de- 
controlled U.S.  price  of  $1.84,  and  $3 
and  more  per  thousand  cubic  feet  for 
liquefied  natural  gas  imported  from 
places  like  Algeria.  It  plans  to  keep 
on  refining  at  least  50%  of  its  oil  output 


". . .  Mexico  is  one  of  the 
few  oil  countries  able  to 
develop  its  own  . . 


and  so  keep  the  additional  value  add- 
ed itself.  "Our  task,"  says  Diaz  Ser- 
rano, "is  to  generate  gas  and  oil  for 
export  as  quickly  as  possible  to  gener- 
ate the  foreign  currency  we  need." 

Mexico  has  no  intention  of  joining 
the  Organization  of  Petroleum  Ex- 
porting Countries.  Why  should  it?  It 
already  sells  its  oil  at  a  premium  over 
the  OPEC  price.  "We  don't  believe  in 


joining  cartels,"  Diaz  Serrano  says. 
"The  minute  you  join  such  an  organi- 
zation, you  lose  the  free  determina- 
tion of  your  actions,  and  that's  the  es- 
sence of  the  government  policy. 
OPEC  was  created  in  the  1960s  for 
the  purpose  of  protecting  the  na- 
tions' interests  from  the  companies 
that  worked  in  their  territories.  We 
solved  that  problem  in  1938  when  the 
oil  companies  were  nationalized." 

Every  additional  barrel  the  U.S. 
can  import  from  Mexico  is  one  less 
barrel  it  needs  to  import  from  the 
Middle  East.  Mexico's  reserves  can- 
not solve  the  U.S.'  energy  supply 
problems,  but  they  could  make  them 
a  good  deal  more  manageable.  The 
dollars  that  flow  out  of  the  U.S.  to 
Mexico  with  oil  purchases  will  prob- 
ably flow  back  in  the  form  of  Mexican 
purchases  here,  because  Mexico  is 
one  of  the  U.S.'  most  important  trad- 
ing partners.  Mexico,  after  all,  is  a 
neighbor  whose  prosperity  can  only 
enhance  our  own.  Better  Mexico,  say, 
than  Iraq  or  Algeria.  ■ 
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capital  creativity 


Peoples  Gas  makes  capital  work  harder, 
uses  innovative  financing  techniques 
to  develop  new  gas  supplies. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 

By  the  time  the  current  nationwide 
shortage  of  natural  gas  made  its  first 
headlines,  Peoples  Gas  had  already 
started  developing  programs  to 
counteract  it. 

It  was  a  difficult  challenge,  com- 
pounded by  another  problem  that  hit 
about  the  same  time:  severe  strains  in 
the  capital  market. 

Here  then  are  several  ways  Peoples 
Gas  has  tried  to  make  every  dollar  in 
its  capital  investment  program  work 
harder  to  produce  much-needed 
natural  gas: 

Advance  payments  used  to  spur 
offshore  search  by  producers. 

Convinced  that  offshore  acreage 
offered  much  potential  for  the  future, 
Peoples  Gas  was  one  of  the  first  inter- 
state systems  to  stimulate  exploration 
in  the  Gulf  of  Mexico  through  making 
advance  payments— essentially 
interest-free  loans— to  producers 
holding  interests  in  the  Gulf. 

From  1970  to  1975,  the  years  in 
which  such  advances  were  permitted 
under  FPC  regulations,  our  system 


companies  advanced  more  than  $360 
million  to  these  producers,  for  which 
our  system  received  first  call  on  the 
gas  which  was  developed.  So  far, 
proven  and  potential  reserves  result- 
ing from  these  programs  are  estimated 
to  range  between  two  and  three  trillion 
cubic  feet  of  gas. 

Pooling  customer  funds  pays  off. 

Gas  is  similarly  flowing  from  other 
efforts  in  the  Gulf,  where  Peoples  Gas 
has  combined  its  own  capital  resources 
with  those  of  groups  of  our  customer 
utilities  in  precedent-setting  programs 
to  underwrite  the  cost  of  exploration 
and  development 

In  a  program  with  Shell — the  first 
in  this  series — gas  flowed  at  a  rate  of 
up  to  200  million  cubic  feet  a  day  to 
help  take  care  of  our  customer  utili- 
ties' needs  during  the  1975-76  heating 
season.  Similar  programs  with  Burmah 


(now  Arninoil  Development,  Inc  ) 
and  Chevron  are  expected  to  provide 
additional  quantities  of  gas  in  the  next 
several  years. 

Tax-exempt  bonds  help  construct 
new  SNG  plant 

Last  year,  one  of  our  subsidiaries 
completed  a  $100  million  complex  near 
Joliet,  Illinois  to  produce  synthetic 
natural  gas.  The  plant  was  financed 
through  a  series  of  tax-exempt  bonds 
issued  by  the  City  of  Joliet. 

Under  this  financing  arrangement 
— the  first  of  its  kind  in  Illinois — our 
customers  benefit  from  the  lower 
interest  costs  associated  with  munici- 
pal financing,  while  die  Joliet  area 
will  have  the  advantage  of  a  large,  new 
industrial  project  that  provides  employ- 
ment and  adds  to  the  local  tax  base. 

Finding  ways  to  keep  capital  work- 
ing hard  will  help  Peoples  Gas  provide 
gas  for  14  million  people  in  the  upper 
Midwest.  But  if  s  only  one  part  of  our 
multi-faceted  program  to  cope  with 
the  nation's  growing  shortage  of 
natural  gas. 

For  more  information  concerning 
Peoples  Gas — and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual  Report. 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  Amenca,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 


Faces  Behind  The  Figures 


The  Great  Turn-On 

"Business  is  just  the  sexiest  thing 
around,"  says  Lois  Wyse,  but  she 
doesn't  quite  mean  it  in  the  bedroom 
sense.  "You  see  it  again  and  again., 
men  and  women  who  are  lured  from 
their  homes  and  husbands  and  wives 
and  lovers  in  order  to  spend  their  time 
with  the  business.  Business  is  a  great 
turn-on  for  a  lot  of  people— especial- 
ly for  the  achievers." 

Wyse  is  no  outsider  to  business 
looking  in.  She's  an  executive  with 
Cleveland's  Wyse  Advertising  ($33 
million  in  annual  billings),  which  she 
and  her  husband  founded,  a  director 
of  Cleveland's  Higbee  department 
store  company  ($167  million  in  sales), 
and  the  author  of  a  fast-moving  new 
novel  about  the  cosmetics  business 
called  Kiss,  Inc.  (Doubleday,  $7.95). 

Having  written  42  other  books,  in- 
cluding Love  Poems  for  the  Very 
Married,  which  sold  200,000  copies, 
and  a  novel  about  advertising,  The 
Rosemary  Touch  (over  400,000), 
Wyse  has  now  come  up  with  a  scan- 
dalously sexy  and  knowingly  innocent 
book  about  a  cosmetics  empire  and  its 
hotshot  founder,  a  man  named  Ches- 
ter Masterson.  It  doesn't  take  much  to 
guess  that  the  Wyse  agency  once  han- 
dled an  account  for  Revlon,  Inc.,  dur- 
ing the  last  year  of  Charles  Revson's 
life:  Milk  Plus  Six. 

"You  get  the  idea  sometimes," 
Wyse  says,  "that  Revlon  operated  at  a 
sexual  level  and  a  sexual  level  only. 
I  don't  know  anything  about  that. 
I  can  only  tell  you  that  Revson  cared 
desperately  about  the  quality  of  his 
product,  about  the  colors  they  car- 
ried. He  was  infatuated  with  his  busi- 
ness." That,  Wyse  says,  is  the  quality 
she  tried  to  capture  in  her  book, 
which  recounts  what  goes  on  in  the 
bedrooms  and  boardrooms,  the  sau- 
nas and  salons  at  a  company  conven- 
tion when  it  becomes  clear  that  Mas- 
terson is  to  name  his  successor. 

"The  men  and  women  who  found 
businesses,"  Wyse  goes  on,  "have  an 
instinct,  a  gut  feeling  about  the  busi- 
ness, an  emotional  attachment  to  the 
products  and  service  they  produce, 
and  they  bring  something  special  to 
it.  Their  businesses  become  their  chil- 
dren, their  legacy  to  the  world.  The 
people  who  succeed  them  may  have 
a  better  bottom  line,  but  the  business 
is  poorer  for  it.  I  wanted  to  write 
about  someone  who  had  this  strong 
emotional  feeling  about  his  business 


and  had  to  watch  the  business  pass 
to  the  next  generation.  Who  does  he 
choose?  In  my  book,  Chester  Mas- 
terson replaced  himself  with  the  only 
person  who'  could  have  operated  with 
any  instinct  at  all,  the  one  who  was 
emotionally  closest  to  who  he  was 
—and  of  course  it  was  a  woman. 
Of  course. 

A  slim  attractive  woman,  with  a 
rather  Alice-in-Wonderland  air  and  a 
crisp  little-girl  voice,  Lois  Wyse  is  old- 
fashioned  enough  to  be  coy  about 
her  age  (she  is  in  her  early  fifties) 
and  modem  enough  to  consider  her- 
self a  businesswoman  first  and  a  writ- 
er second.  Wyse  Advertising  is  very 


much  a  family  affair,  with  husband 
Marc  Wyse  in  charge  of  the  compa- 
ny, a  son  and  daughter  at  work  in  the 
Cleveland  and  New  York  offices,  and 
Lois  Wyse  in  charge  of  the  New  York 
office.  "I'm  responsible  for  the  bot- 
tom line,"  she  says. 

Wyse  herself  is  still  actively  in- 
volved in  the  creative  side  of  the  busi- 
ness, in  campaigns  for  clients  like 
Clairol,  Seagram's  and  American  Ex- 
press. "Of  all  the  things  I've  written," 
she  says,  "the  only  thing  anybody 
knows  me  for  is  an  advertising  line  I 
wrote:  With  a  name  like  Smucker's, 
it  has  to  be  good.  It's  the  one  I'm 
proudest  of."  ■ 


Wyse  Idea:  To  listen  to  Lois  Wyse,  you'd  sometimes  think  business  had 
more  to  do  with  men  and  women  than  it  does  with  dollars  and  cents. 
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Land  to  stir  your  spirit... 
land  to  feed  your  soul 

Since  the  beginning  of  recorded  time,  a  hidden  mountain 
valley  in  the  southern  Colorado  Rockies  has  awaited  its 
discovery  by  the  very  special  people  who  will  one  day 
call  it  home. 

Hunting  ground  of  Indians  .  .  .  holy  ground  of  Conquista- 
dores  ...  so  few  owners  have  held  this  beautiful  Eden  since 
the  dawn  of  creation  that  it  remains  today  much  as  it  did 
when  first  touched  by  the  hand  of  God. 
We  call  it  Forbes  Park. 

Five  years  ago,  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  section  of  their  260-  square  mile  Trinchera 
Ranch  in  five-acre  parcels  called  Sangre  de  Cristo  Ranches. 
More  than  90%  of  that  land  has  been  purchased  to  date, 
and  the  success  of  the  operation  exceeded  all  expectations. 
Remote  from  that  land  and  deep  in  the  heart  of  the  Forbes 
Trinchera  Ranch  is  a  spectacular  alpine  valley  rivaling 
legendary  Shangri-La.  Because  it  has  remained  so 
inaccessible  over  the  centuries,  this  unspoiled  haven  has 
escaped  the  habitation  of  man. 

Now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
Ranches  Inc.,  is  inviting  people  who  have  a  special  apprecia- 
tion for  the  beauty  of  nature,  and  who  want  more  out  of 
life,  to  acquire  land  in  this  awesome  Eden  at  cash  prices 
ranging  from  $3,500  to  $1 2,000.  Easy  credit  terms  available. 
Forbes  Park  will  be  a  completely  private  area  surrounded 
by  the  San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  will  be  accessible  year-round  through 
a  main  gate  restricting  entrance  to  owners  and  their  guests. 
Hunting  will  not  be  permitted  in  this  peaceable  kingdom, 
but  many  sports  and  recreational  areas  will  be  available 
on  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more 
selected  acres  for  a  mountain  homesite  where  you  will 
share  with  your  Forbes  Park  neighbors  the  ownership  of  an 
additional  485  acres  of  common  lands,  plus  the  control  of 
another  4,100  acres  of  ponds,  streams,  woods,  meadows 
and  other  recreational  areas  set  aside  for  the  exclusive 
enjoyment  of  the  owners  for  all  time. 

Obtain  the  HUD  Property  Report  from  developer  and  read  it 
before  signing  anything.  HUD  neither  approves  the  merits  of 
the  offering  nor  the  value,  if  any,  of  the  property. 

Vof  an  otter  or  solicitation  in  those  states  where  the  property  is  not  registered 
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Development  of 
I        Sangre  de  Cristo  Ranches  Inc. 


Development  of 
Sangre  de  Cristo  Ranches  Inc. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park.  Box  303,  Fort  Garland, 
Colorado  81 133. 

000337  A  0AD-77 


FORBES  PARK 

Box  303,  Fort  Garland,  Colorado  81133 


! 


Name. 


Address . 


I 

I  City  

I 

Telephone . 


.State. 


.Zip- 


Preferences:  □  $3,500      □  $5,000      □  Higher 

! 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  5!aterrent  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA7S-775 


/  9  76  Award/ Artist  Stanley  Boxer 


1976  "BUSINESS  IN 
THE  ARTS"  AWARDS 

Forbes  magazine  is  pleased  to  join  the  Business  Committee  for  the  Arts  in  co- 
sponsorship  of  the  "Business  in1  the  Arts"  Awards  competition.  42  corporations 
have  been  selected  as  1976  winners  by  our  distinguished  panel  of  judges: 
Florence  Knoll  Bassett,  Barry  Bingham,  Sr.,  The  Hon.  John  Brademas,  J.  Carter 
Brown,  David  Lloyd  Kreeger,  Myrna  Loy,  Stanley  Marcus,  Dean  Arjay  Miller,  Glynn 
Ross,  The  Hon.  Virginia  Kilpatrick  Shehee  and  Carl  Spielvogel. 

The  "Business  in  the  Arts"  Awards  program,  now  in  its  11th  year,  continues  to 
provide  recognition  for  outstanding  corporate  programs  in  support  of  the  arts. 

FIRST  TIME  AWARD  WINNERS 


Allied  Chemical  Corporation,  Morristown,  NJ 
fonts  $300,000  grant  to  the  WETA/National  Sym- 
phony proiect  entitled  "Music  ",  an  educational 
television  series  explaining  various  musical  peri- 
ods, themes  and  styles  complete  with  adiunct 
educational  materials;  and  for  its  sponsorship  of 
the  exhibition,  "The  History  and  Chemistry  of 
Fibers'"  for  the  Morris  Museum  of  Arts  &  Sciences 

Allstate  Insurance  Company,  Northbrook  IL 
for  its  underwriting  of  seven  opening-night,  taped, 
radio  broadcasts  of  the  Chicago  Lyric  Opera 
reaching  1 .5  million  people  weekly,  thereby  de- 
veloping an  audience  for  this  regional  opera  com- 
pany; and  for  its  continued  support  of  a  variety  of 
cultural  institutions  and  arts  organizations 

American  National  Insurance  Company,  Gal- 
veston, TX-for  its  leadership  efforts  in  securing 
a  $1 -million  revolving  line-of-credit  for  the  Gal- 
veston Historical  Foundation,  facilitating  the  pur- 
chase and  restoration  of  properties  in  the  Nation- 
al Landmark  District  in  Galveston,  the  Strand;  for 
its  gift  of  a  building  to  the  St.  Louis  Art  Museum, 
while  that  Museum  undergoes  a  renovation. 

American  Red  Ball  Transit  Company,   n  iianap- 

ohs,  IN- for  its  sponsorship  of  the  "All  Things 
Move'  travelling  exhibition  of  the  Children's  Mu 
seum  of  Indianapolis.  Company  provided  a  trac- 
tor, 40  trailer  and  driver  for  a  25,000  mile  tour  to 
150  cities  throughout  the  country 


Champion  International  Corporation,  New  York 
City —for  sponsorship  of  the  exhibition,  "Calder's 
Universe ',  at  the  Whitney  Museum  of  American 
Art,  a  nationwide  tour  of  this  exhibition,  and  pub- 
lication of  a  book  of  the  same  title;  company  un- 
derwrote a  two-year  research  project  in  addition 
to  the  above -the  largest  single  grant  ever  re 
ceived  by  the  Whitney. 

Crouse-Hinds  Company,  Syracuse.  NY  for  its 
gift  of  $100,000  worth  of  outdoor  lighting  for  the 
Statue  of  Liberty  monument  as  a  Bicentennial 
gift  to  the  country;  and  for  its  continuing  support 
and  commitment  to  public  radio  and  television  in 
central  New  York  state  since  1962  and  the  Ever- 
son  Museum  of  Art  since  1967 
The  Emerson  Electric  Company,  St  Louis,  MO 
for  its  advance  of  $1 ,000,000  to  the  St.  Louis 
Art  Museum  by  the  purchase  of  outstanding 
pledges  to  the  Museum's  building  fund,  thereby 
enabling  the  Museum  to  move  quickly  with  its 
continuing  construction  program. 

H.B.  Fuller  Company,  St  Paul,  MN  -for  this 
non-consumer-oriented  company's  leadership 
efforts  on  behalf  of  Minnesota  Public  Radio  since 
its  beginning  in  1967;  company  underwrites  the 
broadcasts  of  22  concerts  annually  by  the  Min- 
nesota Symphony  (formerly  the  Minneapolis 
Symphony)  and  augments  gift  by  the  services  of 
its  advertising  agency. 

GAF  Corporation,  New  York  City -for  its  pur- 
chase of  the  faltering  radio  station  WNCN  f  NYC's 


Hi 


only  radio  station  broadcasting  classic 
24  hrs  a  day)  and  the  introduction  of  injl 
programming  highlighted  in  1976  by  i« 
on  behalf  of  the  New  York  City  Opera,  liv 
casts  of  community  musical  events  ar 
casts  in  cooperation  with  local  PBS  t 

Genesee  Brewing  Company,  Rochest* 
for  its  leadership  role  in  the  creation  of  th 
see  Country  Museum  and  Genesee  Vil 
authentic  historic  environment  Compar 
forts  over  a  ten-year  development  period 
over  30  buildings  and  50.000  separate 
the  historic  Genesee  Valley  site  and  secu 
$3-million  in  underwriting. 

Jones  &  Pellow  Oil  Company,  Oklahoi 

OK-for  substantial  underwriting  of  the 
ma  City  Ballet  Society  s  programs,  inclu 
funding  for  the  organization's  Admim: 
Manager  position,  guaranteeing  of  the  bs 
riesof  the  Director  and  Co- Director,  undc 
of  a  new  production  for  the  ballet,  and  su 
annual  donations  to  general  operating  ex 

Lever  Brothers  Company,  New  York 
its  25-year  program  of  hosting  group  an 
in  its  headquarters'  lobby,  substantial 
financial  support  to  a  variety  of  arts  orgai 
and  institutions,  and  extensive  manpow 
tance  highlighted  in  1976  by  Lever's  coc 
activity  with  the  Museum  of  Modern  Art 
ways  in  which  the  Museum  could  imp 
earned  income  and  reduce  annual  defn 

Martin  Marietta  Corporation,  Bethesda 
Raytheon  Corporation,  Lexington,  MA- 
port  to  the  Boston  Symphony  Orchestra  ( 
the  taping  of  concerts  for  broadcasts  to  ' 
television  stations  Martin  Marietta  has 
uted  $2  5  million  during  the  last  four  y 
"Evening  at  the  Pops'  and  Raytheon  has 
uted  over  $1  million  during  the  last  tv> 
and  1977  for  Evening  at  the  Symphon 

Merchants  Savings  Bank,  Mancheste 
for  widespread  support  of  and  involveme 
arts  life  of  this  100,000-population  con- 
Bank  has  sponsored  a  series  of  prof 
productions  at  the  area's  only  legitimate 
with  heavy  promotional  assistance;  unde 
prime-time  airing  of  a  film  on  the  history 
Chester,  sponsored  art  exhibits  and  scho 
for  the  Currier  Art  Center,  and  coopera 
the  Historical  Society  in  presenting  a  | 
and  text  of  historic  sites. 

RCA  Corporation,  New  York  City -for 
support  to  over  100  arts  and  cultural  ins 
and  organizations  throughout  the  countr 
senting  15%  of  the  company  s  total  contr 
to  non  educational  philanthropies  in  197 
past  decade,  RCA  has  contributed  over 
lion  to  the  arts 

SCM  Corporation,  New  York  City -for 
ship  of  three  major  exhibitions  in  197i 
Beasts  Fauvism  and  its  Affinities  at  the  N 
of  Modern  Art,  touring  to  two  western  citu 
Glory  of  Russian  Costume",  at  the  Metr 
Museum  of  Art  (the  third  in  a  series  of  exf 
at  the  Costume  Institute);  and  "Anamor 
Games  of  Perception  and  Illusion  in  Art 
Museum  of  Fine  Arts  in  Boston,  tounn 
American  cities  and  on  to  Japan 

Jos.  E.  Seagram  &  Sons,  Inc.,  New  Yor 

for  its  diverse  programs  in  support  of  the 
eluding  corporate  art  collections  since 
both  fine  and  decorative  arts,  a  revolving 
sculpture  exhibition  program  at  its  headc 
plaza  since  1965,  sponsorship  of  pubhec 
since  1958,  and  substantial  donations  to 
gamzationsand  institutions  throughout  th 
try.  Bicentennial  proiect  is  the  photograpl 
u mentation  of  the  history  of  the  count" 
house,  in  cooperation  with  the  National  1 


•ic  Preservation  and  the  American  Federa- 
f  the  Arts 

nel  Star  .Company,  Orlando,  FL— for  its 
luing  sponsorship  of  year-round  perform 
ts  events  free  to  the  public;  in  1976,  its 
i  year,  36  programs  were  presented  to  over 

00  through  Orlando  Presents  The  news- 

1  fifth  annual  two-day  arts  and  crafts  festi- 
is  attended  by  over  200,000  and  the  corn- 
is  now  expanding  its  regional  programs 

lard  Oil  Company  (Indiana),  Chicago  IL 
sponsorship  of  a  39-part  series  of  broad- 
of  the  Chicago  Symphony  and  for  its  cor- 
3  art  collection  -  over  6,000  pieces  of  graph- 
78%  original;  through  Amoco  subsidiaries 
kmoco  Foundation,  supports  40  separate 
al  programs  throughout  the  country  includ- 
mual  sponsorship  of  the  American  College 
re  Festival  ' 

R  Radio,  New  York  City -for  its  contnbu 
f  a  full  week  of  programming  to  the  Metro- 
n  Opera  for  fund-raising  activities  and  stimu 
of  interest  The  station  organized  a  network 
other  classical  music  stations  throughout 
luntry  to  also  cover  the  gala  program,  help- 
e  Met's  ticket  sales  and  contributions 

'URN  AWARD  WINNERS 

num  Company  of  America,  Pittsburgh,  PA 
the  Alcoa  Foundation's  sponsorship  of  the 
tions,  "American  Art  from  the  Collection  of 
Mrs,  John  D.  Rockefeller  III",  at  the  Whit- 
luseum  of  American  Art  and  the  De Young 
urn  in  San  Francisco  and  "Women  Artists 
1950"  at  the  Los  Angeles  County  Museum 
,  touring  to  two  other  cities;  and  for  the 
ation's  sponsorship  of  three  Affiliate  Artists 
first  year  of  participation  in  that  program 

ican  Fletcher  National  Bank,  Indianapolis, 
)r  widespread  support  of  community  arts 
ies  highlighted  in  1 976  by  a  substantial  cap- 
id  drive  donation  to  the  Children's  Museum 
lanapolis  and  coordination  of  the  Museum's 
ng;  sponsorship  of  an  arfist-in-residence 
rovision  of  a  storefront  gallery  for  23  artists 
nonstrate  their  skills  to  visitors  for  a  three- 
i  period 

tic  Richfield  Company,  Los  Angeles  CA 
I  funding  of  the  ARCO  Center  for  Visual  Art 
irst  non-profit  institutional  showplace  for 
mporary  art  in  Los  Angeles]  benefitting 
artists  by  exposure  and  possible  sales;  for 
jnsorship  of  Concerts  in  the  Sky"  a  series 
outdoor  concerts  free  to  the  public;  and  for 
ird  year,  underwriting  of  the  Garden  The- 
:estival,  a  21 -day  performing  arts  festival 
d  the  public, 

srs  Life  Nebraska,  Lincoln,  NB  &  Northern 

al  Gas  Company,  Omaha,  NB-for  leader- 
ifforts  in  helping  to  assure  the  success  of 
ebraska  lnterstate-80  Bicentennial  Sculp- 
Yoject  For  a  three-year  period,  company 
fives  led  crusade  for  the  placement  of  ten 
or  sculptures  along  the  state-wide  highway, 
tate  80;  secured  major  funding  and  or- 
3d  a  foundation  to  administer  the  proiect, 
ivolved  scores  of  businesses  statewide  in 
)rt  to  and  involvement  in  the  project, 

Warner  Corporation,  Chicago,  IL-for  the 
mentation  of  the  Borg-Warner  Foundation's 
rming  Arts  Assistance  Program  by  which 
eatre  companies  in  the  area  have  benefit 
he  Foundation  made  outright  grants  of  up 
,000  each  to  the  ten  companies  and  ad- 
ally  underwrote  3  specific  productions  and 
lased  tickets  for  headquarters'  employees 
)any  assisted  three  theatres  in  finding  per 
nt  homes  by  guaranteeing  a  $100,000  im- 
jment  loan  for  one  and  guaranteeing  a 
year  lease  for  two  others 


Central  National  Bank  of  Cleveland,  Cleveland, 
OH -for  sponsorship  of  the  exhibition,  "The  Eu- 
ropean Vision  of  America"  at  the  Cleveland  Mu 
seum  of  Art,  presenting  346  European  works  of 
art  dating  from  1493-1876,  Bank  also  promoted 
this  free  show  extensively  and  continued  its  spon- 
sorship of  the  Central  Street  Players  and  the 
Cleveland  Orchestra 

The  Chase  Manhattan  Bank,  N.A.,  New  York 
City -for  the  increase  of  its  art  support  programs, 
now  representing  7.4%  of  its  philanthropic  bud- 
get; Chase  increased  assistance  to  five  New  York 
City  cultural  institutions  hardest  hit  by  city  cut- 
backs by  60%  in  1 976,  made  grants  to  25  smaller 
cultural  institutions,  and  made  special  grants  to 
the  Learning  to  Read  Through  the  Arts  program, 
the  New  York  Landmarks  Conservancy  and  the 
National  Corporate  Fund  for  Dance. 

CIBA-GEIGY  Corporation,  Ardsley  NY  for  its 
collaborative  efforts  with  the- local  government 
and  arts  organizations  in  establishing  a  new  mu- 
nicipal gallery  in  Hastings,  NY -company  pro- 
vided two-thirds  of  the  financing  and  the  services 
of  an  architect  for  the  new  regional  art  center; 
and  for  continuing  sponsorship  of  touring  exhibi- 
tions mounted  from  its  corporate  art  collection 

Consolidated  Edison  Company  of  New  York, 
Inc.,  New  York  City -for  start-to-finish  involve- 
ment and  maior  financial  underwriting  of  the 
Children's  Free  Opera  Program  for  NYC  schools 
with  St  Luke's  Chamber  Ensemble,  program  has 
brought  opera  to  60,000  youngsters  from  365 
city  schools  Company  assumed  full  administra- 
tive responsibility  for  the  program,  preparing  and 
distributing  all  educational  materials  for  students 
and  teachers  alike,  tickets,  programs  and  flyers 

Corning  Glass  Works,  Corning,  NY-for  sub- 
stantial support  to  a  variety  of  arts  programs  high- 
lighted in  1976  by  the  People  Wall",  a  public  art 
proiect  at  the  new  Corning  Municipal  Hall,  a 
$25,000  challenge  grant  to  the  Paterson  Inn  res- 
toration (a  1 796  tavern  and  hostelry),  and  for  its 
efforts  on  behalf  of  the  Rockwell-Corning  Mu- 
seum (Foundation  has  given  $250,000  over  the 
past  few  years  to  effect  this  new  Museum  holding 
a  $5-million  private  collection  donated  to  the  City 
of  Corning) 

Exxon  Corporation,  New  York  City -for  gener- 
ous support  of  the  exhibition  Treasures  of  Tutank- 
hamun  touring  to  six  American  cities  over  the  next 
three  years;  for  underwriting  to  the  National  Music 
Council  for  the  Bicentennial  Parade  of  American 
Music  -52  free  concerts  highlighting  music  from 
each  state  at  the  Kennedy  Center;  for  expansion 
and  improvement  of  the  "Live  from  Lincoln  Cen- 
ter" telecasts,  for  underwriting  of  the  New  Drama 
for  Television"  proiect  with  the  Eugene  O  Neill 
Memorial  Theatre  Center,  encouraging  writers 
to  create  new  original  works  for  the  television 
medium;  for  continuation  of  the  Great  Perform- 
ance Series  on  PBS;  and  for  continued  under- 
writing of  a  series  of  summer  concerts  and  na- 
tional broadcasts  of  the  New  York  Philharmonic 
Franklin  Mint  Corporation,  Franklin  Center,  PA 
-for  support  to  a  variety  of  cultural  organizations 
and  institutions  m  the  area  and  extensive  execu- 
tive involvement  and  leadership  in  promoting 
corporate  support  to  the  arts  In  1976.  Franklin 
Mint  donated  2,000  portfolios  to  the  students  of 
the  Philadelphia  College  of  Art  and  continued  its 
exchange  program  with  the  college;  planned,  ex- 
ecuted and  substantially  sponsored  Alexander 
Calder  Week  in  Philadelphia  and  sponsored  the 
opening  night  gala  of  the  Pennsylvania  Ballet 
Gulf  Oil  Corporation,  Pittsburgh,  PA  for  their 
first  Affiliate  Artist  sponsorship  and  continuation 
of  sponsorship  of  the  National  Geographic  series 
on  public  television,  including  extensive  audience 
development  and  program  promotion 

BUSINESS  COMMITTEE  FOR  THE  ARTS,  Inc., 


International  Business  Machines  Corporation, 

Armonk,  NY-for  sponsorship  of  The  Belle  of 
Amherst  on  public  television  and  rleanor  and 
Franklin  on  commercial  television;  foi  major  un- 
derwriting  of  the  New  York  Ballet  s  3-week  en- 
gagement at  the  International  Festival  of  Dance 
in  Paris;  for  1 9  years  of  major  support  to  the  Na- 
tional Symphony;  for  substantial  underwriting  of 
construction  at  the  new  San  Jose  Museum  of 
Art;  and  for  major  leadership  and  support  to  the 
efforts  of  the  Arts  Council  of  Westchester  (NY). 
Mobil  Corporation  and  Mobil  Foundation,  New 
York  City -for  substantial  underwriting  of  the 
Museum  of  Modern  Art  through  sponsorship  of 
the  exhibition,  The  Taxi  Project;  Realistic  Solu- 
tions for  Today",  continuation  of  the  Summer- 
garden  program  -a  series  of  free  performing  arts 
events  held  in  the  Museum's  Sculpture  Garden  - 
and  sponsorship  of  the  exhibition  "American  Art 
since  1 945"  planned  by  MOMA  for  travel  to  nine 
medium-sized  museums;  for  sponsorship  of  the 
exhibition,  "Images  of  an  Era;  The  America  Post- 
er 1 945-75",  at  five  museums  across  the  country; 
for  the  commissioning  of  1 3  American  artists  to 
create  signed  and  numbered  original  prints  for  a 
200-edition  Bicentennial  portfolio  called  "Ameri- 
ca, The  Third  Century ';  and  for  the  continuation 
of  support  to  over  1 50  arts  organizations  and  in- 
stitutions in  45  communities  through  Mobil  Foun- 
dations "grass-roots"  support  program 

Philip  Morris  Inc.,  New  York  City  -for  major  sup- 
port to  the  Kennedy  Center  enabling  the  appear- 
ance of  La  Scala;  for  sponsorship  of  the  exhibi- 
tion, "Two  Centuries  of  Black  American  Art"  and 
tour  to  four  cities,  and  publication  of  a  catalog  and 
book  of  the  same  title;  for  cosponsorship  of  the 
Remember  the  Ladies"  exhibition  and  tour  to 
five  cities;  and  for  a  series  of  Art  Advertisements, 
by  Philip  Morris,  designed  to  encourage  other 
corporations  to  support  the  arts 
Rothmans  of  Pall  Mall  Canada  Limited,  Toronto, 
Ontario -for  its  efforts  on  behalf  of  the  Ontario 
Association  of  Art  Galleries  whereby  the  compa- 
ny sponsored  the  tours  of  three  international  ex- 
hibitions and  produced  catalogs  and  posters; 
and  for  the  design,  printing,  production  and  do- 
nation of  souvenir  programs  for  nine  performing 
arts  groups  in  Canada  (proceeds  from  all  sales 
go  to  respective  arts  groups) 

Southeast  Banking  Corporation,  Miami  FL 
for  support  to  a  variety  of  visual  arts  programs  in- 
cluding in  1976  sponsorship  of  the  "Design  the 
Next  200-Biscayne  West"  architectural  competi- 
tion, and  the  exhibitions  on  Venezuelan  graphics 
and  Peruvian  Pre-Columbian  art  all  at  the  Lowe 
Museum;  for  cosponsorship  of  the  Latin  America 
Show  at  the  Rmglmg  Museum  of  Art,  touring  to 
four  state  museums;  and  for  continued  support 
to  the  annual  Coconut  Grove  Art  Festival 

Standard  Oil  Company  of  California,  San  Fran 
Cisco,  CA-for  underwriting  radio  broadcasts  of 
ten  productions  of  the  San  Francisco  Opera, 
live  and  quadraphonic;  for  underwriting  of  a 
new  ACT  production  of  "A  Christmas  Carol";  for 
provision  of  the  services  of  conductor  Carmen 
Dragon  and  guest  soloists  to  perform  in  three 
community  pops  concerts  to  promote  regional 
symphony  orchestras;  and  for  the  production  of 
four  educational  programs  on  the  development 
of  American  music 

Wm.  Underwood  Company,  Westwood,  MA 
for  its  efforts  in  developing  trustee  leadership  for 
museums  company  provided  staff  support,  ex- 
pertise and  financial  assistance  to  the  Fall  Con- 
ference of  the  Trustees  Committee  of  the  Ameri- 
can Association  of  Museums  and  has  under- 
written a  two-year  program  with  the  i  farvard  In 
stitute  in  Arts  Administration  to  strengthen  mu- 
seum trustee  leadership 

1700  Broadway,  New  York,  New  York  10019 


Report  from  Number  One  Wall  Street 


The  bank  for 

banks.  A  report  in  the  magazine 
Banking,  ranked  the  Irving  sixth  among 
all  hanks  in  correspondent  hank  depi  >s- 
Its.  Why  docs  the  Irving  rank  so  high 
wirh  correspondent  banks? 

"We  credit  our  successes  to  re- 
sponsive, highly  personal  and  in-depth 
service,"  says  Fred  Baker,  who  h<  ads 


Frederick  W.  Baker,  Vice  President, 
Financial  Institutions  Banking  Division 

the  Irving's  Midwestern  I  )epartment 
bi  the  Financial  Institutions  Banking 
Division.  "We  stress  continuity  in  out 
relati<  tnships  at  all  levels,  both  star! 
and  line.  Many  of  our  officers  have 
been  calling  on  their  correspondent 
banking  <  lients  for  over  a  de<  ade. 

"And  our  client  vi  vk  es  range 
from  mt  mey  market  investing  t<  i  cor- 
p<  irate  finan<  ial  planning , .  .from  help 
with  an  annual  rep<  >rt  to  loan  pan  i<  i 
pat  ions,  .from  merger  evaluatit  'tis  to 
seminars  tor  hankers. 

"We  not  only  do  it  all,  we're  1 1  >m- 
mitted  to  doing  it  better.  For  example, 
we  offer  our  hank  customers  a  broker- 
age service  in  Fed  funds,  hast  year  we 
handled  $1  70  billion  in  Federal  funds 
transactions.  And  we're  the  only  bank 
in  the  country  that  provides  this 
service." 

Providing  service,  that's  what 
makes  the  Irving  unique— and  the 
hank  foi  banks. 


IRVING  TRUST 
COMPANY 

TjMOHl  WALL  STREET 


Stephen  P  Pendias  andG.  Gordon  Haw,  Vice  Presidents, 
International  ( 'orresjxmdent  Banking  Division. 


Some  "country" 

bankers.  When  Steve  Pendias 
and  Gordon  I  law  talk  about  banking, 
it's  about  the  Irving's  close  ties  with 
hanks,  financial  institutions,  and  gov- 
ernment entities  in  the  more  than  60 
( ( luntries  that  they  and  their  associates 
visit  regularly. 

Pendias  is  an  Irving  expert  on  the 
countries  of  Eastern  Europe  and  the 
Middle  Fast  from  Rumania,  Poland, 
Turkey  and  ( ireece  to  such  indepen- 
dent sheikhdoms  as  Dubai,  Fujaira, 
Ajman  and  Ras-al-khaima. 

"No  hank  has  a  better  entree  in 
this  part  of  the  world  than  the  Irving" 
says  Pendias.  And  few  hankers  know 
mote  about  the  financial  and  business 
customs  in  these  countries  than  Pen- 
dias. 1  le  speaks  with  the  knowledge 
and  authority  that  results  from  over  30 
years  of  experience  in  these  areas. 

"Many  of  the  hankers  I  call  on 
abroad  have  spent  time  at  the  Irving," 
Pendias  explains.  "We  have  an  ongoing 
program  t<  >  familiarize  talented  foreign 
bankers  with  our  procedures  and  tech- 
niques. They  spend  several  months 
wirh  us.  So  when  they  leave,  they  not 
only  know  U.S.  banking,  they  know 
the  Irving.  And  we,  in  turn,  know 
tl  iem  and  their  country  better!' 

Nearer  to  home  is  another  impor- 
i  part  of  the  Irving's  world:  I  atin 


America.  And  this  is  Gordon  Haw's 
area  of  specialization. 

Having  lived  and  worked  in  Latin 
America,  Haw  realizes  the  importance 
of  maintaining  a  staff  of  professional 
hankers  who  speak  the  languages  and 
understand  the  characteristics  unique 
to  each  country.  The  emphasis  is  on 
top-quality  service  and  imaginative  fi- 
nancing. The  results  speak  for  them- 
selves. 

According  to  Haw,  "Many  do  not 
realize  the  dramatic  changes  that  have 
occurred  in  Latin  America  during  the 
past  20  years:  Look  at  the  population 
figures!  The  population  of  Latin 
America  has  doubled  during  this 
period  to  reach  300  million,  and  with  j 
each  passing  day  greater  numbers  be- 
come integrated  into  their  economies, 
thus  creating  a  vast  consumer  market. 
Over  the  same  time  span,  the  area's 
C  jNP  has  more  than  tripled  and  ex- 
ports have  increased  five-fold.  In 
short,  these  are  exciting  times  in  Latin 
America  and  we  at  the  Irving  are 
proud  to  he  a  part  of  these  develop- 
ments." 

Pendias  and  Haw  are  typical  of 
the  Irving's  international  specialists 
who  travel  often  and  widely,  maintain- 
ing the  close  working  relationships  that 
open  doors  for  their  domestic  and  in- 
ternational clients. 


MEMBER  F  t)  I  C 


Irving  Trust  Company.  Unique.  Worldwide 

A  CHARTER  NEW  YORK  BANK  C 


Faces  Behind  The  Figures 


Money  Is  No  Object 

The  red  1977  Chevrolet  Caprice, 
which  still  has  the  dealer's  sticker  in 
the  rear  window  and  smells  of  new 
upholstery,  alternately  speeds  and 
bumps  over  an  asphalt  road  that  still 
isn't  finished.  The  Saudi  in  the  back- 
seat is  Hani  Abu  Ghozala,  34,  director 
of  the  planning  for  this  region,  the 
Asir  province,  in  mountainous  south- 
western Saudi  Arabia  near  the  Yemeni 
border. 

Asir  is  perhaps  the  most  primitive 
part  of  Saudi  Arabia.  Its  local  moun- 
tain tribesmen  fiercely  resisted  unifica- 
tion with  the  rest  of  the  kingdom,  and 
were  finally  subdued  in  the  1920s. 
But  now  the  province  is  fast  coming 
into  the  modern  world.  "Sixteen  years 
ago,  electricity  started  in  this  region," 
Ghozala  says.  "All  houses  in  Abha 
[the  principal  city  in  the  province- 
population  40,000]  now  have  electric- 
ity, and  in  12  years,  all  provinces  will 
have  it." 

Through  an  interpreter,  Ghozala,  a 
graduate  of  the  University  of  Bologna, 
and  another  local  Saudi  official  tell  of 
the  region's  recent  past:  Fifteen  years 
ago,  Abha's  only  link  with  the  out- 
side world  was  a  dirt  road  to  Jidda, 
some  400  miles— a  week's  ride— north. 


All  the  local  roads  were  unpaved,  too, 
and  pickup  trucks  were  the  only  motor- 
ized mode  of  transportation.  Today, 
the  stalls  in  Abha's  soukh  (market) 
are  just  as  likely  to  have  stereophonic 
equipment  and  television  sets  for  sale 
as  sacks  of  grain  and  other  farm 
materials. 

Agriculture  used  to  be  the  prin- 
cipal occupation;  today,  perhaps  25% 
of  the  local  citizenry  is  in  agriculture, 
with  the  rest  working  in  the  booming 
manufacturing  and  construction  busi- 
ness. In  five  years,  Ghozala  says, 
5,000  residential  units  are  planned, 
plus  20  dams  and  a  hotel  with  60 
villas  (scenic  Asir  is  popular  with  va- 
cationing Saudis).  The  new  Univer- 
sity of  Southern  Saudi  Arabia  already 
has  its  first  phase— a  school  of  educa- 
tion—set up  outside  of  Abha. 

The  Caprice  stops  at  one  newly  built 
school,  a  prefab  building  that  took 
only  a  couple  of  weeks  to  put  together. 
The  local  education  authorities  asked 
for  bids  on  a  contract  to  provide  nu- 
tritious lunches  for  the  children.  The 
winner:  a  firm  that  intends  to  fly 
ready-made  lunches  in  by  plane  from 
France  and  Italy. 

Probably  never  in  history  has  a 
society  changed  so  fast.  Where  it  all 
will  end  no  man  can  say.  ■ 


Planner  Hani  Abu  Ghozala:  For  Saudi 
Arabia's  backward  Asir,  houses,  ho- 
tels and  airborne  school  lunches. 


Get  Moving! 

The  Interstate  Commerce  Commis- 
sion is  the  oldest  federal  regulatory 
agency  and  probably  the  most  bureau- 
cratic and  inept.  So,  why  did  A.  Daniel 
O'Neal  Jr.,  a  bright  young  (41)  law- 
yer from  the  state  of  Washington,  ac- 
cept its  chairmanship? 

O'Neal,  a  Nixon  appointee  to  the 
ICC,  got  his  start  working  for  Senator 
Warren  Magnuson's  (D— Wash.)  pow- 
erful Commerce  Committee.  He  ac- 
cepted the  chairmanship  in  April  for 
the  same  reason  that  a  businessman 
might  decide  to  become  the  chief  ex- 
ecutive of  a  near-bankrupt  company: 
It  gave  him  the  chance  to  stage  a 
turnaround— or,  as  he  puts  it,  the 
chance  to  make  the  agency  "a  pro- 
gressive one  with  positive  effects  on 
transportation." 

As  a  commissioner  he  was  viewed 
as  something  of  a  maverick:  He  was, 
for  example,  the  closest  thing  the  ICC 
ever  had  to  a  consumer  advocate.  As 
chairman  he  has  already  established 
a  new  office  to  help  small  businesses 
with  paperwork;  attacked  the  dishonest 
practices  of  some  moving  companies; 
established  a  task  force  to  come  up 
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by  July  6  with  ways  of  easing  entry 
into  over-the-road  trucking.  Moreover, 
he  wants  to  establish  a  unit  to  over- 
see individual  agency  decisions  in  the 
interests  of  consistency  with  an  over- 
all policy.  That  sounds  logical  enough, 
but  it  is  meeting  opposition  within  an 
agency  where  habit  rather  than  logic 
t(K)  often  rules. 


ICC  Boss  O'Neal:  His  changes  at  that 
antiquated  agency  represent,  by  ICC 
standards,  a  real  burst  of  speed. 


O'Neal  admits  he's  moving  fast  to 
stave  off  more  drastic  measures.  There's 
plenty  of  sentiment  in  Washington  and 
elsewhere  for  abolishing  the  ICC  en- 
tirely. The  shipping  public,  the  Con- 
gress, the  White  House  are  all  inter- 
ested in  regulatory  reform  if  not  to- 
tal deregulation. 

On  the  question  of  deregulation, 
O'Neal  is  a  moderate.  "I  don't  think 
I'm  prepared  to  draw  the  line,"  he 
says  cautiously,  "as  to  where  regula- 
tion should  end  and  competition  be- 
gin. Regulation  is  a  very  imperfect 
system.  Unfettered  competition  is  also 
imperfect.  We  need  to  try  to  find 
the  best  mix. 

"Most  of  what  needs  to  be  done 
can  be  done  by  the  agency  itself 
without  new  legislation." 

But  what  if  the  Commission,  in  its 
sluggish  way,  fails  to  act?  Says  O'Neal: 
"Jimmy  Carter  didn't  put  any  con- 
ditions on  the  job,  but  I  feel  im- 
plicitly that  if  the  Commission  fails 
to  act,  the  White  House  will  feel 
disposed  to  introduce  legislation." 
Meaning  that  if  the  ICC  doesn't 
change  its  ways— get  moving  on  its 
own— the  Administration  will  give  it 
a  shove.  ■ 


me.  WHHMMMIMI 
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"Let's  Do  It" 

It  seems  certain  that  by  this  time 
next  year  President  Carter  will  have 
at  least  one  important  law  on  his  desk 
—legislation  to  pump  more  competition 
into  the  domestic  airline  industry. 
Even  opponents  within  the  industry 
itself  are  conceding  that  a  law  con- 
taining at  least  moderate  reductions 
in  the  Civil  Aeronautics  Board  con- 
trol over  routes  and  fares  will  make 
it,  despite  bitter  protests  by  organized 
labor,  which  fears  jobs  will  be  lost  on 
existing  airlines. 

An  unlikely  coalition  of  liberal  and 
conservative  lawmakers,  each  of 
whom  sees  something  different  of  val- 
ue in  the  reform,  is  pushing  the  legis- 
lation, already  introduced  in  the  Sen- 
ate and  soon  to  be  in  the  House.  But 
the  anticipated  success  would  have 
been  most  unlikely  without  an  en- 
dorsement from  the  most  unlikely 
source  imaginable— the  CAB  itself.  Be- 
hind that  rare  act  of  bureaucratic 
shrinkage  was  John  E.  Robson,  47, 
the  feisty  former  CAB  chairman. 

Robson's  penchant  for  taking  on 
tough  jobs  was  early  established  when 


Surplus  Labor 

Bernard  L.  Schwartz  is  living 
proof  that  most  people  don't  jump  at 
success;  they  are  forced  into  it.  There 
was  Schwartz  in  1972,  45  years  old, 
and  number  two  man  to  Saul  Stein- 
berg at  Leasco  ( now  Reliance  Group ) . 
A  City  College  of  New  York  gradu- 
ate, an  accountant  by  trade,  Schwartz 
was  one  of  Leasco's  founders  and  al- 
ready had  financial  security.  So,  why 
should  he  leave  Leasco? 

By  the  end  of  1971,  according  to 
Schwartz,  Leasco's  management  had 
decided  to  consolidate  its  operations. 
Schwartz  had  been  Leasco's  key  ac- 
quisitions man,  and  its  last  acquisition 
had  been  made  in  the  late  Sixties. 
Schwartz,  in  his  own  words,  "found 
myself  with  a  lot  less  to  do." 

A  lawyer  friend  on  the  board  of 
Loral  Corp.,  a  smallish  New  York  City- 
based  firm  making  electronic  equip- 
ment used  in  jet  fighters,  plus  other 
military  electronics  hardware,  had  told 
Schwartz  about  the  company.  Loral 
was  in  trouble.  It  could  use  some  help. 
The  lawyer  suggested  Schwartz  con- 
sider an  investment  in  Loral. 

Recalls  Schwartz:  "Loral  at  the  time 
had  suffered  from  too  many  acquisi- 
tions out  of  its  area  of  expertise  that 
were   taking   up   a  disproportionate 
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he  played  offensive  guard  on  the  Yale 
junior  varsity  football  team  weighing 
all  of  150  pounds.  The  former  Chi- 
cago lawyer  and  first  general  counsel 
to  the  Department  of  Transportation 
made  few  friends  during  his  two-year 
tenure  that  ended  last  Apr.  30.  Air- 
lines almost  universally  oppose  most  of 
the  changes  supported  by  the  CAB 
under  Robson.  "I  don't  think  there 
could  ever  be  a  worse  chairman," 
sputters  one  West  Coast  executive. 

Currently  marking  time  as  a  visiting 
fellow  at  the  Republican  think-tank, 
the  American  Enterprise  Institute  for 
Public  Policy  Research  in  Washing- 
ton, Robson  recently  took  time  to  re- 
flect on  his  role  as  maverick.  First  off, 
he  denied  reports  that  his  espousal  of 
regulatory  reform  was  part  of  a  deal 
struck  when  he  was  appointed  by  ex- 
President  Ford,  who,  himself,  had  tak- 
en a  strong  position  for  less  restric- 
tive regulation.  "I  am  a  Republican, 
but  I  did  not  approach  it  as  a  phi- 
losophical issue  but  rather  as  an  eco- 
nomic one,"  Robson  said  between 
puffs  on  his  pipe. 

Robson  maintains  that  the  present 
heavily  controlled  regulatory  system 


Why  Be  Careful?  Former  CAB  Chair- 
man John  E.  Robson  thinks  the  way  to 
make  regulatory  changes  is  quickly. 


hasn't  produced  a  financially  strong 
airline  industry  and  "enhances  the  risk 
of  serious  financial  difficulty  in  the 
long  term."  Robson  brushes  aside  calls 
for  caution  in  approaching  changes  in 
the  regulatory  system  with  the  com- 
ment: "My  position  is  pretty  straight 
out.  Let's  do  it."  ■ 


amount  of  company  time.  Profits  had 
all  but  vanished."  So  why  invest? 
"Loral  still  had  a  fine  reputation  with 
the  military  and  defense  contractors 
and  it  had  some  good  potential  devel- 
opment contracts,"  he  says.  Schwartz 
bought  out  the  two  founding  partners 
who  were  under  pressure  from  the 
banks,  and  acquired  13%  of  the  stock. 

Then  came  the  1973  Arab-Israeli 
war.  Concerned  that  the  Russians  had 


Opportunist:  Accountant  Bernard 
Schwartz'  move  from  Leasco  to 
Loral  was  a  masterpiece  of  timing. 


developed  sophisticated  jamming  tech- 
niques that  could  make  U.S.  planes 
vulnerable  to  missile  attack,  the  De- 
fense Department  let  big  production 
contracts  in  electronic  warfare  devices. 
Since  then,  that  business  has  swelled 
from  under  $500  million  to  about  $2 
billion.  Loral,  in  much  improved  fi- 
nancial and  operating  shape  and  rid 
of  most  of  the  acquisitions,  grabbed 
oft  a  healthy  share  of  new  business. 
Sales  soared  from  $35  million  to  $97 
million,  and  earnings  from  $600,000 
to  $7  million.  Loral's  backlog  is  now 
at  $133  million,  most  of  it  in  profitable 
production  contracts. 

What  if  Strategic  Arms  Limitation 
Talks  with  the  Russians  succeed? 
Says  Schwartz:  "They'll  need  surveil- 
lance to  monitor  against  cheating.  And 
other  countries  are  clamoring  for  elec- 
tronic countermeasure  equipment." 

Schwartz'  $1.5-million  stock  invest- 
ment today  is  worth  over  $5  mil- 
lion. At  Reliance,  where  he  is  still  a 
director,  the  shares  sell  for  about  what 
they  were  back  in  the  early  1970s. 
Reliance  eliminated  its  cash  dividend 
in  1975.  Loral  paid  its  first  cash  div- 
idend last  year  and  raised  it  this  year. 

Bernard  Schwartz,  who  still  holds 
6,500  shares  of  Reliance,  says  he  isn't 
even  mad  at  Saul  Steinberg.  Why 
should  he  be?  ■ 
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Media  advice  from  Sacramento 


We  went  to  Sacramento  to  talk 
face  to  face  with  some  of  the 
43.8  million  American  adults  who  read 
TV  Guide  each  week.  Civic  leaders, 
retailers,  businessmen,  families. 
They're  interested,  responsive  people. 
People  you  want  your  advertising  to 
reach. 

Lend  an  ear.  Their  ideas  go  far 
beyond  Sacramento. 

Bob  Matsui,  Vice-Mayor  of  Sacramento,  told  us, 
"TV  Guide  is  one  national  magazine  that  seems  to  put  every- 
thing together  in  a  community  as  far  as  television  is  concerned 
Television  is  the  focal  point  of  the  average  family.  In  a  way, 
I  would  imagine  that  TV  Guide 


might  be  having  a  major 
impact  on  our  society." 

Each  week  about  30%  of 
all  the  adults  in  America  read 
TV  Guide.  Six  issues  extend 
that  reach  to  almost  50%. 
Imagine  the  impact  that 
can  have  on  your  product 
awareness. 

Jim  Steele,  manager  of  Payless  Drugs, 
says,  "We  find  that  people  who  see  items 
in  TV  Guide  do  come  in  and  ask  for  them 
We've  used  TV  Guide  on  our  own.  We  feel 
was  successful  or  we  wouldn't  have  done 
it  so  many  times.  There's  probably  no  other 
medium  within  our  area  where  you  can 
have  your  name  before  so  many  people'.' 

No  other  magazine  reaches  so 
many  people  so  fast,  so  often.  An 
ad  in  TV  Guide  lets  you  sell  to 
over  43.8  million  adult  readers. 
Three-quarters  of  them  in  the 
vital  18-49  buying  market. 


"I'm  super-busy,  enjoying  my  job, 
my  life,"  says  Judi  Porter,  Sacramento's 
Director  of  Tounsm.  "Any  reading  I  do 
is  a  leisure  time  activity."  About 
TV  Guide  she  says,  "I  read  most  of  the 
articles.  You  get  a  lot  of  information 
out  of  it.  I  find  it  really  interesting'.' 

You  can't  reach  Judi  Porter  with 
daytime  television.  But  TV  Guide  will 
get  you  to  36%  of  younger,  upscale 
working  women,  more  than  any  other  magazine. 

"You  can  get  program  listings  horn  the  daily  newspaper," 
says  Bill  Gaylord,  proprietor  of  Gaylord's  Mercantile  in  Old 
Sacramento  "But  I  think  the  articles  that  are  in  TV  Guide 

are  the  most  important 
feature  of  it.  It's  interesting  to 
have  a  column  like  News  Watch 
|  on  a  continuing  basis,  needling 
(■BH^Al^V         ■Px/"^mH9I  the  news  departments  of  the 


tv  networks  to  keep  them  on 
their  toes!' 

With  free  tv  listings 
available  everywhere,  people 
bought  over  1  billion  copies 
of  TV  Guide  last  year. 

Insurance  agent  Maynard  Nelson  with  his 
restored  Stearman  biplane.  "I  read  TV  Guide's  lead 
articles','  he  says,  "particularly  the  ones  that  are 
featured  on  the  cover.  I  read  about  special  programs 
to  see  whether  I  want  to  spend  time  with  them. 
I'm  an  active  kind  of  person.  I  limit  the 
amount  of  television  I  watch— one  or  two 
programs  a  day." 

Each  week,  TV  Guide  takes  you  to 
more  than  19  million  men  and  over 
24  million  women,  for  dual-market  selling 
at  the  lowest  four-color  CPM  of  any 
magazine. 
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America  reads 
TV  Guide. 
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Sell  to  America  in  TV  Guide.  First  in  circulation.  First  in  total  readers.  First  in  advertising  revenue. 


Winchelfe  donuts 
are  helping  make 
1977 another 
record  year 
for  Denny's,  Inc 

With  $100  million  in  sales, 
Winchell's  Donut  House 
Division  is  the  fastest 
growing  and  most 
profitable  donut  chain 
in  the  world. 


There  are  now  over  730  Winchell's  Donut  Houses  in  16  States  and 
two  foreign  countries.  Expansion  into  the  U.S.  East  and  Midwest  is 
accelerating. 

Unit  volumes  and  profits  are  improving  under  the  impetus  of 
superior  quality,  bright  new  premises,  new  and  unique  varieties  of 
donuts  and  pastries,  and  stepped  up  television  advertising. 

Winchell's  Donut  Houses  and  Denny's  Restaurants  span  the  low 
and  moderate  cost  segments  of  the  huge  and  growing  eating-out 
market.  During  the  past  five  years,  Denny's,  Inc.  has  been  an 
industry  leader  in  growth  of  sales,  net  income,  average  sales  per 
unit,  shareholders'  equity,  and  return  on  equity. 

Fiscal  Year  1977  (June)  promises  to  be  another  record  year, 
with  revenues  reaching  $400  million  for  the  first  time. 

Write  for  our  Nine  Months  interim  Report,  available  now, 
and  our  1977  Annual  Report:  Denny's,  Inc.  P.O.  Box  1117, 
La  Mirada,  CA  90637. 

Denny's,  Inc. 

600  Denny's  Restaurants/730  Winchell's  Donut  Houses 
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Bad  News  That's  Really  Good  News 


The  economic  upswing  is  about  to  change  character  but, 
no  matter  what  the  worriers  think,  it  is  not  ending.  Until 
now  the  consumer  has  provided  the  main  strength  for  the 
recovery.  One  computation  shows  that,  unlike  in  previous 
periods  when  consumer  spending  was  66%  of  gross  na- 
tional product,  in  1975-77  it  was  75%.  Not  much  longer. 

The  consumer  boom  has  been  healthy  because  other 
sectors  have  not  been  showing  much  vitality.  Housing, 
until  recently,  has  lagged.  Capital  outlays  by  business  have 
left  a  lot  to  be  desired.  State  and  local  governments  have 
been  belt-tightening.  Even  the  federal  government  has 
kept  its  budget  expenditures  under  projections.  This  has 
given  us  good,  but  not  super,  gains  overall. 

The  consumer  has  been  such  a  stalwart  because  buying 
power  based  on  wages  and  salary  has  been  implemented 
by  borrowing— installment  credit,  if  you  will.  This  has  per- 
mitted people  to  spend  considerably  more  than  they  earn. 
There  is  nothing  wrong  with  that  as  long  as  the  debts  do 
not  pile  too  high. 

But  now  it  seems  that  the  heavy  piling  up  of  consumer 
credit  may  soon  come  to  an  ^nd.  It  should  soon  be  time  for 
the  individual  to  sit  baclf,  rely  more  on  current  income 
and  even  use  a  part  of  salary  to  pay  off  old  loans.  The 
chart  below  shows  that  since  1949  there  have  been  seven 
distinct  times  when  consumer  credit  expanded  rapidly  in 
relation  to  disposable  personal  income  (red  line).  Each 
time  there  was  a  subsequent  period  when  the  relationship 
reversed  and  repayments  were  heavy.  The  last  such  period 


was  in  1975.  Before  that,  the  next  most  recent  was  in  1970. 

During  these  periods  when  the  consumer  was  concentrat- 
ing on  repayments  and  spending  less,  the  economy  was 
also  in  a  phase  of  slow  growth.  Generally,  the  downturn  in 
consumer  credit  preceded  the  slowdown  in  overall  GNP 
growth  by  three  to  nine  months  (black  line).  The  relation- 
ship: When  consumers  spend  less,  so  does  business. 

It  will  be  unhealthy  if  such  a  slowdown  in  consumer 
expenditures  does  not  occur.  To  help  pick  up  the  slack, 
housing  seems  to  be  improving  strongly.  There  are  early 
signs  of  some  improvement  in  capital  spending.  State  and 
local  governments,  their  budgets  more  nearly  in  balance, 
are  enlarging  their  expenditures. 

The  best  scenario  is  one  with  revolving  leadership.  When 
every  sector  is  prospering  simultaneously,  recovery  turns 
to  boom  and  boom  to  bust.  In  late  1977  or  in  1978,  when 
parts  of  the  economy  that  have  not  kept  pace  start  to 
speed  up,  a  slowdown  in  consumer  outlays  will  be  healthy. 

This  will  have  favorable  implications,  too,  for  price 
movements  and  inflation.  The  cooling  of  consumer  spend- 
ing will  free  resources  for  other  parts  of  the  economy.  The 
surge  in  prices  earlier  this  year  was  temporary  and  related 
to  weather.  Food  prices  rose  because  of  unwarranted 
fears  of  drought-caused  scarcities  (see  "The  All-Too-Nor- 
mal Granary,"  p.  29)  and  industrial  products  were  nudged 
up  by  disruptions  caused  by  severe  cold. 

So,  when  you  start  to  read  about  a  beginning  slowdown 
in  consumer  spending,  don't  panic.  Smile  instead.  ■ 


Consumer  Credit  Pulls  The  Economy 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


&V   lorfgages  Into  The  Pool 


By  Ben  Weberman 

". . .  Presto!  Through  combining  a  bunch  of  mortgages  that 
are  getting  close  to  maturity,  packagers  create  relatively 
short-term  investment  out  of  long-term  mortgages  .  .  ." 


I 


n  politics,  home  ownership  is  sac- 
rosanct. A  householder  is  one  to  be 
loved  and  coddled.  So  it  is,  too,  in  the 
financial  field  where  the  residential 
mortgage  is  a  thing  of  beauty  to  be 
admired,  stroked. 

By  themselves  mortgages  are  dread- 
ful investments.  They  come  in  odd 
shapes  and  sizes.  Some  are  redeem- 
able before  maturity,  others  not.  They 
can  run  for  ten,  20,  30  years. 

But  make  them  uniform,  and  they 
are  a  lovely  investment:  backed  by 
the  best  collateral  in  the  world— a 
family  home— self-liquidating,  high- 
yielding.  Since  there  is  no  way  to 
make  them  uniform,  the  next  best 
thing  is  to  make  large  packages  of 
mortgages,  which  brings  the  law  of 
averages  into  play  and  makes  ma- 
turities, intrust  rates  and  even  de- 
faults predictable. 

The  federal  government  and  finan- 
cial institutions  have  been  packaging 
mortgages  and  then  selling  participa- 
tions to  a  wide  variety  of  buyers.  The 
raw  material  supply  is  enormous,  to- 
taling more  than  $500  billion  of  one- 
family  and  multifamily  mortgages. 

Out  of  these  programs  have 
come:  Government  National  Mort- 
gage Association  pass-through  certifi- 
cates, Federal  Home  Loan  Mortgage 
Corp.  participation  certificates  and 
numerous  state-backed,  tax-free  Hous- 
ing Development  Authority  bonds. 
Now  savings  and  loan  institutions  are 
getting  into  the  act. 

Whatever  your  preference  in  the 
way  of  debt  securities,  it  has  become 
possible— almost— to  find  a  mortgage- 
backed  instrument  for  your  needs. 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


Commercial  banks,  led  by  Bank  of 
America,  package  mortgages  out  of 
their  portfolio,  get  insurance  against 
homeowner  default  and  sell  the  par- 
ticipations. The  Federal  Reserve  in- 
sists that,  once  put  together,  the  bank 
can  offer  no  credit  assurance  to  the 
investor,  no  moral  obligation. 

The  savings  and  loan  pools  are  cur- 
rently attracting  attention.  They  are 
being  used  to  raise  funds  for  the 
thrift  institutions.  Savings  associations 
are  always  in  need  of  additional  cash. 
So  they  have  come  up  with  a  new 
type  of  bond,  one  that  is  backed  by 
the  collateral  of  a  pool  of  mortgages. 
Presto!  Through  combining  a  bunch 
of  mortgages  that  are  getting  close  to 
final  maturity,  packagers  create  rela- 
tively short-term  investment  out  of 
long-term  mortgages. 

Top  Quality 

Mortgage-backed  bonds  have  real- 
ly blossomed  in  recent  weeks  with 
three  offerings  totaling  a  half-billion 
dollars  coming  to  market  in  less  than 
a  month.  The  first  offering  was  made 
May  26  when  American  Savings  and 
Loan  Association,  a  subsidiary  of  First 
Charter  Financial  Corp.,  marketed 
$200  million  worth  of  five-year  mort- 
gage-backed bonds  at  par,  with  a  7/4% 
coupon  to  provide  a  7.25%  return  to 
the  investor  over  the  five-year  period. 
On  June  16  Imperial  Savings  and 
Loan  Association,  a  subsidiary  of  Im- 
perial Corp.  of  America,  sold  $100 
million  of  ten-year  bonds,  callable  af- 
ter seven  years,  at  par  with  a  7.7% 
coupon  to  yield  7.7%.  The  third  offer, 
$200-million  Home  Savings  and  Loan 
Association  bonds,  will  carry  a  five- 
year  maturity.  While  it  was  not  priced 
at  the  time  of  going  to  press,  market 
expectations  call  for  a  return  some- 
what greater  than  the  7.25%  of  Ameri- 
can, but  considerably  less  than  the 
7.7%  of  Imperial. 

There  are  substantive  differences 
among  all  three  issues,  although 
Standard  &  Poor's  seems  to  agree  that 


all  should  carry  a  top-quality  rating 
of  AAA.  FHA  or  VA  mortgages  have 
been  put  up  as  collateral  to  back  the 
credit  of  American  S&L,  and  there- 
fore carry  the  federal  government's 
assurance  of  full,  or  at  least  partial, 
guarantee.  For  $200  million  of  bonds, 
American  has  pledged  $340  million  of 
mortgages,  or  170%  of  the  bonds'  par 
value.  In  effect,  the  bonds  are  covered 
fully  by  federal  mortgage  insurance. 
The  Imperial  and  Home  bonds  are 
collateralized  by  conventional  mort- 
gages. Consequently  both  thrift  orga- 
nizations must  use  relatively  more  col- 
lateral-Imperial 200%  and  Home  175% 
—to  satisfy  investors. 

Interest  rates  on  these  S&L  mort- 
gage-backed bonds  are  slightly  below 
what  an  investor  can  get  on  four-to- 
six-year  S&L  savings  certificates— 
about  7.25%  vs.  7.5%  in  the  case  of  the 
American  S&L.  But  the  bonds  have  a 
big  advantage:  You  must  take  a  much 
lower  yield  on  the  certificates  if  you 
cash  them  in  early,  while  the  bonds 
are  marketable  and  can  be  sold  at  any 
time  without  sacrificing  yield.  (There 
is,  of  course,  a  degree  of  market  risk 
in  the  bonds;  they  can  decline  in  value 
if  interest  rates  rise,  gain  in  value  if 
interest  rates  drop. ) 

Robert  M.  Adams,  first  vice  presi- 
dent-finance of  Loeb  Rhoades  &  Co., 
who  shepherded  the  American  S&L 
financing  from  borrower  to  investor, 
points  out  that  demand  has  come  from 
commercial  bank  trust  departments 
that  manage  trusts  and  want  AAA- 
and  AA-rated  securities  only.  These 
carry  a  high  return  that  is  greater 
than  on  Treasuries  or  agencies  and, 
as  of  now  at  least,  the  quality  of  the 
collateral  behind  these  bonds  is  very 
high.  Loeb  Rhoades*  Adams  adds  that 
—in  order  to  qualify  as  AAA— the 
mortgage  pools  are  restricted  to  in- 
dividual mortgages  of  $55,000  or  less, 
with  no  more  than  80%  of  the  home 
cost  financed  and  carrying  a  straight 
rate,  not  a  variable  coupon.  Minimum 
bond  denomination  is  $10,000.  ■ 
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NORTHWEST 


RECESSION 


One  way  to  tell  how 
well  a  company  is  man- 
aged is  to  see  how  it  does 
in  bad  times. 

At  Northwest  Indus- 
tries, we're  proud  of  our 
performance  in  the  coun- 
try's last  two  recessions. 

As  a  matter  of  fact,  the 
beginning  of  our  7-year 
growth  started  right  at  the 
beginning  of  the  1970 
recession.  (It  also  came 
at  the  end  of  a  7-month 
strike  at  our  Lone  Star 
Steel  Company.) 

Basic  Industries 

Our  cardinal  principle: 
Be  big  in  basic  industries, 
but  with  very  specialized 
products.  Our  companies 
concentrate  on  products 
that  are  likely  to  be  in  de- 
mand in  bad  times  as 
well  as  good. 

We're  not  saying  that 
all  of  Northwest's  com- 
panies are  unaffected  by 
recessions.  But  that's  the 
beauty  of  running  a  diver- 
sified enterprise:  com- 
panies with  good  years 
help  to  balance  off  com- 
panies with  not-so-good 
years. 

For  example,  take  our 
Lone  Star  Steel  Com- 
pany, a  major  producer 
of  tubular  steel  products 
for  the  oil  and  gas  indus- 


ANNUAL  EARNINGS  FROM  CONTINUING  OPERATIONS 

In  millions  of  dollars  (Graph  dOplCtB  (foiling  4  quarter  ■afMlfigi  plotted  quarterly  j 
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try.  Despite  the  1974-75 
recession,  drilling  activity 
was  extremely  strong— 
enabling  Lone  Star  to 
achieve  record  earnings 
in  both  years. 

Likewise,  our  con- 
sumer products  group 
resisted  the  recession  of 
1 970,  with  both  sales  and 
earnings  at  all-time  highs. 
In  fact,  one  of  the  com- 
panies, Acme  Boot  Com- 
pany, has  kept  right  on 
going  to  mark  its  eleventh 
consecutive  year  of  rec- 
ord sales  in  1976.  With 
earnings  the  best  in  the 
company's  history. 

Industry  Leaders 

Another  management 
principle  is  that  each  of 
our  companies  should 


lead  its  industry  in  both 
customer  acceptance 
and  profitability. 

And  if  any  of  our  com- 
panies needs  money  for 
improvement  or  expan- 
sion to  do  this,  they  know 
it  is  available— if  the  pro- 
jected discounted  cash 
flow  rate  of  return  ex- 
ceeds 1 5%  after  taxes. 

In  fact,  in  1974-75  we 
invested  over  $  1 80  mil- 
lion for  expansion  of  our 
companies  in  the  midst  of 
the  most  recent  reces- 
sion. And  we  financed 
these  expenditures  from 
internal  cash  flow. 

Another  reason  North- 
west stays  in  good  shape 
to  survive  recessions  is 


our  liquidity:  it  helped  us 
avoid  the  money  crunch 
of  1973-74.  And  with  a 
year-end  '76  cash  bal- 
ance of  almost  $  100  mil- 
lion and  unutilized  credit 
commitments  of  $300 
million,  you  can  see  we're 
maintaining  that  posture. 

Investments  in  our 
own  companies  help 
keep  Northwest  Indus- 
tries growing.  Since  we 
started  in  1 968,  our  net 
sales  have  more  than 
tripled.  Our  net  earnings 
from  continuing  opera- 
tions have  more  than 
quadrupled.  In  1976,  our 
return  on  stockholder 
equity  was  18.6%,  com- 
pared to  about  1 4%  for 
the  Standard  &  Poor's 
400.  Our  return  on  total 
capital  was  13.1%. 

Of  course,  just  be- 
cause we've  done  well 
through  two  recessions 
doesn't  necessarily  mean 
we'll  come  through  the 
next  with  flying  colors. 
But  we  do  think  we're 
building  a  company  that 
can  take  the  bad  times 
as  well  as  the  good. 

To  find  out  more  about 
us,  send  for  our  annual 
report  or  our  SCC  Form 
10-K.Writeusat6300 
Sears  Tower,  Chicago, 
IL  60606. 
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Don't  Waste  Time 
On  "The  Marker9 

By  Lucien  O.  Hooper 

". . .  The  market  has  discounted  some  nega- 
tives which  are  in  fact  nonexistent . . ." 


've  been  writing  about  the  market 
and  securities  for  so  long  that  I 
do  not  even  want  to  brag  about  it.  I 
should  know  much  more  than  I  do; 
but  I  suspect  that  in  what  I  don't 
know  I  may  be  wiser  than  some  of 
my  contemporaries.  I  know,  for  ex- 
ample, that  I  have  never  been  able 
to  identify  stock  market  tops  and  bot- 
toms with  any  degree  of  accuracy, 
that  tops  and  bottoms  occur  so  in- 
frequently that  we  should  not  spend 
much  time  talking  about  them. 

More  money  fails  to  be  made  and 
more  money  is  lost  by  investors  trying 
to  guess  where  "the  market"  is  going 
than  any  other  way.  I  am  amazed  that 
the  investment  public  and  the  finan- 
cial media  pay  so  much  attention  to 
opinions  about  "the  market."  It's  opin- 
ions about  individual  stocks  and 
companies  that  are  helpful. 

Since  the  beginning  of  the  year  the 
Dow  Jones  industrials,  which  most 
people  regard  as  "the  market,"  have 
had  a  maximum  fluctuation  of  about 
10%,  but  prices  of  some  stocks  are 
down  more  than  10%  and  some  are  up 
more  than  10%.  In  terms  of  broad 
trends  the  market  has  not  even  threat- 
ened to  make  a  new  high  or  a  new 
low.  Most  of  the  time,  the  "breadth" 
(the  number  of  stocks  that  have  risen 
versus  those  with  declines)  has  been 
more  encouraging  than  the  averages. 
Stocks,  like  the  economy,  have  been 
mixed  without  showing  what  might 
be  called  a  definite  trenv 

In  the  meantime,  the  pundits  and 
the  financial  press  have  been  trying 
to  predict  either  a  rising  market  or 

Mr.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  6-  McKinnon 
Securities  Inc. 


disaster.  On  balance,  their  influence 
has  probably  been  negative. 

It  is  sensible  to  think  about  "the 
market"  as  being  many  markets  rather 
than  as  only  one.  So  far  this  year 
there  has  been  a  bear  market  in  the 
old  glamours  and  a  bull  market  in  rail 
road  stocks.  The  public  has  revealed  a 
better  appetite  for  income  than  for 
long-range  appreciation.  People  seem 
more  cautious  than  venturesome. 

What  now?  As  usual,  I  don't  know 
—but  as  usual,  I  have  an  opinion.  In 
the  weeks  and  months  just  ahead,  I 
expect  more  emphasis  on  the  positive 
view.  I  think  the  market  has  discount- 
ed some  negatives  which  are  in  fact 
nonexistent.  For  instance,  over  the  in- 
termediate term  there  probably  will 
not  be  any  return  to  double-digit  infla- 
tion; and  long-term  interest  rates  are 
more  likely  to  fall  a  little  than  to  rise. 
I  can  see  no  signs  of  the  retail  busi- 
ness going  to  pot,  nor  of  a  severe  de- 
cline in  automobile  sales,  something 
that  seems  to  be  expected  in  the  low 
prices  of  the  stocks  of  Ford  Motor 
and  General  Motors. 

Certain  Gains 

There  are  all  kinds  of  roadblocks 
set  up  against  coal  developing  into 
the  heavily  used  fuel  that  it  should  be 
in  the  American  economy.  Some  of 
them  are  labor  problems,  pollu- 
tion obstacles,  political  uncertainties 
leading  to  delay  in  mine  development, 
the  cost  of  converting  furnaces  from 
gas  and  oil  to  coal,  and  the  continued 
unwillingness  of  so  many  people  to 
believe  that  there  is  any  energy  crisis. 
In  spite  of  all  this,  we  all  should  know 
that  greater  use  of  coal  is  inevitable 
even  if  it  is  delayed.  There  may  be 
no  hurry  about  buying  coal  stocks 
and  coal-related  issues,  but  I'm  sure 
that  those  who  buy  good  stocks  in 
these  categories  will  realize  good  cap- 
ital gains  in  the  years  ahead. 

While  the  glamours  may  rally  a  bit 
from  iheir  currently  somewhat  over- 


sold technical  condition,  it  seems  to 
me  that  the  institutions  and  the  pen- 
sion funds  still  own  more  of  them  than 
they  want  to  keep.  For  this  reason  I 
would  not  follow  any  rally  in  the 
glamours.  Before  they  should  be  ac- 
cumulated, I  think  it  will  be  neces- 
sary for  them  to  sell  as  much  too  low 
as  they  formerly  sold  too  high.  At 
current  prices  they  may  be  down 
around  what  they  are  worth;  but  I 
emphatically  think  they  should  sell  for 
less  than  they  are  worth  before  they 
can  be  considered  a  buy. 

Kennametal  (28)  makes  the  "busi- 
ness end"  of  cutting  tools  used  by 
the  underground  coal  mining  and  ma- 
chine tool  industries.  Its  products 
have  been  described  as  the  razor 
blades  of  these  lines,  that  is,  they  con- 
stantly need  replacing.  Earnings  for 
the  year  ending  June  30  are  estimated 
around  $2.65  a  share.  Profits  prob- 
ably have  been  penalized  by  the 
LIFO  evaluation  of  inventories  of 
tungsten,  of  which  Kennametal  is  a 
large  user  The  debt  ahead  of  the  com- 
mon stock  is  rather  small,  which  makes 
the  equity  entitled  to  a  somewhat  bet- 
ter quality  rating.  The  present  annual 
dividend  rate  is  96  cents.  This  is  one 
of  the  companies  that  should  experi- 
ence higher  earnings  when  the  coal 
business  hits  its  stride. 

Johnson  Controls  (50),  along  with 
Honeywell  (52),  is  experiencing  a 
growing  demand  for  its  services  in  re- 
ducing heating  costs  of  large  buildings. 
Johnson  is  smaller  than  Honeywell, 
but  appears  to  be  doing  close  to  half 
of  the  large  contracts  in  the  heating 
correction  business.  Earnings  some- 
where between  $4.50  and  $5  a  share 
for  Johnson  this  year  seem  attainable, 
as  against  $3.83  in  1976.  This  old, 
established  company  has  paid  divi- 
dends since  1901.  The  present  annual 
rate  is  conservative  at  $1.40  a  share 
and  could  easily  be  increased.  The 
current  price/ earnings  ratio  of  around 
10  looks  too  low.  ■ 
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.et  value  Line  Help  You  Identify 

100  STOCKS  TO  AVOID  NOW 

Vus  100  stocks  that  may  outperform 
nost  others  in  the  next  12  months 


\  otherwise  solid  stock  portfolio  can 
i  largely  undone  by  a  few  "misfits." 
>  it's  important  to  be  able  to  identify 
>eak"  stocks  as  well  as  "strong"  ones. 
)d  to  be  immediately  aware  of  signifi- 
nt  changes  in  any  of  your  stocks, 
lat's  why  The  Value  Line  Investment 
irvey  every  week  of  the  year  ranks 
50  stocks— each  relative  to  all  the  oth- 
s— for  Probable  Market  Performance 
the  next  12  Months,  as  follows: 
00  stocks  are  ranked  1  (Highest) 
I00  stocks  are  ranked  2 

(Above  Average) 
I50  stocks  are  ranked  3  (Average) 
I00  stocks  are  ranked  4 

(Below  Average) 
00  stocks  are  ranked  5  (Lowest) 
>te:  Not  every  stock  will  always  per- 
■m  in  accordance  with  its  rank.  But  it 
a  fact  that  favorably  ranked  stocks, 
a  group,  have  outperformed  poor- 
ranked  stocks  with  remarkable  con- 
itency  since  the  ranking  system  was 
roduced  in  1965. 

hile  past  performance  can  never  guar- 
tee  future  success,  this  record  of 
Dre  than  a  decade  of  successful  dis- 
mination  strongly  suggests  that  you 
n  tilt  the  investment  probabilities  in 
ur  favor  by  using  the  Value  Line 
nks. 

10  Stocks  to  avoid  now 

e  ranks  are  designed  to  measure 
obabilities.  We  expect  higher-ranked 
)cks  to  go  up  more  in  a  rising  market 
or  down  less  in  a  market  drop— than 
ver-ranked  stocks.  And  conversely . . . 
Ve  expect  the  400  stocks  ranked  4 
ir  5  for  Performance  to  go  DOWN 
/IORE  or  UP  LESS,  on  average, 
han  the  1250  others  within  the  12 
nonths  directly  ahead. 
e  400  stocks  currently  ranked  un- 
/orably  (Value  Line  June  10)  include 
me  very  big  names.  Just  a  few  of 
3m  are  U.S.  STEEL,  INTERNATION- 
.  PAPER,  STERLING  DRUG,  EXXON, 
kSTMAN   KODAK,  GREYHOUND 
)RP.,  UNION  CARBIDE,  AMERICAN 
fANAMID.  (This  may  show  why 
u  shouldn't  confuse  the  excellence  of 
zompany  with  the-current  timeliness 
a  commitment  in  the  stock.) 
>©king  for  performance? 
en  if  your  primary  objective  is  yield, 
safety,  or  long-term  appreciation,  we 
ggest  you  stay  away  from  stocks  cur- 
ntly  ranked  4  or  5  by  Value  Line  for 
>xt-12-Months  Performance, 
id,  of  course,  if  superior  relative  price 
tion  is  what  interests  you  most,  then 
» suggest  you  give  special  attention  to 
3 100  stocks  currently  ranked  1  (High- 
t)  by  Value  Line  for  Probable  Market 
»rformance  in  the  Next  12  Months, 
pdsted  every  week 
ery  week— for  EACH  of  1650  stocks 
The  Value  Line  Investment  Survey  in 


its  Summary  &  Index  presents  the  up- 
to-date  .  .  . 

a)  Rank  for  Relative  Probable  Price  Per- 
formance in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5 
(Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.1%  and  up— Value  Line  June  10.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  280%  to  415% 
range— Value  Line  June  10.) 

e)  Current  price  and  P/E,  plus  esti- 
mated annual  earnings  and  divi- 
dends in  current  12  months.  Also 
the  stock's  Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1650  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  22  se- 
ries of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Sur- 
vey for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have  found 
that  a  high  percentage  of  those  who  try 
Value  Line  for  a  short  period  stay  with  it 
on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this 
service  for  far  less  than  would  have  to 
be  charged  our  long-term  subscribers 
were  their  number  smaller.  Your  trial 
will  include  all  of  the  following: 


EVERY  WEEK  a  new  SUMMARY  & 
INDEX  section  (32  pages) . . .  show- 
ing the  current  ratings  of  1650  stocks 
for  future  relative  Price  Performance 
and  Safety— together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . . 
with  full-page  analyses  of  about  125 
stocks.  During  the  course  of  every  13 
weeks,  new  full-page  reports  like  this 
are  issued  on  all  1650  stocks,  replac- 
ing and  updating  the  previous  reports 
which  will  be  sent  to  you  as  a  bonus,  as 
stated  below.  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 
EVERY  WEEK  a  new  SELECTION 
&  OPINION  section  . . .  with  a  de- 
tailed analysis  of  an  Especially  Recom- 
mended Stock— plus  a  wealth  of  invest- 
ment background  including  the  Value 
Line  Composite  Average  of  more  than 
1650  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value 
Line's  complete  2000-page  Investors 
Reference  Service  (available  separate- 
ly for  $45),  with  our  latest  full-page 
reports  on  all  stocks  under  review — to 
be  updated  by  new  reports  sent  weekly. 
AND  THIS  BONUS,  TOO  ...  the  64- 
page  booklet,  "Investing  in  Common 
Stocks,"  which  contains  a  wealth  of 
information  on  security  analysis  and 
portfolio  management. 
MONEY  BACK  GUARANTEE 
You  take  no  risk  accepting  X'n  s  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 
To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


616C01 


SIGNATURE 


The  Value  Line  Investment  Survey  Ajfflr^i 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N. Y.  1 001 7  V 

□  Begin  rny  1 0-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 
SPECIAL  EXTRA  BONUS 
This  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 

□  1  year  for  $285.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the 


•  °S2 

cceeo 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  ful!  refund  of  the  fee  I  have  paid. 
Subscnption  tax-deductible  and  non-assign- 

(NY  residents 


able.  Foreign  rates  on  request 
calculator.)  add  sales  tax  .) 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con- 
temporary neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
In  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  for  someone  you  admire 
....  or  for  yourself.  $10 


Save  it  for  a  rainy  day . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  In 
the  heaviest  downpours. 
Red  on  blue,  double- 
ribbed  nylon  canopy. 


$20 
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FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 
Please  send  me  the  following  Capitalist 
Tool  items: 

 Necktie(s)  @  $10  each. 

 Umbrella(s)  @  $20  each. 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name_  

Address  

City  

State  


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ins. 
end  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  write  giving  phone  no.  to:  Dept.  21,  Computer  Capital  Corp. 
6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  30028 
OR  Call  Mr.  Vander:  (213)  463-4841 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  3re  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  arL  administered 
by  the  BUREAU  of  LAND  tvi.  "JAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Call  toll  free  800-527-2654  except  from  Texas 


year  ago  triple  A-rated  bonds 
were  yielding  8.5%.  Common  stocks, 
then  selling  fairly  close  to  their  recov- 
ery highs,  offered  a  dividend  return 
of  only  3.34%.  The  yield  gap  of  about 
5/4%  was  exceptionally  wide  at  the 
time,  and  professional  institutional  in- 
vestors, who  nowadays  completely 
dominate  the  bond  market  as  well  as 
the  stock  market,  made  a  perfectly 
logical  decision:  They  favored  bonds 
over  stocks. 

It  is  hardly  surprising  that  this  de- 
cision resulted  in  a  boomlet  for  bonds, 
causing  yields  to  decline  to  the  low- 
est level  in  3/2  years.  Recently  under- 
writers offered  a  40-year  New  York 
Telephone  bond  on  a  7Js%  basis,  or 
about  0.7%  less  than  the  prevailing  rate 
a  year  ago.  This  may  not  seem  like 
much  to  a  nonprofessional,  but  to  a 
bond  man  it  is  a  major  change. 

Favorable  Factor 

That  is  only  one  side  of  the  coin. 
Prices  of  industrial  stocks— and  that 
is  the  only  group  I  am  talking  about 
—suffered  a  sizable  setback,  even 
though  the  general  economy  was  pro- 
gressing rather  nicely.  At  the  same 
time  corporate  managements— finally 
realizing  that  their  shareholders,  the 
real  owners  of  the  business,  are  en- 
titled to  a  fair  reward— liberalized  their 
dividend  policies  on  a  very  broad 
scale.  Never  have  we  had  as  many 
dividend  increases  or  extras  as  in  re- 
cent months.  As  a  result  of  the  com- 
bination of  lower  stock  prices  and 
higher  dividend  payments,  the  average 
common  stock  now  offers  a  dividend 
return  of  about  4.4%.  Within  the  brief 
span  of  a  year  the  yield  gap  has  been 
narrowed  from  a  forbiddingly  wide 
5.2%  to  an  almost  tolerable  3.5%. 

Is  this  bullish?  That  is  perhaps  not 
the  right  way  to  phrase  the  question. 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


Narrowing  The 
Yield  Gap 

By  Heinz  H.  Biel 


In  my  opinion,  this  is  very  definite] 
a  favorable  factor,  though  not  nei 
essarily  a  decisive  one.  As  bonds  b< 
come  relatively  less  attractive,  it  wi 
be  easier  to  make  a  case  for  con 
mon  stocks  as  an  investment.  It  no' 
seems  likely  that  corporate  profi 
will  rise  about  15%  this  year  and  po: 
sibly  repeat  the  performance  in  197j 
If  the  present  tendency  to  trea 
shareholders  more  generously  persist 
the  yield  gap  may  well  continue  t) 
narrow— and  that's  all  to  the  good. 

Gould  (32)  has  been  mentione| 
a  number  of  times  in  this  column  dui 
ing  the  past  year  or  two.  The  com 
pany  has  done  extraordinarily  well  an 
the  stock  has  outperformed  the  maj 
ket  in  general  by  a  wide  margin.  How 
ever,  recently  it  became  known  tha 
the  company  failed  to  disclose  to  it 
shareholders  some  items  which,  u 
my  opinion,  go  to  the  heart  of  th 
matter.  One  was  a  premium  pric 
paid  to  the  chairman  of  I-T-E  Impe 
rial  Corp.  for  his  shares  after  tha 
company's  merger  into  Gould  wa 
consummated.  And  then  there  wer 
some  land  transactions  involving  th 
company  and  several  of  its  officers,  irl 
eluding  its  board  chairman, 

I  am  sure  that  these  events  will  no! 
affect  Gould's  future  adversely.  Nevj 
ertheless,  even  though  the  compan 
will  thrive  and  prosper,  I  can  no  long! 
er  recommend  purchase  of  the  stocj 
without  reservation. 

High-multiple,  former  glamouj 
stocks  are  not  the  only  group  to  tak 
a  pretty  bad  bath  this  year.  While 
can  understand  the  weakness  of  the 
steels,  for  instance,  I  think  the  selling 
of  the  chemicals  has  been  overdonel 
Monsanto  (71),  my  investment  favor) 
ite  in  this  category,  is  down  almos 
30%  from  last  year's  high  of  100,  del 
spite  the  prospect  of  record  profit: 
of  close  to  $11  a  share  this  year 
The  stock  yields  4.4%.  Union  Carbide 
(51),  down  35%  from  a  year  ago,  has 
a  multiple  of  6.4  on  the  basis  of  thi: 
year's  estimated  earnings  of  $8,  anc 
yields  5/2%.  Not  to  be  forgotten  ii 
Diamond  Sliamrock  (32),  which  ha: 
held  up  relatively  better  and  will  de 
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/e  a  renewed  buy  rating  on  any 
ther  market  weakness, 
nvestors  are  puzzled  and  trou- 
i  by  the  disappointing  market  ac- 
l  of  GM  and  Ford,  which  seems 
lpletely  to  ignore  their  earnings 
lanza  this  year.  Ford  (45)  will 
bably  earn  around  $12  a  share  on 
recendy  split  (5-for-4)  stock  for 
absurdly  low  multiple  of  3.7.  GM's 
J  is  under  6,  and  its  dividend 
d  is  close  to  10%.  Yet  there  is 
bing  mysterious  about  the  dismal 
avior  of  these  two  stocks,  as  well 
hat  of  other  automobile-related  is- 
s:  when  things  are  so  good  that 
r  can  hardly  get  any  better,  then 
•e  is  nothing  much  to  look  for- 


. .  As  bonds  become  rela- 
ely  !ess  attractive, 
vill  be  easier  to  make 
ase  for  stocks  . . ." 


d  to.  I  can  see  no  reason  why 
;e  stocks  should  outperform  the 
ket.  In  fact,  if  they  did  outper- 
n  it,  I  would  recommend  their 
.  However,  they  will  be  generous 
>me  producers. 

he  insurance  industry  had  a  pret- 
ough  time  in  1974-75.  The  compa- 
lost  money  in  their  business,  and 
r  lost  money  on  their  investments, 
;cially  some  real  estate  ventures. 

subsequent  recovery  was  swift 
,  in  some  instances,  spectacu- 
Aetna  Life  ir  Casualty  (36),  the 
;est  and,  in  the  view  of  some 
lysts,  best-managed  major  multi- 
insurance  company,  more  than 
bled  its  earnings  last  year  to  $3.91 
bare  from  the  deeply  depressed 
1  of  $1.90  in  1975.  An  even  more 
ressive  profits  increase  is  indicated 
the  current  year,  with  earnings  es- 
ites  ranging  as  high  as  $7  a  share 
even  more. 

lthough  it  would  be  unrealistic  to 
Jet  Aetna's  earnings  to  continue 
ncrease  at  the  steep  rate  enjoyed 
976  and  especially  this  year,  the 
seeable  outlook,  i.e.,  for  the  next 
•  or  two,  is  favorable.  The  divi- 
d  rate,  raised  twice  in  the  past  six 
iths,  now  stands  at  $1.60  for  a 
>  return.  With  earnings  likely  to 
roach  $8  by  1978,  a  further  divi- 
d  liberalization  seems  probable.  I 
iider  this  conservative  stock  a  sol- 
nd  attractive  investment.  ■ 


Three  ways  we  can  make  you 
more  successful  trading  the  market. 

If  you  trade  the  market  without  the  advice  of  your  broker,  we 
believe  we  can  make  you  more  successful  at  it. 

First,  we  positively  will  not  influence  your  trading  decisions.  Our 
business  is  deliberately  set  up  to  stay  out  of  them.  We  give  no 
advice,  pay  no  one  commissions,  and  carry  no  merchandise. 

Second,  we  give  you  the  best  odds  of  getting  the  best  price  on 
every  trade.  We  do  it  by  having  you  deal  directly  with  experienced 
order  execution  specialists  instead  of  securities  salesmen;  by 
backing  them  up  with  several  times  the  quotation  equipment 
available  to  most  salesmen;  and  by  providing  them  with  direct 
access  from  their  desks  to  every  exchange  and  principal  trading 
market  in  the  country.  All  of  this  results  in  both  speed  and 
savings.  Execution  and  confirmation  of  many  market  orders  occur 
while  you  are  on  the  telephone.  And  sometimes  you  save  an  extra 
1/16, 1/8  or  even  1/4  in  price. 

Third,  our  commissions  are  a  lot  lower  than  those  charged  by 
conventional  brokers.  While  our  commissions  vary  depending 
on  the  particular  trade  and  the  amount  of  business  you  do,  today 
they  average  54%  less  than  the  last  NYSE  rate  on  stocks 
and  30%  less  than  the  last  CBOE  rate  on  options.  These  discounts 
translate  into  an  average  savings  of  1%  every  time  you  turn 
your  money. 

To  find  out  more  about  how  we  can  make  you  more  successful 
at  trading  the  market,  send  the  coupon  below  for  our  free 
commissions  and  services  brochure  and  application  to  open  an 
account.  Or  call  us  directly  at  800-221-5338  toll  free.  In  New  York 
call  212-269-9127  collect. 


© 


Complete  Execution  and  Custodial  Services. 
Stocks,  Stock  Options  and  Bonds.  Members  NASD,  SIPC. 

Please  send  me  your  free  brochure  and  application. 

Name  

Address  

City  State  Zip_ 


□  Please  have  your  representative  call  me  at: 


Tel.  No. 


I 
I 

^TWW 


.Hours  to  call- 


Source  Securities  Corporation 
70  Pine  Street,  New  York,  N.Y  10005  fx>R7/77j 


NEW  MATH 


...  for  an  old  problem. 

"The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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Seattle  Slew  I'm  Not 

By  Stanley  W.  Angrist 

. .  [Here's  my]  six-month  score.  Six 
wins,  six  losses,  but  a  big  net  gain  . . ." 


I 


it  the  past  several  weeks  I  have  re- 
ceived a  number  of  letters  asking  me 
how  my  recommendations  in  Forbes 
have  turned  out.  Fair  question.  These 
requests  seem  eminently  reasonable  to 
me.  Though  I'm  not  a  professional  in- 
vestment adviser,  it  is  only  fair  that 
my  trading  suggestions  be  held  up  to 
scrutiny.  So  here  is  a  look  at  the 
trades  suggested  over  the  past  six 
mouths— from  Jan.  1  through  June  15. 

Remember,  it  is  difficult  to  evaluate 
accurately  the  success  of  these  recom- 
mendations because  readers  in  diffei 
ent  parts  of  the  country  receive 
FORBES  on  different  days.  Neverthe- 
less, I  will  try  io  estimate  al  what 
prices  traders  could  have  put  on  and 
taken  ofl  the  recommended  trades. 
The  onlj  column  which  did  nol  con 
tain  a  recommendation  in  the  six- 
month  period  was  tin-  Jan.  I  issue 
which  carried  a  warning  against  Lon- 
don commodity  options. 

In  my  Jan.  15  column  I  recommend- 
ed a  bear  spread  in  cocoa  by  going 
long  September  and  short  the  May 
contracts.  The  spread  widened  to 
1,200  points  premium  May  which 
was  the  suggested  bail-out  point. 
However,  the  spread  turned  around 
at  1,250  points  shortly  after  the  col- 
umn appeared  and  collapsed  to  near 
700  points  by  late  April.  I  am  going 
to  take  a  $600  loss  on  the  trade. 

In  the  Feb.  1  issue  I  recommended 
a  bull  spread  in  copper  of  long  May/ 
short  December  at  280  points.  The 
spread  went  off  the  board  at  around 
330  points  for  a  $125  loss. 

In  the  Feb.  15  issue  I  examined  the 
fundamentals  that  I  thought  would 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  hook  on  commodities. 


drive  soybeans  up  from  their  $4.50 
per  bushel  premium  over  corn.  By  the 
end  of  March  the  spread  reached  a 
premium  of  $6.50  per  bushel  for  a 
$10,000  profit  per  spread.  It  was  the 
best  trade  of  the  lot,  even  though  I 
thought  the  spread  would  widen  by 
only  $1  per  bushel. 

Two  weeks  later  the  market  gave 
me  a  decent-sized  portion  of  humble 
pie  with  my  Mar.  1  recommendation. 
I  suggested  buying  July  platinum  at 
around  $165  per  ounce.  Bj  mid-May 
platinum  was  down  to  the  suggested 
stop-loss  point  at  $151  for  a  $700 
loss  per  contract. 

A  $2,500  Profit 

The  grains  beckoned  again  in  the 
Mar.  15  issue  when  I  suggested  a 
spread  of  long  5,000  bushels  of  July 
corn  and  short  10,000  bushels  of  July 
oats  when  the  oats  side  carried  at 
least  a  70-cent  premium  over  the  corn 
side.  Several  traders  I  know  personally 
put  the  trade  on  when  the  premium 
exceeded  80  cents  for  the  oats.  By 
mid-June  the  premium  had  dropped 
to  38  cents,  with  the  profit  being  gen- 
erated by  the  oats  falling  out  of  bed. 
A  profit  of  $2,500  per  spread  could 
have  easily  been  obtained. 

Gold  wailed  its  siren  song  in  the 
Apr.  1  issue,  and  I  was  a  fool  to  lis- 
ten. I  recommended  a  long  position  in 
(lie  December  contract  at  around 
$155  per  ounce;  it's  now  around  $143 
and  I  believe  I  must  accept,  at  least 
foi  die  moment,  a  $1,200  loss,  even 
though  it  has  not  hit  my  stop-loss 
point  at  $136. 

Beans  called  me  back  again  in  mid 
April,  when  I  thought  that  traders 
with  strong  stomachs  and  lots  of 
money  might  want  to  go  long  July 
beans  with  a  40-cent  stop-loss.  High 
rollers  in  this  trade  could  have  picked 
up  40  cents  ($2,000)  a  bushel  be- 
fore beans  headed  south.  But  I  won't 
take  credit  for  this  high-risk  trade. 
However,  I  will  take  credit  for  the 
trade  I  recommended  for  us  low  roll- 
>ne  could  have  bought  July  and 
sold  August  beans  with  July  at  a  5- 


cent  premium  and  then  lifted,  as  I 
recommended,  at  12  cents  a  week  la- 
ter for  a  $350  profit.  The  spread 
eventually  went  on  out  to  25  cents. 

On  the  first  of  May  I  suggested 
going  long  November  orange  juice  and 
selling  the  January  contract,  with  the 
spread  around  350  points.  In  mid- 
June  it  was  over  750  points  pre- 
mium November  for  a  $600  profit. 

In  the  following  issue  I  examined 
two  hog  spreads— long  December/ 
short  October  at  even  money,  and  long 
December/short  July  at  500  points 
premium  July.  The  first  spread  is  now 
about  $75  into  the  black.  Traders 
should  have  bailed  out  of  the  second 
spread  at  700  points  premium  Julv 
for  a  $600  loss. 

The  strong  recovery  in  housing  at- 
tracted me  in  the  June  1  issue,  and  I 
recommended  a  bull  spread  in  lumber 
that  involved  buying  September  and 
selling  November  lumber  at  even 
money.  The  spread  has  moved  our 
way  by  about  $200. 

The  June  15  issue  examined  the 
cotton  market,  and  neither  of  the 
spreads  recommended  has  done  very 
well.  It  is  too  early  to  pass  judgment 
on  either  spread. 

Summing  Up 

So— that's  the  six-month  score.  Six 
wins,  six  losses,  but  a  big  net  gain. 
Note  that  virtually  the  entire  gain 
came  from  a  single  trade.  But  that  is 
the  nature  of  the  commodity  market. 
My  final  score  is  also  a  vindication  of 
a  policy  of  cutting  losses  and  letting 
profits  run,  which  kept  my  typical  loss 
smaller  than  my  typical  gain.  Overall, 
traders'  who  followed  my  recommen- 
dations could  have  netted  a  little  over 
$10,000,  not  counting  commissions  of 
$600  or  so.  (This  on  an  average 
margin  requirement  at  any  given  time 
of  about  $10,000.) 

I  hope  that  the  second  half  of  the 
year  will  prove  to  be  as  profitable,  but 
there  are  no  guarantees.  The  promise 
I  can  make  is  that  I  will  report  to  you 
again,  honestly  and  fully— meanwhile 
keeping  my  fingers  crossed.  ■ 
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uiisnore  drilling 
is  making  the  future 
even  brighter  for  f 
Panhandle  Easteriu 


Dixilyn  Corporation  has  recently 
joined  forces  with  the  Panhandle 
Eastern  group  of  energy-based 
companies.  This  acquisition 
strengthens  our  capacity  to 
contribute  to  future  energy  sup- 
plies—the most  essential  business 
in  the  United  States  today. 

Dixilyn  is  widely  respected  in 
offshore  contract  drilling  with 
more  than  a  quarter  century  of 
successful  operations.  As  a  wholly- 
owned  subsidiary  with  its  compe- 
tent management  group,  Dixilyn 
operates  six  offshore  drilling  rigs 
including  two  Pentagone-design, 
semi- submersible  units  whose 
performance  in  hostile  seas  and 
rough  weather  make  them  unsur- 
passed in  cost-effective  drilling. 


In  addition,  the  Metal  Arts  Divi- 
sion of  Dixilyn  is  one  of  the  lead- 
ing fabricators  of  specialty  metal 
structures  for  the  chemical  pro- 
cessing industry. 

Now  in  its  48th  year  as  one  of 
the  nation's  major  natural  gas  trans- 
mission companies,  Panhandle 
Eastern  is  aggressively  pursuing 
additional  energy  business  op- 
portunities while  strengthening  its 
position  in  natural  gas.  We  are 
engaged  in  oil  and  gas  exploration 
and  production,  liquid  hydrocar- 
bon extraction  and  marketing,  and 
in  1976  acquired  The  Youghiogh- 
eny  and  Ohio  Coal  Company 
which  operates  three  underground 
mines  in  Ohio. 


And  in  another  move  to  broaden 
coal  operations,  Panhandle  Eastern 
and  Peabody  Coal  Company 
have  formed  a  joint  venture  to 
mine  Western  coal  for  power 
generation  beginning  in  the  early 
1980's. 

Panhandle  Eastern  remains 
strong  in  its  basic  business  of  nat- 
ural gas  transmission  and  we  are 
also  building  the  foundation  for 
broadly  based  earnings  in  the 
future.  For  a  copy  of  our  current 
financial  results,  please  write 
Corporate  Communications,  P.O. 
Box  1642,  Houston,  Texas  77001. 


Panhandle 
Eastern 

PIPE  LINE  COMPANY 
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Stock  Trends 


Lemmings  And  Lone  Wolves 

By  Ann  C.  Brown 

". . .  The  bigger  you  are  and  the  farther  you 
fall,  the  longer  it  takes  to  recover . . ." 


\j  harles  Mackay  wrote  a  wrist-tiring 
book  over  100  years  ago  that  should 
be  in  the  library  of  every  investor. 
While  tedious  at  times,  Extraordinary 
Popular  Delusions  and  the  Madness 
of  Crowds  is  well  worth  reading,  even 
though  the  title  pretty  much  says  it 
all.  Were  the  author  alive  today,  he 
would  no  doubt  be  hard  at  work  on 
a  sequel  that  would  examine  in  detail 
relatively  recent  events  such  as  the 
cult  of  growth,  the  "gunslingers,"  one- 
decision  stocks,  two-tier  markets  and 
other  passing  phenomena.  And  then 
there  are  todays  investing  fancies— 
the  indexing  of  portfolios,  the  flight 
from  high-multiple  stocks  and  the 
back-to-basics  approach,  which  re- 
discovers things  like  book  value  and 
dividends.  There  are  even  hints  of  to- 
morrow's chapter  in  the  sudden  rash 
of  strange-bedfellow  mergers  and  ac- 
quisitions that  somehow  have  escaped 
the  label  of  "conglomerate"  by  not 
calling  themselves  conglomerates  or 
synergists. 

A  Sense  Of  Timing 

Ignoring  or  bucking  these  fads,  the 
shrewdest  investors  seem  to  have 
one  trait  in  common— knowing  when 
to  get  in  and  when  to  get  out.  Like  a 
safecracker  who  sandpapers  his  fin- 
gertips to  increase  their  sensitivity  to 
the  clicks  of  the  tumbler,  the  gifted 
buyers  and  sellers  intuitively  spot 
trends  earlier  than  the  pack,  and  pack 
it  in  when  the  masses  finally  get  the 
message.  Of  course,  even  the  best 
sometimes  miscalculate  the  strength 
of  demand  and  sell  too  soon,  rejoicing 
in  their  doubles  and  triples  only  to  see 
former  investments  continue  to  in- 
crease tenfold.  On  other  occasions, 
they  have  been  known  to  outsmart 

Ann  C.  Brown  is  vice  president  of  the  New 
York  investment  firm  of  Melhado,  Flynn 
6-  Associates,  Inc. 


themselves  by  being  so  far  ahead  of 
their  time  that  they  find  themselves 
waiting  and  waiting  with  a  do-noth- 
ing stock. 

A  possible  example  of  this  today 
may  be  the  premature  accumulation 
of  the  "fallen  angel"  stocks,  which 
seem  cheap  by  historical  standards. 
As  a  general  rule,  it  pays  to  exercise 
great  caution  in  buying  current  mar- 
ket pariahs— not  because  they  still  may 
substantially  decline,  but  because  they 
may  languish  for  some  time  at  their 
present  levels.  This  is  particularly  true 
for  larger  capitalized  companies  that 
have  a  large  number  of  stockholders 
or  former  holders  with  unpleasant 
memories.  A  new  adage  for  the  stock 
market  might  well  be  "the  bigger  you 
are  and  the  farther  you  fall,  the  long- 
er it  takes  to  recover." 

While  most  growth  stocks  are  ail- 
ing, the  fast-food  franchisers  are 
here  to  stay  and  for  one  very  sound 
reason.  Today  over  51%  of  working- 
age  women  are  in  the  labor  force, 
and  the  number  continues  to  grow. 
On  many  evenings  or  on  weekends  it's 
not  every  woman's  desire  to  spend  her 
off-the-job  hours  planning  menus, 
shopping,  preparing  food  and  clean- 
ing up— especially  when  the  whole 
tribe  can  eat  someone  else's  cooking 
for  not  much  more  than  it  would  cost 
to  buy  the  ingredients  alone. 

Fully  aware  of  the  aforementioned 
caveat  regarding  big  stocks  which 
have  had  big  declines,  let  me  mention 
that  McDonald's  Corp.  (45)  should 
earn  around  $3.40  a  share  this  year 
and  $4.25  or  so  in  1978.  Year  after 
year,  seemingly  oblivious  to  oil  em- 
bargoes, recessions,  good  competition 
and  bad  weather,  the  biggest  burger 
burgher  continues  to  rack  up  earnings 
increases  of  around  25%  a  year.  While 
some  folk  express  concern  about  mar- 
ket saturation,  that  day  does  not  as 
yet  seem  at  hand. 

Since  man  does  not  live  by  ground 
beef  alone,  this  leaves  plenty  of  room 
for  fellows  like  Church's  Fried  Chick- 
en (24),  which  operates  primarily  in 


the  South  and  Midwest  but  has  plans 
for  moving  north.  The  company  has 
a  ten-year  record  of  rising  earnings, 
and  last  year's  $2.44  a  share  could 
be  topped  by  $3.10  to  $3.20  this  year 
and  possibly  $3.50-plus  in  1978. 

Ever  since  Pizza  Hut  (31)  agreed 
to  enter  into  marital  discussions  with 
PepsiCo  (24),  its  stock  has  had  a 
50%  rise.  This  event  could  spark  interest 
in  other  successful  eatery  stocks  like 
Taco  Bell  (24),  which  registered  a 
70%  earnings  gain  last  year,  and 
Denny's  (23),  whose  1977  and  1978 
earnings  per  share  are  estimated  at 
$2.40  and  $2.80,  respectively.  Sambo's 

(16)  has  similar  appeal,  with  last 
year's  $1.85  a  share  due  to  be  topped 
by  an  estimated  $2.35  this  year  and 
perhaps  as  much  as  $2.80  the  next. 
And,  for  you  bottom-fishers,  Jerrico 

(17)  ,  down  from  its  1976  high  of  44 
because  of  weather-related  concerns, 
looks  like  it  could  show  $2.60  for  the 
fiscal  year  just  ended  and  $3.50  to 
$4.50  for  next  year. 

Taking  Off 

Airco  (33)  is  a  major  producer  of 
industrial  and  medical  gases,  metals 
and  carbon-graphite  products.  The 
company  has  shown  excellent  earnings 
growth  in  the  past  several  years, 
helped  by  a  new  management  that 
has  introduced  modem  business  tech- 
niques to  what  was  once  known  as  the 
somewhat  stodgy  and  stolid  Air  Re- 
duction Co.  Better  pricing  strategies 
and  the  divestiture  of  low-potential 
operations  has  made  Airco  a  formida- 
ble competitor  in  many  areas.  The 
company  is  currently  estimated  to 
earn  around  $5.45  a  share  this  year, 
up  from  last  year's  reported  $4.68. 
Next  year  earnings  could  approach 
$7.  Looking  at  it  another  way,  the 
company  is  presently  selling  at  a  mod- 
est 4.7  times  anticipated  1978  earn- 
ings. In  addition,  Airco's  dividend 
could  rise  sharply  in  1979  if  the  man- 
agement makes  good  on  its  intention 
of  paying  out  25%  to  35%  of  its 
earnings.  ■ 
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littering  Garbage 


c  Lord  Abbett  Bond-Debenture 
id  strives  for  high  current  income 

for  capital  appreciation.  Unlike 
;oo  many  funds,  this  relatively  new 

(started  in  1971)  has  delivered 
!i.  It  currently  yields  over  7%,  vs. 
%  for  the  Standard  &  Poor's  500 
:k  average.  In  the  past  five  years 
d-Debenture  has  appreciated  (as- 
ling  reinvestment  of  dividends  and 
ital  gains)  47%,  vs.  -2%  for  the 
rage  fund.  This  year  B-D  shows  a 
bt  gain,  while  the  popular  stock 
ket  averages  are  off  between  5% 

8%.  The  fund  is  run  from  New 
k  by  Lord,  Abbett  &  Co.,  invest- 
it  managers  and  mutual  fund 
erwriters. 

Vith  that  kind  of  record,  Lord 
>ett's  views  on  the  stock  market 
well  worth  having.  We're  happy 
;port  that  those  views  make  darned 
jrful  reading.  Lord  Abbett  Bond- 
•enture  Fund  is  decidedly  bullish 
3oth  the  bond  and  stock  markets. 
!  fund  President  Bobert  S.  Driscoll: 
erest  rates  are  going  down.  I  think 
long-term  rates  on  bonds  could  go 
7i  to  6%,  maybe  5%  in  a  couple 
ears." 

•riscoll  is  convinced  that  inflation 
eceding  despite  the  slight  bulge 
r  last  winter's  horrible  weather, 
l  corporations  and  individuals  are 
liquid,  he  says.  The  pell-mell 
insion  on  the  part  of  everyone, 
ading  the  government,  that  char- 
rized  the  1960s  and  early  1970s 
ver.  "The  best  reason  I  can  give 

is  that  the  public  does  not  like 
tion  anymore.  People  are  scared 
t.  If  they  see  signs  of  reemer- 
:e,  they  pull  in  their  horns.  This 

self-correcting  mechanism.  Look 
'hat  happened  to  that  $50  rebate. 
whologically,  we've  been  in  a  period 

1946-49  when  everyone  thought 
e  would  be  a  depression." 
arter's  energy  plan?  "Anything  to 
this  energy  situation  under  control 
ild   be  deflationary.   The  public 

spend  more  on  gas  and  the  like, 
they'll  spend  less  elsewhere.  You'll 
nore  competition  among  retailers." 
r  is  this  fund  posturing  itself  in 
v  to  take  advantage  of  this  opti- 
ic  forecast?  Answer:  aggressively, 
he  Bond-Debenture  gets  it  stellar 
ormance  in  an  unusual  manner: 
sting  in  "junk"  bonds  and  in  con- 


vertible debentures  and  preferred 
stocks.  "Junk"  is  what  Wall  Street 
calls  low-grade,  deep-discount  bonds. 
The  fund  loads  up  on  issues  that 
would  make  banks,  insurance  compa- 
nies and  rating  agencies  blanch.  Near- 
ly 10%  of  the  portfolio  is  in  the  trou- 
bled airlines  industry,  with  such  con- 
vertible issues  as  Pan  American  lis 
of  '99  and  9%s  of  '96;  TWA  5s  of  '94 
and  Allegheny  5&>  of  '87.  The  fund's 
largest  holding  is  in  Lockheed  4Ms  of 
'92,  originally  bought  at  36  and  now 
selling  at  more  than  50.  Other  non- 
blue-chip  holdings  include  Bapid- 
American,  Fedders,  Whittaker,  City 


Junkman:  Driscoll  has  done 
well  in  bonds  through  buy- 
ing risky,  low-grade  issues. 

Investing  and  Talcott  National. 

Only  about  one-fifth  of  the  portfolio 
would  qualify  as  investment  grade 
debt  with  institutional  investors. 

There  are  a  handful  of  other  funds 
that  also  make  a  point  of  concentrat- 
ing in  junk  bonds,  Keystone  B4  and 
First  Investors  Fund  for  Income  among 
them,  but  Lord  Abbett  differs  in  that 
it  puts  considerable  stress  on  convert- 
ibles, currently  over  half  the  portfolio. 
The  others  pretty  much  stick  to 
straight  debt. 

There  are  basically  two  reasons  for 
the  concentration  on  convertibles.  One 
is  that  B-D  is  optimistic  on  the  stock 
market.  "If  the  stock  market  moves 


Fenn  Square 
counts  the  result, 
not  the  race. 


Like  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 

We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Penn  Square  Mutual  Fund 

PO.  Box  1419,  Reading,  Pa.  19603 
Phone:  (215)  376-6771 
A  No-Load  Fund 


transcendent 
accommodation 

(504)  581-7300  Cable  LOUISIX 
Toll  Free  Am  Ex  Space  Bank 
800/AE8-5000 

Memoer  Distinguished  Hotels  ot  the  World 


GUARANTOR  OR  JOINT  VENTURE 


Viable  Project*  wanted  to  Joint  Venture  as  Guarantor 
Industrial  and  Commercial  expansion.  Assembly  and 
Processing  Plants,  Hospitals,  Retirement  or  Nursing 
Homes.  Sub-Divisions  or  Shopping  Centers,  Pollution 
Control,  etc. 

Established  firms  needing  operating  capital  send  your 


R.  Bernard 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 
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substantially,  we  will  participate,"  says 
portfolio  manager  R.  Patterson  War- 
lick.  Some  of  the  convertibles  are  high 
grade:  W.R.  Grace,  Deere  and  U.S. 
Steel.  They  sell  close  to  the  conversion 
price,  but  yield  more  than  the  under- 
lying common  stock. 

With  other  issues,  the  conversion 
price  is  far,  far  off.  The  attraction: 
The  yields  on  junky  convertibles  are 
often  higher  than  a  company's  straight 
debt.  Reason:  Convertibles  are  strict- 
ly subordinated,  just  a  notch  above 
the  common  stock.  The  fund  figures 
that  if  a  company  is  going  to  survive, 
you  may  as  well  get  as  big  a  yield  on 
the  investment  as  possible. 

Isn't  Lord  Abbett  taking  chances 
playing  with  such  inferior  stuff?  The 
risks  are  not  as  great  as  they  might 
appear,  reply  Driscoll  and  Warlick. 
"We  research  those  bonds  ourselves, 
and  we  are  very  careful,"  says  Warlick. 
Lord  Abbett  uses  a  rash  of  ratios,  in- 
cluding cash  flow  to  debt  service  and 
tries  to  figure  out  what  a  company's 
future  prospects  are.  A  large  compa- 
ny, such  as  Chrysler,  for  instance,  is 
more  likely  to  get  a  sympathetic  hear- 
ing from  bankers  than  is  a  much 
smaller  company.  "A  lot  of  investors 
turn  to  the  rating  agencies,"  notes 


Warlick.  "They  are  depending  on  some- 
one else's  research  and  so  they  are 
extra  careful.  This  was  our  opportunity. 
The  word  'junk'  is  an  oversimplified 
term.  It  discourages  real  thought."  By 
relying  oh  its  own  research,  Bond-De- 
benture did  not  fear  to  go  rummaging 
in  the  garbage  dump.  "We  use  ratings 
only  to  understand  what  others  are 


. .  'Interest  rates  are  go- 
ing down.  The  long-term 
rates  on  bonds  could  drop 
to  6%,  maybe  5%' . . ." 


likely  to  do,"  Warlick  says  scornfully. 

Still,  Lord  Abbett  diversifies  widely; 
its  portfolio  contains  over  150  dif- 
ferent issues.  Big  flops,  though,  are 
rare.  One  was  Chicago  &  Erie,  bought 
in  1971  for  45  and  sold  last  year  at  18. 
Another  clinker  is  American  Export 
Industries  5Jis  of  1991,  bought  for  43 
and  now  selling  at  18  and  paying  no 
interest. 

The  fund  keeps  its  yield  high  by 
selling  bonds  when  they  go  up  sub- 
stantially in  price  (thus  dropping  the 
yields)  and  reinvesting  in  other  junk 


bonds  that  still  pay  high  yields.  Fo| 
the  first  time  since  1973  lower-grad< 
issues  are  being  offered  to  the  public 
and  B-D  has  been  an  eager  buyer 
Among  them:  Zapata  10/2S  of  '97 
LTV  9&>  of  '97  (offered  with  war 
rants);  Fuqua  9Jss  of  '97  (with  war 
rants)  and  American  Airlines  8&1 
preferred  (also  with  warrants). 

Why  is  B-D  so  heavy  in  airlines 
faced  with  the  threat  of  deregulatiot 
and  the  need  for  massive  capital  tc 
replace  aging  fleets?  "You  don't  mak< 
money  without  taking  some  risk.  Th< 
airlines  are  not  likely  to  expire,"  an 
swers  Warlick,  "there  may  be  individ 
ual  companies  we  will  move  out  of 
We  see  no  real  trouble  for  the  industr 
as  a  whole  in  the  next  few  years.  Mat 
ter  of  fact,  one  of  the  sickest  may  be 
come  one  of  the  healthier  pretty  soon 
Pan  Am."  Bond-Debenture  now  own 
five  different  Pan  American  issues. 

Investors  have  been  beating  a  patl 
to  Lord  Abbett's  door:  As  of  las 
month  the  fund's  total  assets  wen 
$180  million.  It  has  had  net  sales  ii 
every  year  since  its  inception  in  197! 
—a  period  during  which  the  mutua 
fund  industry  as  a  whole  has  sufferec 
massive  redemptions.  Net  sales  so  fa 
this  year:  $5.2  million.  ■ 
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Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 
FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  the  first  day 
of  the  preceding  month. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


ART 


BUSINESS  CONNECTION! 


COLLECTORS  SERIES' 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 


ANTIQUES 


Superb  Jade  Collection,  Museum 
quality,  consisting  of  Jadeite  and 
Nephrite  Objects  from  various  peri- 
ods. Also,  Imperial  Jade  Jewelry. 
Able  to  withstand  the  most  rigorous 
investigation.  Available  in  total  or 
partially.  EDWARD  DOM  1 N IK,  9454 
Wilshire  Boulevard,  Beverly  Hills, 
California  90212.  (213)  272-3766. 


ELEC/H VAC /CONTRACTORS 
ENG/SALES/DEALERS 

Nat'l.  mfg.  co.  for  ENERGY  M 
AGEMENT  CONTROL  SYSTEM 
panding  sales  installation  and  d 
ers  in  your  local  area,  seeking  c 
pie  for  involvement  in  a  new,  uni 
mini  computer  that  reduces  po 
bills  up  to  30%.  Free  training, 
this  high  paying  position.  For 
tails  and  confidential  interview, 
or  write:  J.P.  ENERGY.  INC., 
North  Village  Ave.,  Rockville  Cen 
NY  11570. 

Call  (516)  764-9570. 


SHARING 


FAST  FACTS 
ABOUT 
FORBES 
SUBSCRIBERS 


Total  Paid  Circulation 
Top  Management 
Own  Corporate  Stock 

(Average  value  $232,000) 
Help  Make  Investment 
Decisions  for  Others 
Average  Income 
Average  Net  Worth 


650,000 
297,000 
601,250 


279,500 
$52,700 
$553,600 

Source:  1976  FORBES  Subscriber  Profile,  (Don  Bowdren  Associates) 
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REAL  ESTATE 


£p  RELOCATING? 

Hr    ...  or  want  to  buy  or  sell 

^-^®  a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  31 4 .389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franch  ses  available 
for  some  areas. 
Call  or  write  for 


details. 

Realty  USA  [ReoJ 

P  O  Box  5780F 
St  Louis.  MO  63121 


WEST  CENTRAL  FLORIDA 

:!uded  homesite!  Choice  proper- 
41.6  acres,  hiiStop  view,  beauti- 
woods,  barn,  good  water,  hard- 

i  road.  $2300  per  acre.  Terms. 

ntact:  Ruth  NEW-LANDS  Inc. 
Reg.  Real  Estate  Broker 

ry.  50  E.,  P.O.  Box  536,  Brooks- 

e,  FL  33512.  Office  (904)  796- 

35.  Aft.  Hrs.  (y04)  796-4058.  Free 

)chures. 


Looking  for  dramatic  capital  appreciation? 

INVEST  IN  CANADIAN 
GREAGE  from '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 

iLawrericeAve.W.Toronto.Ont.Canada  M5M3A8 


PRINCETON  ESTATE 

ixquisiteiy  crafted  Pennsylva- 
ia  stone  House  on  24  private 
cres  with  spring  fed  swim- 
ting  pool,  Tennis  Court  and 
weeping  lawns.  Twenty  Eight 
ooms.  Nine  full  and  Two  half 
aths.  Thirteen  fireplaces,  au- 
hentic  glazing  hardware  floors, 
earns  and  panelling.  Guest  Cot- 
age,  Four  car  garage.  Price  and 
Irochure  upon  request. 
Stewardson  &  Dougherty 

REALTORS 
366  Nassau  St.  Princeton,  N.J. 


EXECUTIVE  EDUCATION 

rERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTER'S  • 
DOCTORS 

alternate,  practical  approach  to 
;her  education  for  in-service  ex- 
jtives  who  cannot  meet  on-can- 
s  classes.  Write:  External  Reg's- 
r,  Western  Colorado  University, 
!9  Colorado  Avenue,  Grand  Junc- 
1,  Colorado  81C01,  •  "A  Recog- 
ed  Candidate  for  Accreditation, 
:rediting  Commission  on  Higher 
ucation,  National  Association  of 
tools  and  Colleges." 


ATTENTION  INVESTORS 

16,100  acres  of  grass  with  proven 
underground  water.  179  day  grow- 
ing season,  15V2"  rainfall  area.  Pur- 
chasers have  core  drilling  priviZeges. 
All  in  one  block.  $200/ace  for  irri- 
gatable  land,  $90/acre  for  grass- 
land. Contact:  Van  Schaack  Land 
Co.,  650  17th  St.,  it  1112,  Denver, 
Colorado  80202,  303/893-1100. 


280  ACRES  for  $4,950.00 

Large  sprawling  property  ideal  tor 
cattle  ranching,  investment,  and  (i 
homesteading.  In  Paraguay,  (con-  A 
sidered  by  investors  "The  Switzer-Ri 
land"  of  South  America).  Tax  fx 
benefits  lor  cattle  ranching!  For  js. 
details  and  terrns  write:  M.  Lee  \ 

Dept  FB  286  Lawrence  Ave.  W. 
Toronto,  Ont.  Canada  M5M  3A8 


FREE  CATALOG 

Big,  Free  Catalog  describes  and  pic- 
tures more  than  2,500  farms,  ranch- 
es, acreages,  recreational  proper- 
ties, businesses,  town  and  country 
homes  in  39  states  coast  to  coast! 
Please  specify  type  and  location 
preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th, 
Kansas  City,  MO  64112 


Rainbow  Homes  of 
Southern  Colorado  Inc. 

Builders  -  Custom  Homes  /  Cabins 
In  the  San  Luis  Valley  &  Sangre 
de  Cristo  Mountains 
in  Southern  Colorado 
Estimates  /  Brochures  on  Request. 

MIKE  G.  FOLSE,  P.O.  Box  152 
LA  VETA,  COLORADO  U.S.A.,  81055 
(303)  742-3682 


MONTANA  RANCH 

Large  deeded  grass  Ranch,  60  miles 
north  of  Billings.  One  contiguous 
unit  contains  both  mountain  and 
plains  country,  Good,  cheap,  simple 
operation,  60,000  acres,  $85  per 
acre.  This  is  a  Reputation  Ranch. 
Contact:  HALL  &  HALL  Incoroorated. 
Exclusive  agents  for  Sellers 
P.O.  Box  1924 
Billings,  Montana  59103 
(406)  252-2155 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fieds.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reos  and  manu- 
facturers. Details:  608  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  r/anufactur- 
ers'  Agents'  Newsletter,  Deot.  178A, 
23573  Prospect  Avenue,  Farrrvng- 
ton,  Michigan  48024. 


BUSINESS  OPPORTUNITIES 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty 
items  all  dropshipped  for  you.  No 
packing  or  shipping.  Unique  Bonus 
Plan  stimulates  orders.  Free  cata- 
log &  details  from  Giftime,  Inc., 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144, 
(215)  842-1400 

ENJOY  THE  GOOD  LIFE 

Lakeside  Recreational  Vehicle  Park 
and  Campground  in  central  N.H. 
established  in  1961.  Modern  facili- 
ties, excellent  swimming.  Sales  of 
$78,000.  Profitable  with  %  occu- 
pancy rising.  140  campsites  with 
room  for  70  more.  Near  Inter  State 
Hwy.  exit,  2  hours  from  Boston. 
Owner  retiring.  Live  in  beautiful, 
clean  and  safe  N.H.  Principals  only. 
Write:  CAMPGROUND,  Box  366-M, 
Durham,  N.H.  03824 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  fiiing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 


FUNDS  AVAILABLE 
VENTURE  CAPITAL 
ACQUISITIONS 

No  Front  Fees-Free  Consultation 

BUSINESS  AND  FINANCIAL 
CONSULTANTS 
350  Royal  Palm  Way 
Palm  Beach,  FL.  33480 
Tel.  (305)  655-3303 

MONEY  TO  LOAN 


LARGE  INSTITUTIONS  LENDING 
half  million  plus.  Technical  review 
of  requests  free.  Venture  Capital, 
one  hundred  thousand  minimum, 
with  $300.00  non  refundable  initial 
fee.  Brochures  to  William  Possi- 
dente,  Economist/Broker,  3439  Dor- 
noch, P.O.  Box  26335,  El  Paso, 
Texas  79926. 

AUTOMOBILES 

SAVE  UP  TO  $2,000  ON  NEW  CARS 

Your  Detroit  Connection  offers  new 
1977/1978  luxury  (and  other)  ve- 
hicles at  Detroit  prices  and  freight 
to  save  you  up  to  $2,000.00.  Full 
factory  warranty.  Free  Metro  Airport 
pick-up  at  delivery.  Send  make  and 
model  desired  for  firm  quotation  to: 
BONDED  BROKERS,  2547-S  Monroe 
Blvd.,  Dearborn,  Michigan  48124 

MGM'T  &  SALES  MEETINGS 


TRAVEL 


Sail  a  tall  ship 

kSkto  small  Caribbean  islands. 

6  or  14  days  from  $290. 

Wnte  for  free  Adventure  Booklet. 
Boxl20.Dept.346 
Miami  Beach,  Fla.  33139. 


★  SAVE  UP  TO  50%  -  at  hundreds 
of  nationally  known  hotels  aid  mo- 
tels in  over  200  cities.  A  necessity 
for  the  once  a  year  traveler  as  well 
as  the  frequent  business  traveler. 
Write  for  information: 
INTERNATIONAL  TRAVEL  CARD 
P.O.  Box  716,  Dept.  41 
Binghamton,  NY  13902 
(607)  722-2177 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  of  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

ljVP 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


PERSONAL  SERVICES 

Divorce  24  Hours 

Mutual  or  contested  actions,  low 
cost,  Haiti  or  Dominican  Republic. 
For  information  send  $3.75  for  24- 
page  booklet/postage/handling  to: 
ODA,  P.O.  Box  5,  Hyattsville,  Mary- 
land 20781,  USA.  Suburb  Washing- 
ton, D.C.  (301)  559-2342.  Worldwide 
service.  Dr.  von  Goihman. 

EMPLOYMENT  SERVICES 


UNDER  PAID?  OVER  PAID? 

What  am  I  worth  to  this  company? 
What  will  I  be  worth  to  another 
company  -  if  -  I  need  to  rr.ake  a 
change-Executive  Salary  Analysis 
lets  you  make  an  expert  appraisal 
of  your  worth  and  your  salab'e 
talent.  Send  $3.95  to: 
Executive  Salary  Research  Co. 
Dept.  FC  -777 

P.O.  Box  832  -  Lima,  Ohio  45802 

POSITIONS  WANTED 

RESPONSIBLE  MAN 

Age  40,  18  years  experience  Import 
-  Export  -  Banking  —  Shipping  — 
Insurance  -  Wholesa'e  -  Retail  - 
in  Egypt  +  Middle  East  -f  Africa 
+  U.S.A.  -  College  Degree  +  Fluent 
English,  French,  Arabic  seeks  posi- 
tion or  representation  of  U.S.  firm 
in  U.S.  or  overseas.  Wr.te,  F.  Heg- 
azy,  16761  View  Point  Lane  #338, 
Huntington  Beach.  California  92647. 
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AlKBcbS   C  API  TALI  <2>  I    I  UUL        One  out  of  every  13  FORBES  subscribers  is  a  millionaire 


"If  Freud  weie  liv- 
ing at  this  hour, 
he  would  not 
have  to  ask 

'What  does 
a  woman 

want?'  The  answer 
is,  a  big  serve"  time 

Timothy  Foote.  Senior  Editor 


"Something  more  than  just  racquet  hitting  ball  all 
too  often  becomes  involved.  That  is  what  is 
making  mixed-doubles  play  a  fresh  battleground 
in  the  ancient  war  between  the  sexes. " 


The  current  tennis  boom  has  been 
variously  described  as  a  sports 
phenomenon,  a  social  craze,  a 
marketing  miracle  second  only  to  the 
hula-hoop. 

Leave  it  to  TIME  Magazine  to 
discover  the  real  significance.  Mixed 
doubles  is  a  psychodrama  in  shorts 
and  sneakers;  catharsis  in  catgut  for 


bedroom  antagonisms;  a  primitive 
arena  where  all  the  cavepersons  have 
clubs.  Such  an  article  is  quintessential 
TIME:  a  nourishing  confection  of 
erudition,  wit  and  common  sense.  It's 
the  sort  of  writing  that  has  won  for 
TIME  more  readers  around  the  world 
than  for  any  other  newsmagazine. 
TIME,  The  Weekly  Newsmagazine. 


Forbes 
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■  on  the 

OUghtS  . . .  Business  of  Life 


The  strength  of  a  country 
is  the  strength  of 
its  religious  convictions. 
Calvin  Coolidge 


For  every  nation  that  lives  peaceably, 
there  will  be  many  others 
to  grow  hard  and  push  their 
arrogance  to  extremes;  the  gods 
attend  to  these  things  slowly. 
But  they  attend  to  those  who 
put  off  God  and  turn  to  madness. 
Sophocles 


It  is  the  folly  of  the  world, 
constantly,  which  confounds 
its  wisdom. 

Oliver  Wendell  Holmes 


Politeness  is  good  nature 
regulated  by  good  sense. 
Sydney  Smith 


Kindness  is  a  language  the 
dumb  can  speak  and  the  deaf 
can  hear  and  understand. 
Christian  Bovee 


The  heart  has  always 
the  pardoning  power. 
Anne  Swetchine 


We  forgive  so  long  as  we  love. 
La  Bochefoucauld 


My  countrymen,  one  and  all, 

think  calmly  and  well 

upon  this  whole  subject. 

Nothing  valuable  can  be  lost 

by  taking  time.  .  .  .  Intelligence, 

patriotism,  Christianity  and 

a  firm  reliance  on  Him  who  has 

never  yet  forsaken  this  favored  land 

are  still  competent  to  adjust 

in  the  best  way  all  our 

present  difficulty.  In  your  hands, 

my  dissatisfied  countrymen, 

are  the  momentous  issues. 

Abraham  Lincoln 


All  doors  are  open  to  courtesy. 
Thomas  Fuller 


The  best  happiness  insurance 
is  kindness.  The  premiums 
are  thoughtfulness. 
Arnold  Glasow 


/  have  often  had  this  thought: 
More  than  half  the  tragic  number 
of  fatal  automobile  accidents 
every  year  are  due  to  lack  of 
kindness,  lack  of  courtesy,  lack 
of  consideration.  If  drivers 
elected,  under  any  and  all 
circumstances,  to  defer  politely 
to  the  other,  collisions  could, 
more  often  than  not,  be  avoided. 
And  so  could  collisions  in 
other  phases  of  life. 
Be  kind! 
B.C.  Forbes 


If  a  man  be  gracious  and 
courteous  to  strangers,  it  shows 
he  is  a  citizen  of  the  world. 
Francis  Bacon 


Patience  is  a  great  virtue, 
but  when  the  thermometer  passes  90, 
it  is  no  longer  to  be  expected. 
William  Feather 


Kindness  is  wisdom;  there  is  none 
in  life  but  needs  it,  and  may  learn. 
Gamaliel  Bailey 


The  character  that  needs  law 
to  mend  it  is  hardly  worth 
the  tinkering. 

Douclas  William  Jerrold 


It  is  much  easier  to  be  critical 
than  to  be  correct. 
Benjamin  Disraeli 


The  only  purpose  for  which 
power  can  be  rightfully  exercised 
over  any  member  of  the  community, 
against  his  will,  is  to  prevent 
harm  to  others.  His  own  good, 
whether  physical  or  moral, 
is  not  sufficient  warrant.  Each 
person  is  the  proper  guardian 
of  his  own  health,  whether 
bodily  or  mental  and  spiritual. 
John  Stuart  Mill 


Kindness  is  the  beginning 
and  the  end  of  the  law. 
Hebrew  Proverb 


The  only  true  source  of  politeness 
is  consideration— that  vigilant 
moral  sense  which  never  loses 
sight  of  the  rights,  the  claims 
and  the  sensibilities  of  others. 
William  Simms 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and.  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 

Sent  in  by  Mrs.  Henry  T.  Fisher, 
Wilmington,  Del.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


It  is  of  the  Lord's  mercies  that  wc 
are  not  consumed,  because  his  com- 
passions fail  not.  They  are  new  every 
morning:  great  is  thy  faithfulness. 
Lamentations  3:22,23 
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Now.  Only  1  mg  tar. 

This  is  more  than  just  low  'tax'.  This  is  ultra-low 'tar! 
This  is  Now,  a  cigarette  with  only  1  mg  'tar!  If  you  want  to  be  sure 
you're  getting  ultra-low  'tar;  count  all  the  way  down  to  Now's  number 

The  ultra-low  tar  cigarette. 


Warning  .  The  Surgeon  General  Has  Determ  ned 
lhat  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER,  MENTHOL:  1  rug.  "tar",  .1  mg.  nicotine  av.  per  cigarette,  FTC  Report  DEC. 


It  Takes  Two  Xerox  To  Equal  The  Productivity 
3100  s  Of  One  Savin  780 ! 


The  people  who  manufacture  copiers  try  to  dazzle  you 
with  the  speeds  of  their  machines.  Claims  of  up  to  60 
copies  per  minute,  from  the  same  original,  are  not 
unusual.  But,  a  copier's  ability  to  do  the  same  thing 
over  and  over  is  no  measure  of  its  productivity.  Most 
people  make  just  a  few  copies  from  several  different 
originals  at  a  time.  And  when  you  add  up  the  speed  at 
which  most  copiers  accomplish  that,  a  lot  of  their  glitter 
is  dulled  because  of  their  lackluster  performance. 

Take  Two  Xerox  3100's  For  Example 

Like  the  Savin  780,  the  Xerox  3100  has  a  repetitive  copy 
speed  of  20  copies  per  minute.  But  that's  where  the 
similarity  ends.  The  3100  will  make  copies  of  only  5 
different  originals  per  minute.  The  reason  for  this  poor 
productivity  is  the  time  wasted  with  each  original: 
opening  and  closing  covers,  positioning  each  original, 
pushing  the  print  button,  and  waiting  for  the  print  cycle 
to  complete  so  you  can. start  the  whole  process  over 
again  with  the  next  original.  The  result  is  that  it  takes  at 
least  two  Xerox  3100's  to  equal  the  productivity  of  just 
one  Savin  780!  In  those  cases  where  you're  making  a 
copy  from  many  originals  it  could  take  three  or  even 
four  3100's  to  equal  the  productivity  of  one  Savin  780! 

Take  One  Savin  780  For  Productivity 

The  Savin  780  plain  paper  copier  will  not  only  make  20 
copies  per  minute,  it  will  copy  20  different  originals  per 
minute!  Our  machine  has  a  document  feed  that  auto- 
matically positions  and  transports  each  original  through 
the  copier,  delivering  clean,  clear,  needle  sharp  copies 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


©Savin,  Savin  logotype  and  Savin  780  arc  registered  trademarks  of  Savin  Business 

Machines  Corporation. 
©Xerox  and  Xerox  3100  are  registered  trademarks  of  Xerox  Corporation. 


every  time.  There  are  no  buttons  to  keep  pushing,  no 
covers  to  keep  opening  and  closing  — no  shuffling  of 
papers.  When  you  do  multiple  copies,  the  advantages 
continue  to  add  up.  Need  3  copies  each  from  3  different 
originals— the  Savin  780  will  accomplish  that  twice  as 
fast  as  the  Xerox  3100. 

Productivity  Is  Not  The  Only  Benefit  In  The  Savin  780 
Paper  handling  devices  have  been  available,  as  an 
option,  for  many  years.  With  the  Savin  780  it's  stand- 
ard! In  addition,  for  more  money  most  copiers  allow  you 
to  add  on  a  sorter  attachment.  With  the  Savin  780,  for 
most  copying  needs,  you  don't  need  one.  Our  machine 
returns  the  originals  and  copies  to  you,  collated.  To 
copy  books,  periodicals,  and  other  oversize  originals, 
you  simply  lift  the  document  feed  and  push  the  print 
button. 

Contact  us  for  a  demonstration,  today.  We'll  do  it  right 
in  your  office  alongside  your  present  copier.  The  odds 
are  better  than  2  to  1  you'll  come  out  way  ahead  with 
the  Savin  780.  Get  in  touch  with  your  nearest  Savin 
representative  or  fill  out  the  coupon  below. 


r  ^ 

.   Savin,  Valhalla,  N.Y.  10595  F7715  | 

□  Please  provide  additional  information  about  the 
Savin  780  plain  paper  copier. 

~   Name/Title   ■ 

■   Firm    I 

|  Address  

I    Telephone   ■ 

City  State  Zip   | 

!      U-Mlflil.  j 

I  J 
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low  to  Achieve  Total  Financial  Freedom 


'Millionaires  Are  Not  100  Times  Smarter  Than 
fou,  They  Just  Know  The  Wealth  Formula." 


We've  never  met  and  probably  never 
ill,  but  I  think  we  share  a  common  in- 
rest.  That  interest  is  in  achieving 
>mplete  and  total  financial  freedom. 

Because  of  this  common  interest,  I 
link  we  can  be  of  great  help  to  each 
;her.  You  see,  a  little  over  twelve 
onths  ago  my  net  worth  reached  the 
agic  million  dollar  mark,  and  it  only 
iok  me  48  months  to  achieve  that. 

That  might  not  impress  you,  but  if 
>u  had  seen  me  just  a  few  years  ago, 
>u  might  wonder  how  I  did  it.  I  lived 

Denver  then,  in  a  cramped,  tumbled 
>wn  house  at  2545  South  High  Street, 
y  wife  was  expecting  our  second  child 
id  we  were  so  broke  we  had  to  borrow 
150.00  from  a  relative  just  to  buy 
iod  and  pay  the  rent. 

By  the  way,  I  know  I  didn't  make  a 
illion  dollars  because  of  my  superior 
tellect  —  I  barely  got  through  Ames 
igh  School  (Ames,  Iowa)  with  a  C 
'erage  and  I  think  that  if  you'll  stop 
id  think,  you'll  realize  and  agree,  there 
not  a  single  millionaire  that  is  10,  20, 
■  50  times  smarter  than  you,  or  that 
orks  10,  20,  or  50  times  harder  or 
nger  than  you. 

Now,  how  can  we  help  each  other?  I 
n  willing  to  share  everything  I  have 
arned  and  know  that  would  help  and 
lide  you  to  achieve  your  own  financial 
eedom  and  independence.  But  the 
ily  way  I  would  ever  give  you  my 
crets,  methods  and  formulas  is  if  I 
;nefit  also.  Because  as  you  will  find 
hen  you  reach  your  ultimate  financial 
>als,  you  really  don't  want  to  stop 
lere  but  you  are  motivated  to  go  and 
ake  more.  It  seems  that  most  people 
ho  are  charging  for  financial  advice 
ive  studied  how  to  "do  it"  but  have 
;ver  actually  "done  it"  themselves, 
ou  will  find  as  you  read  my  formulas, 
lat  since  I  have  actually  achieved  total 
nancial  freedom  myself,  that  you  will 
ceive  from  me  more  than  just  the 
otivation  to  achieve  your  own  finan- 
al  independence,  but  a  workable  step 
/  step  plan  to  actually  do  it. 

You  may  have  seen  part  of  my  form- 
as  described  in  various  publications, 
ich  as  the  November  edition  of  Na- 
ans  Business,  page  69.  This  work  is 
ititled  How  To  Wake  Up  The  Financial 
enius  Inside  You.  The  various  formu- 
s  contained  in  the  volume  will  show 
iu  exactly  how  you  can  do  each  of  the 
•llowing: 

•  buy  income  properties  for  as 
little  as  $100  down. 

•  begin  without  any  cash. 

•  put  $10,000  cash  and  more  in 
your  pocket  each  time  you  buy 
(without  selling  property) 

•  compound  your  assets  at  100% 
yearly. 

•  legally  avoid  paying  federal  or 
state  income  taxes. 

•  buy  bargains  at  one-half  the 
market  value. 

If  you  apply  these  formulas  and 
ethods  you  will  find  in  a  very  short 
me,  you  will  be  able  to  spend  three 
eeks  out  of  every  month  doing  any- 
ling  you  care  to  do,  and  I  think,  at 


that  time,  you  will  find  as  I  have,  that 
spending  several  weeks  on  the  beaches 
of  Hawaii,  or  on  the  ski  slopes  of 
Colorado,  or  just  sightseeing  in  Europe, 
or  any  other  place  in  the  world,  you  be- 
gin to  understand  what  real  freedom  is 
all  about. 

Most  people  think  that  it  would  be 
impossible  to  do  some  of  the  things 
listed  above.  For  example,  to  buy  a 
property,  and  at  the  same  time  put 
$10,000  (or  more)  cash  in  your  pocket 
without  selling  the  property,  or  to 
buy  a  property  with  little  or  no  cash 
down. 

Believe  me,  it  is  possible  and  fairly 
simple.  This  is  exactly  how  most 
wealthy  people  actually  do  make  10, 
20,  or  50  times  more  money  than  you 
do. 

These  formulas  of  mine  do  not  have 
to  be  used  with  income  properties  only. 
They  actually  can  be  applied  to  virtually 
any  asset. 

While  I  was  struggling  on  making  my 
first  million,  I  often  thought  how  nice  it 
would  be  to  have  the  personal  advice 
and  counsel  from  someone  who  made 
a  fortune  starting  with  nothing. 

What  would  I  have  been  willing  to 
pay  for  this  service?  I  can  tell  you  one 
thing  for  sure,  it  would  have  been  a  lot 
more  than  the  $12.00  that  I'm  going  to 
ask  you  to  invest  in  your  financial 
future. 

What  will  this  $12.00  actually  do  for 
you?  It  will  give  you  a  complete  step 
by  step  plan  that  you  can  follow  to 
become  totally  and  completely 
financially  independent. 

Please  try  to  understand  my  dilema. 
I'm  not  a  New  York  advertising  agency, 
with  all  their  professional  skill  and 
manpower  to  write  a  powerful  and 
persuasive  ad  to  convince  you  that  I  can 
make  you  financially  independent.  I  am 
just  somebody  who  has  actually  'done 
it',  and  can  really  show  you  how  to  'do 
it'. 

What  would  you  do,  if  you  were  in 
my  shoes.  You  have  in  excess  of 
$1,000,000  net  worth,  you  have  a  desire 
to  share  your  formula  with  others, 
because  you  not  only  have  a  simple, 
honest  and  workable  method  whereby 
others  too  can  enjoy  the  riches  of  this 
land,  but  you  also  want  to  benefit  and 
make  money  from  sharing  this  informa- 
tion, so  you  can  continue  to  grow 
financially. 

I  think  you  might  do  what  I'm  doing 
—  that  is  to  write  a  simple  open  letter  to 
the  type  of  people  who  share  similiar 
goals  as  mine  asking  them  to  try  the 
formulas  for  themselves,  to  see  if  they 
work  as  well  as  the  claims  described. 
Because,  I  know,  as  you  would  know  if 
you  were  in  my  shoes,  that  if  I  can  just 
convince  you  to  test  my  formulas  and 
methods,  you  will  see  for  yourself  that 
they  will  work  as  easily  for  you  as  they 
did  for  me. 

It's  really  quite  frustrating  to  have 
something  so  valuable  as  I  know  I  have, 
but  lack  the  skill  to  convince  people  to 
try  it  for  themselves.  I  hope  by  my 
simple,  direct  approach,  I  can  convince 


Mark  O.  Haroldsen 
Millionaire  in  48  Months 

you  to  try  my  formulas. 

It  seems  the  majority  of  the  people 
in  our  rich  country  lose,  not  because 
they  lack  intelligence,  or  even  will- 
power, but  because  of  procrastination, 
or  lack  of  action  —  please  don't  be  like 
the  masses.  Make  a  decision  while  you 
have  this  paper  in  your  hands.  Make  a 
decision  now  to  either  act  now  and  send 
for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to 
subscribe,  do  it  now,  not  later.  Other- 
wise, you  may  lose,  just  by  default. 

To  order,  simply  take  any  size  paper, 
write  the  words  "Financial  Freedom 
Package",  and  send  it  along  with  a 
check  for  $12.00  to  Mark  O.  Haroldsen, 
Inc.,  Dept.E-760,  Tudor  Mansion  Bldg., 
4751  South  Holladay  Blvd.,  Salt  Lake 
City,  Utah  84117. 

If  you  send  for  my  materials  now, 
I  will  also  send  you  documents  that  will 
show  you  precisely  how  you  can  easily 
borrow  from  $20,000  to  $200,000  at 
2%  above  the  prime  rate  using  just  your 
signature  as  collateral. 

Mark  O.  Haroldsen 


P.S.  If  you  are  still  somewhat  skep- 
tical, and  believe  me,  when  I  started  out 
I  certainly  was,  because  of  the  many 
people  in  the  world  trying  to  deceive 
others.  I  would  encourage  you  to 
postdate  your  check  by  30  days,  and  1 
promise  and  guarantee  that  it  will  not 
be  deposited  for  at  least  those  30  days, 
and  if  for  any  reason  you  do  not  think 
that  what  I  have  sent  you  lives  up,  in 
every  aspect  to  what  I  told  you  in  this 
letter,  send  the  material  back,  and  I  will 
quickly,  without  question,  refund  your 
money  and  send  back  your  own  un- 
cashed  check  or  money  order.  Also,  if 
you  would  like  to  check  a  few  of  my 
references,  I  have  listed  some  below. 

Tracy  Collins  Bank  &  Trust,  107 
South  Main,  Salt  Lake  City  Utah 
Attn.:  Beverly  Smith,  Manager. 

Charles  Huber,  CP. A.,  1850  Benefi- 
cial Life  Towers,  Salt  Lake  City,  Utah. 
801-531-8286. 
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These  men  represent  the  depth  and  breadth  of  talent  available  in  the  Capital  Markets  Group.  Who  are  they!  See  right. 


"Wdrc  making  the  biggest  the  best. 

It's  that  simple." 


Announcing  the  Merrill  Lynch 
Capital  Markets  Group— a  new  team 
created  to  serve  our  corporate, 
governmental  and  institutional 
clients.  Worldwide. 

"The  basic  idea  is  quite  simple. 

"All  the  Merrill  Lynch  units  that 
serve  ourcorporate,  governmental,  and 
institutional  clients  are  now  members  of 
the  same  team. 

(That's  Bill  Schreyer  talking,  head  of 
the  new  Merrill  Lynch  Capital  Markets 
Group.  Recently  he  was  asked  why  the 
group  was  organized. ) 


"Our  old  approach  worked  quite 
well.  We've  been  number  one  in  man- 
aged corporate  underwritings  since  1971. 
Last  year,  we  led  the  industry  in  the  man- 
agement of  municipal  bond  issues.  We're 
acknowledged  leaders  in  the  underwrit- 
ing and  trading  of  governmental  securi- 
ties, and  we're  one  of  the  top  equity 
block  traders.  So  the  accomplishments 
are  there. 

Capital  needs  have  grown. 

"But  times  change.  The  capital  needs 
of  our  corporate  and  governmental 


clients  have  grown  enormously.  Our 
institutional  clients  trade  more  aggres- 
sively. They  need  broader  and  more 
sophisticated  services.  All  of  this  is  hap- 
pening in  an  atmosphere  of  much  more 
competitive  capital  markets  in  the  U.S. 
and  abroad. 

"Which  has  led  us  to  rethink  the 
organization  of  our  investment  banking, 
trading,  and  institutional  services  so  we 
can  serve  our  clients  better  in  the  coming 
capital  markets  environment. 

The  skill  behind  the  strength 

"I've  asked  for  a  group  photograph  of 
some  of  our  Managing  Directors  to  be 
included  at  left  to  make  a  fundamental 
point.  These  people  and  the  other  profes- 
sionals working  with  them  are  the  real 
strength  of  Merrill  Lynch  in  investment 
banking,  trading  and  institutional  ser- 
vices. They're  the  brains  behind  the 
brawn.  And  I  want  them  to  have  the  rec- 
ognition they  deserve. 

"For  too  long  now,  we've  lived  in  the 
shadow  of  our  distribution  power.  Sure, 
we  have  it  —  in  spades.  And  we  intend  to 
continue  our  emphasis  on  excellence  in 
distribution  for  one  simple  reason—  it 
benefits  our  clients.  That's  why  the  other 
major  firms  are  trying  their  darnedest  to 
become  more  like  us  in  that  respect. 

"But  we  also  have  a  group  of  talented 
people  second  to  none— professionals 
who  can  put  a  deal  together  with  con- 
summate skill.  So  we  want  our  clients  to 
be  as  aware  of  the  talents  of  our  people  as 
they  are  of  our  size  and  strength. 

Our  commitment  to  excellence 

"I  guess  you  can  tell  by  the  way  I've 
been  talking  that  I'm  fired  up  about  this 
thing.  But  what  comes  through  loud  and 


clear  when  you  talk  with  these  profes- 
sionals is  that  they  are,  too.  The  feeling 
runs  right  through  the  whole  group. 

"So  it's  not  just  changing  titles  and 
putting  pictures  in  ads.  All  of  us  here  are 
committed  to  the  Merrill  Lynch  tradition 
of  being  number  one.  We're  here  to  win." 


1 .  Samuel  E.  Hunter, 

Equity  Trading 

2 .  Jean  J.  Rousseau, 

Municipal  Bond  Underwriting 
and  Trading 

3.  Robert  H.  Meyerhoff, 

U.S.  Government  and  Money 
Market  Securities  Trading 


4.  William  A.  Schreyer, 

Chairman,  Capital  Markets 
Committee 

5.  Douglas  D.  Milne,  Jr., 

Institutional  Sales 

6.  Richard  C.  Dunham, 

Corporate  Bond  Trading 

7.  Harold  J.  Berry, 

Chairman,  Investment 
Banking  Committee 


Merrill  Lynch 
Capital  Markets  Group 

)  Copyright  1977,  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 
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Meet  John  Berry 

For  nearly  a  dozen  years,  John 
Berry  has  been  observing  the  way 
things  get  done  in  the  nation's  cap- 
ital. Whether  it  is  the  delicate 
dance  of  legislation  in  Congress, 
in-fighting  among  executive  branch 
bureaucrats,  or  the  sometimes  as- 
tute, sometimes  clumsy  ways  in 
which  pressure  groups  seek  to  in- 
fluence the  outcome,  to  Berry  it 
is  all  a  marvelous  show. 

John  M.  Berry,  a  big  but  low- 
key  man  of  38,  has  just  joined 
Forbes  as  manager  of  our  expand- 
ing Washington  bureau.  After  ma- 
joring in  economics  at  Wesleyan 
University  in  Connecticut  and  do- 
ing graduate  work  in  political  sci- 
ence at  the  University  of  Maryland, 
Berry  did  a  brief  stint  on  his  home- 
town newspaper,  the  Johnson  City 
Press-Chronicle,  in  the  mountains 
of  East  Tennessee,  then  spent  sev- 
eral years  with  the  Providence 
Journal.  He  first  went  to  Washing- 
ton in  1965  in  a  congressional  fel- 
lowship program,  later  joined 
McGraw-Hill's  Washington  bu- 
reau to  cover  economics.  For  the 
past  four  years  he  has  been  the  na- 
tional economics  correspondent  for 
Time  magazine. 

Why  is  Berry  crossing  over? 
Forbes  offers  him  a  challenge— 
"the  opportunity  to  be  a  bureau 
chief  instead  of  just  a  correspon- 
dent." Also,  coming  to  a  relatively 
small  operation  from  a  large,  di- 
versified one,  Berry  says  he  will  no 
longer  "have  to  plot  a  campaign  to 
get  a  story  into  the  magazine." 

Aside  from  writing,  Berry  loves 
sailing  and  restoring  (with  the 
help  of  his  wife  Mary,  and  his 
children,  ages  five  and  seven)  an 
early  19th-century  town  house  in 
Alexandria,  Va. 

Yet  another  reason  John  Berry 
cites  for  joining  our  staff  is  this 
magazine's  continuing  upward  mo- 
mentum. Three  recent  items,  all  of 
which  were  unsolicited,  illustrate 
this  momentum: 

1)  A  survey  done  by  the  re- 
spected research  firm  of  Erdos  & 
Morgan  for  our  competitor,  For- 
tune magazine,  contained  this  in- 
teresting tidbit:  Among  top  cor- 
porate officers,  70%  said  they  either 
read  or  looked  into  three  or  four 
out  of  four  issues  of  Forbes;  only 


Washington  Bureau  Chief  Berry 


did  the  same  for  Busines 
Week;  Fortune  trailed  with  51%. 

2)  In  its  first  quarterly  repor 
for  1977,  Merrill  Lynch  &  Co.  men 
tioned  a  survey  among  its  stock 
holders  as  to  which  business  pub 
lication  they  found  the  most  in 
formative.  Of  those  surveyed,  341 
listed  Forbes,  16.9%  Busines 
Week,  6.5%  Fortune. 

3)  Thomas  P.  Murphy,  a  Con 
necticut  venture  capitalist  and  one 
time  Fortune  writer,  now  does  i 
monthly  column  for  Forbes  oi 
venture  capital.  In  his  Apr.  15  col 
umn  Murphy  mentioned  that  th> 
Small  Business  Administration  hat 
available  a  report  on  venture  cap 
ital  and  equity  capital  for  smal 
business.  Says  Murphy:  "The  re 
port  had  been  around  for  severa 
months  before  I  mentioned  it,  and 
the  SBA  had  received  2,000  re 
quests.  Interest  was  flagging.  As 
result  of  the  column  [in  Forbes 
"some  9,000  requests  poured  in. 
Adds  Murphy:  "I  was  ove 
whelmed." 

Reaching  the  reader  is  the  fin 
but  essential  step  in  journalis 
When  that  doesn't  happen,  all  t 
previous  moves  are  missteps, 
matter  how  carefully  or  beautifull 
executed.  These  compliments,  th 
sweeter  for  being  completely 
solicited,  seem  to  show  that  w 
are  getting  through.  ■ 
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98  REGENCY 

THE  MARRIAGE 
OF  LOGIC  AND 
LUXURY 

Some  decisions  in  life,  fortunately,  are  never 
made  for  purely  logical  reasons.  And  that's 
true  of  the  thinking  man's 
luxury  car,  the  Oldsmobile 
98  Regency. 

When  you  buy  a 
Regency,  it's  easy  to  see 
what  the  attraction  was  in 
the  first  place.  It  simply 
surrounds  you  with  the  kind  of  elegance 
you  could  never  justify  to,  say,  your 
accountant. 

But  then,  he  may  never  have  relaxed  in 
"loose-pillow"  look  crushed  velour  seats. 

Or  experienced  the  smooth  ride,  the  feel- 
ing of  control,  designed  into  the  Regency's 
computer-engineered  suspension  system. 

The  quiet  that  allows  for  easy  conversa- 
tion. Even  at  highway  speeds. 

Yet  for  the  man  who  takes  a  prac- 
tical view  of  luxury,  there  is  a 
certain  logic  to  this  luxury  car. 

The  logic  of  improved  gas 
mileage  over  last  year's 
model.  The 


Regency,  with  standard  automatic 
transmission  and  350  V8,  will 
get  you  to  the  church  on 
time.  Economically.  (EPA 
estimates:  21  miles  per 
gallon  on  the  highway  and 
16  in  the  city.  Your  mileage 
depends  on  how  you  drive,  your  car's  con- 
dition,- and  its  equipment. 
EPA  ratings  are  lower  in 
California.) 

Then  there's  the  logic 
of  improved  maneuver- 
ability in  city  traffic.  Of 
efficiently  organized  space 
for  your  luggage.  And  im- 
proved head  and  rear  legroom  over  last 
year's  model. 

Most  logical  of  all,  the- logic  of  value  per 
dollar  in  your  luxury  car. 

And  that  is  the  secret  of  a  successful 
marriage. 


Can  we  build  one  for  you? 


MPG 

COMPOSITE 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 


New  Issue  June  24,  1977 

5,000,000  Units 

TWA 

Trans  World  Airlines,  Inc. 

5,000,000  Shares  of  Series  B  $1.90  Cumulative  Preferred  Stock 
with  1,250,000  Shares  of  Common  Stock 

Each  Unit  consists  of  one  share  of  Series  B  Preferred  Stock  and  %  of  one  share  of 
Common  Stock.  The  shares  of  Series  B  Preferred  Stock  and  the  shares  of  Common 
Stock  comprising  the  Units  will  not  be  separately  transferable  until  August  22,  1977 
or  such  earlier  date  as  the  Company  may  select  with  the  Underwriters'  consent. 


Price  $20  per  Unit 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

E.  F.  Hutton  &  Company  Inc. 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc.     The  First  Boston  Corporation     Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette        Drexel  Burnham  Lambert        Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Hornblower,  Weeks,  Noyes  &  Trask        Kidder,  Peabody  &  Co.        Kuhn  Loeb  &  Co. 

Incorporated  Incorporated  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis         Reynolds  Securities  Inc.         Salomon  Brothers 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker 

Incorporated 


When  a  magazine's  first  half  ad  pages  are 
up  172  over  a  year  ago— 

When  its  ad  revenues  have  risen  20%  above 
last  year's  first  half  record— 

When  it  continues  to  deliver  almost  2  million 
circulation  over  its  18  million  rate  base— 

When  it  is  first  in  circulation, 

first  in  ad  revenues,  first  in  total  readers 

and  keeps  moving  higher  and  higher— 

That's  climbing. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS.  INC. 

America  reads TVGuide. 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con 
temporary  neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  for  someone  you  admire 
....  or  for  yourself.  $10 

Save  it  for  a  rainy  day . . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  in 
the  heaviest  downpours 
Red  on  blue,  double- 
ribbed  nylon  canopy. 

$20 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 

Please  send  me  the  following  Capitalist 
Tool  items: 

 _Necktie(s)  @  $10  each. 

 Umbrella(s)  @  $20  each. 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name  

Address  

City  

State  


-*P- 


.J 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends  &  Tangents 


Foreign 


Open-Door  Policy? 

Without  fanfare,  the  Saudi  Arabian 
government  has  lifted  its  requirement 
that  visa  applications  be  accompanied 
by  official  documentation  of  religious 
affiliation.  The  departure  from  that 
country's  long-standing  policy  of  re- 
ligious discrimination  has  been  ex- 
tended to  visitors  from  all  countries 
except  Israel,  says  the  Saudi  Arabian 
Information  Office.  The  Saudis  still 
query  the  religious  affiliation  of  visi- 
tors on  their  visa  applications;  but 
they  say  that  Jews  who  are  not  Zion- 
ists are  permitted  to  enter  the  country 
on  both  short-term  and  long-term 
work  assignments. 


Business 


Space  Squeeze 

Over  20  million  square  feet  of  new 
office  construction  is  under  way  in  12 
major  U.S.  cities,  according  to  office- 
leasing  specialists  Howard  Ecker  &  Co. 
But  since  the  new  offices  won't  be 
completed  for  at  least  a  year,  the  mar- 
ket is  tight  and  getting  tighter 
(Forbes,  Feb.  15),  with  rents  rising 
steadily.  Rental  rates  rose  6%  to  8% 
since  December  in  most  of  the  17  cities 
surveyed.  Anchorage  reports  an  aver- 
age rent  increase  of  39%  since  Decem- 
ber, with  office  space  going  for  as 
much  as  $19.80  a  square  foot.  The 
biggest  crunch  is  being  felt  by  com- 
panies needing  more  than  20,000 
square  feet.  Today's  best  buy:  over- 
built Detroit,  where  rent  is  dirt  cheap 
and  the  market  is  wide  open. 

Hitching  A  Ride 

As  a  further  evidence  of  the  rise  of 
mopeds,  a  new  consumer  magazine 
called  Moped  Biking  is  trying  to  catch 
a  ride.  Over  100,000  mopeds  have 
been  sold  in  the  U.S.  during  the  last 
six  months  (at  between  $250  and 
$500  each),  most  by  foreign  manufac- 
turers, but  this  is  only  the  trickle  be- 
fore the  flood.  By  early  1980  over  2 
million  are  expected  to  be  in  use.  In 
Europe  and  the  Far  East,  where  they 
have  been  popular  for  years,  mopeds 
already  constitute  a  $l-billion  indus- 
try: For  example,  6  million  are  in  use 
in  France  alone. 

Keeping  It  Cool 

A  surge  in  the  distribution  of  frozen 
foods  (some  500  million  cases  a  year), 
pharmaceuticals    and  chemicals  has 


led  3M  Co.  to  devise  an  adhesive  tape 
that  monitors  a  product's  exposure  to 
undesired  high  temperatures  and  in- 
dicates the  length  of  the  exposure.  The 
tape  responds  to  specific  predesignated 
temperatures  that  would  spoil  a  frozen 
product.  Once  activated,  unwanted 
temperatures  are  recorded  by  a  bright 
blue  mark  that  moves  across  the  tape 
on  an  index  displaying  length  of  ex- 
posure. The  tape  is  currently  being 
tested  by  over  60  producers  who  want 
to  check  on  weak  points  in  their  dis- 
tribution system  and  pinpoint  mis- 
handling problems. 

Short  Terms 

U.S.  electric  utilities  may  be  dis- 
couraged by  the  government  from  us- 
ing Arab  fuels,  but  they  are  still  look- 
ing for  Arab  money.  Several  U.S.  pow- 
er-makers are  negotiating  with  the 
Saudis  for  financing  for  the  capital- 
hungry  U.S.  utility  industry.  The  talks 
grew  out  of  a  recent  trip  to  Jidda 
by  a  team  from  the  Edison  Electric 
Institute,  which  met  with  the  head 
of  the  Saudi  central  bank  to  open 
communications  channels.  The  indus- 
try appears  to  meet  one  Saudi  invest- 
ment criterion:  the  ability  to  absorb 
large  amounts  of  capital  without  ad- 
verse repercussions.  But  the  utilities 
realize  that  Saudi  funds  are  far  from  a 
bottomless  pit.  While  most  utility  fi- 
nancing is  for  30  years,  the  Arabs  are 
interested  only  in  ten-year  terms,  so 
they  can  return  the  funds  to  their 
own  country  when  it's  ready  to  ab- 
sorb the  petrodollars. 

Handling  With  Care 

Loss  and  damage  payments  by 
North  American  railroads  last  year 
were  15%  below  1975  levels— from 
$313  million  to  $266  million-de- 
spite  a  13%  gain  in  freight  revenues, 
to  $17.4  billion.  Were  railroad  sleuths 
getting  smarter?  Not  quite.  Better 
packaging  and  loading  techniques  de- 
serve most  of  the  credit.  In  1975 
the  railroads  figured  it  was  high  time 
to  put  an  end  to  the  rising  payments. 
By  zeroing  in  on  the  most  trouble- 
some commodities,  working  with  ship- 
pers and  testing  new  packaging  and 
loading  methods,  the  claims  trend 
was  turned  around.  Most  dramatical- 
ly, payments  on  household  appliances 
were  down  38%  last  year.  Also  down 
were  claims  on  furniture  and  fixtures 
(by  24%)  and  paper  products  (by 
22%).  Claims  on  motor  vehicles  and 
parts  rose  6.8%,  but  the  volume  of 
that  business  rose  by  21%.  ■ 
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FORBES,  JULY  15,  1977 


Any  talk  about  one  exclusive  form  of  energy  is  just  irrespon- 
ible  nonsense.  This  country  will  need  all  the  energy  it  can  get 
om  all  sources  to  meet  the  challenge  that  confronts  us." 


"We're  not  running  out  of  gas.  We're 
running  out  of  cheap,  readily  available 
gas.  That's  an  important  distinction." 


Are  We  Running  Out  of 
the  Fuel  of  the  Future  ? 

No,  say  the  experts.  Despite  recent  shortages,  clean,  efficient 

natural  gas  will  play  a  significant  role  well  into  the  21st 
century.  The  truth  is,  we  simply  cannot  do  without  our  most 

modern  form  of  energy. 


Jugh  Downs  interviews  Robert  E.  Seymour,  Chairman  of  the 
oard,  Consolidated  Natural  Gas  Co.,  and  Chairman, 
merican  Gas  Association. 

UGH  DOWNS: 

ast  winter  the  U.S.  experienced  severe  and  disruptive 
lortages  of  natural  gas.  We  are  now  officially  in  the  middle 
f  an  energy  crisis  that  President  Carter  has  said  requires 
aging  the  moral  equivalent  of  war.  Yet  you  have  stated  that 
)u're  optimistic  about  the  future  of  gas  energy. 

OBERT  SEYMOUR: 

m  indeed  optimistic.  Let's  look  at  the  facts.  Geological 
cperts  estimate  that  we  have  at  least  35  and  possibly  as 
luch  as  60  years  of  supply  from  conventional  sources,  and 
lat  figure  rises  steeply  when  you  add  the  gas  from  supple- 
lental  and  non-conventional  sources.  So  there  is  cause  for 
Dtimism  as  far  as  the  future  of  gas  energy  is  concerned, 
ras  is  certain  to  play  a  major  role  in  the  U.S.  energy  picture 
ell  into  the  21st  century.  I  consider  that  good  news,  be- 
luse  there  is  simply  no  other  form  of  energy  that  could 
ike  over  the  load  gas  is  carrying  today. 

UGH  DOWNS:  Just  what  is  that  load? 

OBERT  SEYMOUR: 

ras  supplies  over  half  of  the  energy  users  in  the  residen- 
al-commercial  sector,  and  the  largest  share  of  energy  con- 
amed  by  industry.  You  get  an  even  better  perspective  by 
>oking  at  it  this  way:  the  gas  industry  supplies  almost  three 
mes  as  much  energy  per  year  as  the  electric  industry. 


HUGH  DOWNS: 

That's  something  most  people  aren't  aware  of,  I  suspect. 

ROBERT  SEYMOUR: 

I'm  afraid  you're  right.  President  Carter  has  called  natural 
gas  our  most  precious  fuel,  and  I  suspect  that  in  addition  to 
its  high-energy  content  his  assessment  was  due  to  the  fact 
that  natural  gas  just  doesn't  pollute  air,  land,  or  water.  Far 
from  being  old-fashioned,  natural  gas  is  really  our  most 
modern,  most  timely  fuel. 

HUGH  DOWNS: 

The  critical  question,  it  seems  to  me,  is  how  does  the  cost  of 
our  "most  precious?  "most  modern"  fuel  compare  with 
other  energy  forms,  let's  say  electricity? 

ROBERT  SEYMOUR: 

In  terms  of  energy  bought  by  residential  users,  electricity 

Gas  Customers  Gas  Consumption 

%  of  All  %  All  Energy 

Users  by  Consumed 

Types  of  Users         Number    Market  Amount  (by  Market) 

Residential/ 

Commercial  44,753.000  54.6  7.6  quads  42.7 

Industrial                    180,000  44.5  11.7  quads*  57.3* 

Gas  Transmission 

&  Distribution                -  —  0.6  quads  - 

Total  44,933,000  -  19.9  quads 

Includes  gas  used  for  electric  generation 
Excluding  transportation,  gas  provides  35  9%  of  all  energy  consumed  in  the  U.S. 
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Advertisement 


"Conservation  is  vital  but  conservation 
alone  is  not  enough." 


today  costs  from  three  to  five  times  as  much  as  gas.  It 
depends  on  where  you  live. 

HUGH  DOWNS: 

Why  then  all  the  talk  about  an  all-electric  economy? 
ROBER1  SEYMOUR: 

Well,  you  know  that  talk  about  one  exclusive  form  of  energy 
is  just  irresponsible  nonsense.  This  country  will  need  all  the 
energy  it  can  get  from  all  sources  to  meet  the  challenge  that 
confronts  us. 

HUGH  DOWNS: 

That's  what  I've  heard.  Nevertheless,  even  if  gas  continues 
to  play  a  vital  role  in  our  total  energy  picture,  isn't  it  likely  to 
be  a  diminishing  role  over  the  next  20  or  30  years? 

ROBERT  SEYMOUR: 

Not  necessarily.  There  are  knowledgeable  people  within 
the  gas  industry  who  feel  that  in  the  year  2000,  gas  will 
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contribute  the  same  percentage  to  our  total  energy  demand 
as  today.  Now  that  would  mean  increasing  today's  output 
by  more  than  50  percent. 

HUGH  DOWNS:  Do  you  think  that's  likely? 

ROBERT  SEYMOUR: 

I  think  it's  possible,  provided  a  lot  of  things  go  right.  But 
that's  talking  about  30-32  quads  of  energy  per  year.  I'm 
counting  on  25  quads— versus  20  today.  I'm  a  cautious  op- 
timist. 


HUGH  DOWNS: 

You'd  better  explain  quads  before  we  go  on. 

ROBERT  SEYMOUR: 

One  quad  is  a  quadrillion  British  thermal  units.  That's  the 
same  as  a  trillion  cubic  feet  of  natural  gas.  Or  182  million 
barrels  of  oil.  Or  42  million  tons  of  coal.  Or  293  billion 
kilowatt-hours  of  electricity.  It's  a  way  of  making  astro- 
nomical figures  manageable. 

HUGH  DOWNS: 

Where  will  these  astronomical  amounts  of  natural  gas— 25 
or  30  quads— come  from? 

ROBERT  SEYMOUR: 

The  largest  portion  will  continue  to  come  from  conven- 
tional sources,  including  Alaska  and  the  Outer  Continental 
Shelf.  Approximately  18-21  quads,  I  would  say.  Then  you 
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have  the  supplemental  supplies— liquefied  natural  gas, 
synthetic  natural  gas  from  petroleum  feed  stocks,  and  coal 
gasification.  These  supplemental  supplies  will  build  up 
gradually  until  the  end  of  the  century,  when  they  should 
account  for  at  least  6  quads. 

HUGH  DOWNS:  Or  maybe  more? 

ROBERT  SEYMOUR: 

Yes  maybe  ten  or  twelve.  It's  very  possible.  Now  further 
down  the  line  we  should  have  gas  from  unconventional 
sources:  the  geopressurized  geothermal  zones  in  the  Gulf  ol 
Mexico  and  various  tight  rock  formations  in  the  Rocky 
Mountain  and  the  Appalachian  area,  and  even  hydrogen 
from  the  sea.  These  are  new  technologies,  and  it's  hard  to  ba 
sure  about  the  amounts  or  the  time  frame. 

HUGH  DOWNS: 

How  about  the  cost?  All  energy  seems  to  be  costing  more. 
Will  that  be  the  case  with  these  new  sources? 
ROBERT  SEYMOUR: 

Well,  there  are  a  great  many  uncertainties  about  the  un- 
conventional sources.  But  we  do  know  a  lot  about  the 
supplementals,  and  even  more  about  the  cost  of  conven 
tional  sources,  of  course.  Let  me  start  with  those. 

Today  it  costs  a  producer-  the  people  from  whom  we,  thej 
utilities  and  pipelines,  buy  our  gas— several  times  as  much 
to  drill  the  same  well  as  it  did  twenty  years  ago.  But  that's 
only  part  of  the  story.  Today  producing  companies  fre 
quently  have  to  drill  much  deeper— several  miles  down— oil 
locate  their  rigs  in  much  deeper  water,  or  both.  These  costi 
are  tremendous— but  it's  still  the  cheapest  energy  we  cai 
get.  Now  the  problem  is  that  there  just  isn't  enough  of  it  t 
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meet  our  country's  growing  needs.  That's  where  the  sup- 
plemental come  in. 

HUGH  DOWNS: 

supplemental  gas  will  be  more  expensive  but  still  cheaper 
than  other  forms  of  energy? 

ROBERT  SEYMOUR: 

Definitely.  Take  coal  gasification,  potentially  the  largest 
ind  also  probably  the  costliest  of  the  supplementals.  First 
generation  coal  gas  is  estimated  to  come  in  at  a  little  under 
54.50  per  thousand  cubic  feet.  Now  compare  that  with  the 
:ost  of  its  only  major  alternative— coal-generated  electric- 
ty,  which  is  more  than  $10.00  for  the  same  amount  of 
mergy.  So  coal  gas  costs  less  than  half  as  much.  Does  that 
inswer  your  question? 
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HUGH  DOWNS: 

Ves.  Td  like  to  stay  with  coal  gasification  for  a  minute.  It's  a 
very  important  subject,  it  seems  to  me,  because  of  the  enor- 
mous coal  reserves  we  have  in  the  United  States.  What 
about  the  environmental  aspect? 

ROBERT  SEYMOUR: 

Air  pollution  associated  with  coal  gasification  plants  is 
estimated  to  be  about  one-tenth  that  of  scrubber-equipped 
electric  power  plants  producing  the  same  number  of  usable 
Btu's.  Another  environmental  point:  coal  gasification  uses 
only  about  one-eighth  as  much  water. 

HUGH  DOWNS:  That's  pretty  persuasive. 

ROBERT  SEYMOUR: 

Yes.  But  remember,  I'm  not  arguing  against  the  diligent  use 
of  coal  to  meet  the  electric  needs  of  our  country.  I'm  simply 
saying  that  these  vast  coal  supplies  must  be  channeled  in 
ways  that  will  best  provide  our  long-term  base-load  energy 
needs.  Nor  am  I— or  the  gas  industry— trying  to  belittle  the 
urgent  need  to  develop  alternative  future  energy  sources 
such  as  solar. 

HUGH  DOWNS: 

I'm  glad  you  said  that.  The  National  Space  Institute,  for 
instance,  has  been  making  a  case  for  solar  energy  for  some 
time— a  very  persuasive  case,  I  think. 

ROBERT  SEYMOUR: 

I  agree.  The  gas  industry  has  an  active  research  program 
investigating  the  feasibility  of  using  natural  gas  to  assist 
solar  in  heating  residential  and  commercial  buildings. 

HUGH  DOWNS: 

There's  one  more  subject  I'd  like  to  cover,  and  that's  conser- 
vation. It's  certainly  an  important  part  of  President  Carter's 


energy  plan.  What's  the  gas  industry's  position  on  that? 

ROBERT  SEYMOUR: 

As  to  the  need  to  conserve  we  agree  100%.  As  an  industry, 
our  track  record  in  conservation  goes  back  almost  ten  years 
when  we  started  our  Energy  Use  Analysis  program  for 
builders,  architects,  and  large  volume  users.  We've  added  a 
number  of  other  programs  since  then  to  further  improve 
the  efficiency  of  appliances  and  space  heating  systems. 
Now  these  are  efficiency  improvements  on  what  is  already 
the  most  efficient  form  of  energy  there  is. 

But  conservation  alone  is  not  enough.  Even  at  an  eco- 
nomic growth  rate  of  two  percent,  which  the  President  has 
used  in  projecting  our  future  energy  requirements,  we'll 
need  to  develop  all  the  new  sources  we  have  discussed. 

HUGH  DOWNS: 

Let  me  see  if  I  can  summarize,  then.  First,  our  potential 
reserves  are  sufficient  to  last  us  well  into  the  21st  century. 
We're  not  running  out  of  natural  gas,  just  out  of  cheap, 
easily-available  gas.  That's  important  because  of  the  lead- 
ing role  gas  plays  in  the  U.S.  energy  picture  today. 

Second,  there  is  no  realistic  alternative  to  gas.  Right  now 
no  other  form  of  energy  could  take  over  the  enormous  load 
carried  by  gas  today. 

Third,  although  the  cost  of  production  will  go  up,  gas  will 
still  be  less  expensive  and  more  efficient  than  the  only  real- 
istic alternative:  electricity. 

And  fourth,  gas  is  the  cleanest,  most  environmentally 
acceptable  fuel. 

ROBERT  SEYMOUR: 

I  would  add  one  last,  tremendous  advantage:  the  gas  in- 
dustry's I-million  mile  network  of  pipelines  and  gas  mains. 
It's  the  most  modern  and  the  most  efficient  energy  delivery 
system  ever  devised— and  it's  in  place,  waiting  to  be  fully 
utilized. 

HUGH  DOWNS: 

All  of  which  means  gas  will  play  a  significant  role  well  into 
the  21st  century. 

ROBERT  SEYMOUR: 

No  doubt  about  it,  when  you  look  at  the  facts. 


Built  at  a  cost  of  $50  billion  and  irreplaceable  today,  the  U.S. 
gas  transmission  and  distribution  network  of  1  million  miles 
is  one  of  the  most  efficient  methods  to  transmit  energy, 
consuming  less  energy  per  unit  shipped  than,  for  instance, 
electricity. 
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Readers  Say 


This  man  once  made  one 
of  the  finest  cigars  in  the  world. 

He  has  done  it  again. 


To  Don  Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  1960,  his 
family  made  one  of  Cuba's  finest 
cigars. . .the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 

PARTAGAS 

handmade  cigars 


He's  Amused 

Sir:  [Re  the  suggestion  that  "may- 
he  the  IRS  should  jump  on  those  com- 
panies whose  people  and  planes 
weren't  at  the  Masters  Tournament  in 
Augusta,  Ga.—  on  the  sound  premise 
that  they  might  well  have  been  miss- 
ing profit  opportunities"]  (Fact  and 
Comment,  June  15):  If  I  am  given 
a  choice  of  being  agreeable  or  being 
amused  by  your  editorial  suggestion— 
I  am  amused. 

—Jerome  Kurtz 
Commissioner, 
Internal  Revenue  Service 
Washington,  D.C. 


Dumb? 

Sir:  Re  "Most  Of  The  President's 
Energy  Plan  Will  Come  to  Pass"  ( Fact 
and  Comment,  May  15).  The  problem 
is  that  you  and  the  President  evidently 
think  we  are  dumb.  Why  else  would 
you  promote  a  plan  that  dictates  all 
the  answers  from  Washington  in  com- 
plete disregard  of  the  citizens  operat- 
ing in  a  free  market  system?  You  sup- 
port what  has"  aptly  tJeen  described  as 
"a  bureaucrat's  dream  and  an  eco- 
nomic nightmare."  A  good  solution  is 
to  let  Congress  set  some  basic  goals 
and  guidelines,  let  oil  and  gas  prices 
gradually  increase  to  world  market 
prices  and  then  let  the  free  market 
work.  That  is  the  way  we've  operat- 
ed so  successfully  in  this  country  for 
200  years. 

—George  A.  Mayer 
Hartland,  Wis. 


Offensive 

Sir:  Re  "Brown-y  Points"  on  Gen- 
eral Brown  and  his  controversial  state- 
ments (Fact  and  Comment,  June  15). 
Refund  the  balance  of  my  subscrip- 
tion. I  find  your  New  York  City  odor 
quite  offensive. 

-E.G.  Holt  Jr. 
Tyler,  Tex. 


Environmentalist  Backlash 

Sir:  Re  your  article  "Environmental 
Backlash"  (June  15).  In  this  heavily1 
Democratic  state  of  Texas,  did  incum- 
bent Lloyd  Bentsen  really  defeat  Re- 
publican Alan  Steelman  because  of  en-j 
vironmental  issues— as  the  article  im-i 
plies?  Referring  to  the  "85,000  acresl 
barred  from  timber  harv  esting,"  it  wasi 
years  of  work  by  many  people  dedii 
cated  to  preserving  the  unique  eco- 
systems of  this  part  of  East  Texas) 
which  resulted  in  the  Big  Thicket  Pre- 
serve becoming  a  reality— not  Repre- 
sentative Charles  Wilson's  efforts  tq 


Get  to  know  Conrac... 


before  you  blastoff 

It's  a  good  idea  to  get  to  know  Conrac.  Our  Systems  Group  is 
supplying  six  vital  electronic  devices  that  will  help  make  the 
Space  Shuttle  program  more  reliable,  productive  and  informa- 
tive. Aerospace  is  only  one  of  the  growing  electronic  industries 
where  Conrac  is  a  basic  manufacturer  and  marketer.  If  you  know 
a  NASA  project  engineer,  ask  him.  He  knows  us  well... and  the 
better  you  know  us,  the  better  you'll  like  what  we  can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N.Y.  1001 7. 
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More  powerful  than  the 
shattering  of  an  atom  is  the 
penetration  of  the  human  mind. 


All  the  great  forces  of  the 
world  cannot  match  the  power 
and  scope  of  the  human  mind. 

Its  power  has  built  great 
nations,  taken  men  to  the  moon 
and  back,  and  conquered 
life-robbing  diseases.  But  one 
mind  alone  could  not  do  all  this. 
It  has  been  the  coming  together  of 
minds  through  communication 
that  has  led  to  the  world's  great 
achievements. 

At  United  Telecom 
communication  is  our  business. 
Every  day  we  help  millions  of 
minds  come  together  through 
United  Telephone,  the  nation's 
3rd  largest  telephone  system. 

The  way  we  see  it,  of  all 
existing  forces  the  ability  of 
people  to  communicate  is  the 
most  powerful. 


United  Telecom 

United  Telecommunications.  Inc.  HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


nited  Telecommunications.  Inc  ,  PO  Box  11315.  Plaza  Station.  Kansas  City.  Missouri  64112  United  Telecom  companies  United  Telephone 
/stem.  United  Compunng  Systems.  North  Electnc  Company  New  York  Stock  Exchange  Symbol  UT  Newspaper  listins  UniTel 


"Do  you  own  any  stocks, bonds  or  Chivas  Regal?" 


12  Years  Old  Worldwide  •  Blended  Scotch  Whisky  •  86  Proof 
General  Wine  6k  Spirits  Co.,  N.Y. 


Readers  Say 


pacify  a  few  environmentalists  who 
objected  to  clear-cutting. 

—George  Malone 
Houston,  Tex. 

Big  Coal  Hauler 

Sir:  Seaboard  Coast  Line  was  not 
listed  in  the  June  1  article  about  King 
Coal  and  his  courtiers.  We  are  the 
third-largest  hauler  of  coal  in  the  coun- 
try. Last  year  we  handled  some  88.6 
million  tons  and  are  projecting  in  ex- 
cess of  90  million  tons  this  year. 

—Donald  T.  Martin 
Vice  President, 
Public  Relations  and  Advertising 
Seaboard  Coast  Line  Inds.,  Inc. 

Jacksonville,  Fla. 

One  Way  To  Go 

Sir:  Re  your  story  on  our  Bond- 
Debenture  Fund  (July  1 ) .  I  find  being 
called  a  "junkman"  a  unique  experi- 
ence; I  would  add  the  thought  that 
a  triple-A  bond  has  only  one  way  to 
go,  and  that  is  down. 

—Robert  S.  Driscoll  \ 
Managing  Partner, 
Lord,  Abbett  ir  Co.  \ 
New  York,  N.Y.  \ 

There's  A  Difference 

Sir:  Re  David  Foster's  letter  on  I 
natural  gas  pricing  (Readers  Say, 
June  15).  A  typographical  error  [ 
slipped  into  it;  what  should  have  been) 
"intrastate"  became  "interstate." 

—Eugene  S.  Johnson 
New  York,  N.Y.I 

Saturday  Mail  Delivery 

Sir:  You  ask,  "What  would  be  so 
catastrophic  about  eliminating  Satur- 
day mail  deliveries?"  (Fact  and  Com- 
ment, July  J).  Answer:  Getting  the 
Saturday  issue  of  the  New  York  Times 
on  Monday.  Many  of  us  living  in  rural 
areas  depend  on  getting  our  daily 
newspapers  by  mail. 

—Milton  Thiessen 
Craryville,  N.Y 

Sin:  You  ought  to  know  that  what's) 
in  Saturday's  mail  is  Friday's  mail,  and 
what  doesn't  come  on  Saturday  won'tl 
make  it  till  Tuesday. 

—Lowell  L.  Palm 
Salt  Lake  City,  Utah 

Sir:  One  piece  of  mail  in  today'^ 
(Saturday)  delivery  was  the  issue  ol 
Forres,  which  asked,  "Anyway,  what': 
in  Saturday's  mail  that  couldn't  war 
until  Monday?" 

—Heinz  D.  Schwing 
Evanston,  III 
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The  strength  of  Fiberglas  has  helped 
boost  the  pole-vault  record  3  ft.1 2  in.  How  much 
stronger  would  it  make  your  product? 


1942,  a  pole-vaulter  soared  15 
eet  7%  inches  with  a  bamboo 
.  And  nobody  could  top  his 
Ed  for  fifteen  years, 
hen,  along  came  poles  made 
Fiberglas*  Lighter.  And  springier, 
i   literally  catapulted  vaulters 
nazing  new  heights.  Today's  out- 
record:  18  feet  814  inches! 

eg.  O  -C  F  for  reinforcements  for  plastics 


Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  large-diameter  pipe 
and  motor-home  bodies  benefit  from 
the  same  strength  that  improved 
vaulting  poles.  Other  products  like 
playground  equipment  and  trans- 


former covers  are  better  because 
they're  more  moldable,  electrically 
nonconductive,  lighter,  more  durable, 
or  less  expensive. 

Would  a  Fiberglas  materials  sys- 
tem make  your  product  better?  We'll 
help  you  find  out.  Write:  L.  I.  Meeks, 
Owens-Corning  Fiberglas  Corp., 
Fiberglas  Tower,  Toledo,  Ohio  43659. 


Owens-Corning  is  Fiberglas 


Essentials. 


Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  produ 
Essentials  like  Crane  valves  and  pumps 
As  the  world's  largest  producer  of  valves,  you' 
find  our  products  in  such  growth  areas  as  the 
petroleum,  chemical,  power,  and  pulp  and  par. 
industries.  You'll  also  find  our  pumps  everywhe 
from  chemical  processing  to  nuclear  power  pla 


The  products  of  Crane's  growth. 


Essentials  like  pollution  control  equipment, 
'  both  private  industry  and  government, 
entials  like  building  products,  from  plumbing 
'ures  to  doors  and  windows  for  offices,  schools, 
atres,  private  homes,  hospitals  and  hotels. 

Essentials  like  aircraft  braking  systems, 
tually  every  commercial  jet  and  military 


transport  uses  one  of  our  Crane  anti-skid  braking 
systems  made  by  our  Hydro-Aire  Division. 

Specializing  in  essentials  for  basic 
industry  has  put  us  right  at  the  heart  of  American 
business.  It  has  also  made  us  one  of  America's 
most  important  companies.  Crane  Co.,  300  Park 
Avenue,  New  York,  N.Y.  10022. 


CRANE 

® 


Fluid  and  pollution  control/Steel/Building  products/Aerospace  and  aircraft 


How  the  engineers  of  Peugeot 
achieved  a  level  of  comfort  the 
engineers  of  Mercedes,  BMWf 
and  Jaguar  have  yet  to  equal. 


Few,  if  any,  cars  are  truly  in  a 
class  with  Mercedes-Benz,  BMW. 
and  Jaguar.  The  new  Peugeot  604, 
however,  is  a  notable  exception. 

Not  only  does  it  offer  the  en- 
gineering of  a  Mercedes-Benz 
280E,the  handling  of  a  BMW  530i, 
and  the  elegance  of  a  Jaguar  XJ6L, 
it  gives  you  a  level  of  comfort 
superior  to  all  of  them. 

One  reason  is  the  604s  over- 
sized shock  absorbers.  You  won't 
find  them  on  any  other  car  be- 
cause they  re  built,  and 
patented,  by  Peugeot. 
Combined  with  the 
604  s  fully  indepen- 


dent suspension,  large  coil  springs, 
and  long  vertical  wheel  travel,  they 
keep  the  car  from  practically  ever 
bottoming  out. 

To  reduce  noise  and  vibra- 
tion—a major  source  of  passenger 
fatigue— the  604  has  a  "floating" 
differential,  a  steel  torque  tube  en- 
closing the  drive  shaft,  and  seats 
that  are  tuned  to  the  suspension. 

To  help  you  drive  in  comfort, 
its  equipped  with  power-assisted 
rack  and  pinion  steering,  power- 


assisted  disc  brakes  on  all  four 
wheels,  and  stabilizer  bars  front 
and  rear. 

To  help  you  pass  in  comfort,  it 
has  a  responsive,  overhead  cam 
V-6  engine.  And  a  choice  of 
4-speed  manual  or  3-speed  au- 
tomatic transmission. 

And  to  help  you  live  in  com- 
fort, it  has  the  room  of  a  chauf- 
feur-driven sedan,  air  conditioning, 
AM/FM  stereo,  an  electric  sunroof, 
genuine  leather  seats,  and  power 
windows.  Most  all  as  standard 
equipment. 

But  perhaps  the  most  com- 
forting feature  of  all  is  its  suggested 
retail  price.  Which  starts  at  around 
$11,000  RO.E. 

And  that  may  well  make  the 
604  the  engineering  achievement 
of  the  decade. 


No  one  builds  cars  the  way  we  build  cars 


For  information  on  buying,  leasing,  or  overseas 
delivery,  see  yout  Peugeot 
dealer.  Or  call  800-243  6000 
toll-free  (in  Conn.,  call  1-800- 
882-6500).  Peugeot  Motors 
of  America.  Inc.,  lyndhurst, 
N  J.  07071. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


SAUCE  FOR  THE  SEC  SHOULD  BE  SAUCE  FOR  THE  IRS 


If  the  Securities  &  Exchange  Commission  insists  that  a 
corporation's  financial  statement  must  reflect  replacement 
of  all  plant  and  inventory  at  today's  prices  ("inflation 
accounting,"  they  call  it)— the  impact  on  earnings  would 
indeed  hurt  the  pride  of  able  managements. 

But  it  would  whack  stockholders  in  the  pocketbook. 
Who  can  pay  dividends  out  of  bottom-line  losses  no  matter 
what  one's  cash  position? 

And  what  company  would  owe  the  IRS  any  corporate 
income  tax  if  the  SEC  insisted  on  a  bottom  line  that  would 
show,  for  most,  vastly  less  profits  if  not  sizable  actual 
losses?  For  example,  this  instance  reported  in  the  Wall 
Street  Journal: 

"Alcan  Aluminium  Ltd.  posted  a  respectable  pretax  prof- 
it of  $96  million  last  year.  But  the  picture  changed  rad- 


ically when  the  big  aluminum  producer,  complying  with 
new  SEC  requirements,  took  account  of  inflation's  im- 
pact on  operations.  Required  to  assume  that  its  plants 
and  inventories  were  to  be  replaced  at  today's  inflated 
prices,  Alcan  discovered  that  its  allowances  for  deprecia- 
tion soared  140%  and  its  cost  of  sales  edged  up  2%.  The 
result  of  using  this  so-called  replacement-cost  accounting: 
Alcan's  $96-million  pretax  profit  became  a  hypothetical 
$109-million  loss." 

With  inflation  accounting  a  reality;  with  tax  losses  car- 
ried forward;  with  no  dividends  paid,  the  plunge  in  gov- 
ernment revenues  from  both  corporate  and  personal  in- 
come taxes  could  be  catastrophic. 

But  if  it's  made  legal  sauce  by  the  SEC,  inevitably  the 
courts  will  have  to  find  it's  also  legal  sauce  for  the  IRS. 


COFFEE  PRICES  AND  COFFEE  CONSUMPTION  CONFIRM 

went  ape  a  couple  of  years  ago.  Beef  buying  was  a  long 
time  recovering,  though  prices  plunged. 

The  same  will  happen  with  gas  and  energy  if  prices  are 
left  to  the  free  marketplace  or  are  heavily  taxed.  And  hav- 
ing those  sales  sharply  drop  is  a  national  necessity. 


the  most  elementary  fact  of  economic  life— when  prices 
soar,  sales  drop. 

In  the  first  three  months  of  this  year,  coffee  consump- 
tion dropped  17%  over  the  same  period  a  year  ago. 

You  may  recall  what  happened  to  beef  when  its  prices 


THERE'S  NO  SUCH  THING  AS  "AN  UNREASONABLE  PRICE" 

for  the  all-out  development,  implementation,  application  of  solar  heat,  solar  energy. 

WHAT  A  GAS 


Do  you  suppose  it  has  ever  occurred  to  those  vehe- 
mently fighting  the  Carter  energy  program  that  their  suc- 
cess in  killing  much  of  it  would  bring  about  the  only  al- 


ternative—the rationing  of  gas,  the  rationing  of  home  and 
business  energy? 

Would  they  really  prefer  a  straitjacket  to  restraint? 


COWBOYS  AND  INDIANS  THESE  DAYS  NO  KIDS'  GAME 


"The  danger  of  bloodshed  between  the  Indians  and 
the  rest  of  us  is  as  real  today  as  it  once  was  between 
early  settlers  and  the  Indians,"  a  governor  of  a  western 
state  told  me  the  other  day.  In  Maine,  a  federal  court  has 
recognized  the  Red  Men  have  grounds  for  claiming  the 
ground.  In  Montana  and  other  states  Indians  are,  with 


increasingly  stubborn  belligerence,  imposing  tribal  law  and 
customs  on  their  vast  Reservations  without  reservation  to 
whites  to  water  and  all  sorts  of  things. 

I  know  one  place  that  a  lot  of  people  would  gladly 
give  'em  back— even  without  the  return  of  the  $24  worth 
of  beads. 
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SUMMER  DO'S— AND  SOME  DON'TS 

This  is  the  season  for  relaxing.  Here  are  some  suggestions  for  doing  just  that. 


Movies  &  Theater 


Harlan  County,  U.S.A.-A  tough,  powerful  documen- 
tary of  an  18-month  coal-mine  strike  in  Kentucky  that  al- 
most rises  above  its  one-sided  depiction.  Slap  Shot- 
Ice  hockey  version  of  The  Meek  Shall  Inherit  the  Cham- 
pionship. But  before  they  do,  ouch.  The  Pink  Panther 
Strikes  Again— Imagine,  in  this  day  and  age,  a  movie  you 
can  go  to  with  the  whole  family.  All  will  crack  up  at  Peter 
Sellers  as  the  ultimate  in  obtuse  police  inspectors.  Black 


and  White  in  Color— This  is  the  deftest  put-down  of  na- 
tionalism, wars,  the  enslaved  as  well  as  the  enslavers— the 
whole  bit— of  any  film  yet  made.  It's  delightful  and  devas- 
tating at  the  same  time.  Gemini— Almost  nonstop  hilarity 
in  a  South  Philadelphia  slum.  Neither  the  wom-thin  plot 
about  a  resident  scholarship  Harvardite  worried  about 
whether  he's  gay  nor  all  the  oathful  lingo  detract  from 
this  robust,  rollicking  piece  of  theater. 


Restaurants 


Ginnoki-1354  First  Ave.  at  72nd  St.  (Tel:  249-2112). 
Striking  Japanese  decor,  marred  only  by  an  untamed  air 
conditioner.  The  more  than  usually  imaginative  Japanese 
specialties— especially  the  saddle  of  lamb  chop  soaked  in 
soy  and  wine— are  superb,  and  there's  a  choice  of  okay 
French  dishes.  The  amaretto  dessert  torte  is  torture  for 
dieters.  A  most  pleasant,  not  overpricey  place. 

The  Ambassador  Grill— United  Nations  Plaza  Hotel,  One 
United  Nations  Plaza  (Tel:  355-3400).  The  setting  of 
multimirrored  splendor  and  the  prompt  appearance  of  a 
unique  breadbasket  containing  Armenian  bread,  like  a 
huge  sail  between  slices  of  delicious  banana  bread,  gave 
hope  that  the  meal  would  be  memorable.  Unfortunately, 
it  certainly  was  not.  I  don't  know  from  what  warehouse 
they  get  the  flavorless  stuff  described  as  lobster  used  in 


the  bisque  and  the  Newburg,  but  if  I  were  a  lobster,  I'd 
be  so  boiling  mad  I'd  picket  or  padlock  the  source. 

Ma  Bell's-218  West  45th  St.  (Tel:  869-0110).  This 
Restaurant  Associates  cavernous  Shubert  Alley  operation 
is  mighty  handy  for  theatergoers.  An  uncluttered  menu, 
with  drinks  of  decent  size  and  relatively  cheerful  staff. 

Oh-Ho-So— 395  West  Broadway,  near  Spring  Street 
(Tel:  966-6110).  Soho's  the  New  York  art  and  artsy  cen- 
ter now.  The  setting  of  Oh-Ho-So  is  attractive,  but  the 
supposedly  Cantonese  Chinese  dishes  wouldn't  upset  a 
vegetarian.  The  pork  in  its  sweet  and  sour  version  is  a 
speck  around  which  vast  gobs  of  tasty  batter  are  con- 
structed. In  the  chicken  dishes  we  found  the  chunks  of 
fowl  all  skin  and  knuckles.  Heaping  portions,  relatively 
low  prices  may  account  for  the  sparsity  of  substance. 


Books 


Convention,  by  Richard  Reeves  (Harcourt  Brace  Jo- 
vanovich,  $10).  Our  most  trenchant  political  pundit 
reveals  more  about  the  Powerfuls  and  the  Would-bes  than 
those  who  write  lengthily  about  their  own  hours  with  the 
Powers.  If  you  need  to  know  or  just  would  like  to  know 
who  really  did  what  to  whom  and  how  during  Jimmy's 
Coronation,  this  book's  the  absorbing  source. 

Pursuit:  The  Chase  and  Sinking  of  the  Battleship  Bis- 
marck, by  Ludovic  Kennedy  (The  Viking  Press,  $10). 
A  gripping  account  of  one  of  World  War  II's  most  stun- 
ning dramas.  The  German  battieship  Bismarck  blows  the 
famed  British  Hood  and  all  but  three  of  her  1,500  crew 
to  Kingdom  Come,  is  finally  cornered  and  pounded  to  the 
bottom  just  short  of  safe  haven. 

How  To  Speak  Southern,  by  Steve  Mitchell  (Bantam 
Books,  $1.25).  A  useful  (these  days)  dictionary  from 
Ainf  (the  sister  of  your  mother  or  father)  to  Yale  ("You 
want  to  hear  a  rebel  yale?")  with  everything  from  Bobbuh 
(one  who  cuts  hair)  to  Peyun  (a  writing  instrument)  to 
Uhmurkin  (as  in  "Thomas  Jefferson  was  a  great  Uh- 
murkin" )  in  between. 

Lancelot,  by  Walker  Percy  (Farrar,  Straus  &  Giroux, 
$8.95).  Lots  of  people  are  talking  about  this  best-seller 

THE  LEAST  FUN 

are  those  who  think  they're  the  most. 
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but  I  don't  know  why.  The  movie  I  guess  it  was  written 
to  be  will  probably  be  better. 

Blind  Ambition,  by  John  Dean  (Simon  and  Schuster, 
$11.95).  Fascinating  Kiss  and  Tell  but  even  John  Dean 
can't  make  John  Dean  into  a  good  guy.  One  more  confirma- 
tion of  Nixon's  penchant  for  picking  "bright"  bummers. 

The  File  on  the  Tsar,  by  Anthony  Summers  and  Tom 
Mangold  (Harper  &  Row,  $12.50).  Carefully  makes  the 
best  of  an  unconvincing  case  that  the  Tsar  and  Tsarevitch 
or  at  least  the  rest  of  the  family  may  not  have  died  in 
that  Siberian  cellar.  Case  dismissed. 

Mauve  Gloves  &  Madmen,  Clutter  &  Vine,  by  Tom 
Wolfe  (Farrar,  Straus  &  Giroux,  $8.95).  Wolfe  wields  the 
wickedest  word  scalpel  around,  cutting  to  the  bone,  wheth- 
er writing  of  funky  chic  or  intellectual  radicals  infuriated 
by  having  so  little  to  be  radical  about.  The  stuff  of  the 
Seventies'  first  half,  pinned  like  a  collector's  butterflies. 

The  Users,  by  Joyce  Haber  (Delacorte  Press,  $8.95). 
Separating  fact  from  fiction  in  this  volume  by  Joyce  Ha- 
ber, Hollywood  tale-telling  successor  to  Hedda  Hopper 
and  Louella  Parsons,  is  the  name  of  the  game.  From  what 
I  can  gather,  fantasy  finishes  a  poor  second  to  this  world's 
tinseled  raw  Reality. 

FUN 

isn't  as  much  unless  shared. 

—Malcolm  S.  Forbes, 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Exxon  Sees  Solar  Future 

This  country  will  have  to  go  to 
solar.  I  happen  to  believe  personally 
that  toward  the  end  of  this  century 
and  well  into  the  next  century  the  use 
of  solar  is  going  to  have  to  become 
one  of  our  major  sources.  I  think  our 
only  problem  is  we  can't  see  it  in  the 
time  frame  of  the  next  ten  years  on  a 
large  scale.  And  that's  what  we've 
been  trying  to  get  across. 

—Exxon  CEO  Clifton  Garvin, 
at  annual  stockholders  meeting 

Knocking  'Em  Dead 

A  play  called  Unexpected  Guests 
stumbled  into  the  Little  Theatre  and 
gave  six  performances  there.  Billed  as 
a  comedy,  it  contained  not  a  single 
witty  line,  not  a  single  amusing  inci- 
dent. Nobody  knows  how  curiosities 
of  this  kind  manage  to  get  to  Broad- 


way; if  some  foundation  wanted  to  of- 
fer me  a  grant  of  $10  million,  I'd  make 
an  effort  to  find  out. 

—Brendan  Gill,  The  New  Yorker 

*    *  * 

Herb  Gardner  has  been  turning  out 
plays  and  movies  of  increasing  self-in- 
dulgence, cutesiness  and  indigestibili- 
ty.  His  archness— really  fallen  arch- 
ness—has reached  the  limits  of  human 
endurance.  In  Thieves,  which  he  has 
now  perpetrated  on  both  stage  and 
screen,  it  goes  beyond  them. 

—John  Simon,  New  York 

A  Lost  Cause 

There  was  something  real  about 
the  new  Chuck  Colson,  I  decided 
after  a  period  of  skepticism.  He  was 
different,  but  his  faith  did  not  erase 
his  old  zest  or  wit.  "Sometimes  I 
don't  think  there's  much  ministry  for 
me  to  do  in  here,"  he  twinkled  one 


night.  "All  these  Mafia  guys  say 
they're  already  good  Catholics." 

—John  Dean,  Blind  Ambition 

Poor  Food  Judges 

The  Beautiful  People,  I've  found, 
aren't  always  the  best  judges  of  food 
—partly  because  they  stay  beautiful 
by  picking  listlessly  at  cottage  cheese 
and  pineapple  salads,  seldom  encoun- 
tering the  peasant-derived  fare  on 
which  all  great  cooking  is  based,  and 
partly  because  frequent  obligatory  ap- 
pearances at  rubber  chicken  testimo- 
nial dinners,  catered  charity  buffets 
and  the  like  will  paralyze  any- 
one's palate. 

—Jay  Jacobs,  Gourmet 

Without  Clout 

A  sect  is  a  religion  with  no  po- 
litical power. 

—Tom  Wolfe 


OIL  IS  GUMMING  UP  OUR  BALANCE  OF  TRADE 


The  U.S.  this  year  is  racking 
up  a  record  trade  deficit  of  $20 
billion  to  $25  billion.  Two  years 
ago  we  had  a  surplus  of  $9  billion. 
Why  this  frightening  deterioration? 

Our  trade  troubles  can  be 
summed  up  in  one  word:  energy. 
Of  the  $150  billion  of  1977's  ex- 
pected U.S.  imports,  over  $40  bil- 
lion will  go  for  oil.  In  1972  our  oil 
import  bill  was  under  $5  billion. 

Setting  aside  our  dealings  with 
OPEC— that  is,  what  we  import 
from  them  and  what  we  sell  to 
them— the  U.S.  is  running  a  healthy 
trade  surplus  of  several  billion  dol- 
lars. This  is  quite  an  achievement 
given  the  fact  that  our  economy  is 
growing  far  faster  than  most  of 
those  of  the  industrial  world.  Five 
years  ago,  in  something  of  a  similar 
situation,  we  had  serious  deficits. 

The  most  meaningful  action  we 
can  take  concerning  our  balance- 
of-payments  red  ink  is  to  enact 
a  substantive  energy  policy,  and 
this  is  just  what  the  Carter  Admin- 
istration is  trying  to  do.  If  this 
country's  automobiles  were  twice 
as  gas  efficient  as  the  current  level, 
for  example,  our  import  bill  would 
be  cut  by  $20  billion. 

Why  then  are  certain  congres- 
sional and  other  government  offi- 
cials, as  well  as  the  Bank  for  Inter- 
national Settlements,  accusing  the 
U.S.  of  complacency  on  this  mat- 
ter, even  though  we  are  at  last 


By  M.S.  Forbes  Jr. 

coming  to  grips  with  the  funda- 
mental weakness  in  our  trade? 

The  answer  lies,  as  it  does  in  so 
many  of  these  cases,  in  per- 
sonalities and  politics.  The  chief 
red-flag  waver  at  the  Commerce 
Department  is  the  man  in  charge 
of  promoting  trade— who  just  hap- 
pens to  want  an  increase  in  his 
budget.  For  him  to  say  our  deficit 
is  mostly  energy-related  would 
help  the  proposed  Energy  Depart- 
ment more  than  his  own. 

In  recent  months,  the  financial 
headlines  have  been  dominated  by 
the  International  Monetary  Fund. 
This  has  raised  a  certain  amount 
of  jealousy  in  another  once-impor- 
tant international  institution— the 
Bank  for  International  Settlements. 
Most  people  had  forgotten  that 
it  exists.  Its  ambitious  director 
wished  to  change  that,  and  so  he 
used  the  time-honored  ploy  of  pub- 
licly scolding  Uncle  Sam  for 
something  he  is  not  guilty  of.  As 
usual,  the  tactic  worked.  The  BIS 
got  the  desired  headlines. 

In  sum,  there  is  nothing  wrong 
with  our  balance  of  trade  that  an 
effective    energy    policy  cannot 
cure,  or  at  least  largely  mitigate. 
*    *  * 

In  his  upcoming  package  of  pro- 
posed tax  changes,  President  Car- 
ter will  probably  recommend  elim- 
inating the  preferential  treatment 
given  capital  gains.  The  maximum 


rate  on  most  forms  of  investment 
income  is  70%;  on  capital  gains, 
around  45%.  "Why  should  one 
source  of  income  be  taxed  differ- 
ently from  another?"  the  President 
has  asked. 

The  answer  in  relation  to  capital 
gains  is  simple:  the  degree  of  risk 
involved.  What  has  helped  this 
country  immeasurably  over  its  his- 
tory has  been  the  willingness  of 
investors  to  risk  money  in  new 
methods,  companies,  industries.  As 
recent  years  have  painfully  demon- 
strated, there  is  considerable  peril 
in  putting  one's  money  even  into 
successful,  established  companies. 
Because  the  chances  of  losing  in- 
vested money  are  real,  possible 
aftertax  rewards  should  be  some- 
what commensurate  with  that  risk. 

True,  the  capital  gains  tax  has 
been  abused  with  many  tax-shel- 
ter gimmicks.  It  would  be  wiser, 
however,  to  get  rid  of  these  phony 
shelters  than  it  would  be  to  elimi- 
nate the  tax  differential. 

"Reformers"  should  ask  them- 
selves: What  incentive  is  there  for 
people  to  hazard  their  money  in 
real  estate,  in  stocks,  if  any  resul- 
tant gains  will  be  treated  as  ordi- 
nary income,  if  up  to  70%  will  go 
to  Uncle  Sam?  Why  wouldn't  these 
investors  simply  invest  in  high- 
quality  government  bonds  or  in 
tax-free  municiples  and  sleep 
soundly  at  night? 
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Sabieliner  presents  the 
workingman's  jet 


The  incomparable  Sabreliner®  75A:  a  jet  that  understands  the  needs  of  a  working 
businessman  —  and  meets  them  all. 

There's  ample  room  inside  for  ten  people  —  plus  ample  room  for  all  of  them  to  get  down  to 
business.  There's  also  walking-around  room  (a  concept  hard  to  grasp  if  you're  used  to  a  company 
minijet).  The  new  Sabreliner  75A  is  even  wider  than  the  spacious  Sabreliner  60  and  has  luxury 
appointments  which  would  enhance  the  home  office. 

This  workingman's  jet  also  has  a  complete  galley.  A  private,  stand-up  lavatory.  And  in-flight 
access  to  luggage.  Plus  many  other  interior  features  which  clearly  mark  this  jet  as  an  airplane  built 
for  businessmen  —  by  businessmen. 

The  Sabreliner  is  also  all  business  in  the  performance  department.  It  cruises  at  550  mph  plus 
and  has  a  range  of  1750  miles  with  IFR  reserve.  Its  engines  are  extremely  clean  and  more  than  quiet 
enough  to  meet  Federal  noise  standards. 

The  incomparable  Sabreliner  75A.  Just  the  place  to  hold  a  strategy  meeting,  or  just  plain  relax 
on  the  way  to  one. 

For  full  details  on  the  Sabreliner,  call  our  Vice-President  of  Marketing,  Jud  Brandreth, 
314/731-2260.  Or  write  our  worldwide  marketing  and  support  headquarters:  Sabreliner  Division, 
Rockwell  International,  6161  Aviation  Drive,  St.  Louis,  Missouri  63134. 


Rockwell 
International 


...where  science  gets  down  to  business 
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Tender  Offers 

That  Nobody  Opposes 

J.  Paul  Getty  knew  how  to  make  them.  So  do  IBM 
and  Teledyne  and  Tandy.  Is  the  habit  catching? 


What  was  good  enough  for  Interna- 
tional Business  Machines  was  good 
enough  for  Charles  Tandy,  the  59- 
year-old  cigar-waving  boss  and  found- 
er of  Tandy  Corp.  Back  in  February, 
IBM  offered  to  purchase  5.5  million 
of  its  own  shares  at  $280  per  share. 
Last  month,  for  the  second  time  in 
less  than  a  year,  Tandy  Corp.  made  a 
tender  offer  to  its  own  stockholders, 
offering  to  buy  3.5  million  shares  for 
$29  each  in  cash,  well  above  the 
then  market  value  of  $24. 

Tandy  Corp.,  which  operates  3,000 
Radio  Shack  stores  throughout  the 
world,  is  an  immensely  profitable  op- 
eration, netting  $64  million  last  year 
on  sales  of  $742  million.  But  its  stock 
has  not  done  well  recently,  dropping 
from  as  high  as  47  last  year  to  as  low 
as  21  this  year.  At  prices  like  that, 
the  stock  seemed  irresistible  to  Tan 
dy,  and  he  arranged  to  borrow  $100 
million  to  make  the  tender  offer.  The 
two  buy-ins  will  reduce  Tandy's  out- 
standing shares  from  15.4  million  in 
1976  to  about  12  million  shares. 

Buying  in  your  own  stock  is  hardly 
new.  But  the  Tandy  and  IBM  tender 
offers  were  interesting  because  both 
were  made  at  well  above  book  value; 
neither  company  was  getting  assets  at 
a  bargain.  "What  they  were  getting, 
however,  was  earnings  at  a  bargain. 
Charles  Tandy  figures  it  like  this: 

"We're  predicting  earnings  of  $4.10 
to  $4.40  for  our  fiscal  year  that  ended 
June  30.  To  finance  the  $29  offer 
price,  we're  paying  prime  rate  for  the 
money,  or  6.5%.  On  $29,  that  interest 
cost  is  about  $2  pretax,  or  $1  a  share 
after  taxes.  So,  for  $1  in  interest  cost 
we're  buying  shares  that  earn  better 
than  $4  and  spreading  the  gain  over 
the  other  shares."  Once  that  gain  is 
spread  over  the  reduced  capitaliza- 


tion, Tandy  will  be  earning  well  over 
$5  a  share  for  fiscal  1977. 

You  could  do  similar  arithmetic  for 
hundreds  of  U.S.  companies  whose 
stocks  are  selling  for  low  multiples 
and  which  have  surplus  cash  or  sur- 
plus borrowing  power.  Will  stock 
buy-ins  like  Tandy's  and  IBM's  In- 
come more  common? 

One  savvy  Wall  Streeter  who 
thinks  they  will  is  Alan  I.  Greene, 
managing  partner  of  David  J.  Greene 
&  Co.,  a  firm  noted  for  its  ability  to 
pick  undervalued  situations  (Fohbes, 
May  I).  "I  think  the  trend  is  already 
under  way.  The  reasons  are  obvious: 
The  general  market  is  undervalued  by 
historical  standards.  Corporations 
look  at  the  value  of  their  assets,  and 
then  look  at  their  shares;  if  they're 
liquid,  as  many  companies  are  these 
days,  they  may  decide  to  buy  in 
shares.  That's  been  true  for  the  last 
year  or  so.  But  when  IBM  docs  it, 
that  sort  of  puts  the  establishment's 
stamp  of  approval  on  it." 

Of  course,  a  cash-rich  company 
doesn't  have  to  tender  for  its  own 
shares;  it  might  find  another  com- 
pany's stock  more  tempting.  But  en- 
trenched managements  are  finding 
new  ways  to  make  things  hot  for 
would-be  acquisitors. 

So  if  you're  in  the  market  for  stock, 
why  not  buy  your  own?  That  logic 
appealed  to  Applied  Digital  Data 
Systems,  which  last  month  announced 
that  it  would  pause  in  its  search  for 
merger  partners  and  would  repur- 
chase some  of  its  own  shares  instead. 

Relative  to  the  returns  available  on 
new  plant  and  equipment  in  this  age 
of  inflation  and  environmentalism,  the 
return  on  investment  in  one's  own 
stock  can  be  pretty  compelling.  Go 
back  to  the  Tandy  example:  Suppose 


Charles  Tandy:  If  the  stock  market 
doesn't  like  Tandy  Corp.,  he  knows 
an  interested  investor— Tandy  Corp. 


Tandy  Corp.  borrowed  the  same  $100 
million  that  it  plans  to  spend  on  its 
own  stock.  Let's  be  generous  and  as- 
sume Tandy  could  invest  the  money 
in  an  expansion  project  that  would 
earn  30%  pretax.  After  paying  interest 
at  the  prime  rate  and  paying  taxes  at 
48%,  Tandy  would  net  about  $12.2 
million— about  80  cents  a  share  on  its 
current  capitalization,  a  good  deal 
less  than  it  would  net  by  buying  in  its 
own  stock.  So,  why  take  the  risk? 

For  Tandy,  the  beauty  part  is  that 
this  shrinking  of  its  capitalization  will 
probably  not  put  any  crimp  into  its 
normal  expansion.  With  an  annual 
cash  flow  of  well  over  $80  million,  it 
can  finance  all  the  expansion  it  wants 
and  still  have  money  to  reduce  the 
debt  from  buying  its  own  stock. 

Following  this  logic,  numerous  com- 
panies have  bought  in  their  own  stock 
in  recent  months— among  them  CBS, 
Ethyl  Corp.  and  Mary  Kay  Cosmetics. 

And,  of  course,  there  is  the  ex- 
ample of  Teledyne  and  its  brilliant, 
stubborn  boss,  Dr.  Henry  E.  Single- 
ton. Between  1972  and  1976,  while 
his  stock  was  languishing  in  the  dog- 
house, Singleton  made  tender  offer 
after  tender  offer,  sometimes  for  cash, 
sometimes  for  debentures.  When  he 
was  finished,  Teledyne  had  reduced 
its  common  capitalization  by  two- 
thirds.  Thus  when  Teledyne's  earn 
ings  began  to  rise,  they  were  spread 
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over  a  relatively  small  capitalization, 
and  the  remaining  stockholders 
reaped  a  rich  harvest.  Teledyne  sold 
as  low  as  9  in  1975;  now  it  is  over  70. 

There  are,  of  course,  some  good 
reasons  why  cash-rich  companies 
don't  like  buying  their  own  stock,  and 
might  prefer  to  increase  dividends  in- 
stead. "One  important  negative,"  says 
the  top  finance  man  of  a  Wall  Street 
firm,  "is  that  management  is  in  effect 
saying,  'We  can't  think  of  anything 
better  to  do  with  this  cash.'  " 

There  are  other  deterrents.  For  ex- 
ample, a  company  that  purchases  its 
own  shares  usually  cannot  apply  the 
pooling-of-interest  accounting  treat- 
ment to  mergers  involving  the  use  of 
its  own  treasury  stock,  if  the  merger 
takes  place  within  two  years  of  the 
stock  repurchase.  Also,  a  repurchase 
shrinks  a  company's  float  and  thus 


Since  1972  Nigerians  have  done  bet- 
ter in  their  stock  market  than  investors 
anywhere  else  in  the  world.  Some 
stocks,  such  as  United  Africa  Co., 
have  at  times  paid  dividends  of  as 
much  as  60%.  Many  have  shown  quick 
capital  appreciation  of  over  100%. 

For  these  windfalls  Nigerians  can 
thank  their  government.  But  the  com- 
panies they've  invested  in  are  fuming. 
What  the  government  did,  in  effect, 
was  to  take  majority  ownership  of  the 
companies  from  their  foreign  parents 
and  sell  it  on  the  cheap. 

This  kind  of  thing  is  usually  called 
nationalization  or,  less  politely,  con- 
fiscation. But  here  it  is  called  "indigeni- 
zation"  and  takes  a  different  form. 
Nigeria  is  essentially  a  very  capitalistic 
country  (Forbes,  Dec.  1,  1976) 
where  marketplace  trading  skills  are 
well  developed  and  highly  valued— 
and  where  foreign  companies,  most- 
ly British,  have  a  100-year  history  of 
high  profits.  According  to  recent  Ni- 
gerian law,  international  companies 
must  give  up,  through  private  place- 
ments or  through  the  ten-year-old 
Lagos  stock  exchange,  a  fixed  per- 
centage of  their  Nigerian  subsidiaries 
to  local  investors.  The  first  round  of 
indigenization,  in  1972,  required  a 
40%  Nigerian  shareholding.  A  second 
decree,  issued  last  January,  upped 
this  to  60%  for  most  industries,  but 
100%  for  some.  (A  few  industries  re- 
mained at  40%.  A  handful  of  compa- 


could  make  a  raider's  task  easier. 

Nor  do  you  necessarily  get  quick 
results.  Teledyne's  stock  kept  drop- 
ping after  Singleton  began  buying  in 
the  stock.  Tandy  shares  were  lower 
in  early  June  than  they  had  been  at 
the  time  of  Tandy's  buy-in  last  De- 
cember. And  IBM  recently  sold  20 
points  below  what  it  had  been  paying 
for  its  own  shares.  The  payoff— if  there 
is  one— is  usually  long  term. 

Which  helps  explain  why  buy-ins 
tend  to  predominate  in  companies 
where  management  owns  a  substan- 
tial block  of  stock.  By  shrinking  the 
capitalization,  management  increases 
its  relative  ownership.  After  the  two 
recent  Tandy  offers,  Charles  Tandy's 
percentage  of  ownership  will  rise  to 
8%  from  4%. 

You  can  say  this  for  a  company 
buying  in  its  own  stock:   When  a 


nies— like  International  Business  Ma- 
chines, which  would  probably  leave 
rather  than  surrender  ownership- 
have  squeaked  past  the  first  decree, 
but  are  in  limbo  as  to  the  second. ) 

Foreigners  resident  in  Nigeria  are 
not  eligible  to  buy  the  stock,  and  us- 
ing a  Nigerian  front  man  is  both  ille- 
gal and  risky:  Who  is  to  prevent  him 
from  walking  off  with  "his"  shares? 
"I  certainly  would  have  bought  shares 
if  I  could  have,"  says  William  How- 
ard, a  South  African  who  worked  in 
Lagos  for  three  years.  "Some  Nigeri- 
ans borrow  small  fortunes  to  buy  stock 
and  get  twice  as  much  in  dividends  as 
they're  paying  at  the  bank." 

How  did  Nigerian  stocks  come  to 
offer  such  generous  profits?  The  gov- 
ernment decides  how  much  a  given 
company's  shares  should  be  sold  for, 
so  investors  get  the  bargains.  In  the 
1972  round,  most  of  the  newly  created 
shares  were  issued  at  under  $1.  Many 
of  them  are  companies  well  worth 
owning  a  piece  of:  United  Africa  (a 
Unilever  subsidiary),  Dunlop  Tire, 
Guinness  and  Cadbury  Schweppes. 

Individuals,  banks  and  pension 
funds  gobbled  up  the  stock— United 
Africa's  offer  was  ten  to  15  times 
oversubscribed.  Foreign  companies 
tend  to  do  exceedingly  well  in  Ni- 
geria. There  is  a  huge  home  market 
for  such  things  as  beer  and  tooth- 
paste—there are  over  70  million  Ni- 
gerians—and, since  the  first  oil  price 


management  does  so  without  tender- 
ing its  own  shares,  it  is  expressing 
confidence  in  the  company's  future. 

All  this  was  not  lost  on  the  late 
Paul  Getty.  In  1960  Tidewater  Oil 
Co.,  which  he  indirectly  controlled, 
needed  capital  to  expand  with,  so  it 
ceased  paying  dividends  on  its  com- 
mon. To  sooth  disgruntled  stockhold- 
ers—and to  increase  his  own  equity 
in  the  company,  Getty  offered  to  trade 
the  nondividend-paying  common  for 
dividend-paying  preferred.  He  had 
enough  faith  in  the  company's  future 
to  eschew  dividends  even  if  many  mi- 
nority stockholders  didn't.  Almost 
half  the  stock  was  tendered,  and 
Getty's  percentage  ownership  dou- 
bled. It  took  a  while,  but  the  stock- 
holders who  stayed  with  Getty— like 
those  who  stayed  with  Henry  Single- 
ton—made out  handsomely.  ■ 


rise,  a  big  boom  has  been  going  on. 
Nigeria  is  Guinness'  best  market  out- 
side Ireland  and  Britain:  Nigerians 
say  the  frothy  black  stout  bolsters  vi- 
rility. Last  year  United  Africa,  which 
makes  soap,  harvests  timber  and  sells 
tractors,  among  other  things,  had 
sales  of  $847  million  and  an  operat- 
ing profit  of  $134  million  in  Nigeria. 
The  only  way  companies  can  get  their 
profits  out  of  Nigeria  is  to  pay  their 
parent  companies  dividends.  That 
means  peak  dividends— 60%  going  to 
Nigerians.  Ironically,  the  government 
is  now  limiting  dividends  to  30%  to 
damp  inflationary  pressures. 

The  latest  issue  price  set  for  UAC 
stock  was  roughly  two  times  earnings. 
Unilever  Chairman  David  Orr  figures 
that  ten  times  earnings  would  have 
been  more  reasonable  and  calls  the 
valuation  "most  unfair  by  any  stan- 
dard." No  wonder  he  is  upset:  Be- 
cause of  the  switch  from  60%  to  40% 
ownership  of  the  Nigerian  operation 
by  UAC,  Unilever  showed  a  9%  prof- 
it drop  instead  of  a  6%  increase  in  the 
latest  fiscal  quarter.  Other  firms  have 
acquiesced  more  quietly,  willing  to 
settle  for  a  smaller  slice  of  the  rapid- 
ly growing  pie  that  is  Nigeria. 

The  new  indigenization  round, 
which  must  be  completed  by  the  end 
of  1978,  will  bring  about  200  foreign 
companies  to  the  stock  exchange, 
whereas  there  were  only  about  25  in 
the  first  round.  There  are  probably  as 
few  as  75,000  Nigerian  investors  now, 
but,  with  the  new  oil  wealth  and  re- 
strictions on  the  number  of  shares  an 
individual  can  hold,  the  current  round 
will  bring  much  wider  stock  owner- 
ship. Control  may  remain  with  the 
parent  companies,  but  more  lucky  Ni- 
gerians will  get  profits  that  used  to  go 
back  to  corporate  headquarters.  ■ 


But  It  Still  Hurts 


You've  heard  of  nationalization.  Now  hearken  to 
"indigenization"— which  is  how  Nigeria  dispossesses 
foreigners  and  retains  soaring  profits  at  home. 
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Gimme  Shelter 


The  Tax  Reform  Act  killed  the  tax-shelter  game, 
right?  Wrong.  The  business  is  yeastier 
than  ever.  (And  just  about  as  tricky.) 


By  HAROLD  SENEKER 

An  uninformed  visitor  to  John 
Loughlin's  office  might  think  he 
had  wandered  into  the  chair- 
man's office  by  mistake.  His 
space  at  Merrill  Lynch,  Pierce, 
Fenner  &  Smith  is  large.  The 
view  is  panoramic.  The  carpet 
is  thick.  The  freestanding  desk 
is  dark,  polished  wood,  elegant- 
ly paneled,  its  surface  unclut- 
tered by  even  a  single  sheet  of 
paper.  Loughlin's  manner  is  cul- 
tivated, smooth  and  relaxed, 
and  he  is  very  persuasive.  "Mer- 
rill Lynch  studied  this  business 
for  years  and  years  before  get- 
ting into  it  in  1972,"  he  tells  a 
visitor.  "And  now  we  proceed 
very  carefully,  very  cautiously." 

Tax  shelter  is  Loughlin's 
game,  and  the  intimations  of 
established  wealth  and  caution 
he  and  his  office  exude  have  a 
purpose:  The  unwary  affluent 
nave  been  taken  for  many  mil- 
lions of  dollars,  often  legally,  in 
this  business.  Loughlin's  de- 
meanor says:  There's  none  of 
that  here. 

Tax  shelters  are  booming 
again,  in  good  part  because  in- 
flation, prosperity  and  our  pro- 
gressive tax  laws  keep  pushing 
more  and  more  people  into 
brackets  where  paying  really 
hurts.  Given  Merrill  Lynch's  fine 
reputation,  it  appealed  to  cus- 
tomers who  wouldn't  trust  an 
ordinary  tax-shelter  deal.  "In  1975  we 
attracted  $53  million  in  [tax  shelter] 
equity  investments,"  Loughlin  says, 
leaning  back  in  his  chair.  "Last  year, 
$77  million;  this  year  we  expect  to  do 
over  $100  million." 

Merrill  Lynch  is  by  no  means  alone. 
Today  nearly  every  retail  brokerage 
house  in  the  country  has  discovered 
the  potential  of  tax  shelters  as  a  new 
source  of  business. 

Sales  commissions  run  from  6%  to 
8.5%  of  the  money  invested,  the  kind 
of  return  that  energized  all  those  mu- 
tual fund  salesmen  back  in  the  Six- 
ties and  Fifties. 


Mr.  Conservative:  Merrill  Lynch's  John 
Loughlin  deals  in  little  besides  real  estate 
and  oil-drilling  tax-shelter  programs. 


Last  year  tax  shelters  attracted  at 
least  $2.4  billion.  About  $1.2  billion 
of  that  was  in  public  placements  reg- 
istered with  the  Securities  &  Exchange 
Commission  or  with  state  agencies. 
The  other  half  (or  more)  is  in  private 
placements,  which  are  limited  to  35 
or  fewer  investors  and  which  do  not 
have  to  register  with  the  SEC.  Pri- 
vate placements  are  the  province  of 
not  only  the  brokers,  but  a  whole 
army  of  lawyers,  accountants  and 
promoters— some  sharp,  some  of  them 
just  sharks. 

This  year's  take  in  tax  shelters- 
public  and  private-could  be  higher 


still.  The  industry's  rule  of 
thumb  is  that  anyone  who  has 
part  of  his  income  in  the  fed- 
eral 50%  bracket  is  a  prospect. 
Published  Internal  Revenue  Ser- 
vice data  for  1973  (the  latest 
figures)  showed  568,849  tax- 
payers at  the  50%  level  or  high- 
er that  year.  That's  a  lot  of  po- 
tential business.  Since  then, 
many  more  thousands  of  rock 
singers,  TV  personalities,  doc- 
tors, airline  pilots,  lawyers  and 
assorted  executives  have  joined 
the  top  brackets. 

Last  year's  reforms  reduced 
but  by  no  means  eliminated 
their  opportunities  for  shelter. 
Many  of  the  more  absurd  deals 
(deduct  three  times  your  in- 
vestment the  first  year,  and  the 
like)  have  been  squelched,  but 
worthwhile  shelters  remain 
(and  many  new  absurdities  are, 
naturally,  being  hatched). 
"Nearly  all  of  our  volume  is  in 
real  estate  tax  shelters,  and 
in  oil-and-gas-drilling  ventures," 
says  Loughlin. 

Real  estate  was  relatively 
lightly  touched  by  the  Reform 
Act,  and  government-subsidized 
housing  for  the  poor  and  elder- 
ly hardly  at  all.  And  the  po- 
tential, if  always  unpredictable, 
returns  on  drilling  ventures  are 
now  such  that  allowable  write- 
offs make  them  a  good  business- 
man's risk. 

How  can  you  tell  a  fair  drill- 
ing deal  from  a  bad  deal? 

Victor  Alhadeff,  the  31-year-old 
founder  and  chairman  of  ENI  Corp., 
perhaps  the  country's  leading  factor 
in  financing  independent  oil  and  gas 
drillers,  has  some  rules  of  thumb.  It  is 
rational,  he  figures,  for  a  conservative 
investor  (developmental  drilling,  as 
opposed  to  wildcatting)  to  shoot  for: 
cash  flow  beginning  in  12-plus 
months;  his  original  investment  back 
in  four  years  or  so  (not  counting  tax 
benefits);  and  a  cash  return  of  2  to  1 
on  his  investment  over  the  normal  ten- 
year  economic  life  of  the  producing 
wells.  None  of  this  is  guaranteed, 
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mind  you— each  well  is  a  gamble— but 
it  is  a  reasonable  goal.  (As  for  ex- 
ploratory drilling,  Alhadeff  makes  it 
clear  that's  strictly  a  crap  shoot. ) 

Then  comes  the  tax  benefit:  deduc- 
tions in  the  first  year  equal  to  70%  to 
80%  of  the  cash  investment,  with  the 
rest  of  it  written  off  in  the  second 
(and  perhaps  third)  year.  There  is 
also  partial  shelter  for  the  income 
from  the  wells,  provided  by  the  de- 
pletion allowance. 

Switching  to  real  estate  deals,  the 
brokers'  offers  generally  fall  into  two 
categories.  One  is  pooled  investments 
in  existing  commercial  and  apartment 
buildings.  These  are  basically  conven- 
tional real  estate  investments,  normally 
favored  under  tax  law,  cut  up  into 
conveniently  sized  units  of  a  few  thou- 
sand dollars  each.  They  shelter  little  or 
none  of  the  investor's  other  income, 
but  do  provide  a  tax-free  cash  flow 
and/or  prospective  capital  gains. 

The  other  is  subsidized  housing. 
"There's  been  a  pickup  in  the  last  four 
or  five  months,"  Loughlin  says,  and 
produces  a  sheet  of  paper  outlining 
one  such  deal.  In  it,  a  theoretical  in- 
vestor puts  in  $60,000  in  five  annual 
installments.  In  each  of  those  years, 
his  tax  deductions  run  from  1.5  to  1.9 
times  the  year's  installment.  Deduc- 
tions continue,  in  amounts  declining 
steadily  toward  zero,  for  a  full  20 
years.  Total  deductions  over  two  de- 
cades: $178,900.  "But  there  are  risks," 
he  concedes.  "You  cannot  sell  for  15 
to  20  years.  If  the  buildings  deteri- 
orate and  have  to  be  abandoned  in 
that  time,  the  tax  law's  recapture  pro- 
visions kick  in,  and  you  get  presented 
with  a  big  tax  bill  for  some  or  all  of 
those  early  deductions.  Moreover,  the 
cash  return  is  limited  by  the  govern- 
ment to  6%,  but  rarely,  if  ever,  gets 
that  high;  we  project  1.5%  to  3%."  In 


other  words,  the  real  payoff  is  in  the 
tax  offsets,  not  in  the  deal  itself. 

Ah  yes!  There  are  plenty  of  draw- 
backs to  tax  shelters!  Stephen  Blank, 
31,  of  Bache.  Halsey  Stuart  has  the 
same  job  as  Loughlin's:  running  his 
firm's  tax-shelter  operation.  Where 
Loughlin  mostly  sounds  a  "conserva- 
tism" theme,  Blank  is  more  direct 
about  discussing  risk. 

"Too  many  people  see  only  the  tax 
loss  and  not  the  dangers,"  he  says  be- 
tween phone  calls.  "When  we  first 
started,  we  found  we  had  trouble  re- 
minding salesmen  enough  times  that 


shelters  pass  the  risks  through  to  the 
investors  along  with  the  benefits." 

The  brutal  fact  is  that  people  have 
been  burned  in  the  past  in  tax  shel- 
ters—and will  be  again.  The  very  best 
ones  are  often  kept  by  insiders  and 
are  rarely  available  to  the  general 
public.  On  top  of  this,  limited  partner- 
ships—the structure  given  nearly  all 
tax  shelters— are  wide  open  to  poten- 
tial abuse,  and  often  rife  with  built-in 
conflicts  of  interest.  The  limited  part- 
ners—that is,  the  public— do  not  run 
the  business.  The  general  partner,  who 
has  the  unlimited  liability  and  pre- 
sumably the  expertise,  does  that  his 
way.  And  he  may  well  have  little  of 
his  own  funds  invested  in  the  venture. 

Knowledgeable  people,  like  ex-com- 
missioner of  the  IRS  Sheldon  Cohen, 
have  come  to  develop  very  jaundiced 
views.  "When  you  say  'tax  shelter,' 
your  average  doctor  or  lawyer  doesn't 
really  look  at  the  deal,"  claims  Cohen. 
"He  just  wants  to  know  what  the  tax 
saving  is.  If  it's  big,  he  says,  'Where 
do  I  line  up?'  That's  why  I  expect  an 
awful  lot  of  crap  to  be  offered  again 
this  year— just  like  every  year." 

Tucked  away  in  the  relative  fast- 
ness of  Johnstown,  Pa.,  William  G. 
Brennan,  34,  studies  the  offerings  with 
a  hard  eye.  He  publishes  a  wide- 
ranging,  knowledgeable  newsletter  de- 
voted to  analyzing  tax  law  and  tax 
shelters  of  every  description.  Inundat- 
ed by  prospectuses  and  offering  memo- 
randa, Brennan  has  some  rules  for 
judging  tax  shelters. 

The  first  (and  sometimes  the  last) 
is  simply  an  X  ray  of  the  promoter's 
reputation.  If  you  have  connections 
with  a  major  accounting  firm,  it  can 
often  provide  references  for  you 
with  a  single  telephone  call  to  its 
local  office. 

"Also,  see  what  company  the  pro- 


moter keeps,"  says  Brennan.  "Who 
does  his  accounting?  If  reputable 
brokers  offer  the  deal,  that  is  a  good 
sign  because  they  have  to  do  some 
checking  on  their  own. 

"Then  you  look  at  the  promoter's 
track  record  in  other  deals.  He  must 
disclose  it  in  public  offerings;  if  he's 
making  a  private  offering,  find  out 
anyway. 

"You  also  want  to  know  the  general 
partner's  net  worth,  so  you  can  com- 
pare its  financial  strength  with  all  the 
commitments  and  contingent  liabili- 
ties it  faces.  If  you  discover  a  shell 


Customizer:  Bache's  Blank  fits 
tax  shelters  into  the  firm's 
investment  marketing  strategy. 


corporation  when  you  look,  or  can't 
determine  net  worth,  watch  out. 

"Sales  commissions  shouldn't  have 
to  be  much  over  8%  or  8.5%  [very  rare- 
ly 10%].  If  they're  hidden,  or  if  some- 
one tells  you  there  is  no  commission, 
run.  There  has  to  be  a  commission 
somewhere— you're  almost  never  deal- 
ing with  the  principal.  If  they're  hid- 
ing that,  they're  hiding  other  things." 

Then  Brennan  goes  over  a  few  of 
the  legal  ripoffs. 

"Make  sure  you  can't  be  hit  for  in- 
voluntary assessments— finding  addi- 
tional , funds  at  need  should  be  the 
general  partner's  responsibility.  And 
look  at  the  fees.  Especially  the  fees 
and  expenses  he  bills  at  the  front  end, 
before  any  fixed  investments  are  made. 
The  front-end  load  shouldn't  exceed 
20%,  including  sales  commissions— or 
about  10%  in  equipment-leasing  deals, 
which  are  very  cheap  to  set  up. 

"And  have  trained,  able  counsel  go 
over  the  legal  opinion  that  comes  with 
every  offering  very,  very  carefully. 
Don't  skimp  on  this.  The  opinion  al- 
ways looks  impressive,  but  often  it 


". . .  'Too  many  people  see  only  the  tax  loss  and  not  the 
dangers.  When  we  first  started,  we  found  we  had  trouble 
reminding  salesmen  enough  times  that  shelters  pass  the 
risks  through  to  investors  along  with  the  benefits' . . ." 
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[turns  out  to  be  so  heavily  hedged  it 
doesn't  really  say  anything. 

"Need  I  add  that  the  underlying 
business  needs  to  be  economically  vi- 
able?" Each  type  of  shelter  has  its 
own  unique  twists. 

Take  oil  and  gas  drilling.  One  good 
measure  of  an  oil  and  gas  deal  is  the 
division  of  the  spoils.  The  general 
partner,  remember,  may  have  very 
little  capital  in  the  deal,  and  charges 
assorted  fees  and  expenses,  besides 
getting  his  percentage  of  any  income. 
Some  operators  will  subordinate  their 
entire  share  of  the  income  until  the 
limited  partners— that  is,  the  public- 
get  their  investment  back  (the  "pay- 
out" period).  Others  will  want  up  to 
25%  of  the  cash  return  until  payout, 
then  jump  their  share  to  a  more  nor- 
mal 40%.  That's  still  okay.  But  the  man 
who  wants  40%  from  the  start  and  a 
big  front-end  fee  is  not  okay.  Desir- 
able feature:  a  buy-back  agreement 


whereby  the  investor  can  get  out  early 
if  he  must. 

Real  estate  is  even  trickier— particu- 
larly the  private  offerings,  which  have 
lower  disclosure  requirements.  Fees 


". . .  The  first  [test] ...  is 
simply  an  X  ray  of  the 
promoter's  reputation  . . ." 


can  be  very  hard  to  identify  or  quan- 
tify—the general  partner's  parent  or 
affiliates  may  be  and  often  are  col- 
lecting the  real  estate  commissions,  the 
financing  fees,  the  finders'  fees,  the 
property  insurance  commissions,  the 
management  fees,  etc.,  etc.  The 
charges  may  or  may  not  be  reason- 
able. "The  promoter's  credibility  is 
more  crucial  than  ever  here,"  com- 
ments Brennan. 


Needless  to  say,  when  such  real  es- 
tate deals  start  looking  too  good  to  be 
true,  it  is  time  to  get  nervous.  If  the 
first-year  writeoffs  much  exceed  the 
investor's  total  contribution,  assume 
that  the  deductions  include  an  exces- 
sive burden  of  hidden  fees.  Inordinate- 
ly high  cash-return  projections-12% 
or  more— should  be  considered  more 
come-on  than  reality. 

Finally,  of  course,  the  investor 
would  do  well  to  remember  that  tax 
shelters— with  very  few  exceptions- 
are  practically  unsalable  assets. 

Are  tax  shelters  worth  it,  after  all? 
To  the  promoters  and  salesmen,  most 
definitely  yes.  To  the  general  public, 
the  answer  must  be:  only  after  the 
most  careful  research  and  only  if  there 
is  a  great  deal  of  money  to  be  saved. 
And  only  if  the  money  invested  can  be 
walked  away  from,  if  worse  comes  to 
worst.  If  in  doubt,  better  walk  away 
at  the  start  and  pay  the  taxes.  ■ 


The  Wimbledon  Wangle 

What  to  do  next  year  if  this  year  fell  through. 


If  you  want  a  center  court  seat  at 
Wimbledon  next  year,  think  big.  Don't 
try  to  get  advance  tickets— the  odds 
are  against  you.  Don't  buy  from  the 
scalpers— they  charge  $380  a  seat.  Buy 
a  piece  of  Wimbledon  instead. 

This  solution  is  only  for  corpora- 
tions and  fanatics,  but  it  is  possible  to 
get  center  court  tickets  that  work  out 
to  a  mere  $100  each  per  day— provid- 
ed someone  goes  every  day— by  buy- 
ing debentures  in  a  little  company 
called  the  All-England  Lawn  Tennis 
Ground  Ltd.,  otherwise  known  as 
Wimbledon. 

The  debentures  are  not  listed  with 
the  London  Stock  Exchange,  but  it  is 
possible  to  find  London  stockbrokers 
who  are  trading  them— when  there  are 
any  around  to  trade.  The  going  price 
is  $4,160,  and  many  dealers  will  sell 
only  pairs. 

Back  in  1974,  when  there  were 
fewer  tennis  groupies  than  there  are 
now,  Wimbledon  offered  2,100  deben- 
tures due  in  1980  at  what  was  then 
$1,685  each  ($1,220  at  current  ex- 
change rates).  Only  1,700  of  them 
were  bought,  many  of  them  by  corpo- 
rations. In  lieu  of  interest,  the  deben- 
ture entitles  the  holder  to  one  seat 
every  day  at  all  the  Wimbledon  cham- 
pionships from  1976  through  1980. 
Fringe  benefits  include  a  private 
lounge  and  even  the  promise  of  a 
parking  space. 

This  year's  crush— 37,000  fans  on 


t 

National  Triumph:  Virginia  Wade's 
Wimbledon  victory  over  Chris  Evert 
made  British  bosoms  swell  with  pride. 


some  days— proved  how  smart  those 
subscribers  were.  There  are  now  only 
three  championships  left  on  the  de- 
bentures, and  they  are  worth  over  33£ 
times  the  original  price  for  five  cham- 
pionships. "That  was,  in  retrospect, 
dirt  cheap,"  says  Donald  Marskell  of 
the  London  stockjobbing  firm  of 
Akroyd  &  Smithcrs.  "It  was  the  thing 
to  do,  whether  you  like  tennis  or  not." 
To  put  the  current  price  in  perspec- 
tive, debentures  for  six  come  to 
$25,000— the  size  of  the  purse  Bjorn 
Borg  took  home. 

Alternatives  to  the  debentures, 
other  than  standing  in  line  all  night 
or  seeing  the  scalpers?  For  just  over 
$8  each  you  can  order  advance  tickets 
when  sales  begin  next  January.  Trou- 
ble is  that  tickets  are  sold  by  ballot, 
and  only  7,000  out  of  26,000  this  year 
were  drawn.  The  only  other  possible 
alternative  would  be  to  try  and  join 
the  All-England  Lawn  Tennis  &  Cro- 
quet Club.  (There  is  a  "Wimbledon 
Club"  right  across  the  street  from  the 
All-England,  but  membership  in  that 
institution  will  avail  you  nothing  as 
far  as  seeing  center  court  tennis  is 
concerned.)  The  difficulty  with  that 
approach  is  that  there  are  just  300 
memberships  in  the  All-England  Club 
and  a  waiting  list  that  recently  num- 
bered no  fewer  than  600.  In  fact,  the 
woman  who  placed  second  in  the  1928 
Wimbledon  championship  is  still  wait- 
ing to  join.  ■ 
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Into  The  Promised  Land 

After  30  years,  Kaiser  (like  the  rest  of  the  aluminum 
industry)  looks  as  if  it's  finally  about  to  strike  it  rich. 


Shedding  unsatisfactory  acquisitions 
can  be  more  difficult  than  acquiring 
them  in  the  first  place. 

Few  nonconglomerates  diversified 
more  actively  than  Oakland,  Calif.'s 
Kaiser  Aluminum  &  Chemical  Corp.; 
few  have  shed  their  mistakes  with 
firmer  determination. 

Unlike  the  rest  of  the  aluminum  in- 
dustry's Big  Four,  as  Kaiser's  presi- 
dent and  chief  executive,  Cornell  C. 


Hardheaded:  As  Kaiser's  chief  execu- 
tive, Maier's  biggest  job  has  been 
to  shape  up  its  diversification. 


Maier,  52,  points  out,  Kaiser  has 
never  thought  of  itself  as  simply  an 
aluminum  company.  It  was  incorpo- 
rated with  a  Chemical  in  its  title,  be- 
gan selling  refractories  even  before  it 
first  sold  aluminum,  and  in  the  mid- 
Sixties  began  pushing  beyond  alumi- 
num and  the  industrial  chemicals  used 
in  aluminum  production  (like 
fluorides  and  cryolites)  into  a  wide 
range  of  other  things. 

Into  agricultural  chemicals,  for  in- 
stance, with  the  acquisition  of  South- 
ern Nitrogen  in  1966. 

Into  nickel,  through  a  joint  ven- 
ture in  New  Caledonia  with  what  is 
now  Imetal. 

Into  metals  trading  (on  its  own), 
into  ocean  shipping  (with  Kaiser 
Steel),  into  real  estate  (with  Aetna 
Life),  into  metals  exploration  (Placer 
Development),  into  strontium  mining, 
modular  housing,  leasing  and  so  on. 
"We  tried  to  enter  businesses  where 


solution  was  a  massive  writedown 
and  the  dissolution  of  the  partnership 
with  Aetna. 

"We  just  didn't  eliminate  things 
that  were  unprofitable,"  Maier  ex- 
plains. "We  also  withdrew  from  op- 
erations that  were  profitable,  but  for 
various  reasons  no  longer  fit  into  our 
scheme  of  things."  But  the  price  was 
high.  In  addition  to  operating  losses, 
Kaiser  piled  up  a  series  of  writeoffs 
and  writedowns— $4  million  on  the 
sale  of  a  leasing  subsidiary,  $4.8 
million  on  an  isocyanate  chemical 
plant,  $18.3  million  (after  taxes)  on 
the  strontium  venture,  $38.1  million 
in  real  estate. 

Altogether,  between  1971  and 
1976,  the  losses  on  Kaiser's  less  suc- 
cessful diversifications  mounted  to 
$135  million,  before  taxes. 

With  the  deck  cleared  of  these 
losers  and  with  aluminum  looking  up, 
Kaiser  Aluminum  is  in  remarkably 


. .  'I  think  it's  possible/  says  Kaiser's  Cornell  Maier, 
'that  the  aluminum  industry  might  finally  achieve  something 
of  the  profitability  we've  been  promising  for  30  years' . . ." 


we  thought  we  had  strength,  and 
where  the  growth  and  profit  poten- 
tial seemed  strong,"  Maier  explained. 
Now  he  adds:  "Of  course,  we  haven't 
always  been  right." 

He  can  say  that  again. 

By  1971  Kaiser's  diversified  opera- 
tions were  losing  more  than  they 
were  making.  In  1972,  the  year  Maier 
took  over  as  president  of  the  com- 
pany, Kaiser  Aluminum  embarked  on 
a  program  of  "eliminating  the  losers 
and  strengthening  the  winners."  Out- 
side of  aluminum,  the  winners  were 
unmistakably  refractories,  chemicals 
and  trading.  But  as  for  the  rest, 
everything  that  could  go  wrong  did; 
no  sooner  was  one  problem  eliminat- 
ed than  another  emerged.  Kaiser  got 
rid  of  nickel,  and  shipping  ran  into 
trouble.  It  got  rid  of  shipping,  and 
real  estate  came  a  cropper. 

Maier  ruthlessly  sold,  liquidated 
and  reorganized.  In  real  estate,  the 
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good  shape  these  days.  Its  more  suc- 
cessful diversification  projects— indus- 
trial chemicals  in  particular— have  al- 
ways made  money  and,  in  fact, 
helped  carry  the  company  through  a 
poor  aluminum  year  in  1975.  Today 
there  isn't  a  loss  in  the  company. 
Maier  now  says  that  Kaiser  is  on  the 
threshold  of  the  most  prosperous  pe- 
riod in  its  history.  "I  think  it's  possi- 
ble," he  says,  "that  we  might  finally 
achieve  something  of  the  profitability 
we've  been  promising  for  30  years. 

"U.S.  aluminum  capacity  will  grow 
by  only  0.4%  annually  through  1981, 
while  total  Western  World  capacity 
will  move  up  only  about  2.5%  annu- 
ally. Both  these  figures  are  far  below 
either  historical  or  future  demand 
growth  rates.  So  we  see  a  shortage 
starting  to  develop  late  this  year, 
early  next  year  and  continuing  for  the 
next  couple  of  years— assuming  there's 
no  recession." 
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In  aluminum,  shortages  generally 
mean  higher  prices,  and  higher  prices 
are  what  Kaiser  and  the  industry 
have  needed  for  years  to  yield  them  a 
decent  return  on  their  massive  capital 
investment.  Kaiser  has  already  raised 
prices  by  5  cents  a  pound— 3  cents  a 
pound  in  March,  another  2  cents  in 


June— so  that  overall  Maier  has  reason 
to  hope  that  1977  could  turn  out  to 
be  the  best  year  in  Kaiser's  32-year 
history.  "The  last  best  year  we  earned 
$5.63  a  share,"  Maier  says.  "So  we're 
saying  we've  got  an  outside  chance 
of  earning  $5.64— or  at  least  a  penny 
more." 

With  prices  rising,  Kaiser  is  begin- 
ning to  move  closer  to  that  11%  return 
on  invested  capital  Maier  has  set  as 


Kaiser's  minimum  corporate  goal.  At 
$5.64  a  share,  Kaiser  would  be  earn- 
ing $114  million,  or  something  like 
9%  on  its  investment,  but  considering 
that  every  1-cent  increase  in  the  price 
of  aluminum  probably  adds  another 
65  cents  a  share  to  Kaiser's  profits 
these  days,  that  11%  return  probably 


isn't  far  off.  (At  11%,  per-share  earn- 
ings would  be  between  $7  and  $8  a 
share. ) 

Higher  aluminum  prices  have  gen- 
erally meant  an  eventual  surge  of  ex- 
pansion followed  by  a  collapse  in 
prices  and  a  long  period  of  low  profit- 
ability. But  this  time,  Cornell  Maier 
says,  is  different.  For  one  thing,  it 
takes  approximately  three  years  to 
add  incremental  capacity,  five  years 


to  build  new  plant  from  the  ground 
up.  So  there's  that  much  breathing 
space.  And  even  then  Maier  isn't 
much  worried.  "Not  because  we're 
necessarily  any  smarter,"  he  says. 
"But  I  think  the  constraints  imposed 
on  expansion  by  the  availability  of 
energy  and  capital  and  the  problems 
of  the  environment  are  going  to  keep 
any  expansion  in  check.  It's  not  going 
to  be  possible  to  build  plant  fast 
enough  to  meet  that  demand." 

Kaiser  itself,  Maier  argues,  is  es- 
pecially well  positioned.  It's  got  the 
alumina  reserve  already  to  support  a 
400,000-ton  expansion  when  and  if 
it  is  needed,  and  it's  already  expand- 
ing its  own  capacity  by  15%  between 
1975  and  1978  primarily  by  increas- 
ing participation  in  its  holdings— like 
Anglesey  Aluminium  in  Wales  and 
the  Voerde  smelter  in  Germany. 
"That  doesn't  help  the  world's  metal 
supply,"  Maier  says  cheerfully,  "but 
it  does  mean  that  we're  going  to  have 
more  metal  to  sell"— and  sell,  of 
course,  at  more  profitable  prices.  ■ 


". . .  'We  tried  to  enter  businesses/  Kaiser's  Maier  says, 
'where  the  growth  and  profit  potential  seemed  strong. 
Of  course,  we  haven't  always  been  right' . . ." 


Vroom  •  •  •  Vroom 


Enforcement  of  55-mile-per-hour  speed  limits 
could  spell  trouble  for  Cummins  Engine.  But 
truckers  may  prefer  its  heavy  muscle  rigs. 


The  wonder  of  Cummins  Engine  is 
that  it  exists.  Based  in  rural  Colum- 
bus, Ind.,  the  58-year-old  firm  sells 
one  basic  product:  heavy  duty  diesel 
engines,  used  primarily  in  over-the- 
road  trucks.  These  power  plants  are 
among  the  world  s  most  sophisticated 
mechanical  devices,  and  Cummins' 
chief  competitors  are  among  the 
world's  savviest  companies:  Caterpil- 
lar Tractor  and  General  Motors. 

Not  that  Cummins  doesn't  have  its 
ups  and  downs.  From  nearly  70  a 
share  in  1972,  its  stock  plunged  to 
12  in  1974  and  then  bounced  from 
below  20  last  year  to  nearly  60  to- 
day. A  1972  strike  and  subsequent 
undercapacity  caused  Cummins  to 
miss  a  major  truck-buying  boom; 
when  its  expanded  facilities  were 
ready  to  roll  in  1975,  demand  for 
new  trucks  slumped  40%. 

Last  year,  however,  Cummins  cap- 
italized on  a  resurgent  market.  With 
$1  billion  in  sales,  it  posted  earnings 
of  $59  million-$7.66  a  share  and 
more  than  twice  its  1973  record. 
Also,  its  popularity  with  customers  is 
at  historic  highs.  Cummins  now  sells 
about  50%  of  all  big-truck  diesels. 
GM's  Detroit  Diesel  Allison  subsidiary 


and  Signal  Cos.'  Mack  Trucks  (which 
doesn't  offer  its  engines  to  other  man- 
ufacturers) each  accounts  for  20%  or 
so.  Cat,  a  recent  entrant  in  the  over- 
the-road  business,  has  the  balance. 

Shrewd  marketing  helped  Cum- 
mins bounce  back  so  effectively.  In 
the  early  Seventies— when  even  its 
newest  engines  were  designed— truck- 


ers wanted  the  horsepower  to  meet 
70  mph  speed  limits.  High  fuel 
prices  and  55  mph  speeds,  how- 
ever, soon  made  economy  a  more  im- 
portant goal.  By  mid- 1975  Cummins 
introduced  a  turbo-charged  slower- 
running  version  of  its  conventional 
large-block  engine,  offering  5%  better 
mileage-a  strong  selling  feature  in 
these  energy-crisis  days.  Detroit  Die- 
sel and  Cat,  of  course,  quickly  tooled 
up  similar  options— but  they  were 
available  only  in  new  engine  models. 
Truckers  avoid  these  until  a  reputa- 


tion for  reliability  has  been  developed. 

Though  its  excellent  performance 
continued  in  the  first  quarter  of  this 
year,  Cummins'  future  depends  on 
keeping  competitors  from  eating  away 
at  its  enviable  market  share.  Unfor- 
tunately, that  may  happen  soon. 
When  fuel-efficient  engines  offered  by 
Cat  and  GM  develop  track  records, 
their  sales  are  bound  to  increase. 
Also,  with  Detroit  Diesel  operating  at 
just  50%  of  capacity  and  Cat  even 
lower,  price-cutting  is  already  afoot: 
GM  recently  began  providing  up  to 
300,000-mile  warranties,  vs.  100.000 
miles  for  most  Cummins  products. 

A  more  basic  problem  may  hurt  the 
company's  fortunes  too.  Designing 
and   building  a   new   diesel  family 


takes  at  least  seven  years,  and  most 
manufacturers  are  now  selling  mod- 
els that  were  conceived  when  fuel 
costs  were  low.  Unlike  others,  how- 
ever, Cummins  has  always  empha- 
sized horsepower.  Its  basic  engine— 
steadily  perfected  over  the  past  30 
years— uses  a  standard  six-cylinder 
block.  But  the  price  ranges  from 
$4,200  for  a  230  hp  unit  to  $11,200 
for  the  400  hp  version.  Manufacturing 
costs  may  vary  by  only  about  $500, 
so  top-of-the-line  margins  are  much 
better.  But  will  powerful  engines  stay 


". . .  A 1972  strike  . . .  caused  Cummins  to  miss  a  major 
truck-buying  boom;  when  its  expanded  facilities  were  ready 
to  roll  in  1975,  demand  for  new  trucks  slumped  40%  . . ." 
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Stepping  Down:  Cummins'  good 
times  brought  the  retirement  of 
corporate  statesman  Irwin  Miller. 


popular  as  fu'd  costs  mount? 

The  Company  lias  another  big  slake 

iii  higher  horsepower.  Its  second  en- 
gine family,  which  cost  an  estimated 

$:2.r>  million  to  develop  and  was  intro- 
duced iii  1974,  starts  at  150  lip. 
Though  Cummins  sells  many  of  these 
larger  engines  for  construction  equip- 
ment, lower  speed  limits  have  dimin- 
ished their  potential  for  highway  use. 
"The  only  guys  today  who'll  buy  that 
much  power  are  a  lew  owner  oper- 
ators who  want  to  go  like  hell  and 
impress  the  waitresses,"  says  one  big 
Cummins  customer. 

Since  an  engine  of  under  300  hp 
will  easily  pull  a  loaded  rig  at  65 
mph  on  a  level  highway,  Cummins 
needs  to  convince  buyers  to  ante  up 
for  its  bigger— and  for  it,  more  profit- 
able—products. Advertisements  aimed 
at  truckers  on  late-night  radio  use 
country  music  to  tout  its  concept  of 
"reserve  power"  (or  as  the  jingle 
twangs  it,  "re-serve  power").  Trans- 
lated, that  means  Cummins  wants 
drivers  to  buy  enough  horsepower  to 
allow  them  to  maintain  a  steady  55 
mph  speed-up  hills  and  down— to 
regain  some  of  the  time  loss  lower 
speed  limits  produce. 

This  pitch  will  work  if  constant 
speed  and  minimal  shifting  do  im- 
prove fuel  economy,  and  right  now 


fleet  operators  are  testing  Cummins' 
assertions  with  very  fine  pencils.  Hut 
l)ig  engines  have  their  critics.  "A  truck 
is  commercial  equipment,"  says 
Mack's  Executive  Vice  President 
Kenneth  Tooman.  "You  don't  econo- 
mize by  overbuying  just  to  go  tip  hills 
without  shifting."  Others  wonder  if 
drivers  won't  use:  Cummins'  reserve 
power  simply  to  exceed  speed  limits. 

So  lar,  however,  competitors  have 
not  mounted  a  successful  challenge 
to  Cummins'  high-horsepower  pitch, 
and  the  government  hasn't  cracked 
down  on  speeders  to  the  point  that 
truck  drivers  worry  about  being  over- 
powered. Thus,  these  are  good  times 
at   Cummins.  The  company  recently 

ended  its  13-year-old  diversification 
efforts  s<  lling  its  K-2  ski  business 
and  its  Frigiking  air-conditioning  sub- 
sidiary (which  lost  $10  million  since 
1972)  and  pulling  out  of  its  ventures 
in  Swiss  banking  and  Irish  cattle 
leeding.  In  April  Cummins  beefed  up 
its  balance  sheet  with  a  highly  suc- 
cessful $35 -million  stock  offering. 

To  smooth  the  ups  and  downs  ol 
its  basic  business,  Cummins  now  aims 
to  sell  more  of  its  engines  outside  the 
trucking  market.  "Demand  for  con- 
struction and  farm  equipment  runs  in 
cycles  entirely  different  from  the  de- 
mand for  trucks,"  explains  Senior 
Vice  President  John  llackett,  a  former 
economics  professor.  Already,  non- 
highway  engines  produce  24%  of 
Cummins'  revenues,  but  its  10%  share 
of  that  $2.5-billion  business  leaves 
ample  room  to  grow.  A  Cummins  ad- 
vantage:  Outfits  like  Bucyrus-Erie  or 


. .  'The  only  guys  who'll 
buy  that  much  power  are 
owner-operators  who  want 
to  impress  waitresses' . . ." 


Clark  don't  like  to  buy  engines  from 

direel  competitors  like  CM  or  Cat. 

"Over  the  past  12  years  we  have 
transformed  this  entire  company," 
says  J.  Irwin  Miller,  whose  family 
founded  Cummins  and  still  owns 
XI  10  million  worth  of  its  stock,  rough- 
ly 25%.  "We've  grown  from  a  one- 
factory  Indiana  outfit  to  a  high-tech- 
nology multinational,  and  transitions 
like  thai  are  always  expensive.  Now 
we're  on  a  new  plateau."  Miller  is  a 
lee  of  the  Ford  Foundation  and 
Yale  University,  and  his  national  rep- 
utation—plus the  fact  that  Cummins 
sets  aside  5%  of  its  profits  for  charity 
and  financing  local  architectural  proj- 
ects—have brought  the  company  con- 
siderable publicity.  Though  he  re- 
signed as  chairman  this  spring,  Mil- 


ler, 68,  still  keeps  an  ultramodern 
office  in  his  family's  106-year-old  bank 
building  in  downtown  Columbus. 

Henry  Schacht  is  Miller's  hand- 
picked  successor,  a  bright  young  Har- 
vard MBA  who  leapfrogged  to  Cum- 
mins top  operating  spot  eight  years 
ago.  Now  43  and  a  graying  wunder- 
kind,  Schacht  sees  the  company's  fu- 
ture brightly.  lie  expects  15%  annual 
growth,  due  in  part  to  growing  pene- 
tration of  nonhighway  markets,  and 
he  dismisses  the  horsepower  chal- 
lenge. "Higher  power,"  he  explains, 
"pays  for  itself  because  drivers  spend 
more  time  in  high  gear."  Big  engines, 
he  feels,  could  even  work  to  Cum- 
mins' advantage  in  Europe.  "Vehicle 
sizes  there  are  just  moving  into  the 
U.S.  horsepower  range,  and  we  doubt 
that .  integrated  local  manufacturers 
[companies  like  Fiat,  Mercedes  and 
Volvo]  will  design  new  engines  need- 
ed to  power  them."  That  could  stim- 
ulate demand  at  Cummins'  British 
plants,  which  account  for  nearly  25$ 
of  its  worldwide  capacity. 

What  it  all  amounts  to  is  that  Cum- 
mins' ups  and  downs  aren't  over,  but, 
if  the  past  is  any  guide,  the  long  term 
will  be  up  in  spite  of  challenges  from 
the  likes  of  Caterpillar,  General  Mo- 
tors and  the  Organization  of  Petro- 
leum Exporting  Countries.  ■ 
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At  any  altitude,  at  any  speed, 
in  any  weather,  at  any  time, 
against  any  threat,  the  best 
fighter  in  the  world  today 
is  the  F-15  Eagle. 


The  Art  of  Diversification: 
The  Tenneco  Collection. 


Tenneco  has  eight  masterworks  in  its  collec- 
tion. All  use  different  techniques  but  all  have 
one  thing  in  common:  they're  all  basic  to  the 
economy. 

tenneco  oil— Tenneco  spends  time  and 
money  drilling  holes  on  land  and  beneath  the 
sea,  searching  for  oil.  And  we've  found 
enough  to  be  able  to  supply  gasoline  sta- 
tions in  the  south  and  southeast.  And  to  de- 
liver heating  oil  to  distributors  along  the 
Atlantic  seaboard. 

PACKAGING  CORPORATION  OF  AMERICA— We 

make  large  quantities  of  the  brown  corru- 
gated box  used  to  ship  almost  everything, 
everywhere.  We  also  recycle  waste  paper 
into  useful  packaging, 
j  i  case— Case  makes  a  complete  line  of 
farm  tractors.  It  also  makes  a  complete  line 
of  construction  equipment,  such  as  Case 
backhoe/loaders,  Davis  trenchers,  Drott  ex- 
cavators. Case  is  a  case  of  diversification 
within  diversification. 

walker  manufacturing— Walker  makes  a 
full  line  of  exhaust  systems  for  automobiles, 
as  weil  as  filters  and  heavy  duty  jacks.  Our 
exhaust  system  components  are  original  and 
replacement  equipment.  They're  available 
from  auto  parts  dealers,  independent  service 
stations  and  garages  nationwide. 


tenneco  chemicals— Tenneco  Chemicals  is 
the  number  one  supplier  of  colorants  and 
additives  for  paints.  And  we  make  vinyl  sid- 
ing that  never  needs  painting.  Vinyl  plastics 
for  credit  cards,  stereo  records,  toys,  fabric, 
pipe,  electrical  insulation.  Tenneco  Chemi- 
cals is  a  collection  by  itself. 
tenneco  west— Tenneco  is  represented  in 
supermarkets  by  the  Sun  Giant®  label.  And 
Sun  Giant  means  premium  raisins,  dates,  al- 
monds, fruits,  and  vegetables.  If  it  isn't  pre- 
mium, it  isn't  Sun  Giant. 

TENNESSEE  GAS  TRANSMISSION— TenneCO 

has  nearly  1 6,000  miles  of  natural  gas  pipe- 
line, transporting  natural  gas  to  the  north- 
east and  the  middle  west.  Our  pipelines  are 
an  underground  energy  railroad,  working  24 
hours  a  day. 

Newport  news  shipbuilding— Among  other 
things,  Newport  News  builds  liquid  natural 
gas  (LNG)  carriers.  And  LNG  is  the  only 
practical  way  natural  gas  can  be  shipped  to 
the  U.S.  from  foreign  sources.  This  capability 
becomes  more  important  with  every  winter 
that  goes  by. 

For  more  information  on  the  very  fine 
Tenneco  Collection,  write  to  Dept.X-2 
Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


Detroit  Fights  Back  

Ever  since  the  Model  T  gave  way  to  the  Model  A,  Detroit  has  been 
dedicated  to  giving  the  customer  what  the  customer  wants.  But  now 
it  will  have  to  give  the  customer  what  the  law  says  it  must,  and 
this  means  a  mighty  revolution  in  everybody's  thinking. 


By  KATHLEEN  K.  WIEGNER 

Robert  Stempel's  office  is  no  dif- 
ferent from  thousands  of  others  ex- 
cept for  one  thing.  On  the  end  table 
next  to  his  desk  is  a  big  hunk  of  ma- 
chinery that  turns  out  to  be  a  cata- 
lytic converter.  Stempel,  you  see,  is 
the  director  of  engineering  for  Gener- 
al Motors'  Chevrolet  division,  and  to 
hear  him  tell  it,  engineers  are  as  hap- 
py these  days  as  hogs  in  a  wallow. 
"It's  been  a  field  day,"  Stempel  en- 
thuses. "Throughout  my  career  it  was 
always  exciting  to  get  a  chance  to  do  a 
new  car.  Now  we  turn  in  homework 
and  we've  got  another  new  assign- 
ment. We're  going  to  do  another  new 
car."  Another  small  car,  of  course. 

The  engineers'  delight  is  manage- 
ment's distress.  Detroit  is  still  one  or 
two  years  away  from  building  a  car 
that  can  successfully  compete  with  the 
imports  that  have  not  only  blitzed  the 
rather  limited  market  for  small  econ- 
omy cars,  but  are  beginning  to  bite 
into  the  biggest  part  of  the  market 
among  the  majority  of  Americans 
who  previously  wouldn't  be  caught 
dead  in  a  subcompact.  In  the  wake 
of  President  Carter's  energy  message 
last  April,  sales  of  imports  soared  to 
21%  of  total  car  sales  the  following 
month.  At  that  rate  foreign  countries 
—chiefly  Japan— will  sell  some  2  mil- 
lion cars  here  in  1977,  worth  $9  bil- 
lion at  retail. 

All  this  might  be  merely  embarrass- 
ing in  a  market  that— after  all— his- 
torically sells  about  nine  million  cars, 
seven  and  a  half  million  of  them  still 
made  here,  except  for  one  thing:  It  is 
no  longer  a  question  of  what  the  in- 
dividual buyers  want,  but  what  Uncle 
Sam  wants.  When  Congress  passed  the 
Energy  Policy  &  Conservation  Act  in 
1975,  it  in  effect  ordered  Detroit  to 
double  the  number  of  miles  its  cars 
would  run  on  a  gallon  of  gas.  By  1978 
the  fleet  of  cars  any  manufacturer 
sells  will  be  required  by  law  to  aver- 
age 18  miles  per  gallon.  Every  year 
the  requirements  climb  until  by  1985 


fleet  averages  must  be  27.5.  On  top 
of  this,  after  1979  the  "captive  im- 
ports," which  Detroit  brings  in  from 
its  own  and  foreign-owned  plants 
overseas,  will  no  longer  count  in  the 
fleet  averages.  Says  Chrysler's  Execu- 
tive Vice  President  Richard  K.  Brown: 
"Even  if  we  don't  believe  in  small  cars, 
we  have  to  build  them.  There's  a  law." 

It's  not  that  Detroit  doesn't  have 
small  cars;  it  does.  But  they  are  not 
selling  well.  Detroit  has  tried  every- 
thing short  of  giving  them  away.  Ear- 
lier this  year  General  Motors  offered 
customer  rebates  of  up  to  $200  on 
its    subcompacts.    American  Motors 


knocked  off  $253  from  the  price  of  its 
subcompact  Gremlin.  Ford  cut  the 
prices  of  six  of  its  small  cars.  The  re- 
sults? While  there  was  a  flurry  of 
buyer  interest  last  month,  the  domes- 
tic small-car  market  is  still  down  some 
13%  from  last  year,  vs.  a  55%  rise  for 
the  imports. 

This  massive  rejection  of  American- 
made  small  cars  may  sink  American 
Motors  (Forbes,  June  15)  and  is  al- 
ready hurting  Chrysler,  which  de- 
pends more  on  its  small  cars  than  ei- 
ther GM  or  Ford.  Detroit  can  live 
with  20%  of  the  market  going  to  for- 
eigners, but  if  the  figure  gets  much 
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The  Japanese  Takeover 

Although  late  starters  in  the  import  race,  the  Japanese 
gained  by  leaps  and  bounds  from  the  late  Sixties.  This  year 
the  Japanese  will  account  for  two  of  every  three  foreign 
cars  sold  here  and  nearly  one-eighth  of  all  new  cars.  As  - 
they  had  done  earlier  in  cameras,  the  Japanese  ousted 
the  Germans — Volkswagen — from  market  leadership. 
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higher,  more  than  American  Motors 
would  be  in  trouble. 

"We  have  just  a  tremendous  job  to 
do  to  convince  people  that  we  can 
match  and  surpass  the  imports  in  dur- 
ability, quality  and  mileage,"  admits 
Robert  Cook,  Chevrolet's  general  sales 
manager.  "It  is  discouraging  for  our 
dealers  to  have  customers  who  have 
driven  Impalas  or  Chevelles  turn  to 
foreign  car  dealers  for  small  cars,  sim- 
ply because  they  think  the  foreign  car 
dealer  is  the  place  to  go." 

The  simple  truth  is  that  the  changes 
have  come  so  fast  that  Detroit  has  not 
yet  completely  been  able  to  adapt  to 
them.  "Our  present  cars  evolved  over 
75  years,  during  which  refinements 
were  made  on  a  year-to-year  basis  to 
meet  customer  preferences,"  says 
Ford's  executive  vice  president  for 
North  American  automotive  opera- 
tions, William  O.  Bourke.  "In  the  next 
few  years  a  revolution  will  sweep  the 
industry  and  its  competitive  face  will 
be  totally  changed." 

The  penalties  for  failing  to  make 
these  changes  are  stiff.  Ford  estimates 
that  every  mile  it  falls  short  of  the 
mandated  mileage  requirements  will 
cost  $150  million  ($300  million  pre- 
tax). GM  is  close  to  meeting  next 
year's  18-mpg  target  because  its 
first  wave  of  resized  "big"  cars  are 


smaller  and  lighter  than  their  chunkier 
forebears,  and  are  selling  briskly  this 
year.  But  Ford's  fleet  miles-per-gallon 
average  is  16.5.  Chrysler's  is  only  16. 

As  for  the  imports,  about  90%  of 
them  already  meet  or  exceed  the 
1985  fuel  standards.  Among  the  sub- 
compacts,  some  of  the  imports  average 
over  40  miles  per  gallon,  while  the 
Chevette,  the  most  fuel-efficient  do- 
mestic car,  only  delivers  36  tops,  and 
the  Pinto  30. 

The  imports  are  ahead  in  other 
ways,  too.  A  recent  survey  by  Con- 
sumers Union  found  that  the  AMC 
Gremlin  and  the  Chevette  were  worse 
than  average  in  frequency  of  repair, 
while  such  comparable  imported  small 
cars  as  the  Honda  Civic,  Toyota  Co- 
rona and  Datsun  B-210  were  much 
better  than  average.  Finally,  while  the 
price  spread  between  the  domestic 
small  cars  and  imports  has  narrowed, 
the  imports  include  a  lot  of  extras  like 
rear-window  defoggers,  reclining  front 
seats,  even  radial  tires  and  radios 
as  "standard"  equipment— "options," 
which  add  to  a  dealer's  profits  and  up 
to  $1,000  to  the  list  price  of  a  do- 
mestic car.  "Our  cars  are  selling  well 
in  the  U.S.  because  of  the  various  non- 
price  factors  such  as  quality,  dura- 
bility, styling  and  fuel  economy," 
argues   Masataka   Okuma,  executive 


managing  director  for  Nissan  Motor 
Co.,  which  makes  Datsun. 

It  was  not  always  so.  The  first  wave 
of  imports  hit  the  U.S.  in  1960,  but 
Detroit  easily  beat  it  back— except  for 
Volkswagen— with  small  cars  of  its 
own:  the  first  Falcons,  the  Valiant, 
the  Corvair.  It  was  an  easy  victory. 
Again  excepting  VW,  those  early  im- 
ports weren't  very  good  cars.  They 
were  built  for  crowded,  twisting  Eu- 
ropean and  Japanese  roads  rather  than 
for  speed  and  pickup;  fuel  economy 
was  featured  over  performance.  These 
cars  had  temperamental,  fast-running 
little  engines  that  couldn't  take  the 
American  pace.  Lacking  in  most  cases 
adequate  service  organizations,  many 
of  the  small  foreign  cars  were  head- 
aches to  their  owners  and  ended  up 
prematurely  on  the  junk  heap. 

But  Detroit,  instead  of  exploiting  its 
easy  victory,  began  letting  its  small 
cars  get  bigger  and  outdated.  The  cus- 
tomers clearly  preferred  the  big  cars, 
and  there  was  more  money  in  them; 
as  a  rule  of  thumb  there  is  three  to 
four  times  as  much  profit  in  a  $7,000 
car  as  in  a  $3,500  car— and  fatter  deal- 
er discounts,  too.  Why  bother  to  tool 
up  for  a  market  that  did  not  look  ei- 
ther large  or  profitable?  Let  the  im- 
ports have  it. 

Naturally,  Detroit  did  not  foresee 
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that  the  Organization  of  Petroleum 
Exporting  Countries  would  quadruple 
the  price  of  oil  and  suddenly  make 
Americans  more  small-car  conscious. 
Imports  shot  up,  but  this  time  U.S. 
automakers  discovered  that  the  new 
imports  were  a  lot  harder  to  beat  than 
the  old  ones. 

It  was  VW  that  made  the  small  for- 
eign car  acceptable  in  the  U.S.  (see 
box,  below);  it  was  the  Japanese  who 
exploited  V W's  breakthrough. 

The  Japanese  had  been  eying  the 
U.S.  auto  market  for  a  long  time.  Af- 
ter all,  a  single  Toyota,  exported,  will 
pay  for  roughly  100  tons  of  iron  ore, 
or  200  barrels  of  oil.  As  early  as  1950 
Toyota  reportedly  approached  Ford 
with  the  idea  of  exporting  its  cars, 
but  when  nothing  came  of  it,  man- 
agement decided  to  go  it  alone. 

Not  that  the  going  was  easy.  The 
Japanese  were  not  then  the  skilled 
marketers  they  were  to  become.  Toy- 
ota's first  car  was  called,  lamentably, 
the  Toyopet  and  was  priced  at  $1,995, 
vs.  $1,545  for  a  VW  Beetle.  The 
Toyopet  bombed. 

Toyota  withdrew  from  the  U.S.  pas- 
senger-car market  in  the  early  1960s, 
but  left  behind  seed-bed  sales  organi- 
zations while  its  engineers  figured 
out  the  inscrutable  American  buyer. 
In  hardly  the  time  it  takes  to  say 
"factory-installed  air-conditioning,"  it 
was  back  to  stay. 

The  Japanese  blitz  that  followed 
was  carefully  thought  out.  Their  cars 
offered  just  enough  power  and  luxury 
to  compete  with  the  domestics— at  a 
rock-bottom  price.  The  price  would 
go  up,  but  by  this  time  the  buyer  was 
hooked  on  things  like  good  gas  mile- 
age and  durability.  Toyota's  first  suc- 
cessful U.S.  entry,  the  Corona,  in  1965 
offered  an  engine  nearly  twice  as  pow- 
erful as  VW's,  options  that  included 
automatic  transmission,  air-condition- 
ing and  a  sticker  price  of  $1,714. 

By  1970  Toyota  offered  U.S.  buyers 
ten  passenger-car  models,  three  Land 


Cruiser  models  and  a  half-ton  pickup 
truck.  In  1970  Datsun  sales  took 
off  with  the  introduction  of  the  240-Z 
sports  car,  which  had  the  roar  of  a 
Jaguar  and  the  price  of  a  Chevrolet, 
and  Which  soon  passed  GM's  Corvette 
Stingray.  It  is  now  the  best-selling 
sports  car  in  the  U.S.  Toyo  Kogyo's 
Mazda,  with  its  revolutionary  rotary 
engine,  grabbed  enough  of  the  market 
to  become  the  U.S.'  fifth-largest  im- 
porter in  1973  before  the  rotary  turned 
out  to  be  as  hard  on  gasoline  as  if  it 
had  been  made  in  Detroit. 

Mazda's  place  was  taken  by  Hon- 
da, which  combined  its  American  mar- 
keting savvy  from  selling  motorcycles 
with  a  smart  little  engine  called  the 
CVCC.  It  uses  a  small  combustion 
chamber  above  the  main  combustion 
chamber  to  clean  up  emissions  in  the 
combustion  process  rather  than  in  the 
tail  pipe.  So  carefully  was  the  Civic 
CVCC  attuned  to  the  U.S.  market 
that  Honda  engineers  even  studied 
the  size  of  U.S.  shopping  bags  when 
designing  the  carrying  space  in  the 
back.  The  car  was  an  instant  hit. 
From  zero  in  1974  its  sales  this  year 
should  pass  150,000. 

Economy— With  Mink 

But  don't  be  too  quick  to  blame  the 
industry  for  missing  the  boat  on  sub- 
compacts.  As  long  as  oil  remained 
cheap,  it  is  questionable  whether  the 
small  car  would  ever  have  been  more 
than  a  small  part  of  the  market  here. 
"If  we  built  smaller  cars  ten  years  ago, 
we'd  be  out  of  business  today,"  ar- 
gues Ford  division  general  manager 
William  P.  Benton.  Robert  M.  Lienert, 
editor  of  Automotive  News,  recalls 
that  the  first  GM  Corvair  was  a  very 
basic  car.  The  Ford  Falcon,  loaded 
with  fancy  extras,  almost  buried  the 
Corvair  until  GM  added  some  fancy 
packaging  of  its  own.  The  late  Ed 
Cole,  then  general  manager  of  the 
Chevrolet  division,  is  reported  to  have 
remarked  that  Americans  had  proved 


that  they  wanted  an  economy  car— 
with  an  interior  of  austere  mink. 

For  most  Americans,  a  big,  com- 
fortable car  is  very  basic  to  his  or  her 
lifestyle.  The  North  American  con- 
tinent may  be  the  only  place  on  the 
globe  where  a  man  need  not  be  rich 
to  drive  a  car  averaging  13  miles  per 
gallon.  United  Auto  Workers'  Presi- 
dent Douglas  Fraser  was  speaking  for 
the  ordinary  working  American  when 
he  told  his  union's  convention  in  Los 
Angeles  that  the  wealthy  can  "take 
their  families  and  just  fly  off  to  Ber- 
muda or  Europe.  But  for  the  worker, 
the  car  has  become  an  important 
piece  of  his  lifestyle.  It  gives  him 
freedom." 

Who  then  is  buying  these  imports 
that  account  for  21%  of  all  auto  sales? 
Mostly  people  with  a  better-than-aver- 
age  income.  For  such  people,  the 
"family  car"  may  be  in  reality  two  or 
three  cars,  each  serving  a  specialized 
function.  But  tens  of  millions  of 
Americans  can  afford  only  one  basic 
car— and  they  want  it  big  enough  and 
comfortable  enough  to  vacation  in,  to 
carry  sports  gear  in,  to  move  a  large 
family  in. 

It  is  to  this  reality— a  reality  that 
Douglas  Fraser  recognizes  even  if 
many  well-off  intellectuals  do  not— that 
General  Motors  is  trying  to  tailor  its 
post-energy-crisis  strategy.  GM  will 
concentrate  its  multibillions  of  dollars 
on  seeking  to  produce  a  lighter  and 
more  efficient  but  still  roomy  car.  That 
is  going  to  be  tough. 

"We  don't  say  that  we  know  exact- 
ly how  to  do  it  today,"  says  GM's 
executive  vice  president  for  North 
American  automotive  operations, 
James  McDonald,  "but  we're  not 
agreeing  that  everything's  going  to  be 
small."  Last  year  GM's  large  cars,  like 
the  Impala  and  Caprice,  were  chopped 
almost  a  foot  in  length  and  reduced 
in  weight  an  average  of  700  pounds. 
As  a  result,  they  gained  four  miles 
per  gallon  over  last  year  and  now  de- 


Squashing  The  Beetle 

Anyone  who  thinks  that  the  imports  are  invincible, 
that  Detroit  cannot  build  a  car  to  compete  with  them  on 
reliability,  price  and  economy,  has  only  to  recall  what 
happened  to  Volkswagen.  By  1970  VW  was  selling 
569,000  cars  a  year  here,  almost  7%  of  total  sales.  It  out- 
sold American  Motors,  and  its  sales  and  service  organi- 
zation were  a  competitive  match  for  those  of  other 
American  manufacturers. 

But  people  overlooked  the  fact  that  part  of  VW's  ad- 
vantage came  from  an  undervalued  German  currency, 
which  enabled  the  dependable  little  Beetle  to  sell  for 
under  $2,000  and  offer  cheap,  reliable  transportation. 
But  then  came  revaluation  and  the  mark  began  to  climb 
steadily.  The  VW  was  no  longer  cheap.  And  it  was 
getting  hopelessly  out  of  date,  what  with  Japanese  small 


cars  outpowering  it  and  offering  more  room  and  more 
modern  looks.  In  their  studious  way,  the  Japanese  had, 
meanwhile,  built  impressive  selling  and  servicing  or- 
ganizations of  their  own.  Moreover,  the  Japanese  were 
fighting  the  one-model  Beetle  with  as  many  different 
styles  as  a  Paris  fashion  show.  VW  rushed  in  with  the 
Rabbit.  The  first  Rabbits  were  plagued  with  mechanical 
problems,  and  by  the  time  these  were  ironed  out,  the 
mark  had  gone  so  high  that  a  reasonably  equipped 
Rabbit  was  selling  for  close  to  $5,000  in  the  U.S.  The 
current  Rabbit  is  a  good  car,  but  it  certainly  isn't 
a  cheap  one.  VW  was  passed  by  Toyota  in  sales  in 
1975,  and  this  year  is  fighting  it  out  with  little  Honda 
for  third  place;  it  will  do  well  to  sell  250,000  cars 
here  this  year. 
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End  Of  A  Trend 


116" 

■197" 


1958  Bel  Air 

Base  Price:  $2,547 
Weight:  3,440  pounds 
Mileage:  16.2  mpg  city, 
19.4  highway* 
♦CM  estimate/not  com- 
parable to  current  En- 
vironmental Protection 
Agency  standards. 


1976  Caprice 

Base  Price:  $5,07B 
Weight:  4,423  pounds 
Mileage:  14  mpg** 
**Source:  EPA 


op-selling  make,  the  Chevrolet,  grew  steadily  in  size,  weight 
rom  World  War  II  to  1976.  Today,  under  government  mandate 
tor  mileage,  only  the  price  is  still  growing. 
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1977  Caprice 

Base  Price:  $5,237 
Weight:  3,716  pounds 
Mileage:  18  mpg** 
**Source:  EPA 


Moment  Of  Truth 

The  name  of  the  game  in  selling  cars  is,  first,  to  get  the  prospect  into 
the  showroom  and  then  .  . .  don't  let  him  get  away.  Late  last  month,  Forbes 
visited  a  Honda  dealer  in  the  New  York  area  and  asked  a  random  sample 
of  customers  why  they  were  there.  Some  of  the  answers: 


Rosemary  laccarino,  26,  Secretary— 

"I  know  you  are  supposed  to  feel  safer 
in  a  bigger  car,  but  I  feel  safer  in  a  small 
car.  I  can  feel  the  road  and  if  I  have 
to  go  into  another  lane  I  can  manage 
it  more  easily.  The  Japanese  people 
are  very  good  with  their  hands  me- 
chanically, and  they  build  a  good  car. 
I  like  the  sporty  look,  and  I  think  the 
imports  get  better  gas  mileage,  too." 


f 


Nevzat  Hussien,  44,  Airline  Employ- 
ee—"I  own  a  Honda  and  an  AMC  Mat- 
ador. I  looked  at  the  Honda  first  as 
an  economy  car,  but  now  it's  becom- 
ing more  of  a  family  car  than  the  oth- 
er. There's  really  no  need  to  use  the 
Matador  so  much,  especially  in  the 
city.  I'm  contemplating  selling  it  and 
buying  the  Accord.  I  had  a  bad  experi- 
ence with  a  Vega  I  once  owned,  and 
it  has  made  me  feel  Detroit  can't  put 
together  a  smaller  car.  Or  they  don't 
want  to,  perhaps." 


John  Leszkiewicz  Jr.,  30,  Hospital 
Administrator— "I'm  moving  out  to 
the  suburbs  so  I  need  second  trans- 
portation for  my  wife.  She's  a  small 
lady  and  has  always  preferred  the 
smallest  car  possible  because  her 
feet  can  reach  the  gas  pedals.  It's 
easier  to  park  and  handle.  Detroit 
has  a  lot  of  nice  cars,  like  the  Vo- 
lare,  but  for  a  second  car  it's  priced 
out  of  my  range  right  now.  Con- 
sumer Reports  rated  the  Civic  the 
best  dollar-for-dollar  value." 


Elmer  Bryant,  39,  Social  Worker, 
With  Wife,  Pauline,  35,  And  Son, 

Sean,  3— "It's  not  that  I  don't  like 
American  products,  but  I'm  just  try- 
ing to  get  the  best  value  for  my 
money.  American  companies  try  to 
load  up  the  car  with  too  many  ex- 
tras that  come  standard  on  imports 
—things  like  radial  tires,  tinted  win- 
dows, AM/FM  radios.  I  owned  a 
VW  for  seven  years  and  got  good 
service  out  of  it,  but  total  delivery 
cost  on  a  Scirocco  was  going  to  be 
over  $6,000." 


liver  virtually  the  same  gas  mileage 
(18  miles  per  gallon)  as  GM's  com- 
pact-sized Novas.  This  year,  GM's 
mid-sized  cars  will  undergo  the  same 
treatment.  By  1980  GM's  compacts 
will  remain  compact  cars  in  interior 
dimensions,  but  will  have  been  pushed 
down  into  the  subcompact  class,  and 
GM  hopes  to  have  a  domestic  car  that 
can  compete  in  economy,  performance 
and  quality  with  the  VW  Rabbit. 

Ford's  big  cars  will  remain  big  until 
the  1979  model  year,  while  the  compa- 
ny concentrates  on  improving  its  com- 
pact and  subcompact  lines.  Ford  will 
replace  its  compact  Comet  and  Mav- 
erick (which  have  been  around  since 
1969)  with  the  lighter  Fairmont  and 
Zephyr  this  fall,  and  will  bring  in 
the  German-made  Fiesta  subcompact 
to  go  head-to-head  with  the  imports. 
Ford's  now  intermediate-sized  Thun- 
derbird  shed  ten  inches  and  800 
pounds  this  year.  Also  this  year,  Ford 
introduced  the  Versailles— its  answer 
to  Cadillac's  small-sized  Seville. 

Chrysler,  the  smallest  of  the  Big 
Three,  is  thinking  smaller  than  Ford  or 
GM— probably  because  it  is  weaker 
than  its  competitors  in  big  cars  any- 
way. It  is  discontinuing  production  of 
its  fuel-inefficient  Plymouth  Gran  Fury 
and  Dodge  Royal  Monaco,  which  av- 
erage only  11  to  13  miles  per  gallon. 
Chrysler  is  switching  over  the  plant 
where  these  cars  are  made  to  the  pro- 
duction of  what  will  be  the  first  U.S.- 
built  small  cars  with  front-wheel  drive. 
These  cars  will  be  called  the  Omni 
and  the  Horizon.  The  addition  of 
two  more  Mitsubishi  captives  (the 
Sapporo  and  the  Challenger)  will 
give  Chrysler  six  entries  in  the  small- 
car  market,  although  the  Colt  and  the 
Arrow  may  be  discontinued  if  the 
new  captives  become  strong  sellers. 

Strapped  for  cash  and  customers, 
all  American  Motors  has  managed  are 
some  cosmetic  changes.  Its  small  cars 
get  poor  mileage.  AMC  is  bravely  re- 
viving the  old  Detroit  tradition  of 
showing  "idea  cars"  for  the  1980s, 
perhaps  to  underscore  its  commitment 
to  stay  in  business. 

To  reduce  weight  and  improve 
economy,  Detroit  will  have  to  get  un- 
der the  hood  of  its  cars.  Two-thirds  of 
all  cars  on  the  road  today  have  V-8 
engines,  Taut  the  V-8  appears  to  be  a 
dying  breed.  GM  has  hinted  that  it 
will  drop  it  by  1984,  and  American 
Motors  predicts  that  its  future  cars 
will  only  come  with  four-cylinder  and 
low-power  six-cylinder  engines.  While 
GM  and  Ford  manufacture  four-cyl- 
inder engines  in  the  U.S.,  AMC  pro- 
duces Volkswagen-designed  engines 
in  its  Richmond,  Ind.  plant,  and 
Chrysler  will  use  Volkswagen  four- 
cylinder  engines  (and  VW  manual 
transmissions)  on  its  new  Omni  and 
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Horizon.  "We  don't  have  an  engine 
that  small,"  says  Chrysler's  Brown 
frankly.  "This  way  we  can  bring  our 
cars  to  market  early  and  spend  more 
time  perfecting  our  own  four-cylinder 
engine." 

The  diesel  engine,  which  gets  25% 
more  miles  per  gallon  than  the  con- 
ventional gasoline  engine,  would  be 
an  obvious  answer,  except  that  the 
diesel  runs  into  another  government 
mandate,  the  one  on  polluting  emis- 
sions. Nevertheless,  VW  introduced  a 
diesel  version  of  its  Rabbit  last  month, 
and  GM  will  put  a  diesel  on  its  Olds- 
mobile  88  and  98.  Chrysler  is  also 
developing  a  diesel,  bravely  chancing 
that  the  government  will  compromise 
on  the  nitrous  oxide  problem  in  the 
interests  of  saving  gasoline. 

Ford  is  cool  on  diesels  but  hot  on 
an  engine  that  works  on 
a  similar  principle  to  Hon- 
da's successful  stratified- 
charge  engine  (CVCC). 
Called  PROCO  (for  pro- 
grammed combustion)  the 
engine  controls  combus- 
tion to  match  the  engine's 
needs,  approaching  the 
fuel  efficiency  of  a  diesel, 
but  without  the  diesel's 
pollution. 

Electronic  sensors  to 
regulate  spark  timing  and 
air-gas  mixtures,  better 
transmissions  which  re- 
duce friction,  and  fuel-in- 
jection systems  are  also 
being  developed— all  with 
the  intent  of  getting  more 
out  of  a  gallon  of  gas. 

As  exteriors  get  small- 
er, interiors  can  be  kept 
spacious  by  using  front-wheel  drive, 
which  eliminates  the  drive-shaft  hump 
down  the  middle  of  the  car,  and  plac- 
ing the  engine  in  a  tranverse  posi- 
tion so  that  the  front  end  can  be 
shorter  without  sacrificing  leg  room 
for  front-seat  passengers.  Both  are 
standard  on  several  imports,  and  will 
be  used  on  Ford's  Fiesta  and  Chrysler's 
Omni  and  Horizon. 

Between  now  and  1985  the  auto 
manufacturers  will  be  spending  about 
$1  billion  a  year  more  than  they  other- 
wise would  have  had  to  on  tooling  to 
create  their  new  cars.  This  explains 
why  the  U.S.  industry  cannot  make 
the  needed  changes  in  just  one  or  two 
model  years;  not  even  GM  could  afford 
the  cost  of  doing  so  without  decimat- 
ing earnings.  For  Chrysler,  coming  up 
with  the  cash  will  be  hard;  for  Amer- 
ican Motors,  probably  impossible. 

What  about  the  imports?  Can  they 
continue  to  hold  20%  of  the  market? 

When  one  talks  of  imports  these 
days,  one  can  almost  substitute  the 
word    "Japanese."    Of    the  current 


21%,  roughly  15%  is  Japanese.  Ger- 
many's VW— repeatedly  up-priced— to- 
day holds  only  2.5%  of  the  market,  and 
all  the  other  imports  lumped  together 
have  only  3.5%.  So,  the  real  question 
is:  Will  the  Japanese  expand  their 
powerful  beachhead? 
Probably  not. 

Still  smarting  from  attacks  on  its 
steel,  color  TV  and  motorcycle  im- 
ports, the  Japanese  government  has 
been  passing  the  word  to  its  automak- 
ers to  cool  it:  "I  would  not  like  to  see 
any  drastic  changes  in  market  shares," 
says  Tadayoshi  Nakazawa,  director  of 
the  automotive  division  of  the  power- 
ful Ministry  of  International  Trade  & 
Industry.  "Japanese  automakers  should 
refrain  from  rather  aggressive  sales 
promotions." 

When  Forbes  interviewed  Japanese 


A  Rectangular  Box:  It  contains  more  usable  space 
than  any  presently  practical'shape  for  a  car. 


automen  in  Tokyo  recendy,  they  all 
said  the  same  thing:  The  import 
share  of  the  market  would  not  grow 
substantially  once  Detroit  introduced 
its  own  small  cars.  The  Japanese  love 
to  talk  about  "harmonizing  the  mar- 
ket." Translated,  that  means  staying 
out  of  trouble. 

The  Japanese  may  let  price  serve  as 
a  governor.  U.S.  manufacturers  have 
long  argued  that  the  Japanese  enjoy 
a  price  advantage  in  part  because 
their  currency  is  undervalued  by  Ja- 
pan's central  bank.  But  the  Carter  Ad- 
ministration has  been  pushing  hard 
for  a  revaluation  of  the  yen.  Since  De- 
cember the  yen  has  appreciated  from 
290  to  the  dollar  to  between  265  and 
275,  forcing  automakers  to  raise  their 
prices  in  April.  The  Japanese  are  slow- 
ly losing  their  price  advantage. 

A  possible  clue  to  future  Japanese 
strategy  is  this:  Recent  models  from 
Toyota  and  Datsun  have  been  more 
luxurious.  Datsun's  810  sedan  sells  for 
over  $5,000.  Toyota  has  introduced  a 
luxury  model  of  its  mid-priced  Corona 


with  power  steering  for  $4,689.  Thus, 
as  Detroit  moves  closer  to  the  imports, 
the  imports  are  beginning  to  look  more 
like  they  were  made  in  Detroit.  In  this 
increasingly  homogenous  market,  the 
imports  will  no  longer  be  filling  em- 
pty holes,  but  competing  directly 
with  the  full  weight  of  Detroit's  finan- 
cial muscle. 

What's  happening  in  the  U.S.  auto 
market  is  part  of  a  trend  that  is  emerg- 
ing worldwide:  Passenger  cars  are 
coming  to  look  more  and  more  alike 
—almost  commodities.  This  is  a  result 
of  a  compromise  between  consumer 
demand  for  comfort  and  the  econom- 
ic constraints  imposed  by  OPEC. 

If  it  were  only  a  question  of  what 
the  market  wants,  Detroit  would  prob- 
ably build  a  quite  different  kind  of 
car— the  Chevrolet  Caprice  and  the 
Chrysler  LeBaron  may  be 
examples.  These  are  good- 
||j      sized,    comfortable  cars, 
but  scaled  down  from  the 
offerings  of  a  few  years 
back.  However,  a  Caprice 
gets  only  18  miles  to  the 
gallon,  and  to  meet  1985 
fleet  averages,  even  with 
t  somewhat  better  Caprice 

J  mileage,  CM  would  have 

to  sell  four  small  cars  for 
every  Caprice. 

Given  these  facts  of  life, 
the    family    car   of  the 
1980s  will  be  the  size  of 
today's  five-passenger 
compacts— such  as  Ford's 
new  Fairmont  and  Zephyr, 
which  will  get  25  or  so 
miles  a  gallon,  and  are 
  no  smaller  than  the  fam- 
ily car  of  the  mid-1950s 
or  today's  big  European  cars  (Peu- 
geot, for  example) .  In  design,  the  typ- 
ical cars,  including  the  larger  ones, 
will  be  close  to  Volkswagen's  Rabbit— 
which  Ford's  Fiesta  and  Chrysler's 
Omni  will  resemble,  as  the  Chevette 
and  Honda  Civic  already  do.  In  es- 
sence, the  VW  is  a  pair  of  boxes:  a 
larger  one  for  passengers,  a  smaller 
one  for  engine  and  drive  train.  Cars, 
which  have  tended  to  look  more  alike, 
will  become  even  more  uniform. 

As  the  typical  U.S.  auto  becomes 
more  and  more  utilitarian,  manufactur- 
ing efficiency  and  marketing  muscle 
will  play  bigger  and  bigger  roles.  De- 
troit is  easily  the  match  of  the  Jap- 
anese and  Germans  on  both  of  these 
scores  and  will  likely,  within  a  period 
of  two  years,  check  the  foreign  inva- 
sion but  never  completely  turn 
it  back:  In  a  business  where  every- 
body's product  will  look  more  or  less 
alike,  there  will  always  be  people  who 
will  look  to  foreign-ness  or  to  sfrtali 
product  differences  to  assert  their  par- 
ticular individuality.  ■ 
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Can*t  Lose  For  Winning 

For  more  than  half  a  century,  the  Blausteins 
of  Baltimore  have  struggled  to  build  their  own 
integrated  oil  company.  They  haven't  succeeded 
yet,  but  they've  gotten  rich  in  the  struggle. 


TlIU   DECADES-LONG    AMMTION   <>f  the 

Blaustein  family  of  Baltimore  to  own 
a  large  integrated  oil  company  has 
left  them  thwarted,  disappointed,  hut 
unbelievably  rich.  No  matter  how 
badly  they  have  stumbled  reaching  for 
thai  goal,  lite  tenacious  Blausteins 
have  come  up  with  pocketfuls  of 
money.  Today,  sitting  atop  a  cushy 
fortune  of  maybe  $350  million  to  $400 
million,  the  Blausteins  still  strive  for  a 
big  integrated  oil  company  of  their 
own  through  their  51%  ownership  of 
Crown  Central  Petroleum  Co.  (49% 
by  their  privately  owned  American 
Trading  &  Production  Corp.;  2%  by 
personal  trusts).  Last  month  Crown 
Central  and  the  Blausteins  suflered  yet 

another  setback  when  their  bid  for 
Bryn  Mawr,  I'a.'s  Kewanee  industries 

failed;  Cull  Oil  seems  to  have  walked 

off  with  the  prize, 

Crown  Central  is  small  only  by 
standards  <>f  the  oil  game.  It  is  a 
$513-million-saIes  oil  refiner  with  250 
of  its  own  gasoline  service  stations  to 
leed,  besides  what  it  wholesales  to 
oilier  marketers.  But  Crown,  like  a  lot 
ol  Other  smallish  refiners,  produces 
little  of  the  crude  oil  required  by  its 
100,000  barrcl-a-day  Houston  refin- 
ery. Crown  gets  much  of  its  crude 
from  foreign  producers,  such  as  Ni- 
gerian National  Corp.  and  Algeria's 
Sonatrach,  on  short-term  contracts 
that  are  subject  to  quarterly  renegotia- 
tion and  summary  cancelation  in  the 
event  of  price  disagreement.  To  oil  in- 
vestors, despite  earnings  of  $6.71  per 
share  last  year  and  $12-million  net  in- 
come that  dwarfed  its  $1.3-million  net 
of  1972,  Crown  without  crude  looks 
like  an  accident  trying  to  happen,  its 
stock  struggling  along  at  only  four 
times  earnings. 

For  the  second  time  in  less  than 
two  years  Crown  made  a  brave  try 
at  acquiring  a  good-sized  crude  oil 
producer  and  lost.  Tn  a  combined  hid 
with  the  National  Cooperative  Re- 
finery Association  and  Hamilton 
Brothers,  an  independent  Denver  pro- 
ducer. Crown  offered  $430.5  million 


for  the  slock  of  Kewanee,  a  $434-mil- 
lion  producer  of  oil,  gas  and  industrial 
chemicals.  At  the  last  minute  NCRA 
pulled  out  of  the  deal,  but  Crown 
and  Hamilton  got  a  brief  extension 
1 1 on i  the  Kewanee  hoard.  Too  late.  By 
the  June  15  deadline  Gidf,  with  its 
own  crude  supply  problem  since  its 
loss  of  status  in  Kuwait,  had  made  a 
bid  that  Kewanee  eonldn't  resist. 

History  had  repeated  itself.  A  little 
over  a  year  ago  B.J.  Reynolds  Indus- 
tries trumped  a  Crown-NCRA  at- 
tempted pass  at  the  U.S.  crude  oil 
producing  properties  of  Great  Brit- 
ain's Burmah  Oil  Co.,  Ltd.  with  an 
unbeatable  $522-million  cash  offer. 

Anyone  who  knows  the  Baltimore- 
based  Blaustein  family  knows  they 
will  not  give  up.  The  Blausteins  keep 
a  low  profile  around  their  hometown 
despite  a  30-story  office  building  bear- 
ing their  name  and  countless  philan- 
thropies. But  real  estate  people  know 
the  name,  as  do  bankers  and  insur- 
ance executives.  In  the  oil  business 
the  name  has  all  the  gravity  of  heavy 
weather.  Through  various  privately 
held  companies,  the  Blausteins  own 
perhaps  as  much  as  $100  million  in 
apartment  houses  and  high-rise  office 
buildings  alone.  They  also  own  oil 
tankers,  manufacturing  companies 
and  a  considerable  amount  of  bank 
stoc  k.  But  the  mother  lode  of  the 
Blaustein  fortune  is  5.25  million 
Standard  of  Indiana  shares  now  worth 
about  $275  million.  (Yearly  dividends 
alone  are  around  $13  million.) 

The  blaustein  family  got  that  hunk 
of  Standard  stock  by  beating  Indiana 
Standard  at  its  own  game.  More  than 
half  a  century  ago  founder  Louis 
Blaustein  and  his  son  Jacob  had  built 
their  American  Oil  company  into  a 
big  success  by  developing  and  mar- 
keting their  Amoco  antiknock  gaso- 
line. The  gasoline  brought  a  premium 
at  the  pumps,  but  just  as  today  with 
Crown  Central,  lack  of  its  own  crude 
supply  barred  American  Oil  from  be- 
coming stronger.  The  Blausteins  sold 
a  50%  share  in  American  Oil  to  Pan 


Offsets:  Crown  Central  Chairman 
Henry  Rosenberg  has  led  the  com- 
pany through  a  glorious  failure. 

American  Petroleum  &  Transport  Co. 
to  get  a  share  of  that  company's  vast 
crude  oil  reserves.  But  by  the  end  of 
the  Twenties  Standard  Oil  of  Indi- 
ana had  bought  control  of  Pan  Ameri- 
can and  was  forcing  Pan  American  to 
sell  its  crude  reserves  to  the  Blau- 
steins' market  competitors,  Standard 
Oil  of  New  Jersey.  The  Blausteins 
were  in  a  box.  They  were  suddenly 
dependent  on  Jersey  Standard  for 
crude  oil  and  their  new  stockholder, 
Indiana  Standard,  was  blocking  them 
from  building  a  new  refinery. 

The  feisty  Blausteins  threatened 
legal  action,  so  Indiana  Standard  al- 
lowed them  to  merge  fully  with  Pan 
American  and  build  a  refinery.  But  as 
the  Depression  deepened,  Indiana 
Standard  reneged,  ordering  Pan  Ameri- 
can to  buy  its  refined  products  from 
Jersey  Standard  and  its  crude  from  an 
Indiana  Standard  subsidiary. 

That  eventually  made  most  of  the 
Blaustein  fortune.  They  took  Indiana 
Standard  and  Jersey  Standard  to  court 
in  a  case  that  dragged  on  for  17  years. 
A  compromise,  struck  in  1954,  merged 
both  Pan  American  and  American  Oil 
into  Indiana  Standard.  A  Blaustein 
took  a  seat  on  Indiana  Standard's 
board;  and  the  Blausteins,  though 
thwarted  in  their  integrated  oil  com- 
pany ambitions,  became  instead  the 
largest  stockholders  in  America's  sixth- 
largest  oil  producer. 

Of  their  own  oil  operations,  the 
family  kept  their  interest  in  little 
W  hite  Oil  Co.,  now  Crown  Central, 
and  its  old  Houston  refinery.  By  the 
Seventies,  it  had  a  strong  marketing 
position,  but  was  highly  dependent  on 
low  cost  crude  contracts  that  vanished 
al  ter  the  1973  Arab  oil  embargo. 

Instead  of  developing  its  own  crude 
supplies  back  in  the  late  Sixties  when 
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had  the  money,  Crown  Central 
nt  $45  million  rebuilding  the  anti- 
ited  Houston  refinery.  Not  that  it 
I  much  of  a  choice.  Says  its  47-year- 
Chairman  Henry  A.  Rosenberg  Jr.: 
lat  refinery  was  built  around  1914. 
was  rubber-banded  and  chewing- 
nmed  together." 

Jy  1972  Crown's  debt  was  43%  of 
total  capital.  The  only  crude-pro- 
:ing  acquisition  within  its  reach 
>  a  $16-million  production-payment 
il  for  the  small  domestic  crude  re- 
ves  of  Sunset  International  Petro- 
m  Corp.  Then  came  a  decision  to 
Id  a  200,000-barrel  refinery  in  Bal- 
ore  to  produce  synthetic  natural 
and  heating  oil.  Crown  has  al- 
dy  spent  over  $18  million  on  the 
ject,  but  a  combination  of  environ- 
ntal  restrictions  and  federal  poli- 
s  aimed  at  discouraging  new  refin- 
;s  has  brought  it  to  a  dead  stop, 
ienberg,  a  relative  of  the  Blausteins, 


. .  'The  refinery  was  rub- 
r-banded  and  chewing- 
immed  together' . . ." 


ists  the  stalled  refinery  can  still  be 
It,  and  Crown  carries  $11  million 
its  balance  sheet  as  a  capitalized 
>ense.  Meanwhile,  the  company  also 
:st  contend  with  soaring  pollution- 
)trol  costs— it  will  have  to  spend 
jut  $30  million  to  reduce  the  lead 
itent  in  its  Houston-produced  gas- 
ne  alone. 

Mow  there  are  threats  to  Crown's 
/el— its  chain  of  24-hour,  seven-day- 
veek,  full-service  stations,  among 
\  most  profitable  parts  of  its  busi- 
is.  Independent  operators  in 
own's  market  areas  are  pushing  for 
[islation  to  ban  both  all-night  oper- 
ons  and  big-company  owned  serv- 

stations.  One  law  in  Crown  Cen- 
l's  home  state  of  Maryland  attack- 
;  company-controlled  stations  is  al- 
idy  being  fought  in  the  courts, 
santime,  a  new  trend  toward  self- 
vice  stations  threatens  to  undercut 
;  price  advantages  Crown  passes  on 
its  customers  from  its  efficient  low- 
st  retailing  operation. 
Getting  Crown  Central  out  from 
der  its  problems  remains  the  occu- 
tion  of  the  wealthy  oil  family's 
ird-generation  leader,  Dr.  Morton 

Blaustein,  a  geologist  who  took 
er  American  Trading  &  Production's 
idership  after  Jacob  Blaustein  died 
1970. 

It  will  be  interesting  to  see  if  Mor- 
n  Blaustein  can  accomplish  what  his 
ther  and  grandfather  couldn't  quite 
ing  off  despite  their  formidable 
hievements.  ■ 
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Black  &  Decker's  G.  Dot 


In  othe 


"Forecasting  and  monitoring  product 
trends  and  sales  through  our  IBM  online 
data  base  system  is  at  the  very  heart  of  our 
business,"  says  G.  Douglas  Hale,  president 
of  the  U.S.  Power  Tools  group  at  Black  & 
Decker,  Towson,  Maryland. 

"Power  tools  are  complex  products,  re- 
quiring relatively  long  manufacturing  lead 
times,"  continues  Mr.  Hale.  "Since  we  make 
6,000  different  products  for  consumer  and 
industrial  markets,  we  can't  afford  to  guess 
what  future  demand  will  be. 

"One  measure  of  successful  forecasting 
is  our  ongoing  ability  to  match  product 
with  demand.  As  an  instance,  at  one  of  the 
three  divisions  of  U.S.  Power  Tools,  the  data 
base  system  helped  increase  the  order  fill 
rate— the  percentage  of  orders  filled  im- 
mediately—by 31%  in  a  six-month  period. 

"In  turn,  this  reduced  sales  lost  due  to 
nonavailability  of  merchandise  by  $15  mil- 
lion for  this  division  alone." 

An  online  data  base  organizes  large 
volumes  of  information  and  gives  people 
at  computer  terminals  swift  access  to  it. 
Needed  data  can  be  quickly  obtained,  mod- 
ified and  updated.  New  data  can  also  be 
added  to  the  base  through  terminals. 

A  $1  million  reduction  in 
computing  costs 

At  Black  &  Decker,  thirty-three  IBM 
3277  display  terminals,  online  to  a 
System/370  Model  158,  are  used  by  plan- 
ners to  access  a  comprehensive  data  base 
with  detailed  information  on  production, 
inventories  and  distribution.  The  data  base 


also  includes  three-year  sales  and  price 
histories  on  all  6,000  products,  as  well  as 
a  running  18-month  sales  forecast  for  each 


TIME  TYPICALLY  NEEDED 

FOR  FORECAST  ANALYSIS 

/  Before 

/      data  base  \ 

/          system  \ 

14  Days 
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of  them.  The  sys- 
tem keeps  daily 
track  of  actual 
sales  for  compari- 
son with  the  fore- 
casts, so  manufac- 
turing schedules 
may  be  adjusted 
accordingly. 


Compared  with  previous  computing 
methods,  the  system  saves  the  company 
about  $1  million  a  year  at  current  workload 
levels. 

Employee  productivity  up  24% 

"Another  use  of  the  computer  has  helped 
us  increase  the  productivity  of  our  distribu- 
tion employees,  measured  in  sales  per  em- 
ployee, by  an  estimated  24%  this  year  con- 
trasted with  two  years  ago,"  says  Mr.  Hale. 

"It  has  aided  us  in  fine-tuning  our  pro- 
duction and  shipment  schedules  in  response 
to  new  customer  needs,  making  possible 
higher  customer  service  standards," 
he  adds. 

Data  base  systems  are  one  of  a  number 
of  ways  IBM  extends  the  power  of  the  com- 
puter to  people  who  need  it.  For  more  in- 
formation, call  your  IBM  Data  Processing 
Division  representative.  Or  write  for  "Data 
Base  Systems:  The  Business  Benefits"  to 
IBM  Corp.,  Dept.  83F-J,  Vn&jf 
1133  Westchester  Ave.,  ^ JJ Jfl, 
White  Plains.  N.Y.  10604.    Data  Processing  Division 


words,  result 


They  Shudda  Stayed 
On  Dry  Land 

GATX'  return  on  equity  has  dropped  by  half 
in  the  past  few  years.  It's  the  old  story: 
diversifying  widely  but  not  always  wisely. 


GATX  is  a  good  gray  $l-billion-a- 
year  Chicago  company.  Its  bread- 
and-butter  business  is  leasing  railroad 
tank  cars— not  to  the  railroads  them- 
selves, but  to  industrial  users  like  Dow 
Chemical.  That  is  a  solidly  profitable 
and  dependable  activity,  regularly 
earning  30%  or  so  on  revenues.  A  typ- 
ical tank  car  lasts  40  years,  but  GATX 
so  writes  its  leases  that  it  gets  its 
money  back  in  the  first  ten;  after  that 
it's  all  gravy  except  for  repair  costs. 
GATX  also  builds  tank  cars,  and  that 
brings  profits  too.  In  a  way,  its  op- 
erations are  more  like  clipping  cou- 
pons than  railroading. 

Tank-car  leasing  is  not,  alas,  a 
growing  business— just  keeping  up 
with  increases  in  the  gross  national 
product.  GATX'  fleet  is  the  nation's 
largest,  and  end  to  end  its  61,000  cars 
would  reach  from  New  York  to  Chi- 
cago. But  their  number  isn't  expanding. 
Thus,  GATX  is  hard  put  to  reinvest 
the  nearly  $100  million  its  tank  cars 
throw  off  every  year. 

So  GATX  has  diversified,  but  not 
into   rail-related   activities.    In  fact, 


when  Chairman  T.M.  (Tim)  Thomp- 
son took  over  in  1961  he  closed  down 
the  company's  freight-car  manufac- 
turing operations.  Today  over  two- 
thirds  of  its  $3  billion  in  assets  are  in- 
vested outside  the  tank-car  business, 
and  these  other  ventures  account  for 
about  half  its  net  earnings. 

Unfortunately,  this  diversification 
has  not  been  particularly  successful 
in  recent  years.  In  1976  GATX  earned 
just  7.5%  on  stockholders'  equity, 
down  from  14%  in  the  early  Seventies. 

GATX'  first  acquisition  was  also  the 
best:  Fuller  Co.,  bought  in  1954, 
which  builds  turnkey  cement  plants. 
Its  worst  acquisition  was  much  more 
recent  and  seemed,  on  the  surface  at 
least,  more  logical  for  a  company  that 
got  its  start  in  transportation.  In  1970 
GATX  bought  an  ocean-tanker  busi- 
ness from  Chinese  entrepreneur  C.Y. 
Chen  for  $65  million.  "Ship  chartering 
is  very  much  like  tank-car  leasing," 
says  Thompson,  who  went  to  work  for 
his  company's  General  American 
Transportation  subsidiary  fresh  out  of 
Case  Western  Reserve  University  in 


Tank  Train:  Hoses  that  link  these  tank  cars  allow  up  to  90  units  to 
be  filled  at  once.  This  pipeline  on  wheels  carries  50,000  barrels  of  oil 


Full  Stop:  GATX'  Tim  Thompson  got 
out  of  freight  cars  because  they're 
cyclical.  But  tankers  have  been,  too. 


1939.  "The  customers  are  the  same, 
the  products  are  the  same." 

One  difference,  however,  soon  be- 
came painfully  apparent.  A  tank  car 
costs  $38,000;  GATX  builds  them  to 
order,  and  its  fleet  is  now  97%  leased. 
Tankers,  on  the  other  hand,  can  cost 
$38  million;  there  is  now  a  world- 
wide overcapacity.  Several  ships  in 
the  48-vessel  GATX  inventory  (book 
value:  $285  million)  are  under  char- 
ter to  financially  troubled  Burmah  Oil. 
If  it  can't  pay,  GATX  writeoffs  on 
these  could  exceed  $25  million.  Mean- 
while, operating  losses  at  its  tanker 
subsidiary  amounted  to  $7  million  last 
year.  "The  shipping  business  is  worse 
today  than  it  was  at  the  depths  of  the 
Depression,"  Thompson  laments.  "It 
can  only  get  better." 

Perhaps.  Fortunately,  other  GATX 
ventures  have  not  fared  so  poorly.  In 
1973  Thompson  bought  American 
Steamship  Co.,  which  now  carries 
nearly  15%  of  the  growing  Great 
Lakes  cargo  trade.  ASC's  vessels  are 
modern  self-unloaders— in  contrast  to 
the  aging  steel  company  fleets  with 
which  they  compete.  It  could  cash  in 
moving  western  coal  to  the  East. 

More  recently,  GATX  has  been 
pouring  money  into  its  terminals  for 
bulk  liquids.  Oil  companies  aside,  it 
is  the  largest  factor  in  this  business, 
with  a  domestic  capacity  of  30  million 
barrels.  Last  year  its  21  terminals 
made  $11  million  pretax  and  sported 
22%  margins. 

Other  GATX   subsidiaries   are  fi- 
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ance  related:  a  capital-goods  leas- 
lg  operation;  insurance  and  real  es- 
ite;  and  Chicago's  LaSalle  National 
lank,  a  1968  acquisition  that  subse- 
uent  bank  holding  company  legisla- 
on  requires  GATX  to  divest  by  1980. 

At  best,  this  diversification  gets 
n'xed  reviews,  running  on  a  scale  in 
rofitability  from  Fuller  on  the  high 
ide  to  tanker  leasing  on  the  red-ink 
ide.  Similar  moves,  however,  haven't 
een  smooth  for  other  tank-car  lis- 
)is:  Competitor  Trans  Union's  ocean 
argo  business  lost  nearly  $20  million 
i  1975;  its  condominiums  and  land 
'evelopment  aren't  yet  profitable. 

Considering  all  this,  it  is  not  sur- 
rising  that  GATX  executives  are  ex- 
ited these  days  by  an  innovation 
ailed  tank  train.  This  new  product 
nks  up  to  90  tank  cars  and  allows 
lem  to  be  filled  or  emptied  with  a 
Ingle  connection,  lowering  the  cost  of 
nit  trains  for  hauling  liquids.  Ship- 
ers  in  New  York  are  already  using 
le  system  on  a  small  scale,  but  be- 
ause  environmental  problems  have 
clayed  construction  of  West  Coast 
ipelines,  tank  trains  may  soon  help 
ransport  Alaskan  crude  inland. 

Already,  Exxon  is  considering  mov- 
lg  40,000  barrels  a  day  over  the 
urlington  Northern  to  its  Billings, 
lont.  refinery.  Other  companies  with 

need  to  replace  soon-to-be-cut-off 


'.  .  .  'The  shipping  business 
s  worse  today  than  it  was 
n  the  . . .  Depression' . . ." 


lanadian  production  may  follow  suit, 
ince  tank  train  operating  costs  are 
vo  to  three  times  those  of  a  pipeline, 
:  is  clearly  a  short-term  alternative, 
ut  GATX'  lead  time  is  six  months; 

pipeline— once  approved— might 
ike  five  years  to  build.  Also,  moving 
il  by  rail  isn't  that  offbeat:  Since 
974  Southern  Pacific  has  regularly 
arried  crude  (in  conventional  tank 
ars  leased  by  Trans  Union)  from  Salt 
-ake  City  to  Los  Angeles. 

But  the  tank  train  won't  be  a  bo- 
anza  for  GATX  or  the  railroads.  Ex- 
on's  proposal,  for  example,  requires 
nly  three  trains  daily— hardly  a  ma- 
>r  addition  to  the  huge  GATX  fleet. 

Even  if  tank  train  won't  make  a 
lajor  difference  to  the  GATX  bottom 
ne,  for  management  it  is  a  welcome 
'ay  to  squeeze  some  additional  earn- 
lgs  out  of  a  slow-growing  but  profit- 
ble  business.  That's  the  way  things 
re  at  GATX  these  days:  improving 
'hat  they've  got.  "We  won't  be  mak- 
lg  any  major  new  moves  soon,"  says 
Ihairman  Thompson.  "Right  now  we 
avc  a  lot  of  work  in  hand."  ■ 


Today,  this 

South  Oak; 

worker  will  produce  74% 
more  than  the  national 
average. 

Shouldn't  he  be  working  for  you?  in  1975,  the 

average  national  worker  accounted  for  the 
shipment  of  $43,000  worth  of  goods  and 
services.  The  South  Dakota  average  was 
$75,000  —  74%  more. 
Why  the  difference?  It  was  due  partly  to 
low  employee  turn-over  and  minimal  ab- 
senteeism —  factors  tied  directly  to  citizen- 
ship, health,  attitudes  toward  education 
and  work,  and  stability.  And  in  all 
those  areas,  South  Dakota  rated 
EXCELLENT  in  a  recent  national 
survey. 

Send  in  the  coupon  below  for  de- 
tails  on   the    hardest  working 
people  anywhere,  and  our  many 
tax  and  financial  incentives,  too. 
And  next  year,  that  74% 
difference  could  be 
working  for  you. 


For  more  information,  complete  and  return  coupon  to: 
South  Dakota  Industrial  Division,  620  S.  Cliff  Ave., 
Suite  FS7,    Sioux  Falls,  S.  D,  57104 


COMPANY. 
ADDRESS- 
CITY  


GETTING  DOWN  TO  BUSINESS 


□Hrffn 

I  /C/AiCCC  " 


\  * 


South 
Dakota 
means  fun, 
too. 

100  golf 
courses  to 
challenge 
the  best. 


S/ 


Forbes  Reprint 

Reprints  of  the  FORBES  essay  (Nov.  15,  1976),  "Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists,"  are  again  available.  To  order,  please  use  the  coupon 
below  and  include  payment  with  order. 

Price  Schedule 

1-    9  copies  $1.25  each  100-499  copies  .50  each 

10-  99  copies  .60  each  500  or  more  copies  .40  each 

FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

Please  send  me       _copies  of  the  FORBES  essay.  I  have  enclosed  payment  with  my 

order. 

Name  —  

Address  ;  

City/State/Zip  —  —  

(Please  allow  4  weeks  for  delivery.) 


Annrf       nil  u     i  .—       n  ( .  ,  , 
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Mushrooming  Business 

Big  companies  are  moving  into  the  mom-and-pop 

mushroom  industry  and  are  making  the  product  commonplace 

in  areas  where  it  was  once  a  rarity. 


Consider  a  typical  supermarket 
scene:  A  housewife,  with  company 
coming  for  dinner,  noses  her  shopping 
cart  through  the  produce  department, 
looking  for  something  a  little  fancy. 
The  display  of  snow-white  mush- 
rooms catches  her  eye.  At  $1.49  a 
pound  they're  not  cheap,  she  muses, 
but  what  the  heck,  even  the  head  of 
lettuce  she  just  picked  up  is  49  cents, 
and  at  least  mushrooms  have  some 
flair  to  them.  She  puts  a  couple  of 
packages  into  her  cart,  and  moves  on. 

Prosaic  enough,  except  that  this 
housewife  is  in  Dallas,  Tex.  and  only 
a  couple  of  years  ago  those  mush- 
rooms wouldn't  have  been  there  for 
her  to  buy.  Nor  would  they  have  been 
readily  available  if  she  had  lived  in 
places  like  Miami  or  New  Orleans. 
And  if  they  had  been,  she  might  well 
not  have  bought  them. 

Fresh  mushrooms  (as  opposed  to 
canned)  have  long  been  familiar  if  ex- 
pensive items  in  the  mid-Atlantic 
states,  parts  of  the  Midwest  and  on 
the  West  Coast,  but  until  recently 
were  scarce  or  nonexistent  elsewhere. 
They  just  didn't  travel  well. 

But  that's  changing  fast  now  that 
two  giant  food  companies,  Ralston 
Purina  and  Castle  &  Cooke,  have  got- 
ten into  the  business  in  a  big  way. 
Ralston  alone  is  believed  to  have  in- 
vested $60  million  in  mushrooms,  and 


the  American  Mushroom  Institute,  the 
industry  association,  reports  inquiries 
from  several  other  large  companies  in 
recent  months.  Both  Ralston  and  Cas- 
tle (under  its  Dole  brand)  are  busy 
building  and  enlarging  technologically 
advanced  mushroom-growing  facilities 
across  the  country;  before  long,  nearly 
everyone  will  live  within  range  of  such 
a  facility. 

Besides  building,  these  two  compa- 
nies, almost  by  reflex,  have  been  em- 
ploying the  market  techniques  that 
they  apply  to  other  foods,  subtly 
working  on  that  housewife's  state  of 
mind.  The  ads,  the  displays,  the 
recipes  in  women's  magazines  and 
newspapers  and  in-store  cooking  dem- 
onstrations have  been  paying  off  hand- 
somely. The  consumer  has  learned 
that  mushrooms  are  available,  versa- 
tile, easy  to  prepare,  and  are  low  in 
calories,  low  in  cholesterol  and  high  in 
thiamine,  a  B  vitamin. 

So  national  mushroom  production  is 
up  an  estimated  10%  this  year,  to 
about  340  million  pounds  or  about 
$210  million.  (Canned  imports  are 
thought  to  exceed  100  million  pounds 
fresh-weight.)  Prices  are  up  around 
12%  to  15%  at  wholesale.  A  third  big 
outfit,  sugar-producer  Amfac,  is  fol- 
lowing in  Ralston's  and  Castle  & 
Cooke's  footsteps.  Says  David  Claas- 
sen,  president  of  Monterey  Mushroom 


Co.,  Amfac's  acquisition:  "The  indus- 
try is  exploding  because  the  better 
availability  and  the  marketing  is  cre- 
ating more  consumer  demand.  It's  a 
food  item  now,  not  a  garnish." 

If  the  big  growers  are  doing  well, 
so,  for  now  at  least,  are  the  little  ones. 
In  1971,  Claassen  says,  he  was  one  of 
19  growers  in  California;  now  he  is 
one  of  27.  Profits,  in  general,  are  up. 

How  much  higher  are  they?  No  one 
wants  to  say,  but  government  figures 
show  that  last  year  growers  earned 
9.7%  on  sales  nationwide.  What  about 
return  on  investment  for  the  large 
newcomers?  "No  big  company  I  know 
of  wants  to  work  on  less  than  15%," 
says  Claassen  cryptically,  and  changes 
the  subject. 

"Today,  at  least  20%  is  what  you 
aim  for,"  he  adds  later,  and  pauses. 
"And  if  I  told  you  return  on  invest- 
ment was  30%,  every  fool  in  the  coun- 
try would  be  putting  his  money  into 
this  business." 

So  far,  Ralston  and  Castle  have 
been  staying  away  from  the  real  cen- 
ter of  the  industry:  Pennsylvania.  U.S. 
mushroom-growing  had  its  beginnings 
there  among  Quaker  farmers  around 
the  turn  of  the  century.  Later,  it  was 
dominated  by  Italian  families  who  set- 
tled around  Kennett  Square,  near 
Philadelphia.  They  handed  down 
their  old-country  mushroom  lore,  fa- 
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ther  to  son,  often  without  understand- 
ing why  their  techniques  and  formu- 
las worked  with  their  temperamental 
product. 

Even  at  the  simplest  level,  cultiva- 
tion is  a  complex  process.  The  "seeds" 
are  microscopic  spores  that  must  be 
collected  and  started  on  grain.  But 
that's  only  the  start. 

The  growing  is  done  on  compost 
made  from  horse  manure,  hay  and 
corncobs.  It  takes  place  in  dank, 
cramped,  windowless  buildings,  where 
humidity  must  be  kept  high,  the  tem- 
perature held  between  56  degrees  and 
60  degrees,  and  the  interior  main- 
tained in  strict  darkness  as  the  mush- 
rooms emerge  because  light  discolors 
them.  Foot-high  trays  stacked  floor 
to  ceiling,  allow  just  enough  space 
between  to  work  in.  When  a  lacy 
network  of  hair-like  roots  spreads 
throughout  the  compost,  a  casing  of 
soil  is  added,  which  usually,  but  not 
always,  produces  clusters  of  white 
mushrooms.  The  mushrooms  must  be 
picked  daily  as  they  emerge  from 
the  soil  over  a  period  of  40  days 
or  so,  and  packed  and  shipped 
immediately. 

Today,  the  big  companies  have 
mushroom-growing  reduced  to  a 
highly  mechanized  science  that  calls 
for  movable  trays  that  can  be  han- 


dled on  an  assembly-line  basis.  A 
10-million-pound  capacity  is  consid- 
ered an  optimally  sized  mushroom 
farm.  But  the  giants  have  a  healthy 
respect  for  the  200  or  so  growers  in 
and  around  Kennett  Square  with 
their  homespun  but  low-overhead  op- 
erations. The  200  produced  138  mil- 
lion pounds  in  the  1976  crop  year, 
most  of  it  for  the  canned  market,  and 


". . .  'A  billion-pound  market 
[up  from  340  million  pounds] 
is  not  out  of  reach' . . ." 


the  growers  are  tough  competitors. 

The  big  companies  also  don't  want 
to  get  too  close  to  the  biggest  in  the 
business  (though  it  won't  be  for  much 
longer)— Butler  County  Mushroom 
Farm  Inc.,  located  outside  Pittsburgh. 
A  huge  former  limestone  mine  gives 
Butler  ideal  growing  conditions  year 
round  at  low  cost.  Privately  held  But- 
ler produces  42  million  pounds  a 
year,  sold  to  both  the  fresh  and  the 
canned  mushroom  markets,  for  esti- 
mated sales  of  about  $35  million.  The 
closest  Ralston  and  Casde  have 
risked  locating  to  these  relative  pow- 
erhouses is  Illinois,  Tennessee  and, 


starting  within  a  year  or  so,  near  Hart- 
ford, Conn. 

For  now  Pennsylvania,  with  Butler 
and  dozens  of  small  growers,  remains 
the  big  producer.  Its  production,  58% 
of  the  national  total,  is  so  large  that 
most  of  it  has  to  be  channeled  into 
the  canned  market  which,  unlike  the 
fresh  market,  is  in  poor  shape.  The 
canners  are  vulnerable  to  imports,  and 
a  flood  of  cut-rate  competition  from 
Taiwan  and  South  Korea  has  run 
eight  of  an  original  34  canners  out 
of  business  in  the  last  five  years.  So 
the  Pennsylvania  growers  have  very 
substantial  capacity  all  too  ready  to 
take  up  any  growth  in  the  fresh-prod- 
uct markets  within  range.  Unfortu- 
nately for  newcomers,  that  includes 
the  huge  New  York-Philadelphia-Bal- 
timore- Washington  market. 

But  the  big  growers  still  have  the 
rest  of  the  country  to  expand  in.  "In 
1970  per  capita  consumption  was 
about  one  pound  a  year,"  observes 
Claassen.  "With  all  our  growth,  the 
U.S.  is  still  not  quite  at  two  pounds 
per  capita.  But  in  European  coun- 
tries, consumption  is  five  to  seven 
pounds  a  year.  So  a  billion-pound 
market  is  not  out  of  reach  in  the  U.S. 

"If  I  were  starting  over  in  business 
today,  I  wouldn't  be  at  all  afraid  of 
starting  a  mushroom  farm  again."  ■ 


That's  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  sec 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


,  can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BM A  Tower, 
Kansas  City,  Mo.  64141. 


BUTLER 
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Where  will  the  Southern  be 
when  the  railroads  get 
their  24%  increase  in 
market  share?" 


According  to  tiie  federal  government,  the  railroads  are  in  for  a  lot  of 
growth  by  1990. 

Freight  ton-miles  will  increase  by  143%.  And  the  railroad's  share  of 
market  will  go  up  24%. 

This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads:  That 
we're  a  dying  business. 

Far  from  it. 

Nine  out  oi  the  ten  top  U.S.  railroads  consistently  make  a  profit.  The 
Southern  Railway  has  made  a  profit  every  year  for  the  past  38  years. 

So,  when  this  big  increase  in  traff  ic  hits,  we  stand  to  do  pretty  well. 

How  well?  The  president  of  the  Southern  Railway  is  a  lot  better 
equipped  to  tell  you  about  that  than  I  am.  si  \ 


A.E.  Chambers,  Division  Engineer,  Southern  Kailway 


"On. 


M  ICS 


L.  Stanley  Crane,  President,  Southern  Rati*  a j  Svsten 

All  you  hear  about  the  railroads  these  day  is  I  hai 
about  to  go  under.  But,  actually,  we're  in  for  a  big 
I'm  going  to  see  that  we're  on  top  of  it  when  it  comes. 

First,  because  we're  in  a  service  business.  The  only 
sell  is  safe,  on-time  delivery  of  the  goods.  And,  second,  because  we 
this  business  to  make  money.  And  the  only  way  to  do  thai    to  give  be. 
and  better  service. 

We  have  no  doubt  that  these  increases  in  freight  volume  as       the  way. 
So  we're  getting  ready.  Right  now. 

This  year,  my  operating  committee  and  I  plan  to  inspect  at  least  half 
our  main  line  track  mileage  from  this  inspection  car.  Personally  m 
sure  our  track  is  able  to  take  the  fast  and  heavy  traffic  our  service  standard? 
demand. 

But  I  said  we'll  be  on  top.  Does  that  mean  we'll  get  the  lion's  share  of 
these  new  increases?  Maybe.  But  you  can  be  sure  that,  whatever  happens, 
I'm  going  to  see  that  we're  on  top  in  the  two  ways  that  count:  in  service 
and  in  profitability.  Because  we're  not  going  broke,  we're  going  for  broke. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


Southern's  inspection  car,  the  Buena 
Vista,  near  Lake  Accotlnk,  Virginia 
Equipped  with  theater-style  seating 
for  28.  this  custom-made  car  permits 
railway's  top  management  to  make 
detailed  inspections  of  track  condi 
tions  throughout  the  10.461-mile 
system. 


Catenary  bulk  unloader  -  another  product  of  R&D 


The  new  Weld  Bond  truck  body  is  roomier,  sturdier      High  pressure  pumping  umt  boosts  oil  well  yields 


$  in  Millions 
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Research  &  Development  Investment 


And  building  momentum 

with  growing  investments  in  R&D. 

In  the  past  five  years,  we've  increased  our 
investment  in  research  and  development  by  600%. 
And  our  return  on  that  investment  is  evident  in 
markets  all  across  the  transportation  spectrum. 

You'll  find  Fruehauf  leadership  reflected  in  the 
inroads  we've  made  in  materials  handling 
equipment,  our  new  Weld-Bond  truck  body,  and 
the  high-pressure  pumping  unit  we've  developed 
to  stimulate  new  and  old  oil  wells  to  greater 
production.  Innovative,  superior  products  that've 
enabled  Fruehauf  to  achieve  and  sustain  a  front-line 
position  in  the  transportation  industry. 

To  research  our  development,  write  for  our 
Annual  Report.  Fruehauf  Corporation,  Dept.  F-77, 
10900  Harper,  Detroit,  Mich.  48232. 
Total  Transportation . . .  the  World  of 
Fruehauf . . .  we're  rolling. 
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Statistical  Spotlight 


Market  Lifters 


Most  investors  judge  the  level  of  the 
stock  market  by  the  Dow  Jones  indus- 
trial average— which  is  not  so  far  from 
the  magic  1000  number.  By  other 
measures,  however,  the  stock  market 
is  much  lower  than  the  Dow  would 
suggest.  In  terms  of  potential  divi- 
dends, for  example.  The  top  chart 
shows  that  dividend  payout— the  ratio 
between  earnings  and  dividends— is 
down  to  almost  40%,  the  lowest  since 
the  mid-1920s.  An  increase  to  the 
50%  level,  say,  would  push  dividends 
up  by  almost  one-fourth  and  make 
stocks  very  cheap  indeed  in  terms  of 
current  yield. 

If  anything  comes  of  President 
Carter's  goal  of  eliminating  double 
taxation  of  dividends,  businesses 
would  be  encouraged  to  push  the  pay- 
out ratio  higher.  With  dividend  yields 
already  quite  high,  any  further  in- 
creases would  certainly  exert  upward 
pressure  on  stock  prices.  This  would 
result  because  the  investor's  urge  for 
cash  today,  current  yield,  has  once 
again  become  a  dominant  factor  in 
the  price  of  a  stock. 

Now  look  at  the  bottom  chart.  It 
shows  that  the  stock  market  is  at 
a  level  only  slightly  above  book  val- 
ue—and below  replacement  book  val- 
ue, based  on  plant  replacement  cost. 
The  market  has  never  stayed  for  long 
under  book  value,  for  a  reason  akin 
to  natural  law:  If  such  values  are  not 
recognized  by  individual  investors, 
then  they  will  be  recognized  by  ac- 
quiring companies.  Or— an  interesting 
new  development— by  companies  buy- 
ing up  their  own  stock  (see  p.  27). 

Best  of  all,  says  veteran  moneyman 
John  Neff  of  Windsor  Fund  (Forbes, 
Jan.  15,  1974),  the  low  payout  ratio 
means  dividends  are  safe  even  if  there 
should  be  a  mild  recession.  "We  are  in 
a  period  when  earnings  have  dashed 
ahead,  and  the  natural  disposition  of 
directors  is  to  increase  dividends  by 
not  more  than  10%  to  12%.  That  way, 
they  don't  have  to  be  afraid  of  cutting 
them  if  earnings  falter."  Actually,  the 
forces  underlying  these  two  charts  act 
like  life  preservers  sustaining  the  stock 
market. 

Stocks  may  look  high  when  com- 
pared with  the  past  pattern  of  the 
DJI.  But  in  the  light  of  these  two 
floors  under  the  market,  they  may  be 
cheap  indeed.  ■ 
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More  Is  Less 

In  1932  the  30  companies  that  make  up  the  Oow 
(ones  industrial  average  paid  dividends  even  though 
they  had,  collectively,  lost  money.  They  have  not 
had  that  problem  since,  in  fact,  in  recent  years, 
even  though  dividends  have  been  rising  steadily, 
Dow  earnings  have  been  rising  faster.  Result:  low- 
est dividend  payout  ratio  since  the  mid- 1920s  
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iooo  -The  priCe  Of  Assets 

Since  Dow  (ones  began  tracking 

900   book  values  in  1936,  only  rarely 

have  stock  prices  fallen  below  the 
value  of  the  underlying  assets.  It 

800  happened  briefly  in   1941  (so 

briefly  it  doesn't  show  on  the 
chart)  and  then  again  in  the  1974 
700  —  market  break.  But  today  the  DJI  is 
selling  nearly  as  close  to  book  val- 
ue as  it  was  in  World  War  II. 
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It's  An  III  Blizzard 


Here's  a  business  that  got  quite  a 
boost  from  last  winter's  bitter  weather. 


Gail  Martell  is  involved  in  com- 
modity trading,  but  she  doesn't  spend 
much  time  with  charts  or  with  crop 
reports.  The  New  York-based  em- 
ployee of  E.F.  Hutton  &  Co.  is  a  me- 
teorologist, perhaps  the  only  one 
working  full  time  for  a  brokerage 
house.  Her  job  is  to  analyze  weather 
reports  and  to  interpret  them  for  Hut- 
ton's  brokers  and  customers. 

A  few  weeks  ago,  Martell  received 
a  call  from  a  Hutton  broker  in  Long 
Island  who  had  picked  up  a  rumor  of 
a  freeze  in  Brazil  that  could  have  a 
big  effect  on  future  coffee  crops.  Says 
Martell:  "My  first  step  was  to  call  up 
Pete  [Peter  R.  Leavitt,  executive  vice 
president  of  Weather  Services  Corp.  of 
Bedford,  Mass.]  and  see  what  was 
happening.  When  something  like  this 
happens,  I  keep  in  touch  with  him 
two  or  three  times  a  day."  Leavitt's 
private  weather  service  had  been  trac- 
ing the  cold  front  as  it  moved  across 
the  South  Pacific  toward  Chile,  but 
he  figured  the  prevailing  westerly 
winds  would  not  push  it  far  enough 
north  to  threaten  the  delicate  coffee- 
bearing  trees  of  Brazil.  The  message 
to  speculators  was  clear:  There  was 
no  reason  yet  to  believe  that  a  freeze 
would  drive  up  the  price  of  coffee. 

Before  World  War  II  there  was  real- 
ly no  such  thing  as  a  private  weather 
service  in  this  country.  And  as  recent- 
ly as  a  decade  ago,  most  of  them  were 
relatively  small  operations  that  con- 
centrated on  providing  forecasts  to 
farmers,  utilities  and  snow-removal 
crews.  But  private  weather  services 
are  booming  these  days.  From  a  mere 


half  dozen  of  them  in  the  late  Forties, 
they  have  grown  to  number  nearly 
200,  located  everywhere  from  New 
York  and  Chicago  to  Morrisville,  Vt. 
and  Plattsmouth,  Neb.,  and  ranging 
in  size  from  one-man  outfits  to  40- 
man  firms  like  Weather  Services. 

Increasingly,  it  is  business  and  in- 
dustry that  are  turning  to  forecasters 
for  help.  Dr.  Kenneth  C.  Speng- 
ler,  executive  director  of  the  Ameri- 
can Meteorological  Society,  estimates 
that  inquiries  from  private  business 
are  up  50%  since  last  winter's  bitter 
cold  had  so  large  an  effect  on  business. 
John  E.  Wallace,  president  of  Weather 
Services,  says  his  firm  measured  con- 
tracts in  the  hundreds  of  dollars  in  the 
Fifties  and  early  Sixties,  but  now  has 
some  that  pay  as  much  as  $50,000 
and  $60,000  annually.  In  1961  his 
firm  grossed  just  over  $100,000.  This 
year  it  will  gross  close  to  $1  million 
by  telling  companies  like  International 
Business  Machines  when  atmospheric 
electricity  will  interfere  with  its  com- 
puters, and  the  Boston  Red  Sox  when 
their  games  will  be  rained  out. 

In  San  Francisco,  Pacific  Gas  & 
Electrics  Margaret  L.  Mooney  fore- 
easts  temperature,  wind  and  clouds  to 
know  when  "to  get  gas  from  El  Paso 
into  the  system  so  that  it's  ready  to  be 
distributed  to  our  customers."  In  Chi- 
cago, Sears,  Roebuck's  Arlo  Gambell 
tracks  muggy  weather  across  the  na- 
tion, advising  dispatchers  where  to 
send  truckloads  of  air  conditioners. 

It  all  started  during  World  War  II, 
when  the  armed  services  trained  hun- 
dreds of  technicians  to  forecast  and 


interpret  weather  for  military  purpos- 
es. After  the  war,  many  of  them  went 
into  private  business  to  try  to  turn 
their  skills  to  profit.  But  it  was  the 
fickle  weather  of  the  1970s  that  cre- 
ated the  current  intense  business  in- 
terest in  private  weather  services.  The 
drought  that  decimated  Russia's  grain 
crop  in  1972,  the  freeze  that  de- 
stroyed many  of  Brazil's  coffee  groves 
in  1975,  the  harsh  weather  of  last 
winter  (which  destroyed  much  of 
Florida's  citrus  crop)  and  the  current 
drought  in  the  West  all  contributed 
to  the  new  interest. 

What  businessmen  were  learning 
from  climatologists  and  meteorologists 
was  that  weather  really  is  changing, 
and  it's  likely  to  become  worse  than 
it  has  been.  Some  climatologists  think 
that  a  recent  cooling  trend  (since  the 
1940s)  will  continue  and  the  north- 
ern hemisphere  may  enter  a  "little 
Ice  Age."  Others  believe  that  trend 
has  been  reversed  in  the  past  couple 
of  years  and  the  whole  earth  is  warm- 
ing. In  fact,  they  warn  that  the  in- 
troduction of  carbon  dioxide  into  the 
atmosphere  by  industry  may  danger- 
ously accelerate  that  trend.  Others  re- 
spond that  a  return  to  increased  vol- 
canic activity  would  load  the  upper 
atmosphere  with  particles  that  reflect 
heat  away  from  the  earth,  enhancing 
the  cooling  period.  But  what  they 
don't  argue  about  is  that  the  past  sev- 
eral decades  of  relatively  mild 
conditions  could  revert  to  a  period 
of  more  extreme  weather— weather 
like  last  winter,  with  freezing  in  Flori- 
da and  hockey  games  canceled  in 
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Alaska  because  of  melting  ice  rinks. 

"The  climate  in  the  middle  of  this 
century,  which  we  have  taken  to  be 
normal,  was  actually  the  warmest, 
most  kindly  climatic  era  in  many  hun- 
dreds of  years,"  writes  climatologist 
Dr.  Iben  Browning.  "The  'normal' 
conditions  for  life  on  this  planet,  the 
average,  are  much  harder  than  those 
under  which  any  of  us  have  lived 
who  now  inhabit  the  earth." 

Last  winter,  we  got  a  taste  of  those 
"average"  conditions.  Dr.  Reid  Bryson 
of  the  University  of  Wisconsin  ex- 
plains what  happened:  "Back  in  the 
Forties  and  Fifties,  weather  systems 
moved  rather  rapidly  from  west  to 
east.  The  westerlies  (winds  from  the 
west)  flowed  around  the  northern 
hemisphere  with  rather  small  north- 
south  deviations  about  half  of  the 
time."  But  the  recent  cooling  trend 
has  forced  the  westerlies  south,  says 
Dr.  Bryson,  and  that  in  turn  has 
caused  weather  patterns  to  form 
large  loops  that  flow  north  and  south 
more  frequently.  "By  the  Seventies, 
the  looping  pattern  had  become  the 
most  dominant,"  says  Dr.  Bryson,  "and 
of  course  last  winter  one  of  those 
loops  sat  with  a  flow  to  the  north  over 
the  eastern  Pacific  and  a  flow  to  the 
south  over  the  eastern  U.S.  When  you 
get  a  flow  from  way  north  all  the  way 
to  Florida,  it's  going  to  be  extremely 


Jove  Watcher:  Weather  Services 
Vice  President  Peter  Leavitt 
can't  do  much  about  the  weath- 
er, but  he  does  a  good  short- 
range  job  of  forecasting  it. 


cold,  and  when  you  get  a  flow  from 
the  south  all  the  way  to  Alaska,  it's 
going  to  be  warm." 

The  implications  of  such  profound 
change  have  not  been  lost  on  busi- 
ness. E.F.  Hutton,  for  example,  hired 
Gail  Martell  as  a  full-time  meteorolo- 
gist less  than  a  year  ago,  just  two 
years  after  taking  on  Weather  Ser- 
vices on  a  consulting  basis.  Martell 
earned  her  keep  during  the  week  of 
June  19,  when  rumors  of  a  freeze  in 
Brazil  were  affecting  the  market.  July 
coffee  futures,  which  had  been  sell- 
ing around  $2  a  pound  on  the  New 
York  market  the  previous  Thursday, 
were  climbing  toward  $3  a  pound  by 
the  middle  of  the  week.  A  wire  ser- 
vice dispatch  warned  that  "A  cold 
wave  with  temperatures  well  below 
normal  is  sweeping  through  Argentina 
and  is  expected  to  reach  Brazilian 
coffee-growing  areas.  .  .  ."  But  the 
freeze  didn't  come,  and  the  price  of 
coffee  futures  fell  sharply  on  Thurs- 
day and  Friday.  Leavitt  and  Martell 
had  been  right,  and  Hutton  brokers 
had  enjoyed  a  key  advantage  all  week. 

Weather  Services  and  its  counter- 
parts around  the  country  provide  a 
range  of  services  that  go  far  beyond 
the  forecasting  of  a  South  American 
cold  front.  Utilizing  information  that 
is  provided  through  the  National 
Weather  Service  and  the  Global  Tele- 


communications System  of  the  World 
Meteorological  Organization  (sub- 
scribers must  pay  for  the  electronic 
equipment  to  receive  the  informa- 
tion), Weather  Services  monitors  con- 
ditions throughout  the  world  to  ,  p- 
vide  assessments  to  its  clients.  1 
bury  Co.  employs  Weather  Services 
to  provide  information  on  growing 
conditions  in  areas  of  the  world  that 
produce  wheat,  corn,  sorghum,  bar- 
ley, oats,  rice,  sugar,  vegetable  oil, 
peanuts  and  cocoa.  The  Electric  Boat 
division  of  General  Dynamics  Corp. 
pays  them  to  determine  when  sea  con- 
ditions are  right  for  submarine  tests. 
Continental  Grain  Co.  pays  for  infor- 
mation on  growing  areas,  and  occa- 
sionally an  executive  in  their  Geneva 
office  will  ask  for  a  local  forecast  to 
plan  a  backyard  party.  Common- 
wealth Gas  Co.  of  Boston  estimates 
it  can  save  as  much  as  $25,000  a  day 
by  using  Weather  Services,  and  Jo- 
seph Kling  of  the  Pennsylvania  Turn- 
pike Commission  says  frankly  that 
without  them  he  wouldn't  be  ready 
to  keep  the  pike  clear  of  snow.  "I'm  a 
Weather  Services  nut,"  he  says  in 
obvious  admiration. 

Other  weather-information  firms 
over  the  country  provide  a  variety  of 
different  services.  In  New  Orleans, 
A.H.  Glenn  &  Associates  reports  on 
weather  in  the  Gulf  of  Mexico  for  oil 
rig  operators.  North  American  Weath- 
er Consultants  of  Santa  Barbara, 
Calif,  spend  much  of  their  time  help- 
ing companies  meet  environmental 
impact  requirements.  The  govern- 
ment-operated National  Weather  Ser- 
vice provides  weather  forecasting  for 
free  for  the  whole  country,  but  many 
businessmen  find  it  is  not  specific 
enough  to  be  of  use.  Private  forecast- 
ers "customize  the  weather  for  my 
needs  and  my  areas,"  says  Common- 
wealth Gas'  superintendent  of  gas  sup- 
ply, Paul  E.  Henderson. 

The  biggest  limitation  on  the  use  of 
forecasting  to  business  is  the  lack  of 
long-range  predicting  ability.  Most 
weather  forecasters,  including  Weath- 
er Services'  Leavitt  and  the  National 
Weather  Service's  Long  Range  Pre- 
diction Group,  were  able  to  say  well 
in  advance  that  last  winter  would  be 
unusually  harsh.  The  problem  was 
that  nobody  could  say  precisely  how 
cold  it  would  be  when  or  where.  Ad- 
mits Leavitt,  somewhat  ruefully,  "If 
you  could  say  now  that  on  Dec.  20 
it's  going  to  go  down  to  20  degrees, 
that's  worth  a  million  dollars.  But  if 
you  can't  be  sure  that's  a  credible 
statement,  it's  not  worth  a  thing." 
Right  now,  for  all  the  sophisticated 
technology— satellites,  computers  and 
electronic  mapping  devices— weather 
forecasting  beyond  four  or  five 
is  little  more  than  a  guess.  ■ 
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The  Game's  Played 
That  Way,  Lady! 

Janice  LaRouche  has  made  a  rich  career  teaching 
women  to  get  ahead  in  business  by  really  trying. 


In  1961  Janice  LaRouche  was  a 
young  divorcee,  alone  in  New  York 
with  no  job  and  a  two-year-old  son 
to  support.  She  had  never  gone  to  col- 
lege, had  no  training  of  any  sort.  And 
she  hadn't  a  clue  about  how  she  was 
going  to  put  bread  on  the  table. 

Today,  at  52,  she's  one  of  the  most 
successful  career  counselors  in  the 
U.S.,  a  kind  of  modern-day  Dale  Car- 
negie for  women.  She  nets  well  over 
$100,000  a  year  teaching  other  wom- 
en that  femininity  doesn't  mean  com- 
pliant or  submissive  behavior. 

LaRouche's  group  workshop  at  her 
Central  Park  West  apartment  in  New 
York  grows  out  of  her  own  16-year 
struggle— necessity,  quite  literally,  was 
the  mother  of  her  invention.  As  she 
recalls  it: 

"No  one  could  have  been  more 
filled  with  self-pity.  I  viewed  my  life 
as  a  horrible  tragedy.  For  most  wom- 
en, even  today,  there's  a  real  ambiv- 
alence about  work.  They  have  the 
luxury  of  asking  themselves,  'Should 
I  go  to  work?  Should  I  go  husband- 
hunting?  Shouldn't  I  put  my  children 
first?'  And  even  more  terrible  is  the 
prospect  of  giving  up  the  status  of 
being  'Mrs.  Doctor'  to  become  a  mere 
clerk-typist." 

LaRouche  was  lucky  in  a  perverse 
way:  Fate  solved  the  ambivalence  for 
her— she  had  to  find  a  job.  A  so- 
phisticated business  friend  (male)  be- 
came her  mentor  and  suggested  that 
what  she  needed  was  to  make  con- 
tacts: the  kind  that  men  make  reg- 
ularly at  business  lunches,  golf  courses 
and  in  the  gym.  With  his  encourage- 
ment, she  joined  a  trade  association 
of  volunteer  directors  and  met  the 
president  of  it.  Through  her,  she 
landed  an  $80-a-week  job  as  an  as- 
sistant to  the  director  of  volunteers  at 
a  local  charity.  That's  when  her  edu- 
cation about  business  began. 

The  change  from  a  sense  of  self- 
pity  to  a  sense  of  power  didn't  come 
in  a  blinding  flash  of  insight.  It 
evolved.  Painfully.  In  1968,  to  help 
her  career  along,  LaRouche  was  chip- 


ping away  at  a  sociology  degree,  a 
few  credits  at  a  time,  when  she  was 
assigned  to  do  some  volunteer  work 
as  part  of  the  course. 

At  the  time  she  was  a  member  of 
the  militantly  feminist  National  Orga- 
nization for  Women  (NOW)  and 
came  up  with  the  idea  of  a  career 
workshop  for  the  NOW  group.  "My 
struggle  to  build  a  career  was  becom- 
ing a  pretty  standard  kind  of  strug- 
gle," says  LaRouche.  From  her  own 
anguish  she  distilled  principles  and 
lessons  to  help  others.  She  had  asked 
a  male  psychologist  to  help  run  the 
group,  but  he  wanted  to  charge  $60 
per  person  per  month  for  the  weekly 
sessions.  The  NOW  women  asked: 
"What  do  we  need  him  for?"  So  they 
decided  to  scrap  him  and  to  pay 
LaRouche  half  that  amount. 

The  course  was  to  stress  that  work 
was  just  as  necessary  to  a  woman's 
life  as  it  was  to  a  man's.  Why?  Be- 
cause, says  LaRouche:  "Any  house- 
wife is  bound  to  be  dependent  with- 
out any  resources  of  her  own.  It's  just 
like  playing  Russian  roulette." 

Now,  nearly  a  decade  later,  La- 
Rouche offers  a  ten-week  course  of 
90-minute  weekly  sessions,  each  in- 
cluding about  30  women.  LaRouche 
is  a  natural  actress  who  makes  her 
ideas  easier  to  grasp  by  acting  out 
the  problems  on  the  job.  First  she 
plays  the  nonassertive  woman:  "Gee, 
I  think  I  should  get  a  raise,"  she  tells 
the  boss,  her  voice  meek,  her  eyes  on 
the  floor,  her  hands  clenched.  "That's 
how  not  to  get  a  raise,"  she  tells  the 
class.  Then  she  shows  the  right  way 
to  do  it.  Later,  students  volunteer  to 
take  the  role  of  the  employee.  La- 
Rouche switches  to  the  role  of  the 
boss  who  bluntly  rejects  the  demand 
for  a  raise.  "That's  all  right,"  she 
tells  her  students.  "You  have  a  per- 
fect right  to  ask.  He  has  a  perfect 
right  to  say  no.  But  ask  for  that  raise 
like  you  know  you  deserve  it  and 
you've  got  the  right  to  it.  Then  he'll 
take  you  seriously.  If  you  ask  for 
something  assertively,  you've  got  a  lot 


Ladylike  But  Liberated:  To  Janice 
LaRouche,  femininity  doesn't  mean 
submissive  or  compliant  behavior. 


better  chance  of  getting  it." 

LaRouche  claims  that  she  sells 
about  1,500  courses  per  year— some 
women  taking  as  many  as  two  or  three 
courses.  (In  some  cases,  the  employers 
pay.)  At  $150  per  course,  she  gen- 
erates about  $225,000  a  year.  Hold- 
ing the  courses  in  her  own  living 
room,  she  keeps  the  overhead  low;  a 
major  part  of  her  gross  comes  down 
to  net. 

LaRouche  is  not  one  of  your  every- 
hair-in-place  career  women;  nor  is  she 
a  slovenly,  blue-jeaned,  radical  fem- 
inist. She  stresses  a  feminine  but  clean- 
cut  look— uncomplicated  by  long  hours 
of  clothes-shopping  or  the  heavy  gloss 
of  makeup. 

Unlike  radical  feminists,  LaRouche 
does  not  much  emphasize  theory  or 
the  rewriting  of  history  to  "prove" 
that  women  are  persecuted.  She's 
down  to  earth  and  emphasizes  social 
conditioning.  Instead  of  attacking 
corporate  politics,  she  prefers  to  put 
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iybe  you  didn't  know 
ihland  helps  glamorize 
e  American  beauty. 


Earnings  Per  Common  Share 

 (In  Dollars)  

 4.42 

4.18 


2.3  2 


1972       1973      1974       1975  1976 

it  you  should. 

y,  Ashland  is  more  than  the 
st  supplier  of  gasoline  to  in- 
ndent  service  stations, 
hland  is  a  growing  factor  in  coal, 


highway  construction  and  chemi- 
cals. Because  management  has  not 
only  seen  the  potential,  but  has 
marshaled  our  corporate  energies 
to  act  upon  it.  Result?  Our  earnings 
per  share  have  jumped  from  $2.32 
in  1 972  to  $5.03  in  1 976.  And  our 
revenues  are  now  more  than  $4.3 
billion. 

In  the  chemical  business,  we're 
both  a  nationwide  distributor  and  a 
leading  manufacturer— with  a  prod- 
uct list  that  ranges  from  petro- 
chemicals to  carbon  black,  from 
resins  to  foundry  binders.  Among 


our  many  specialties  are  unglam- 
orous-sounding  products  like  the 
surfactants,  fatty  acids  and  quater- 
naries you  find  in  glamorous  brand- 
name  lipsticks,  creams,  lotions, 
shampoos  and  conditioners  that 
help  the  American  woman  add 
sparkle  to  her  hair,  smoothness  to 
her  skin,  and  youth  to  her  face. 

The  fact  is,  refining  and  marketing 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing 
our  talents  where  the 
money  is  will  always  be 
Ashland's  business. 


Ashland  Oil,  Inc  ,  Ashland,  Kentucky 


What  was  Thomas  Edisons 
biggest  blunder? 

Here's  what  we  think  Edison  himself  would  liave  said: 
"Some  people  give  me  credit  for  being  the  man  who  put  electricity  to  work 
in  America.  Not  completely  true. 

A  lot  of  people  had  a  hand  in  it.  Thomson.  Tesla.  Steinmetz. 
Charley  Steinmetz. 

Queer-looking  duck.  Not  even  five  feet  tall.  With  an  enormous  head. 
Inside  that  head,  there  was  an  enormous  brain. 
Shortly  after  he  arrived  in  this  country,  Steinmetz  came  to  work  for 
General  Electric. 

Those  were  exciting  times  at  GE.  It  was  the  beginning  of  the  whole  age  of 
electricity.  Some  of  the  top  scientists  and  engineers  in  the  country  were  there. 
Ideas  were  bouncing  around  like  marbles. 

Steinmetz  started  working  with  alternating  current.  The  kind  of  electricity 
we  all  use  today. 

I  thought  it  was  a  fool  idea. 

I  favored  direct  current.  Of  course,  it  couldn't  be  transmitted  more  than 
two  miles.  But  I  didn't  see  that  as  any  real  problem. 
That  was  the  biggest  blunder  of  my  life. 

If  people  had  listened  to  me  then,  we'd  have  power  plants  all  over  the 
country.  Every  two  miles. 

Well,  Charley  kept  on  working  at  it.  Kept  on  calculating. 

The  big  test  came  at  Niagara  Falls  in  1894.  GE  built  a  transformer  and 
strung  a  line  to  Buffalo.  26  miles  away. 

The  switch  was  thrown  at  Niagara  and  the  lights  came  on  in  Buffalo. 

Steinmetz  once  told  me  he  was  almost  refused  admission  at  Ellis  Island  as 
an  unfit  immigrant.  It's  funny.  One  of  the  men  most  responsible  for  the 
electrification  of  America  was  almost  turned  away  at  its  gate." 

Edison  may  not  have  been  wrong  after  all.  New  solid-state 
equipment  and  technology  developed  by  General  Electric 
make  it  possible  to  send  direct  current  efficiently  over 
great  distances.  It  will  soon  be  transmitted  450  miles 
from  North  Dakota  to  Duluth,  Minn.,  over  a  line  being 
built.  In  some  cases,  direct  current  may  become  the  most 
economical  way  to  transmit  electricity. 


Progress  for  People 
GENERAL®  ELECTRIC 


Homespun  Advice:  LaRouche  holds  her  classes  in  her  traditionally  decorated  living  room,  but  her  advice  is  up-to-date 


judgments  aside  and  stresses  under- 
standing the  game  and  thereby  learn- 
ing to  take  effective  actions. 

"A  common  complaint  from  my  stu- 
dents," she  says,  "is:  'My  boss  says  I 
don't  take  initiative.'  " 

LaRouche  replies:  "The  woman  has 
been  trained  to  look  to  a  man  as  the 
final  decision-maker.  She  is  always 
the  implementer  of  her  husband's  de- 
cisions. Or,  at  least,  most  see  them- 
selves that  way.  No  wonder  there's 
always  a  male  voice-over  on  most  ads 
saying,  'buy  XYZ  detergent.' 

"On  the  job,  the  woman  will  wait 
for  her  boss  to  come  up  to  her  and 
give  his  approval  and  praise  for  the 
last  project,  give  specific  instructions 
about  what  he  wants  done  next  and 
check  in  with  her  to  see  how  that 
new  project  is  progressing.  But  no 
boss  has  the  time  for  that. 

"Women  have  to  learn  to  take  re- 
sponsibility for  themselves.  To  think 
of  themselves  as  the  central  decision- 
maker. But  just  last  month  I  worked 
with  a  woman  who  had  her  own  in- 
terior decorating  firm.  She  wasn't  mak- 
ing any  money  at  it  because  she  was 
always  waiting  for  the  accountant,  or 
her  lawyers,  even  her  subordinates,  to 
okay  decisions  she  was  ultimately  re- 
sponsible for  making." 

Another  serious  problem  for  wom- 
en, she  says,  is  the  fact  that  women 
conceive  of  themselves  as  being  com- 
pliant and  submissive:  "They  fear  say- 
ing to  any  man,  let  alone  their  boss, 
'I  know  you  think  we  should  order 
four  dozen  widgets.  But  I  think  we 
need  six  dozen.  And  here  are  my  rea- 
sons.' Women  are  taught  that  females 
should  build  up  the  male  ego.  But 
that's  not  what  they're  hired  to  do  at 
work." 


Women,  LaRouche  says,  have  also 
become  accustomed  to  a  few  luxuries 
that  men  have  never  been  able  to 
afford.  "Women  have  a  totally  differ- 
ent concept  of  time  than  men.  They're 
too  perfectionistic  because  a  woman's 
standards  have  been  established  apart 
from  the  standards  of  money.  In  fact, 
what  most  women  have  found  them- 
selves doing  is  stretching  their  work 
to  fill  all  the  time  they've  got." 

Be  as  tough,  as  cynical,  as  men, 
LaRouche  tells  her  women.  She  tells 
of  one  woman  who  complained  that 
her  boss  at  a  public  relations  firm  con- 
tinued to  list  in  his  credentials  a  client 
long  since  lost.  The  woman  employee 
was  aghast.  But  LaRouche  refused  to 
sympathize,  saying:  "Don't  overtly 
judge  him.  That's  how  you  get  cut 
out  of  the  network!  Understand  that 
this  is  the  reality  of  the  game." 

Another  woman  complained  to  La- 
Rouche that  her  boss  kept  giving  a 
buddy  business  when  she  thought  it 
would  be  more  efficient  to  go  to  five 
or  six  contractors.  "There's  something 
very  naive  operating  here,"  says  La- 
Rouche. "The  reality  is  that  what 
seems  to  be  the  most  efficient  way  on 
the  surface  isn't  always.  The  way 
things  get  done  is  very  complex.  A  lot 
of  doing  business  has  to  do  with  deal- 
ing with  someone  you  trust.  Or  some- 
one who'll  return  the  favor  for  you 
someday.  That's  just  one  of  the  perks 
of  being  at  a  high  level;  you  can  pick 
the  person  you  want  to  do  business 
with.  But  this  woman  didn't  grasp  the 
politics  of  the  situation.  She'd  never 
seen  it  operating  before." 

Letters  pour  into  LaRouche  testi- 
fying to  the  results  of  her  training. 
Does  that  make  her  feel  like  a  do- 
gooder?  "Not  me,"  she  explains.  "If 


I  manufactured  washing  machines,  I'd 
want  the  clothes  to  come  out  clean." 

Good  businesswoman  that  she  has 
become,  LaRouche  is  diversifying  her 
product  line.  She  has  added  one-shot 
six-hour-long  marathon  sessions  for 
250  women  at  a  time.  Price:  $35 
a  crack.  Many  of  these  women  later 
enroll  for  the  $150  course.  But  she 
refuses  to  advertise.  She  prefers  to  let 
the  customers  feel  they  found  a  good 
thing  on  their  own,  and  besides,  it 
maintains  a  professional  image.  La- 
Rouche refuses  to  bring  in  another 
trainer  to  enable  her  to  hold  more 
classes. 

A  few  men  have  enrolled  in  her 
classes.  But  she  adds:  "The  men  who 
are  very  successful  in  business  have 
absorbed  what  I  teach  through  the 
culture.  They  are  automatically  tuned 
into  it.  It's  like  a  woman  who's  good 
at  man-catching.  She  doesn't  know 
what  she  does.  She  just  does  it."  In 
the  past,  she  says,  "Women  thought 
they  derived  their  power  through  only 
two  things:  their  youth  and  their 
good  looks.  That  meant  they  could 
look  forward  to  sitting  around  after 
they'd  reached  21  and  counting  their 
wrinkles.  But  my  career  has  given  me 
a  sense  of  my  own  power.  It's  pre- 
pared me  to  face  whatever  life  offers." 

What  about  the  women  who've  suc- 
ceeded in  the  past— without  the  kind 
of  crisis  LaRouche  went  through? 
"Studies  show,  and  my  observation 
has  been,  that  uniquely  successful 
women  never  had  brothers,  were  most- 
ly the  oldest  girl  in  the  family,  and 
married  later  on  in  life,  after  estab- 
lishing their  careers.  What  happened 
is  that  the  father,  in  the  absence  of 
a  son,  projected  his  interest  and  am- 
bitions on  the  daughter."  ■ 
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lb  the  Falcon  owner 
irith  a  global  gleam  in  his  ey< 


Your  two-engine  business  jet  is  a  fine  plane  for 
ort  trips.  But  our  spacious  four-engine  JetStar  II 
akes  those  same  trips  with  ease  — and  opens  a 
?w  world  for  you  if  your  company's  plans 
volve  expansion. 

The  Lockheed  JetStar  II  can  take  you  around 
e  world  with  all  the  assurance  that  goes  with 
ur,  fuel-thrifty  engines  and  all  the  backup 
stems  of  a  modern,  commercial  airliner.  In  fact, 
tStar  II  is  really  a  small  airliner,  meeting 
>mmercial  airline  standards  for  over-water  flight, 
s  the  only  one  that  does. 
letStar  II  also  opens  a  new  world  of  comfort 
r  you.  It  takes  you  across  continents  nonstop  in 


a  roomy  cabin  whose  6'  1"  headroom  lets  you 
stand  up  straight.  There's  a  full-size  lavatory, 
larger  even  than  on  most  big  jetliners.  And  a  full- 
size  galley  so  everyone  can  eat  at  the  same  time. 
Plus  lots  of  luggage  space  for  10. 

What's  more,  JetStar  li  s  quiet,  smokeless 
engines  make  it  a  good  neighbor  at  airports. 

Thinking  of  expanding?  Expand  into  a  small 
airliner  unmatched  in  its  flexibility.  JetStar  II. 
For  trips  short  or  long,  there's  nothing  like  it.  M 
There  won't  be  for  years.  Why  not  compare  M 
your  older  two-engine  jet  to  a  new 
JetStar  II  in  a  demonstration  flight?  J 


Lockheed  JetStar  II 

Gets  you  where  you  want  to  grow. 

Contact  Bryan  Moss,  (404)  424-320b,  kockheed-Georgia  Company.  Marietta,  GA  J0063 


To  get  completely 
finished  sets,  just 
push  a  button. 


COLLATED 
COPIES 


STAPLED 
COPIES 


STACKED 
COPIES 


YES 


r  m  ™LS  Very  convenient.  Very  cost-effective. That's  the 
L  Kodak  EktaprintAF  copier-duplicator  that 

delivers  completely  finished  sets  automatically  at  full 
machine  speed  of  4200  copies  an  hour.  In  fact  Kodak 
offers  you  six  clear  performance  choices  at  the  same  high 
speed.  With  no  penalty  for  versatility. 

High-volume  copying.  With  reduction,  if  you  choose.  With 
automatic  feeding  and  collating,  if  you  choose.  Top  quality. 
Consistent  performance. 

Choose  what  you  need.  Hold  top  speed.  Balance 
your  cost  against  effective  results.  To  see  the  copiers 
at  work,  write:  A.  Angert,  Dept.  CD7537,  Eastman 
Kodak  Company,  Rochester,  NY.  14650. 

Kodak  Ektaprint  copier-duplicators 

More  choices.  For  a  more  cost-effective  decision. 


Krugerrand  Vs.  Franklin  Mint 

It's  old  Oom  Paul  Kruger  and  not  George  Washington  or  Leonardo 
da  Vinci,  but  you  get  more  precious  metal  value  in  a  krugerrand. 

By  JAMES  O'HANLON 

When  Franklin  Mint  ran  into  earn- 
ings trouble  recently,  the  official  ver- 
sion blamed  it  all  on  some  low-mar- 
gined diversification.  That  was  only 
partly  true.  What  is  much  more  alarm- 
ing for  the  company— and  also  goes 
a  long  way  toward  explaining  why 
the  stock  collapsed  from  35£  to  10& 
in  just  over  a  year— is  that  Franklin 
Mint's  basic  gold  mine  shows  serious 
signs  of  being  depleted. 

For  13  long  years,  Franklin  Mint 
mined  a  rich  emotional  lode— hoard- 
ing and  collecting.  Its  freshly  minted 
series  of  gold,  silver  and  platinum 
medals  became  a  hot-selling  item,  and 
Franklin  Mint's  sales  soared  from  un- 
der $3  million  in  1967  to  well  over 
$300  million  last  year.  To  date,  Frank- 
lin Mint  has  unloaded  close  to  $1 
billion  worth  of  metallic  "collectibles" 
on  its  customers. 

Franklin  Mint's  sales  rose  over  22% 
in  the  first  quarter  of  1977  from  a 
year  ago  (to  $78  million),  but  per- 
share  earnings  were  up  only  5.7%  (to 
55  cents)  and  will  be  down  in  the 
second  quarter.  The  company  has  ex- 
plained that  its  newer  products— an- 
tique replicas,  crystal  and  porcelain- 
while  moving  well,  cost  more  to  pro- 
mote per  sales  dollar.  This  is  probably 
true,  but  it  is  much  more  ominous  to 
remember  that  as  early  as  1975  new 
orders  for  the  medals  were  running  be- 
hind expectation,  even  though  Frank- 
lin Mint's  conservative  bookkeeping 
actually  tends  to  obscure  the  fact. 
(Sales  are  recorded  as  shipments  are 
made,  and  a  series  may  run  over  three 
years.)  There  was  some  pickup  last 
year,  but  apparendy  slight. 

So  Franklin  Mint  may  have  been 
riding  a  wave  that  has  already  crest- 
ed. Thus  the  newer  products  repre- 
sented not  so  much  expansion  as  a 
badly  needed  hedge. 

What  is  the  reality  of  what  Frank- 
lin Mint  sells?  The  bullion  value 
of  the  silver,  platinum  and  gold  used 
in  its  products  seldom  amounts  to 
more  than  a  fourth  of  their  retail 
price.  Rarity?  Franklin  Mint's  medal- 
lion series,   which   eventually  com- 


So  Much  For  Sentiment:  This  heap  of  old  silver,  including  Franklin  medals, 
will  be  sold  for  scrap  by  New  York  coin  dealer  Joel  D.  Coen,  who  buys  the 
medals  for  bullion  content— sometimes  at  as  little  as  30%  of  original  cost. 
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Bethlehem  Steel  is  loo 
for  a  fight  •  A  fair  fight  . 


Name  a  foreign  steel  pro- 
:er.  We'll  get  in  the  commercial 
I  with  him  and  battle  it  out  for 
terica's  steel  market.  And  if  we 
h  fight  by  the  same  rules,  we're 
ifident  we'll  hold  our  own. 

But  that  isn't  the  way  this 
mpetition"  works.  When  a 
anese  or  European  steelmaker 
^bs  into  the  ring,  his  govern- 
•\t  almost  always  climbs  in  with 
i.  That's  bending  the  rules  of 
:e"  trade,  and  we  don't  think 
fair. 

How  they  fight 

Most  foreign  steelmakers  are 
ier  owned,  subsidized,  financed, 
ed  and/or  protected  in  one  way 
mother  by  their  govern- 
its.  They  don't  have  the 
le  pressure  we  do  to 
irate  profitably  or 
erate  capital.  / 


We  believe  that  much  of  the 
steel  imported  into  the  U.S.  is  being 
"dumped"— that  is,  sold  at  prices 
lower  than  those  charged  in  the 
producer's  own  country,  and 
usually  below  that  foreign  steel- 
maker's full  costs  of  production. 
Dumping  is  illegal,  but  it  has  been 
hard  to  prove. 

Why  they  do  it 
During  periods  of  slack 
demand  at  home,  foreign  steel- 
makers push  to  maintain  high 
production  rates  and  high  employ- 
ment. Result:  a  worldwide  glut  of 


steel. .  .14.3  million  tons  of  steel 
exported  to  America  in  1976, 
priced  to  sell. .  .thousands  of 
American  steelworkers  laid  off  or 
working  short  hours. 

Free  trade,  yes.  But  fair! 

We're  looking  for  a  fight,  yes. 
But  a  fair  fight,  where  all  oppo- 
nents in  the  international  arena 
are  bound  by  the  same  rules. 
Bethlehem  Steel  and  the  American 
steel  industry  are  not  "protec- 
tionist'.' We  are  nor  looking  for 
permanent  trade  barriers  against 
foreign  steel  coming  into  our  home 
markets.  All  we're  asking  is  a 
chance  to  compete  on  fair  and 
equal  terms  here  in  our  own 
country. 

Washington  must  help 

We  urge  the  U.S.  Govern- 
ment to  insist  on  fair  trading  prac- 
tices in  steel,  especially  that  steel 
imports  be  priced  to  at  least  cover 
their  full  costs  of  production  and 
sale. .  .to  arrange  for  prompt  tem- 
porary relief  from  the  current 
excessive  flow  of  steel  imports. . . 
and  to  press  for  international 
governmental  negotiations  lead- 
ing to  an  effective  international 
agreement  on  steel  trade. 

If  you  agree  with  us  about 
the  seriousness  of  this  problem, 
please  write  your  representatives 
in  Washington  and  tell  them  so. 

A  free  folder... "Foreign  Steel: 
Unfair  Competition?"... explains 

our  answer  to  that  question. 

Write:  Public  Affairs  Dept., 
Rm.  476  MT,  Bethlehem  Steel 

Corp.,  Bethlehem,  PA  18016. 


Bethlehem 


memorated  nearly  every  wholesome 
event  since  Biblical  days,  were  repli- 
cated up  to  100,000  times.  Art?  May- 
be, but  how  much  would  one  of 
10,000  reproductions  of  even  a  Picasso 
lithograph  be  worth? 

Art  or  not,  rare  or  not,  Franklin 
Mini's  medals  had  a  merry  ring  for  its 
stockholders.  In  spite  of  heavy  adver- 
tising and  promotional  costs,  the  com- 
pany regularly  earned  and  com- 
pounded 30%  and  better  on  stockhold- 
ers' equity.  Franklin  Mint  statements 
to  individual  customers  have  often  run 
for  pages,  listing  different  series  and 
sets  purchased  over  a  couple  of  years, 
and  requesting  monthly  payments  up 
to  hundreds  of  dollars.  Thousands  of 
Americans  were  hooked  on  the  costly 
collecting. 

What  went  wrong?  Is  there— to 
paraphrase  Barnum— no  longer  a  col- 
lector born  every  minute?  The  answer 
seems  to  lie  in  1)  the  American  pub- 
lic's recent  education  about  buying 


precious  metals  and  2)  those  Frank- 
lin Mint  collectors  who  have  taken 
substantial  losses  on  their  collections 
after  seeking  in  vain  for  a  profitable 
resale  market.  Franklin  Mint  main- 
tains that  only  an  insignificant  num- 
ber of  customers  have  tried  to  re- 
sell their  collections.  But  some  have 
fared  badly.  One  New  York  coin 
dealer,  Joel  Coen,  pays  only  for  the 
bullion  content. 

Coen's  aim  is  not  resale  of  the 
medals.  He  sells  them  as  scrap  to 
New  York  metals  refiner  Handy  & 
Harman,  Inc.  They  in  turn  melt  down 
the  medals  and  bars  and  fabricate 
them  into  silver  sheets  to  be  used  by 
jewelers,  silversmiths,  electronic  manu- 
facturers, even  Franklin  Mint.  That's 
right.  Handy  &  Harman  Treasurer 
Stephen  Mudd  admits  that  some  sil- 
ver may  have  already  found  its  way 
into  a  second  generation  of  Franklin 
Mint  products  by  this  process. 

Coin  dealer  Coen  says  he  saw  it  all 
coming:  "I  told  Franklin  Mint  years 
ago  that  if  they  didn't  make  a  sec- 
ondary market  for  their  stuff  they 
would  be  in  trouble." 

Take  a  Franklin  Mint  collection  to 
any  coin  dealer  and  you  are  likely 
to  get  quite  a  shock.  George  Parola 
of  Perera  Fifth  Avenue,  a  world-fa- 
mous New  York  coin-trading  house, 
makes  a  market  in  Franklin  Mint 
medals  and  bars.  According  to  Parola, 
of  the  350  Franklin  Mint  items  he 
trades  in,  there  are  only  ten  that  he  will 


buy  at  a  premium  over  their  original 
-price.  (Among  them,  the  1971  $20bal- 
boa  in  proof  condition,  the  1971  Fa- 
ther's Day  ingot  and  the  1971  Mother's 
Day  medal.)  Of  the  rest,  the  vast  ma- 
jority are  bought  for  their  intrinsic 
metal  value— a  discount  generally  be- 
tween 60%  and  80%  of  their  original 
price— and  held  for  resale  at  somewhat 
lower  discounts.  Even  at  those  prices, 
however,  •  Parola's  Franklin  Mint 
doesn't  sell  well.  "I  usually  have  a 
Franklin  Mint  inventory  here  of  over 
$35,000." 

Forbes  talked  with  a  dozen  other 
coin  dealers.  All  agreed  that  a  would- 
be  collector  could  save  important 
money  by  buying  the  medals  second- 
hand, rather  than  buying  them  direct 
from  the  Mint.  For  example,  a  recently 
minted  set  of  Franklin  Mint's  Leo- 
nardo da  Vinci  series  can  be  bought 
at  a  60%  discount  at  Brooklyn's  Abco 
Ltd.  coin  shop. 

Parola  says  he  warns  buyers  not  to 


buy  most  second-hand  Franklin  Mint 
pieces  as  an  investment.  Does  Parola 
foresee  a  day  when  Franklin  Mint's 
medals  and  bars  will  attain  scarcity 
value?  "Sure,"  says  the  young  trader 
with  the  drooping  mustache.  "As 
more  and  more  of  this  stuff  gets 
melted  down,  some  of  these  series 
will  really  become  scarce."  But  he's 
talking  very  long  term. 

Franklin  Mint  spokesmen  insist  that 
most  of  their  customers  are  not  in- 
vestment-minded, but  just  collectors 
who  enjoy  spending  money  for  artful- 
ly crafted  medallions  and  ingots  on 
partly  precious  metal  that  reflect  pa- 
triotism. But  Chester  Krause  of  Iola, 
Wis.,  who  puts  out  the  coin  collectors 
bible,  Numismatic  News,  as  well  as  a 
yearly  Guidebook  of  Franklin  Mint 
Issues  (based  on  information  turned 
over  to  him  by  Franklin  Mint)  casts 
doubt.  Says  Krause,  "Only  about  5% 
of  Franklin  Mint's  customers  are  real 
numismatists." 

Look  at  the  timing  of  Franklin 
Mint's  boom.  In  1968  sales  were  $10 
million.  In  1971,  the  year  of  the  first 
dollar  devaluation,  its  sales  zoomed 
to  $63  million.  From  then  on  it  was 
straight  on  up  to  $307  million  last 
year.  These  were  years  of  monetary 
panic,  of  devaluations  and  double- 
digit  inflation,  these  were  the  gold- 
bug  years.  Worried  doctors,  dentists, 
widows  and  small  businessmen  who 
wouldn't  have  known  a  numismatist 
from  an  ornithologist  were  looking 


for  a  refuge  from  paper  money.  They 
would  spend  their  evenings  reading 
Harry  Browne  and  spend  their  hope- 
ful morning  minutes  over  eggs  and 
coffee  eyeballing  those  beautiful- 
ly done  Franklin  Mint  brochures 
(Charles  Andes,  the  company's  chair- 
man, is  a  former  direct-mail  man). 
Perera's  Parola  may  discount  Franklin 
Mint  medals,  but  he  loves  his  collec- 
tion of  their  brochures.  "They  are  fan- 
tastic!" he  says.  "Everybody  thought 
the  country  was  going  to  hell  in  a 
handbasket  in  those  days,"  says  coin 
dealer  Coen.  "You  should  have  seen 
the  asses  who  came  in  here  to  buy 
gold.  These  people  were  running  away 
from  paper  money."  It  was  close  to 
sheer  paranoia. 

In  1975,  the  year  it  became  law- 
ful for  Americans  to  buy  gold  in  bul- 
lion form,  Franklin  Mint's  success  for- 
mula started  to  go  sour.  Its  ratio  of 
promotion  costs  to  order  backlog,  5.4% 
in  1970,  jumped  to  10.2%,  and  long- 
term  medallion  sales  were  less  than 
anticipated.  Besides  the  growing  num- 
ber of  Franklin  Mint  buyers  who  had 
already  taken  big  losses,  there  were 
some  other  good  reasons.  Incipient 
panic  about  inflation  had  calmed  con- 
siderably, and  the  news  about  falling 
precious  metal  prices  generated  a 
stream  of  media  information  about  the 
difference  between  coin  collecting  and 
buying  bullion.  U.S.  gold  and  silver 
bugs  got  a  quick,  painful  education 
about  precious  metals. 

In  the  meantime,  armchair  specu- 
lators and  hoarders  were  becoming 
aware  of  other  more  hardheaded  ve- 
hicles. Official  coins  like  the  South 
African  krugerrand  and  the  Mexican 
50  peso  piece  sell  at  minimal  pre- 
miums of  4%  to  8%  above  their  intrin- 
sic bullion  value.  A  krugerrand  may 
not  be  as  handsomely  packaged 
and  it  may  be  marginally  less  beauti- 
ful than  a  Franklin  Mint  medal,  but 
it  has  a  greater  precious  metal  value. 
Since  the  South  African  mining  indus- 
try began  spending  $4  million  here 
last  year  to  advertise  its  krugerrand, 
more  than  $100  million  worth  have 
been  sold  to  Americans.  Some  of  those 
krugerrand  buyers  might  otherwise 
have  been  buyers  of  Franklin  Mint 
medals. 

So  for  Franklin  Mint— even  the 
name  sounds  like  the  company  was  in- 
augurated by  the  First  Continental 
Congress— the  dream  days  are  prob- 
ably over.  If  we  suffer  another  mone- 
tary panic,  the  public  won't  be  igno- 
rant of  more  sensible  hedges— the 
krugerrand,  or  gold  stocks.  An  em- 
barrassed doctor  recently  sold  George 
Parola  an  $18,000  Franklin  Mint  col- 
lection for  $6,000.  The  doctor  and  his 
friends  will  probably  know  better  next 
time.  « 


". . .  'Everybody  thought  the  country  was  going  to  hell 
in  a  handbasket  in  those  days.  You  should  have  seen 
the  asses  who  came  in  here  to  buy  gold' . . ." 
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Through  the  years,  we've  been  able  to  say  "\fes"to  risks, 
because  we've  known  when  to  say  "No!' 


CHUBB 


Group  of  Insurance  Corripa 

ioo  William  Street,  New  York,  N.Y.  10038 


The  Electric  Economy  requires 
four  vital  resources. 

This  investor  is  one. 


America  is  on  its  way  to  the  Electric 
Economy.  And  The  Southern  Company 
has  the  resources  needed  to  get  there. 

The  fuel.  The  technology.  The  . 
management.  And  the  key  resource. 
The  investor. 

I'm  one  of  The  Southern  Company's 
over  294,000  common  stockholders. 

The  Southern  Company  knows  how 
vital  the  investor  is  in  bringing 
electricity  to  customers.  The  four 
operating  companies  of  the  Southern 
electric  system  can  no  more  produce 
electricity  without  investment  dollars 
than  they  can  without  fuel. 

Common  stockholders  provide 
capital  vital  to  the  Electric  Economy, 
helping  build  the  facilities  that  will 
serve  the  customers  of  Alabama, 
Georgia,  Gulf,  and  Mississippi 
power  companies. 

The  Southern  Company  has  the  other 


three  resources,  too.  Coal,  a  plentiful 
fossil  resource,  is  used  to  generate 
more  than  80  percent  of  the  electricity 
for  the  customers  of  the  system 
companies. 

Technical  expertise  is  at  work 
pioneering  the  development  of  solvent 
refining  —  removing  pollutants  from 
coal  before  it's  burned. 

And  the  system's  management  is 
continually  testing  new  cost-  and 
energy-saving  techniques,  like 
introducing  energy-efficient  home 
building  concepts  to  help  customers 
reduce  their  electric  costs. 

The  Southern  Company:  The 
company  with  the  resources  to  meet 
the  demands  of  the  Electric  Economy. 

The  Southern  Company 
P.O.  Box  720071 
Atlanta,  Georgia  30346 


Joseph  H.  Cain, 
Farm  Manufacturer  Financial 
Service  Representative, 
Atlanta,  Georgia. 


Management. 


Southern  Company  m 

the  southern  electric  system 

Alabama  Power  Company 
Georgia  Power  Company- 
Gulf  Power  Company 
Mississippi  Power  Company 
Southern  Company  Services,  Inc. 


The  Money  Men 


ario  Gabelli's  Orphan  Asylum 


"Rex-Noreco  is  the  perfect  anti-in- 
dex fund  stock."  If  you've  never 
heard  of  Rex-Noreco  or  of  anti-index 
funds,  that's  not  surprising,  because 
you  probably  never  heard  of  the  man 
who  made  the  statement  either— 
Mario  Gabelli.  Rex-Noreco  is  a  small, 
money-losing  mobile-home  dealer  on 
the  American  Stock  Exchange  sell- 
ing lately  at  $3.  The  anti-index  fund— 


which  doesn't  exist— would  be  a  col- 
lection of  companies  so  neglected  or 
so  small  that  they  wouldn't  make  any- 
body's stock  market  index.  Mario  Ga- 
belli, 35,  is  a  prophet  in  the  wilder- 
ness, an  analyst-broker  who  is  con- 
vinced that  small,  neglected  stocks 
are  where  the  money  will  be  made  in 
the  near  future.  These  are  orphan 
stocks  right  now.  Gabelli  is  interest- 


Analyst  Gabelli:  An  eye  for  waifs  and  strays,  companies  so  small  that  most  peo- 
ple never  heard  of  them.  "My  friends,"  he  says,  "think  I'm  crazy." 


ed  in  making  a  home  for  them. 

Here's  another  Gabelli  anti-index 
stock:  Forest  Laboratories.  Some 
stock,  Forest  Labs!  This  Amex  listing 
has  a  total  market  value  of  under  $3 
million  and  it  recently  had  to  remove 
its  founder  as  chairman  and  change 
auditors.  The  boss  was  caught  mon- 
keying with  the  books  to  overstate 
foreign  sales.  That's  bad  news  enough 
to  sink  any  stock,  and  Forest  Labs  re- 
cently languished  at  $3  a  share,  down 
90%  from  its  onetime  high. 

Gabelli's  reasons  for  liking  a  stock 
like  this  tells  a  lot  about  his  philosophy 
of  investing.  The  stock  has  a  book  val- 
ue of  $6— twice  the  market  price— and 
$4.63  per  share  in  working  capital. 

As  you  can  see,  Gabelli  is  more  in- 
terested in  price  than  he  is  in  quality. 

Gabelli  can  rattle  off  the  names  of 
dozens  of  such  stocks.  But  he  also 
studies  them,  which  is  what  really 
makes  him  unique  in  today's  Wall 
Street.  Institutional  investors  aren't  in- 
terested in  little  companies,  so  the  re- 
search houses  don't  follow  them.  The 
institutions  aren't  interested  because 
the  capitalization  is  so  small;  they 
couldn't  take  a  large  position. 

The  redheaded  Gabelli  has  just  done 
a  rather  gutsy  thing.  Last  December 
he  quit  a  well-paying  analyst's  job  to 
go  into  business  for  himself,  reporting 
on  and  dealing  in  these  waifs  and 
strays  of  the  marketplace. 

"My  friends  think  I'm  crazy,"  says 
he,  "to  quit  and  start  up  a  new  re- 
search investment  house  when  all  the 
older  research  boutiques  are  going  out 
of  business  or  merging  with  bigger, 
diversified  firms.  But  that's  my  ap- 
proach to  life:  Go  where  others  fear 
to  tread.  Hell,  I  bought  a  Cadillac  in 
the  middle  of  the  oil  embargo." 

Gabelli  recalls:  "When  I  was  a  kid 
back  in  the  early  Fifties,  I  almost 
cried  that  I  didn't  have  money  in 
stocks  when  they  were  selling  at 
price/ earnings  ratios  of  three  or  four 
or  five.  That's  where  a  lot  of  them  are 
again  today.  I  can't  believe  my  firm 
can't  make  money.  The  only  question 
is  my  staying  power." 

Admittedly,  Gabelli  &  Co.'s  staying 
power  isn't  infinite.  A  nonmember  of 
the  Wall  Street  establishment,  its 
founder  is  a  son  of  Italian  immigrants. 
In  1965  he  graduated  first  in  his  class 
and  summa   cum  laude  from  New 


"I  cant  help  myself. 
I'm  in  love.  With  New  York!' 

Do  you  know  how 
mony  business  trips  I 
rake  ro  New  York?  Don't 
ask  Do  you  know  how  I 
feel  about  it?  I  love  it. 
The  first  thing  I  do  is  call  the 
Biltmore.  Not  just  because  it's  handy 
It's  the  real  New  York.  Under  The  Clock 
In  the  Biltmore  Bar.  Even  up  in  my 
room  I  get  the  same  feeling  I  did  the 
first  time  I  saw  this  city  and  I  couldn't 
stop  walking;  I  couldn't  stop  talking;  I 
couldn't  stop  looking  up. 

I  can't  help  myself.  I'm  in  love.  With 
New  York. 

And  when  I  have  to  leave  The 
Biltmore,  I  leave.  No  goodbyes.  I  give 
my  key  to  the  bellman.  They  bill 
me  later. 

I  remember  one  New  York  trip.  I 
had  to  stay  in  one  of  those  Where-Am-I 
hotels.  I  couldn't 
help  myself.  I 
hated  it. 

The  Qltmore 

43rd  and  Madison 
(800)  221  2690  In  New  York  Store  coll 
(800)  522  6449  In  the  city.  6611717. 

Coll  your  corporate  travel  office  or  travel  agent 


The  Money  Men 


York's  Fordham  College  of  Business 
Administration,  an  accounting  major. 
He  had  counted  on  getting  a  security 
analyst's  fob  on  graduation.  Instead, 
he  had  his  first  brush  with  The) 
Street's  rigidity.  "They  told  me  the  on- 
ly way  I  could  get  to  be  a  security 
analyst  was  to  get  an  MBA,"  he  says. 

On  he  went  to  Columbia  Graduate 
School  of  Business,  whence  two  years 
later  and  nearly  $15,000  poorer  he 
emerged  and  landed  a  security  ana 
lyst's  job  with  Loeb,  Rhoades  &  Co. 
By  1970,  before  he  was  30,  Cabell  i 
claims  that  he  was  earning  $100,000 
a  year.  More  than  the  money,  he 
prizes  the  association  with  John  Loch. 
Distrusting  the  concept  of  growth 
stocks,  of  one-decision  slocks,  Loch 
kept  pushing  Cahclli  to  look  for  cycli- 
cal turnarounds  and  asset  plays.  That 
taught  him  one  thing:  "Major  moves 
in  the  stocks  of  big  companies  come 
once  in  ten  years.  So  if  you  want  to 
find  stocks  that  can  move  a  long  way, 
you  have  to  seek  out  pockets  of  op- 
portunity. You  learn  that  the  greatest 
gains  come  from  investing  in  small- 
and  medium-sized  companies." 

Gabelli  left  Loch,  Rhoades,  he  says, 
when  the  firm  turned  down  his  idea 
of  publishing  a  portfolio  of  small  un- 
dervalued companies  in  1975.  I  [e 
moved  on  to  William  D.  Witter,  a 
smaller,  research-oriented  outfit.  The 
market  was  improving,  hut  small 
stor  ks  remained  in  the  doghouse.  Ga- 
belli just  couldn't  leave  them  alone. 
It  took  a  year  of  trying  at  Witter  to 
look  at  small  stocks,  and  even  then, 
they  had  to  he  small  growth  stocks. 
This  went  counter  to  Gabelli's  theory 

that  targets  of  opportunity  are  where 
you  find  them— not  how  you  define 
them.  When  Witter  merged  into 
Drexel  Burnham  Lambert,  Gabelli 
had  trouble  getting  the  firm  to  release 
his  report  on  the  underresearched 
Outlet  Co.  He  decided  to  quit. 

By  now  he  had  $600,000,  painfully 
accumulated  over  a  scries  ol  over  200 
small  trades  in  small  stocks  in  1975 
and  1970.  He  decided  to  put  his 
money  where  his  faith  was  and  start 
his  own  investment  house  specializing 
in  small  or  forgotten  slocks. 

Cahclli  cv  Co.  consists  of  himself 
and  a  small  office  stall  in  New  York. 

To  keep  the  woll  au.i\,  Cahclli 
works  from  7  a.m.  to  1  I  p.m.  and 
grinds  out  conventional  reports  on  au- 
tomotive, farm  equipment  and  broad- 
casting stocks— industries  he  learned 
about  working  for  the  big  brokerage 
firms.  These  reports  bring  in  trading 
commissions  while  he  tries  to  re- 
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Every 
good  credit  Executive 

deserves  tvyo  things: 

a  raise 

and  Dun  &  Bradstreet. 


When  a  profession  is  responsible  for  9  out  of  every  10 
)usiness  transactions,  to  the  tune  of  $5-billion  a  day-and 
:ontributes  directly  to  profits— its  members  deserve  to  be  re- 
garded. And  they  deserve  the  right  tools  to  get  the  job  done. 

Dun  &  Bradstreet.  The  business  world's  number  one 
ource  of  commercial  credit  information. 

Only  Dun  &  Bradstreet  arms  credit  managers  with 
omplete  information  on  5,000,000  companies  worldwide.  Up- 
>date  information,  so  credit  can  alert  sales  to  changing  situa- 
ons  among  current  customers.  Growth  patterns  that  can  steer 
.  sales  force  to  new  profit  opportunities. 

Most  importantly,  complete  credit  reports  from 
)&B  can  help  credit  managers  increase  net  profits  by  reducing 
le  average  collection  period  of  receivables. 


For  a  concern  earning  5%  net  on  an  annual  volume  of 
$25-million,  it  would  require  $685,000  in  additional  sales  to 
equal  what  a  credit  manager  can  earn  the  company  by  collect- 
ing receivables  10  days  sooner. 

Call  800-228-2700, 
a  direct  line  to  improving  your  bottom  line. 

Let  Dun  &  Bradstreet  estimate  for  you  how  much  your 
company  would  gain  by  a  10-day  change  in  your  average 
collection  period.  Just  call  us  at  the  above  toll-free  number, 
giving  your  line  of  business  and  annual  dollar  sales  volume. 
We'll  get  back  to  you  quickly  with  the  brow-raising  figure. 

The  professional  credit  manager  and  Dun  & 
Bradstreet.  Together,  they're  worth  their  weight  in  gold. 

In  Nebraska,  phone  402-397-5400 


DUN  &  BRADSTREET 

The  essential  business. 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know:  The  Reuben  H  Donnelley  Corporation«Corinthian  Broadcasting  Corporation 
Dun  &  Bradstreet  lnternational«Dun-Donnelley  Publishing  Corporation 'Moody's  Investors  Service- Marketing  Services  Division  •Management  Consulting  Division. 


The  Money  Men 


Our  Dividends 

Stand 
on  a 

STRONG 
FOUNDATION 

As  a  leading  cement  producer  and  major 
manufacturer  of  pre-engineered  metal  building  systems, 
Amcord  believes  in  sharing 
its  profitable  growth  with  our  12,000  shareholders. 
That's  why  our  dividend  policy  calls  for 
paying  out  a  minimum  of  30  percent  of  our 
established  earnings  per  share  in  cash  dividends. 
And  that's  no  accident. 
If  you  would  like  to  know  more  about  us, 
please  send  your  business  card  to  me. 


W.T.  Pascoe  III 
Chairman  of  the  Board  and  Chief  Executive  Officer 


AMCORD 


Amcord,  Inc. 

610  Newport  Center  Drive  Newport  Beach,  California  92663 
Listed  NYSE,  PSE.  Symbol:  AAC. 


search   the   neglected   small  stocks. 

Forbes  asked  Gabelli  an  obvious 
question:  Just  who  will  buy  these 
stocks  the  institutions  won't  touch? 

Other  corporations  for  one  thing, 
Gabelli  replies.  "These  values  cannot 
last  because  of  the  renewed  merger 
and  takeover  activity,"  he  contends. 
He  goes  on:  "Besides,  the  individual 
investor  is  beginning  to  buy  again. 
Look  at  the  action  in  some  noninsti- 
tutional  stocks.  He  looks  at  Coca-Cola 
Bottling  Co.  of  New  York.  Warner 
Communications  owns  a  litde  more 
than  12%  and  may  buy  more  at  a 
higher  price.  It  yields  over  4%  while 
he  waits.  So  he  buys  it." 

Other  potential  big  buyers  are  the 
existing  specialized  pools  of  capital 
dedicated  to  small-  and  medium-sized 
stocks,  such  as  Keystone's  S-4  Fund, 
and  Rowe  Price  New  Horizons.  They 
buy  peanut-sized  stocks,  but  these 
funds  themselves  are  no  peanuts.  Ga- 
belli figures  their  assets  exceed  $10 
billion.  Wealthy  families  who  man- 
age their  own  money  also  may  buy 
offbeat  stocks. 

But  none  of  these  potential  buyers 
has  the  resources  to  do  enough  re- 
search on  a  universe  of  literally  thou- 
sands of  stocks.  And  the  brokers 
aren't  doing  it  for  them.  Hence  Ga- 
belli sees  a  vacuum  to  fill.  Some  of 
his  current  favorites: 

•  The  Oudet  Co.,  Amex  traded, 
now  is  up  to  $19.  In  1977  it  should 
earn  $3.35,  and  retail  expansion  and 
acquisitions  should  increase  1978 
earnings  to  $5.  It  has  a  book  value  of 
$27  per  share,  but  its  five  TV  broad- 
casting stations  alone  could  be  sold 
for  $45  per  share,  Gabelli  believes. 

•  LIN  Broadcasting,  traded  over- 
the-counter.  Estimated  1977  earnings 
are  $2.75;  1978  earnings,  $3.25.  LIN 
stock  sells  for  $19  per  share,  vs.  a 
stated  book  value  of  $14  and  Gabel- 
li's  sellout  valuation  of  at  least  $40. 

•  A.P.S.,  Amex  traded,  has  estimat- 
ed earnings  of  $1.20  in  fiscal  1977  andl 
$1.40  in  1978.  Each  share  of  this 
auto  parts  warehouser  sells  for  $7,  vs. 
a  book  value  of  over  $8.  Gulf  &  West- 
ern owns  83%  of  A.P.S.  and  could) 
make  an  offer  for  the  rest  of  the  stocky 
Gabelli  thinks. 

Gabelli's  pure  small  growth  stocks 
are: 

•  General  Automotive  Parts,  trad- 
ed over-the-counter.  The  stock  sells 
at  $27,  vs.  a  book  value  of  $17.  It 
should  earn  $3.10  per  share  this  yeai 
and  $3.50  next.  "It's  a  baby  blue  chip 
and  I  love  it,"  Gabelli  says. 

•  International  Couriers,  traded  on 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 
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$250,000,000 
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including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
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The  First  Boston  Corporation    Goldman,  Sachs  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Morgan  Stanley  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Salomon  Brothers 
Dillon,  Read  &  Co.  Inc. 


Donaldson,  Luf kin  &  Jenrette     Drexel  Burnham  Lambert     Hornblower,  Weeks,  Noyes  &  Trask 


Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Incorporated 

Keefe,  Bruyette  &  Woods,  Inc. 


Kuhn  Loeb  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 

Reynolds  Securities  Inc. 


Lehman  Brothers 

Incorporated 


Warburg  Paribas  Becker 

Incorporated 


White,  Weld  &  Co.      Dean  Witter  &  Co.      Bear,  Stearns  &  Co. 

Incorporated  Incorporated 


Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Loeb  Rhoades  &  Co.  Inc. 
M.  A.  Schapiro  &  Co.,  Inc. 

Wertheim  &  Co.,  Inc. 
Shearson  Hayden  Stone  Lie, 


EARNINGS 
GROWTH 
CONTINUES 

MAPCO  started 
1 977  with  first 
quarter 

earnings 
jumping  26% 
...95<:  per  share 
versus  1 976  first 
quarter  earnings  of 
74c  Unusual?  Not  at 
all.  We've  been  growing 
way  for  1 6  consecutive 
years.  To  learn  more  about 
this  "scrappy  little  pipeline 
company"  that  has  become  a 
big  diversified  energy  company  on 
Fortune's  "500"  list,  write  for  our 
latest  report. 


1800  S.  Baltimore  Ave.,  Tulsa,  Oklahoma  74119 
SYMBOL  MDA  NYSE  •  MWSE  •  PSE 


A  forest  fire 
is  a  shame. 


Starting  one 
is  a  crime. 

The  penalties  for  starting  a  forest  fire 
range  from  a  fine  to  imprisonment. 
Or  both. 


A  Public  Service  of  This  Magazine 
&.  The  Advertising  Council 


The  Money  Men 


the  Amex,  has  little  debt,  a  book  valu< 
of  $9,  a  price  per  share  of  $11.  Esti 
mated  1977  earnings  should  be  $1.49 
and  in  1978  $1.80.  With  sales  of  ! 
million  it  would  make  an  excellen 
acquisition  for  a  company  that  want 
ed  to  enter  the  small-package  deliver 
business. 

•  Butler  International,  traded  o 
the  Amex,  is,  Gabelli  hopes,  a  turn 
around  situation  with  emergins 
growth  from  higher  future  use  of  it 
leased  airport  space.  The  improvec 
economy  will  make  executive  tinw 
more  valuable.  This  will  lead  to  a  ne« 
boom  in  private  jets.  A  share  of  But 
ler  sells  for  $16,  vs.  a  book  value  o 
$10,  and  estimated  1977  earnings  ol 
$3  and  1978  earnings  of  $3.50  to  $4 

•  Cedar  Point,  traded  over-the 
counter,  is  an  amusement  park  in  San 
dusky,  Ohio,  whose  management  con 
suited  the  late  Walt  Disney.  Selling  a 
$17  per  share,  Cedar  Point  earnec 
$2.53  per  share  last  year— which  wa: 
six  times  earnings.  This  is  cheap  foi 
this  stock,  which  is  returning  33%  oi 
equity.  Two  years  ago  Cedar  almos 
merged  with  Ohio's  Taft  Broadcasting 
but  the  deal  fell  through. 

Gabelli's  asset  plays  are  two: 

•  Wrather  Corp.,  traded  on  the 
Amex,  sells  at  $6,  vs.  a  book  value  o: 
$6.  It  is  55%  owned  by  Loeb,  Bhoade; 
and  founder  Jack  Wrather.  But  th« 
replacement  value  of  its  assets  i: 
about  $22  to  $24  per  share.  It  own: 
7%  of  TelePrompTer,  a  cable 
TV  operator.  It  also  owns  the  right: 
to  Lassie  and  the  1,000-room  Disney 
land  Hotel  in  California. 

•  Cowles  Communications,  tradec 
on  the  New  York  Stock  Exchange 
had  a  recent  price  of  $15,  but  its  as 
sets  could  not  be  replaced  today  fo 
under  $22.  With  zero  debt  and 
yield  of  over  4%,  Cowles  has  shrunl 
to  just  two  units:  1)  2.6  million  share 
-23%  of  the  New  York  Times;  2)  TV 
stations  in  Des  Moines,  Iowa  anc 
booming  Daytona  Beach-Orlando,  Fla 

Working  alone  as  he  does,  Gabell 
admits  to  moments  of  discourage 
ment;  after  six  months  in  business  hi: 
firm  is  breaking  even,  but  he  himsel 
is  taking  zero  salary.  He  is  still  a  lonf 
way  from  being  able  to  attract  tht 
$5  million  he  would  need  to  get  of 
the  ground  with  what  he  has  tenta 
tively  named  Anti-Index  Fund. 

What  if  he  is  wrong?  What  if  hi; 
litde  stocks  remain  dormant?  Gabelli 
insists  he  will  stick  it  out  as  long  a. 
his  capital  lasts.  "Like  the  captain  o 
the  Titanic,"  he  says,  "I  plan  to  go 
down  in  style."  ■ 
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STRAIGHT  TALK  FROM  THE  PEOPLE  OF  TEXACO 


800  million  gallons 
j^gr^  of  gasoline  could  be 


Maurice  F.  Granville 
Chairman.  Texaco  Inc 


wasted  each  year 
because  of  little  things  like  this, 


Little  things  like  misfiring  spark 
plugs.  Or  a  dirty  air  filter.  Or  under- 
inflated  tires.  They  all  waste  gasoline. 
That's  expensive  for  you.  And  even 
worse  for  the  U.S. 

Imagine.  If  the  average  U.S. 
driver  wastes  only  8  gallons  a  year 
because  his  car  is  out  of  tune, 
that  adds  up  to  more  than  800  million 
gallons. 

And  every  gallon  wasted 
makes  us  more  dependent  on  foreign 
oil.  It  increases  the  drain  on  the 
American  economy. 

So  see  your  Independent 
Texaco  Retailer  for  quality  products 
you  can  trust.  And  keep  your  car  in 
tune.  After  all,  keeping  your  car 
running  right  can  save  you  gasoline 
and  reduce  emissions,  too.  That's 
good  for  you.  And  good  for  the  U.S. 

For  more  information  on  energy 
conservation,  write: 
Maurice  F.  Granville, Texaco  Inc., 
Post  Office  Box  3146,  Grand  Central 
Station,  New  York,  New  York  10017. 


A  worn  spark  plug  after  about  20,000  miles  of  use. 


[TEXACOI 


Working  to  keep  your  trust  for  75  years. 


Faces  Behind  The  Figures 


Too  Objective? 

Wisconsin's  Senator  William  Prox- 
mire  calls  him  a  national  asset.  To 
Hubert  Humphrey,  the  Senate's  gar- 
rulous, grand  old  man,  he's  "an  out- 
standing public  servant."  Humphrey 
adds  that  all  20  members  of  the 
Joint  Economic  Committee  who  in- 
terrogate him  every  month  agree. 

They  are  talking  about  the  govern- 
ment's chief  statistician,  Julius  Shis- 
kin,  64,  a  small,  slightly  stooped  life- 
long bureaucrat  who  serves  as  Com- 
missioner of  the  Bureau  of  Labor  Sta- 
tistics. Shiskin's  four-year  term  is  over 
July  31.  "I  will  be  pleased  if  I  am  re- 
appointed," he  says.  But  in  spite  of 
Shiskin's  friends  in  Congress,  there  are 
obstacles. 

One  of  them  is  that  Secretary  of 
Labor  Ray  Marshall  would  like  his 
own  man  in  the  job.  The  AFL-CIO 
would  like  to  see  Shiskin  go—if  for  no 
other  reason  than  that  he  was  appoint- 
ed by  ex-President  Nixon  and  is  also 
a  former  student  and  a  friend  of  Ar- 
thur Burns. 

But  Shiskin  has  powerful  support- 
ers, too:  people  like  Proxmire  and 
Humphrey  who  admire  the  way  he  has 
kept  the  bureau  out  of  politics. 

That  the  post  is  a  sensitive  one  is 
very  clear.  The  Commissioner  is  re- 
sponsible for  some  extremely  impor- 
tant numbers— the  consumer  price  in- 
dex, the  wholesale  price  index,  the  un- 
employment rate— numbers  that  now- 
adays mean  a  whole  lot  of  dollars 
(over  $20  billion)  to  a  whole  lot  of 
people.  If  consumer  prices,  as  mea- 
sured by  the  index,  go  up  1%,  for  exam- 
ple, paychecks  and  pensions  pegged 
to  that  index  go  up  $1  billion  annual- 
ly. If  the  wholesale  price  index  goes 
up,  escalator  clauses  in  thousands  of 
long-term  contracts  are  triggered. 
And,  of  course,  movements  in  the  un- 
employment rate  help  determine  what 
the  Federal  Reserve  Board  will  do 
about  the  money  supply,  what  Con- 
gress will  do  about  spending,  and  even 
whether  or  not  incumbent  politicians 
will  be  reelected. 

Unemployment  rates  around  the 
country  determine  how  federal  dollars 
are  allocated.  If  local  rates,  as  deter- 
mined by  states,  are  higher  than  those 
determined  by  the  BLS,  for  example, 
the  number  of  federal  dollars  an  area 
gets  under  the  Comprehensive  Em- 
ployment &  Training  Act  and  the  Eco- 
nomic Development  Act  are  lower 
than  the  states  expect.  The  methods 
that  are  used  to  calculate  such  rates 


can  .  thus  mean  millions  of  dollars. 

Alert  to  this  responsibility,  Shiskin 
helped  establish  the  policy  that  no  po- 
litical appointee  can  comment  on  any 
of  these  numbers  until  at  least  one  full 
hour  after  their  release.  He  wanted 
to  make  sure  that  the  public  did  not 
associate  the  bureau  with  whatever 
politician  was  making  the  comment,  or 
with  a  particular  interpretation. 

There's  no  way  for  a  man  like  Shiskin 
to  do  his  job  well  without  annoying  a 
lot  of  people.  Shiskin  himself  says: 
"There  are  lots  of  questions  that  come 
up  that  on  the  margin  affect  the  CPI, 
the  WPI,  the  definition  of  employment, 
questions  on  which  I  have  to  make  a 
decision."  How  to  price  housing  in  the 
CPI,  he  says,  was  one  example.  His 
individual  decisions,  indeed,  may  not 


be  applauded  by  any  of  the  groups 
that  advise  the  bureau— businessmen, 
labor  leaders  and  economists.  "We  get 
different  pressures  from  different 
groups,"  Shiskin  says.  "Sometimes  they 
like  what  we  do,  sometimes  not." 

Labor  leaders  tend  to  prefer  unem- 
ployment and  cost-of-living  figures  to 
come  out  on  the  high  side;  business- 
men and  reigning  politicians  prefer 
them  to  be  on  the  low  side.  Since  the 
way  the  statistics  are  figured  affects 
the  way  they  come  out,  Shiskin's  job 
is  a  vital  one. 

By  reappointing  him,  the  Carter  Ad- 
ministration would  be  sacrificing  its 
right  to  have  its  own  man  in  the  job, 
but  it  would  be  signaling  to  the  press 
and  to  labor  and  to  business  that  the 
BLS  is  above  politics.  ■ 


Johnson  Controls  makes 
buildings  earn  more— especially  those 
with  costly  energy  problems. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
esign,  installation,  service-with  our  own  people.  Results?  See  below. 


Energy  costs  slashed  $120,000  a  year 

At  TRW's  18-building  Office/Research/Manufac- 
turing facility  in  California,  JC/80  computerized 
control  now  governs  75%  of  the  2,500,000-sq.  ft. 
complex.  First  year  predictions  show  $120,000 
savings  in  fuel  and  electricity.  Send  for 

Job  Report  77-28 


Saves  energy  for 

three  generations  of  buildings. 

This  66-year-old  building  is  the  Harris  Bank's  third 
Chicago  building  to  utilize  a  single  JC/80  computer 
for  energy  management.  The  others: 
a  38-story  high-rise  built  in 
1975  and  a  23-story 
building  built  in  1960. 
Send  for  Job  Report  77-27. 


Jl-electric  building  saves  25% 

combat  rising  costs  and  Buffalo  winters, 
Johnson  Controls  JC/80  energy  saving 
system  was  installed  in  the  modern 
3ity  Court  Building  of  Buffalo,  New  York. 

Send  for  Job  Report  76-20. 


om  basic  temperature  controls,  to  life 
ifety  systems,  to  the  computerized  JC/80 
day  more  than  one-third  of  all  large  com- 
ercial,  institutional  and  government 
lildings  in  the  U.S.  employ  some  form  of 
ihnson  controls,  and  our  engineers,  in 
5  offices  across  the  U.S.  and  Canada, 
and  ready  to  put  their  expertise  to  work 
r  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

ill  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 

JOHNSON 


JOB  REPORT 


CONTROLS 


reports  on  similar  buildings  as  well  as 
reports  on  the  buildings  shown  above 
We'll  also  send  you  "Total  Energy 
Management:  an  idea 
book  to  help  you  control 
costs."  Write  to  Fred  L. 
Brengel,  President, 
Johnson  Controls,  Inc., 
Reference  R-1 , 
Box  423,  Milwaukee, 
Wisconsin  53201 


We  make  buildings  earn  more. 


Faces  Behind  The  Figures 


Lessons  Not  Learned 
In  School 

William  Rosenberg  sent  his  son, 
Robert,  to  Harvard  Business  School— 
and  almost  lived  to  regret  it.  The  elder 
Rosenberg  founded  Dunkin'  Donuts 
with  a  shop  in  Quincy,  Mass.  in  1950 
and  expanded  it  gradually  into  a  prof- 
itable little  franchise  chain. 

Son  Robert  became  president  in 
1963  when  he  was  25  and  began  run- 
ning the  company's  daily  operations. 
The  franchise  boom  was  getting  under 
way  and  Bob  Rosenberg  pulled  out 
all  the  stops.  In  1968  Dunkin'  Donuts 
had  334  stores;  within  three  years  it 
had  nearly  700. 

It  wasn't  difficult.  Everyone  wanted 
franchises  in  those  days,  and,  appar- 
ently, Dunkin'  Donuts  wasn't  as  choosy 
about  its  markets  as  it  had  been.  But 
there  was  a  hitch:  While  all  units 
were  built  as  franchises,  any  stores 
that  failed  reverted  back  to  the  parent 
company.  By  1973  the  piper  had  to 
be  paid:  Dunkin'  Donuts  had  to  close 
56  money-losing  stores  and,  in  that 
year,  take  a  $1.7-million  writeoff.  Its 
stock,  which  went  public  in  1968  at 
10    (adjusted  for  a   2-for-l  split) 


and  shot  up  to  33,  dropped  to  1%. 
Says  Bob  Rosenberg  now:  "I  wish  we 
could  all  be  born  with  the  wisdQm  of 
a  45-year-old." 

But  the  company  survived.  Today 
the  chain  has  875  Dunkin'  Donuts 
stores  and  an  annual  volume  of  about 
$225  million.  It  earned  $2.5  million 
($1.19  a  share)  last  year;  so  far  this 
year,  77  cents.  The  stock  is  back  to  8M. 

But  stockholders  are  still  paying  for 
that  early  expansion.  With  its  stock  in 
collapse,  it  could  not  do  as  McDon- 
ald's did  and  use  stock  to  buy  out  fran- 
chises. As  a  result  it  owns  only  105  of 
its  stores— just  12%.  The  biggest  profits 
in  fast  food  typically  come  from  com- 
pany-owned stores.  But  Dunkin'  Do- 
nuts depends  heavily  on  its  leases;  it 
gets  7%  of  everything  over  $165,000 
and  a  small  fixed  fee  on  revenues 
under  that. 

So  the  trick  now  is  to  increase  vol- 
ume by  broadening  its  menu.  An  av- 
erage Dunkin'  Donuts  store  grosses  on- 
ly about  $240,000,  vs.  over  $850,000 
for  a  full-menu  McDonald's.  Dunkin' 
Donuts  are  busy  mostly  on  weekends 
and  for  breakfast.  But  the  company's 
new  soup  menu  should  help  expand 
lunch  and  dinner  business. 


The  Second  Generation:  Dunkin'  Do- 
nuts boss,  Robert  Rosenberg,  is  getting 
a  chance  to  save  the  family  company. 

Of  the  difficult  days,  Bob  Rosen- 
berg now  says:  "It's  helpful  for  a 
young  manager  to  have  the  opportu- 
nity to  live  through  a  time  like  that 
and  still  retain  stewardship  of  the  com- 
pany." And  it  doesn't  hurt  either  if 
your  family  owns  39%  of  the  stock.  ■ 
— Phyllis  Berman 


Beatle  Beaters 

When  ABBA  (Anni-Frid,  Benny, 
Bjom  and  Agnetha)  does  the  "Mon- 
ey, Money,  Money"  number  from 
their  latest  album  Arrival,  the  group 
knows  what  it's  singing  about.  Not 
only  are  the  sexy  Swedes  the  most 
popular  group  in  the  history  of  pop 
music  (35  million  albums,  20  million 
singles  sold),  they  are  also  unques- 
tionably the  richest— thanks  in  large 
part  to  Stikken  (Stig)  Andersson,  45, 
their  manager,  lyricist,  publisher, 
songwriter  and  friend. 

ABBA  has  sold  about  $120  million 
worth  of  discs  and  tapes  since  break- 
ing into  the  big  time  at  Britain's  Euro- 
vision  Song  Contest  in  1974  with 
"Waterloo,"  and  the  group  netted 
about  $10  million  last  year.  But  the 
take  so  far  is  peanuts,  says  Andersson: 
"We  haven't  even  seen  the  big  money 
yet  because  it  takes  so  long  to  reach 
us  through  all  these  performing-rights 
societies." 

When  all  those  dollars,  marks, 
pounds  and  pesos  do  find  their  way 
to  Stockholm,  however,  far  more  of 
them  will  filter  down  to  ABBA  pock- 
ets than  ever  graced  the  Beatle  bill- 
folds. In  addition  to  what  the  group 
makes  as  performers,  ABBA  is  paid 
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for  writing  its  own  songs  (Bjorn  and 
Benny),  its  own  English  lyrics  (Bjorn 
and  Stig),  and  then  for  publishing 
and  recording  them  through  Polar 
Music  International  AB,  an  outfit 
owned  jointly  by  ABBA  and  founder 
Andersson. 

To  keep  the  big-music  boys  under 
control,  Andersson  leases  distribution 
rights  to  different  companies  in  every 
country.  "The  big  international  music 
companies  can  be  very  good  in  one 


Money  Manager:  The  $10  million  his 
Swedish  rock  group  made  last  year  is 
just  peanuts,  says  Stig  Andersson. 


territory,  bad  in  another,"  says  An- 
dersson. "I've  been  in  the  business 
since  1960,  and  I  know  the  people." 

Shrewd  also  is  Andersson's  minimal 
travel  edict.  Last  year's  European 
tour,  which  was  sold  out  weeks  in  ad- 
vance, lost  money  before  the  group 
and  its  60-man  entourage  ever  left 
Stockholm,  to  no  one's  surprise.  An- 
dersson did  it  "to  show  people  we 
were  alive." 

But  what  about  Sweden's  brutal  in- 
come taxes?  Simple,  says  Andersson. 
ABBA  draws  comparatively  modest 
salaries,  pays  the  85%  income  tax,  and 
plows  back  the  bulk  into  fixed  assets 
like  a  brand-new  $l-million  recording 
studio,  one  of  the  top  art  galleries  in 
Scandinavia,  major  real  estate  ven- 
tures, and  some  stocks  and  bonds. 
When  ABBA  decides  to  sell  or  go  pub- 
lic with  Polar  Music,  the  singers  only 
get  lut  for  a  30%  capital  gains  tax. 
Rough  though  Swedish  tax  laws  may 
be,  they  can  be  gotten  around  if  you 
know  how. 

Will  the  frisky  foursome  split  up  one 
day  like  the  Beatles?  Well,  they  do 
have  strong  ties:  Agnetha  and  Bjorn 
are  married;  Benny  and  Anni-Frid  are 
engaged.  Never  was  there  more  in- 
centive to  make  those  unions  last.  ■ 
— Geoffrey  Smith 


FORBES,  JULY  15,  1977 


ME  DOOT  HAVE  TO 

MAKE  XEROX  LOOK  BA 


rO  LOOK  GOOD. 
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ployed  and  trained  service 
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3.  and  Canada. 
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PBC  MEANS  PLAIN  BOND 
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Pitney  Bowes  PBC®  Plain  Bond 
Copier.  It  delivers  37  copies  a 
minute  on  ordinary  letter  or 
legal  size  paper,  on  your  own 
company  letterhead,  and  it  even 
copies  on  both  sides. 


DRY  PRINTPOWDER 
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PITNEY  BOWES  MEANS 
LOWER  COPYING  COSTS. 
Monthly  rental  plans  save  you 
money.  Extended  rentals  save 
you  even  more.  Save  on  paper, 
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Control  System.  Plug-in  meter 
cartridges  record  copier  usage 
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plugged  in.  No  copies  come  out 
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Because  business  travels 
at  the  speed  of  paper. 


Faces  Behind  the  Figures 


Short  'n  Sweet 

Wanted:  Food  product  with  long 
shelf  life  demonstrably  nutritious  in 
massive  doses  to  St.  Charles  River 
rats.  Object:  instant  diversification. 

It  may  come  to  that  for  the  Cum- 
berland Packing  Co.  of  Brooklyn, 
N.Y.,  makers  of  Sweet  'n  Low,  the 
nation's  most  popular  saccharin  sweet- 
ener. For  months,  says  Executive 
Vice  President  Marvin  Eisenstadt,  44, 
Cumberland  has  been  living  "like 
we're  about  to  get  electrocuted." 

Now,  he  says,  "maybe  they're 
giving  us  a  reprieve."  The  reprieve  is 
congressional  action  to  delay  the  Food 
&  Drug  Administration's  proposed 
ban  on  saccharin— proposed  because 
it  caused  cancer  in  some  Canadian 
river  rats  and  recently  was  linked  to 
bladder  cancer  in  human  males. 

Even  if  Congress  overrules  the 
FDA,  a  current  bill  calls  for  stringent 
labeling  provisions— warnings  that  sac- 
charin "causes"  cancer  in  animals  and 
"may"  cause  it  in  humans.  So  Eisen- 
stadt, his  father  Benjamin,  70,  and 
his  brother  Ira,  30,  are  looking  for 
another  product  for  the  private  com- 


Turncoat  Banker? 

There  are  bankers  who  think  John 
McCoy  is  a  traitor.  His  First  Banc 
Group  of  Ohio  is  Merrill  Lynch's 
partner  in  a  new  cash  management 
service  that  looks  suspiciously  like 
banking.  Soon  Merrill  Lynch's  au- 
tomated bookkeeping  will  allow 
customers  to  write  checks,  charge  pur- 
chases and  earn  interest  on  idle  bal- 
ances—all through  their  brokers. 

Bankers  don't  like  that  one  whit: 
Many  of  Merrill's  1  million  retail  cli- 
ents may  someday  not  need  regular 
checking  accounts,  which  provide 
low-cost  balances  for  the  banks,  or 
bank-issued  credit  cards,  which  pro- 
vide juicy  18%  interest  income.  Al- 
ready, Chase  Manhattan's  David 
Rockefeller  has  attacked  McCoy's 
joint  venture  as  an  attempt  to  evade 
government  regulation. 

The  consumer-oriented  holding 
company  chairman,  however,  isn't 
batting  an  eyelid  at  all  the  criticism. 
"People  who  worry  about  siphoning 
funds  out  of  the  banking  system  are 
simply  afraid  of  competition,"  he  ex- 
plains. "Somebody  was  going  to  offer 
this  service  sooner  or  later,  and  I'm 
glad  it  was  us." 

McCoy's  lead  bank— City  National, 
the  third-largest  in  Columbus— is  no 
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A  Sweet  Deal:  Despite  a  looming  FDA 
ban,  says  Cumberland's  Eisenstadt, 
sales  are  25%  ahead  of  last  year's. 


pany  Benjamin  founded  in  1947. 

Says  Marvin:  "We're  in  every  sup- 
ermarket in  the  country,  so  it  would 
have  to  be  something  we  could  use 
that  marketing  system  for,  like  a  food 
product,  maybe  something  in  the 
dietetic  field,  so  we  could  still  use 
the  name.  But  we  just  haven't 
found  it  yet." 


newcomer  to  electronic  technology. 
International  Business  Machines  se- 
lected it  to  test  a  computerized  super- 
market terminal  back  in  1971,  and 
such  promotional  stunts  as  sending 
free  credit  cards  to  all  Ohio  State 
freshmen  have  made  McCoy  a  legend 
among  plastic  money  fans.  In  addi- 
tion, a  First  Banc  subsidiary  does  cred- 
it-card bookwork  for  84  other  U.S. 
banks.  "We  can  add  Merrill  Lynch 
without  even  buying  a  new  compu- 
ter," boasts  McCoy. 

At  64,  McCoy  is  a  lifelong  banker, 
whose  family  gained  an  interest  in 
First  Banc  during  the  Depression.  A 
Stanford  MBA,  he  regularly  recruits 
at  both  his  alma  mater  and  at  Har- 
vard. And  McCoy  invests  heavily  in 
"financial  R&D."  He  once  sent  three 
staffers  to  Britain  to  study  new  sig- 
nature-checking technology. 

First  Banc's  $1.73  billion  in  assets 
ranks  it  92nd  among  U.S.  banks 
(Forbes,  July  I),  but  its  15.9%  five- 
year  return  on  equity  beats  all  but 
seven  other  institutions.  Electronic 
banking  isn't  a  loss  leader,  either. 
Credit-card  processing,  the  service 
Merrill  will  use,  probably  provided 
5%  of  McCoy's  $19.3  million  1976  net. 

John  McCoy  enjoys  the  consterna- 
tion he  is  causing  among  bigger  and 
starchier  competitors.  "I  think  a  lot 
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Sweet  'n  Low  sales  took  a  big  jump 
during  high  sugar  prices  in  1974,  then 
doubled  over  the  next  two  years  to 
$40  million  in  1976.  They  spurted 
dramatically  again  this  year  when  sac- 
charin users  stocked  up  after  the  FDA 
ban  was  announced  in  March.  Says 
Eisenstadt:  "I  had  a  three-month 
supply  and  I  said,  'Well,  we're  going 
to  be  out  of  business  in  three  months, 
so  we'll  just  use  up  our  inventory.  We 
sold  it  out  in  two  days.  But  we  didn't 
raise  our  prices— not  then  or  when 
sugar  was  high." 

Eisenstadt  waxes  indignant  on  the 
subject  of  the  FDA:  "Those  rats 
weren't  fed  saccharin;  they  were  em- 
bryos in  their  mother's  wombs,  so 
they  were  literally  bathed  in  it.  And 
the  other  study  didn't  show  any  evi- 
dence that  women  got  cancer,  so  may- 
be women  ought  to  complain  that 
their  constitutional  rights  are  being 
violated." 

Cumberland  has  a  strong  cash 
position,  says  Eisenstadt— "we  couldn't 
go  bankrupt  if  we  wanted  to."  So 
quick  diversification  looks  like  the  an- 
swer; Sweet  'n  Low's  future  could  be 
Short  'n  Sweet.  ■ 


about  the  Green  Bay  Packers,"  he 
says.  "Nobody  would  expect  a  great 
football  team  to  come  from  a  little 
town  like  that.  Why  does  a  great 
bank  have  to  be  in  New  York  or  San 
Francisco?"  ■  — Paul  Sturm 


Marverick  Banker  McCoy:  His 

link  with  Merrill  Lynch  makes 
money  but  riles  competitors. 


FOR  CONSUMER  ADVERTISERS  AND  THEIR  AGENCIES: 

CAPITALIST  TOOL  KIT 

Forbes:  Capitalist  Tool  offers  consumer  advertisers  and  their  advertis- 
ing agencies  a  Capitalist  Tool  Kit.  It's  a  total  marketing  package  to 
help  you  merchandise  your  advertising  and  follow-up  your  sales  effort 
to  Forbes  readers. 

If  you  run  one  page  of  consumer  advertising  in  Forbes  in  1977  or 
its  equivalent  in  fractional  pages — you  can  then  run— at  no  addi- 
tional charge  — one  ad  in  either  of  Forbes'  new  special  marketing 
bonus  publications:  Forbes  Respond— or  in  the  Forbes  Package  of 
Gift  Ideas  for  Executives.  And  if  you  run  two  or  more  such  ad  pages, 
you  can  appear  in  both.  Four  color  or  black  and  white. 

Forbes  Respond  is  a  6lA  by  1 1  inch  brochure  which  features  self- 
addressed  reply  cards,  three  to  a  page.  The  brochure  will  be  mailed  in 
October  to  over  20,000  corporate  officers  in  1,300  of  America's  largest 
companies— plus:  100,000  Forbes  subscribers  in  the  highest  income 
zip  codes  in  the  U.S.A. 

Or,  you  may  have  a  single  page  advertisement  appear  in  the 
Forbes  1977  Package  of  Gift  Ideas,  which  will  be  mailed  in  November 
to  12,000  top  corporate  executives.  The  same  size  as  Forbes  Magazine, 
it  contains  holiday  oriented  advertisements  from  Forbes— such  as 
automotive,  liquor,  fashion,  watches,  etc. 

Fill  out  the  coupon  at  right  for  more  information  on  your  Forbes 
Capitalist  Tool  Kit. 

FORBES:  CAPITALIST  TOOL 


Name- 
Title— 


Company/Agency - 

Street  

City  


State. 


.zip- 


Capitalist  Tool  Kit,  Forbes 
60  Fifth  Avenue,  New  York, 


Magazine 
N.Y.  10011 


memo  from 
marsh  &  Mclennan 


$*s*  ... 


Isn't  that  doll 
in  the  middle 
worth  the 
price  off  a 
smoke  alarm? 

Fire  takes  12,000  lives  a  year  in 
the  United  States.  Even  more 
unsettling  is  the  fact  that  the 
vast  majority  of  serious  home 
fires  strike  during  sleeping 
hours,  when  all  of  us  are  virtu- 
ally defenseless  against  fire's 
early-warning  signals. 

When  you  weigh  the  fact  that 
home  fires  also  ravage  over  one 
billion  dollars  in  property,  the 
dimensions  of  such  disasters 
begin  to  emerge. 

But  such  sullen  statistics  are 
now  largely  avoidable  with  the 
advent  of  effective,  inexpensive, 
easily  installed  smoke  alarms 
that  maintain  a  24-hour  vigil  in 
your  home. 

Early-warning  systems: 
how  they  work. 

One  type  is  based  on  an  ioniza- 
tion chamber  that  is  highly  sen- 
sitive to  the  invisible  products  of 
combustion.  Another  contains 
a  photoelectric  cell  that  responds 
to  minute  traces  of  smoke.  In 


either  case,  when  the  detector  is 
activated,  the  unit  sends  out  a 
piercing  signal  to  alert  you  that 
danger  exists. 

Detection  at  this  time  can  often 


Source:  National  Fire  Protection  Assoc  iation 


nean  the  difference  between  life 
ind  death.  The  sooner  your  fam- 
ly  is  warned,  the  more  chance 
hey  have  to  escape.  The  sooner 
lelp  arrives,  the  more  likely  it  is 
hat  family  possessions,  frequently 
rreplaceable,  will  be  saved. 

We're  not  promoting  a  particular 
Drand;  Marsh  &  McLennan  doesn't 
riake  or  sell  smoke  alarms.  Our 
)verriding  concern  is  keeping 
four  family  from  being  harmed 
ind  your  possessions  from 
Deing  lost. 

3ur  first-hand 
experience  with  fire. 

rhrough  our  association  with 
commercial  and  industrial  prop- 
erties in  the  area  of  loss  control 
ind  prevention,  we  have  seen 
vhat  can  happen  when  practi- 
cal safety  procedures  are  not 
)bserved.  We  have  learned  how 
nuch  easier  it  is  to  prevent  per- 
sonal injuries  and  property  loss- 


es than  it  is  to  try  to  rectify  the 
results  of  a  catastrophe. 

Well- managed  businesses  have 
long  recognized  this  need  on  a 
strictly  practical  basis:  a  little 
planned  effort  can  lead  to  sub- 
stantially less  time  lost  through 
accidents,  and  far  fewer  claims. 
Not  surprisingly,  good  hazard 
control  programs  can  also  lead 
to  lower  insurance  rates. 

Unfortunately,  what  is  so  com- 
monplace in  business  is  too 
often  neglected  at  home.  It  could 
be  a  fatal  mistake,  which  we  urge 
you  to  correct— today  if  possible. 
Your  family  deserves  it.  Consider 
it  simply  an  extension  of  the 
security  you  strive  to  provide  in 
so  many  other  ways. 

Doesn't  this  seem  to 
make  good  sense? 

We  hope  so.  We  hope  the  peril  is 
as  clear  to  you  as  it  is  to  us.  As 
the  world's  leading  insurance 
broker,  we  feel  a  responsibility  to 
apply  our  broad  experience  in 
the  field  of  loss  prevention  wher- 
ever it  seems  to  do  the  most  good. 

We  have  seen  the  tragedy  of  fire, 
close-up.  too  often  not  to  try  to 
do  what  we  can  to  prevent  it  in 


the  future.  For  our  part 
if  this  "Memo  from  Marsh  & 
McLennan"  saves  a  single  life, 
it  makes  it  all  worthwhile. 

Loss  control  and  prevention  is  a 
specialized  field  that  has  been 
recognized  as  such  by  Marsh  & 
McLennan  for  many  years,  and 
in  our  organization  functions  as 
a  separate  division.  Our  goal  — 
and  we  think  it  should  be  yours 
—is  to  take  positive  action  in  ad- 
vance so  that  losses,  and  all  the 
consequent  complications,  are 
far  less  likely  to  occur. 


We  will  be  glad  to  send  you, 
free  of  charge,  a  list  of  manu- 
facturers of  smoke  detectors 
that  have  received  Underwriters 
Laboratories  approval,  along 
with  a  "Steps  To  Take  If  Fire 
Strikes"  reference  chart for 
your  home.  If  you  also  think 
your  business  would  benefit 
from  our  loss  control  programs, 
let  us  know  and  we  will 
send  further  information. 
Write  to  Dept  300-FB,  Marsh 
&  McLennan,  Incorporated, 
1221  Avenue  of  the  Americas, 
New  York,  N.Y.  10020 


A Jew  of  the  more  than  240  professionals  in  loss  control  whose  skills  are  available  to  our  clients. 


Marsh  & 
Mq.ennan 


specialty 
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Our  National  Castings  Division  is  one  of  the  largest  suppliers  of  railroad 
castings  such  as  trucks,  couplers,  draft  gears  and  hopper  door  frames.  They  devel- 
rotary-type  coupler  which  allows  unit  coal  trains  to  unload  without  uncoupling. 


National's  industrial  castings  capability 
ranges  from  less  than  a  pound  to  more 
than  2,000  pounds.  Widely  diverse 
applications  include:  construction  and 
mining  equipment,  highway  trucks, 
trailers,  and  other  applications 
where  component  strength 
and  reliability  are  critical. 


Our  Capitol  Castings  Division  is  the 
largest  supplier  of  grinding  balls  to  the 
U.S.  copper  industry.  We  have  increased 
our  capacity  by  almost  60%  with  a 
second  plant  in  Arizona  —  center  of  90% 
of  domestic  copper  mining. 


Steel  castings  leadership 
sparks  Midland- Ross  growth  and  profit. 


Midland-Ross  is  one  of  the 
largest  producers  of 
steel  castings  in  the  nation. 
And  we're  expanding  our 
capacity.  This  follows  our 
philosophy  for  growth  .  .  . 
develop  a  leadership  position 
and  build  on  it. 


We're  doing  the  same  thing  in 
our  other  principal  businesses: 
electrical  products,  mechanical 
controls  and  capital  goods.  It's 
working  well.  Net  income  has 
nearly  tripled  since  1972  and 
earnings  per  share  from 
continuing  operations  have 


increased  at  an  annual 
compounded  growth  rate  of 
34%.  We've  become  an  excitin 
company.  If  you'd  like  to  know 
more  about  us,  drop  us  a  note, 
Dept.  LG,  55  Public  Square, 
Cleveland,  Ohio  44113. 
(216)  771-4800. 


IMMMEDROSS 


Forbes 


Money  And  Investments 


The  Growth  State 

For  the  past  two  years  the  spending  proclivities  of  state 
and  local  officials  have  been  frustrated.  Budgets  were  in 
deep  deficit  and  finances  of  many  localities  in  trouble.  It 
was  necessary  to  go  against  the  grain  and  try  to  spend 
less— not  more. 

The  situation  is  reversing  now.  State  and  local  govern- 
ments as  a  group  returned  to  budget  surplus  during  the 
fourth  quarter  of  1976,  and  should  be  in  the  black  for  all 
of  this  year  by  $7  billion  or  so.  After  a  lag  that  is  caused 
by  the  usual  sluggish  pace  of  legislative  processes,  it  is 
likely  that  the  spending  of  state  and  local  governments 
will  be  expanding  again. 

Should  we  be  alarmed?  In  a  way,  yes,  but  there  is  a 
considerable  silver  lining  to  this  cloud.  Forbes  looks  for  a 
spending  increase  of  about  $31  billion  next  year  from  this 
year's  $250  billion.  That's  a  12%  gain  in  current  dollars, 
which  is  about  in  line  with  what  we  expect  for  growth  in 
the  gross  national  product.  In  other  words,  while  state  and 
local  spending  will  grow,  it  won't  increase  its  share  of  GNP 
by  more  than  a  sliver  at  most. 

That's  somewhat  encouraging.  In  the  Sixties,  state  and 
local  spending  growth  far  exceeded  GNP  growth,  and 
state  and  local  governments  were  grabbing  bigger  and 
bigger  chunks  of  the  national  income.  Next  year  they  won't 
do  much  more  than  hold  their  own  in  a  $2-trillion-plus 
gross  national  product. 

For  the  current  economy,  that  extra  $31  billion  in  spend- 
ing will  come  in  mighty  handy  to  help  prevent  a  recession. 
It  now  seems  clear  that  consumer  spending  is  going  to  slow 
while  the  public  steps  up  saving  and  cuts  back  on  its 
debts.  So  the  two  items  will  about  balance  out,  and  the 


economy  overall  should  be  able  to  stay  on  an  even  keel. 

To  put  next  year's  gain  in  local  government  spending  in 
perspective,  you  must  remember  that  the  budget  stringen- 
cy of  the  past  few  years  actually  reduced  state  and  local 
spending  as  a  percentage  of  the  GNP.  In  1976  the  spend- 
ing grew  only  $18  billion,  about  8%  vs.  12%  for  the  GNP 
in  current  dollars.  This  year  it  will  grow  about  9%  vs.  GNP 
growth  of  11%  in  current  dollars.  Taking  the  three  years 
together,  then,  state  and  local  spending  actually  lost  a  bit 
of  ground  as  a  percentage  of  GNP.  That's  evidence  that 
the  wild  inflationary  growth  in  government  spending  that 
took  place  in  the  Sixties  and  Seventies  has— we  hope— per- 
manently slowed  down. 

Where  will  those  extra  government  purchasing  dollars 
go?  Past  history  tells  us  that  they  will  mostly  go  for  wages, 
which  are  now  in  the  neighborhood  of  60%;  it  is  always 
politically  easier  to  hold  down  capital  spending  than  it  is 
to  hold  down  wages. 

So  what  we  can  expect  to  see  is  some  increase  in  hiring 
by  state  and  local  governments,  and  a  lesser  increase  in 
spending  on  school  buildings,  sanitation  trucks,  police  vans 
and  sports  stadiums.  All  this  will  help  keep  unemployment 
under  control. 

Don't  get  unduly  alarmed,  therefore,  when  you  start  to 
read  about  climbing  spending  by  your  state  and  local  gov- 
ernments. It  is  going  to  be  at  least  partly  balanced  by 
slower  consumer  spending,  and  it  does  not  seem  likely  that 
it  will  regain  the  dangerous  momentum  it  once  had.  The 
prospect  for  the  next  year  continues  to  be  for  sustained,  but 
nonexuberant,  economic  growth  and  for  a  manageable— if 
still  too  high— inflation  rate.  ■ 
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1965 


1966 
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1968 


Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


JUNE   128.7 
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MAY   127.8     MAY  (Pre!.)  140.6 

1969       1970       1971        1972  1973 

Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 
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service  price  index  related  to  the  consumer 
price  index) 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital. Market 


Quality  Special  Situation 

By  Ben  Weberman 

. .  Those  courageous  investors  . . .  are  sitting  with 
tax-free  rates  of  return  that  are  not  likely  to  be 
seen  again  on  a  sound  debt  in  our  lifetime  . . ." 


|  n  high-grade  bonds,  as  in  stocks, 
there  are  opportunities  in  special  situ- 
ations. In  most  cases  these  are  bonds 
whose  price  is  lower  than  it  should  be 
for  some  reason  of  mass  psychology  or 
of  prejudice. 

The  tax-exempt  obligations  of  New 
York  State  are  a  prime  example,  es- 
pecially those  of  state  agencies  like 
the  Power  Authority  and  the  Port  Au- 
thority of  New  York  and  New  Jersey. 

New  York  State  Power  Authority 
5%s  of  2010  now  sell  at  100  to  yield 
5.875%.  Compare  this  with  Lower 
Colorado  River  Authority,  Texas,  5/ss 
of  2005  priced  at  101M  to  yield  5.8%. 
These  bonds  are  both  rated  A-l.  Yet 
the  bond  with  the  Texas  label  yields 
significantly  less  (in  a  business  where 
every  basis  point  counts)  than  do  the 
ones  with  the  New  York  label. 

Compare  The  Risks 

Consider  the  underlying  credit. 
This  particular  New  York  Power  Au- 
thority bond  is  part  of  what  is  known 
as  1970  Project  Bonds  and  ranks  be- 
hind the  Authority's  1954  bonds;  but 
the  1954  bonds  should  be  paid  off 
completely  by  1980,  which  would 
raise  the  1970  Project  Bonds  to  first 
lien  status  and  probably  bring  the 
rating  up  to  Aa. 

Lower  Colorado  River  Authority  is 
a  government-owned  utility  in  Texas. 
Notice,  however,  that  the  LCRA  is 
presently  suffering  from  a  severe  cost 
squeeze.  For  years  the  Authority  fueled 
its  generators  with  cheap  natural  gas. 
But  the  cheap  gas  is  no  longer  avail- 
able and  is  being  replaced  either  with 
more  costly  gas  or  more  costly  fuel 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


oil.  The  added  costs  have  cut  deeply 
into  net  income,  so  that  debt  service 
is  not  quite  covered  with  a  ratio  of  0.8 
times.  There  is  no  question  of  de- 
fault, but  the  situation  is  uncomfort- 
able all  the  same. 

And  yet  these  bonds  sell  to  yield 
less  than  the  well-protected  New 
York  State  Powers! 

The  Power  Authority  bonds,  wheth- 
er you  are  considering  the  1954  lien, 
the  1970  hen  or  the  more  recent  Gen- 
eral Purpose  Bonds,  are  all  high  in 
quality.  They  offer  a  tax-free  return 
that  is  25  basis  points  (0.25%)  to  40 
basis  points  (0.40%)  more  generous 
than  on  other  issues  of  similar  qual- 
ity and  maturity. 

Of  course,  the  yield  difference  is 
not  quite  as  attractive  as  it  was  little 
more  than  a  year  ago.  That  was  when 
few  investors  would  touch  any  obliga- 
tion linked  to  New  York.  These  same 
Power  Authority  bonds  were  actually 
trading  to  yield  7.25%  when  I  last 
recommended  them  in  September 
1976  ( Forbes,  Oct.  1,  1976)  and,  at 
times,  11%%  to  12%  earlier  that  year. 
The  courageous  investors  who  took 
these  bonds  into  portfolio  in  February 
1976  are  sitting  with  tax-free  rates  of 
return  that  are  not  likely  to  be  seen 
again  on  a  sound  debt  in  our  lifetime. 

Similarly  situated  obligations  are 
those  of  the  Port  of  New  York  and 
New  Jersey  Authority.  These  debt  is- 
sues have  suffered  not  only  from  their 
association  with  New  York,  but  from 
the  antics  of  the  politicians  of  these 
states  who  tried,  unsuccessfully,  to  di- 
vert revenues  that  had  been  pledged 
to  bondholders  under  the  indenture. 

Port  Authority  6s  of  2008  are  sell- 
ing around  101  to  bring  an  excellent 
rate  of  return  of  5.93%. 

Investors  in  the  various  New  York 
obligations  can't  expect  too  much 
price  advance  in  the  near  future  be- 
cause so  much  public  financing  has 
backed  up  during  the  period  when 
markets  were  virtually  closed  to  these 
borrowers;  the  supply  of  offerings 
will  be  heavy  for  a  long  period  ahead. 


But,  so  what?  The  yields  are  excel- 
lent and  so  is  the  quality. 

In  a  period  of  only  a  few  days,  the 
Buffalo  Sewer  Authority  (a  name 
hardly  better  than  New  York  City  in 
credit  markets)  raised  $66  million, 
the  New  York  State  Housing  Finance 
Agency  borrowed  $82  million  and 
New  York  State  itself  came  to  mar- 
ket with  $96  million  in  general  obli- 
gations. While  the  sovereign  state  of 
New  York  had  to  pay  5.3%  on  its 
15-year  A-rated  obligations  to  make 
them  attractive  to  investors,  Osseo, 
Minn.  Independent  School  District 
No.  279  was  able  to  market  A-rated 
obligations  due  in  15  years  at  5.2%, 
and  Williamson  County,  Tenn.  priced 
15-year  A-quality  bonds  at  5%.  If 
you  wished  to  buy  Aaa-rated  Illinois 
bonds  at  the  same  time,  the  interest 
rate  was  only  4.8%. 

Still  In  Trouble 

How  about  the  culprit  that  started 
it  all— New  York  City?  More  will  be 
heard  of  this  soon.  Legislation  per- 
mitting the  city  to  borrow  from  the 
U.S.  Treasury  to  meet  seasonal  needs 
requires  the  city  to  get  its  financial 
house  in  order,  so  that  even  New 
York  City  can  come  to  market  again 
in  the  1977-78  fiscal  year. 

The  big  hitch  is  that  $819  million 
of  notes  held  by  commercial  banks 
and  city  employee  pension  funds  are 
still  past  maturity  and  unpaid.  The 
city  can't  raise  new  money  without 
paying  off  these  securities,  or  at  least 
getting  permission  from  the  banks 
and  pension  funds  to  do  so.  But  the 
banks,  have  said  they  will  give  no 
waiver  unless  the  politicians  agree  to 
strict  controls  on  the  city's  budget. 
The  prospect  that  banks  would  get 
oversight  powers  prior  to  November 
election  is  dim. 

So  New  York  City  is  still  in  trou- 
ble, and,  while  its  bonds  remain  a 
very  special  situation,  I  cannot  in 
good  conscience  recommend  them— 
not  until  the  politicians  face  the 
harsh  facts.  ■ 
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Scott &Fetzer: 
1st  Half,  up. 

Dividend,  up. 
Outlook,  up. 


Fiscal  1976  was  the  best  year  we've  ever  had. 
id  so  far,  this  year  is  even  better. 

First  quarter  results  were  record-breaking. 
:ond  quarter  results  were  too. 

Compared  to  the  second  quarter  last  year,  our 
tst  figures  show  sales  up  18%,  net  income  up  17% 
d  earnings  per  share  up  22%. 

Dividends  have  been  increased  17%  to  an 
nual  rate  of  $1.40  per  share. 

Considering  that  1976 
s  such  an  outstanding  year 
i  results  to  date  show  that 
s  year  is  even  better,  you 
\  understand  that  we're 
ased  with  our  progress. 

But  we  know  that  there 
things  we  must  do  to  help 
ure  the  future  financial  sta- 
ty  of  Scott  &  Fetzer. 

Right  now,  nearly  two- 
rds  of  our  sales  are  from 
nsumer  products,  one- 


(Dollar  Amounts  in  Thousands 

First  Half 

First  Half 

% 

Except  Per  Share  Data) 

1976 

1977 

Up 

$166,985 

$197,465 

18% 

Income  Before  Taxes   

21,978 

26,853 

22% 

Percent  to  Sales  

13.2% 

13.6% 

$  11,180 

$  13,054 

17% 

6.7% 

6.6% 

Percent  to  Shareholders' 

19.2% 

20.8% 

Per  Share: 

$  1.47 

$  1.76 

20% 

.57 

.60 

5% 

Book  Value  

15  40 

17.20 

12% 

$109,094 

$119,116 

9% 

$198,344 

$218,487 

10% 

third  from  commercial  and  industrial  markets.  We 
want  to  increase  our  non-consumer  business.  Our 
consumer  sales  will  continue  to  grow.  But  we  be- 
lieve that  the  U.S.  must  become  more  productivity 
and  capital  products  oriented  if  we  are  to  remain 
competitive,  increase  the  number  of  jobs,  and  im- 
prove the  standard  of  living. 

So  we  plan  to  commit  more  resources 
to  the  development  of  our  commercial  and 
industrial  activities.  These 
markets  are  likely  to  grow 
faster. 

Scott  <Sl  Fetzer. 
Our  results  to  date  have 
met  expectations.  We're 
planning  for  the  way  results 
will  look  in  our  future. 
Up. 

For  our  latest  financial 
report,  write  J.F.  Bradley, 
Executive  Vice  President- 
Finance. 


The  Scott  &  Fetzer  Company 
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can't  help  thinking  that  hoth  the 
economy  and  the  financial  markets  in 
the  past  few  months  have  often  been 
interpreted  by  hypochondriacs.  Neg- 
ative symptoms  have  been  stressed 
and  exaggerated.  Positive  factors  have 
been  ignored  or  played  down.  Mild 
caution  has  often  grown  into  down- 
right pessimism.  It  has  seemed  impos- 
sible to  enjoy  the  present  because  of 
the  threats  about  the  future. 

But  with  all  of  this  there  has  really 
been  no  overheating  of  the  stock  mar- 
ket. Actually,  it  has  been  suffering 
from  underheating,  from  a  lack  of  in- 
vestor interest.  And  skepticism  has 
kept  the  bond  market  orderly  in  the 
past  two  years  in  spite  of  the  big 
drop  in  yields  with  consistently,  if  ir- 
regularly, rising  bond  prices. 

Cash  Cache 

There  does  seem  to  be  some  over- 
speculating  of  the  real  estate  markets, 
especially  in  California  and  a  few 
other  localized  areas.  The  substantial 
increase  in  consumer  debt  has  also 
caused  some  worry  about  the  con- 
sumer sectors  of  the  economy.  The  im- 
provement in  the  capital-goods  areas 
has  been  scattered  and  slow.  The  con- 
tention is  that  the  consumer  area  is 
receiving  more  than  its  share  of  pros- 
perity, that  consumers  soon  may  be 
overloaded  with  both  goods  and  debt. 

I'm  inclined  to  discount  this  fear. 
Auto  and  higher  prices  in  general  ac- 
count for  much  of  the  higher  consum- 
er debt.  There  are  millions  more 
working.  So  far  as  defaults  and  ar- 
rearages go,  there  is  no  greater  evi- 

Mr.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  6  McKinnon 
Securities  Inc. 


Hypochondria 
Rampant 

By  Lucien  O.  Hooper 


dence  of  overheating  than  there 
year  ago.  Behind  the  consumer 
stand  the  cash  savings  of  the  A 
can  people  at  levels  which  have 
been  so  high  and  which  are  sti 
creasing.  The  public  may  be 
lots  of  credit,  but  it  has  an  even  1 
cash  buying  power  than  it  is  usii 

The  savings  and  loans  of  Calil 
are    reporting   remarkable  ean 
profiting  from  a  heavy  inflow  of  f 
moderately  lower  money  costs 
boom  demand  for  mortgage  mi 
These  earnings,  however,  are  fii 
only  mild  reflection  in  prices  for 
shares.  The  reason,  of  course,  i 
easiness   about   the  California 
estate  situation.  Prices  for  all  typ 
residential  real  estate  have  sust 
fantastic   advances,  especially 
the  first  of  the  year.  Savings  andl 
managements  apparently  think 
are  cutting  back  their  mortgage 
sufficiently  to  meet  the  hazards, 
estimated  that  H.  F.  Ahmanson 
may  earn  around  $4  a  share  this 
First  Charter  Financial  (17) 
and  Gibraltar  (10)  $2.25. 

Maremont  (17),  which  is  bel 
to  be  the  largest  maker  of  shod 
sorbers  and  one  of  the  largest  fa 
in  replacement  mufflers,  is  havinj 
other  good  year.  Profits  for  1971 
estimated  all  the  way  from 
$3.50  a  share,  vs.  $2.74  in  1976 
$2.04  in  1975.  Management  is  mj 
a  progressively  more  favorable  [ 
pression  on  security  analysts. 

One  of  the  most  consistent  gn 
records  is  apparently  being  d 
oped  by  EG&G,  Inc.  (19).  This  1 
technology  company  has  its  fing' 
many  pies,  and  appears  to  have 
perior  management.  Profits  of  an 
$1.75  a  share  this  year  seem  a  re\ 
able  expectation.  .  .  .  Mead  Corp. 
seems  to  be  doing  better  than  son 
the  other  paper  companies.  It  is  p 
ble  that  profits  this  year  may  appr 
$4  a  share.  .  .  .  One  reason  for  th 
different  behavior  of  some  of  the 
jor  chemical  shares  is  the  higher 
of  oil  and  naphtha  feedstocks  use 
raw  materials.  Most  of  the  big  cl 
ical  companies  are  now  expecte 
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If  you'd  like  to  cut  up  to  50% 
I  off  your  brokerage  commission 

■  start  cutting. 

|  At  Quick  &  Reilly— an  established  New  York    Limit  Orders  .  .  . 

I 

I  We  offer  45%  OFF  on  NYSE  Market  Orders  and  mail.  Securities  in  customer  accounts  are  mt 

I  placed  before  9:45  a.m.  .  .  .  40%  OFF  on  all  protected  up  to  $300,000.  To  open  an  account  I 

|  other  Market  Orders  (any  time,  any  exchange  and  start  cutting  your  commissions  now,  mail  I 

or  OTC)  .  .  .  35%  OFF  on  Good-Til-Cancel  or  the  coupon  or  visit  us  or  call  us. 

■   QUICK  &  REILLY  OFFICES  —  M 

■  NEW  YORK  ATLANTA 

|  120  Wall  St.,  New  York,  N.Y.  10005  Suite  100,  One  Piedmont  Center,  Atlanta,  Ga.  30305  J 

In  N.Y.  State  call  collect:  212-943-8686  Call:  404-261-6636  or  toll-free:  1-800-241-2466 

Out-of-state  toll-free:  800-221-5220  PALM  BEACH  v 

I  BALTIMORE  230  S.  County  Rd.,  Palm  Beach,  Fla.  33480 

|  10  East  Baltimore  St.,  Baltimore,  Md. 21202  Call  locally:  305-655-8000  or 

Call  collect:  301-685-6210  toll-free:  1-800-432-4400  m 

m  WASHINGTON  MIAMI  B 

I  1730  M  St.,  N.W.,  Washington,  D.C.  20036  1250  Hallandale  Beach  Blvd.,  Hallandale, 

I  In  D.C.  call:  202-872-8686  Fla.  33009.  Broward  County:  305-454-9854,  Dade 

Out-of-D.C.  toll-free:  800-424-9790  County:  305-944-9854  or  toll-free:  800-432-3719  ™ 

■  P-  CEffciBIl  r  In#%    Members  New  York  Stock  Exchange 

|    \(UICK<X  ffWIIiyy  lltCl  Member  SIPC  FB-ll 

(CALL  OR  MAIL  THIS  COUPON  TO  THE  OFFICE  NEAREST  YOU.) 

NAME  I 

ADDRESS  

CITY      STATE  ZIP  


and  up  to  50%  OFF  on  bonds 
Stock  Exchange  member  firm— you  can  cut  your  and  options  (and  on  large  stock  transactions), 
brokerage  commissions  in  half  from  the  old  The  minimum  commission  is  $30  per  trans- 
fixed rates.  There  are  no  fees  to  open  an  ac-  action. 

count  nor  do  we  require  commissions  in  Our  services  include  cash,  margin,  and  DVP 
advance.  accounts.  All  orders  are  confirmed  by  telephone 


Things  the  super  rich 
have  been  saying  behind  your  back. 


Our  chart  tells 
what  the  wealthy 
have  said  all  along: 
tax-free  income* 
keeps  the  affluent  affluent 

Fidelity  Municipal 
Bond  Fund  can  help  do 
the  same  for  you.  /ajf*" 


If  your  joint 

taxable 
income*  is 

Your  income 
tax  bracket 

is: 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of: 

$24-28,000 

36% 

7.81%  9.38% 

$36-40,000 

45% 

9.09%  10.91% 

$64-76,000 

55% 

11.11%  13.33% 

$100-120,000 

62% 

13.16%  15.79% 

•There  can.  ot  course,  be  no  guarantee  that  Fidelity  Municipal  Bond  Fund  will 
achieve  any  particular  tax-exempt  yield.  While  a  substantial  portion  of  the 
income  will  be  exempt  from  Federal  income  taxes,  portions  of  such  distribu- 
tions may  be  subject  to  some  state  or  local  taxes 


What's  more,  we've 
made  it  affordable  for 
even  the  average 
investor. 

There  is  no  sales 
charge  or  redemp- 
tion fee.  The  manage- 
ment fee  (4/10  of  1% 
of  The  Fund's  net  assets)  com- 
pares most  favorably  with  similar 
investments. 

A  coupon  or  call  will  bring 
complete  back-up. 
Get  it  all  today. 

Call  Riee  (800)225-6190 

In  Mass.  Call  Collect  (617)726-0650 


Box  832.  Dept.  FF70715    82  Devonshire  St..  Boston,  Mass.  02103 
For  more  complete  information,  including  management  fees, 
other  charges  and  expenses,  please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before  you  invest  or  send  money. 


Address 

City 

State 

Zip 

FIDELITY  GROUP     Over  $3  billion  of  assets  under  management. 
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Stock  Comments 


A  Second  Look 
At  Some  Glamours 

By  Heinz  H.  Biel 

. .  Quite  a  few  have  come  down  in  price  so  much  that 
they  deserve  the  investor's  consideration  . . ." 


|he  traditional  summer  rally  got 
under  way  on  schedule  last  month, 
but  the  net  gain  so  far  has  been 
rather  nominal,  even  if  measured  by 
other  market  indicators  than  the  DJI 
—which,  being  burdened  by  the  steels, 
autos,  chemicals,  retail  stocks  and 
other  laggards,  has  been  a  below-av- 
erage performer  all  along.  And  there 
wasn't  much  cause  for  cheering  on 
June  30  when  second-quarter  results 
had  to  be  posted. 

Nevertheless,  I  think  one  can  dis- 
cern some  improvement  in  the  market 
behavior  of  institutional  glamour 
stocks.  They  have  been  suffering  from 
steady  liquidation  ever  since  their 
holders  realized  1)  that  there  is  no 
such  thing  as  a  one-decision  stock, 
and  2)  that  even  the  best  growth 
stock  can  become  crazily  overpriced. 
In  addition,  in  the  past  year  or  so,  a 
growing  number  of  institutional  inves- 
tors had  caught  "index  fever,"  a  con- 
tagious disease  which  calls  for  a  re- 
duction of  certain  favorite  holdings  to 
a  level  that  is  close  to  that  stock's 
percentage  representation  in  the  S&P 
index  of  500  stocks. 

It  is  hard  to  say  whether  this  pro- 
cess is  nearing  completion,  but  one 
thing  is  sure:  Quite  a  few  of  these 
glamour  stocks  have  come  down  in 
price  so  much  from  their  former  lofty 
heights  that  they  now  deserve  the  in- 
dividual investor's  consideration.  Let's 
take  a  look  at  some  of  them. 

Avon  Products'  (49)  price  collapse 
from  a  high  of  140  in  1973  to  less 
than  20  a  year  later  was  as  shocking 
as  it  was  exaggerated.  The  stock  has 
not  been  under  any  kind  of  selling 
pressure  for  more  than  a  year  now. 
Management  has  shaken  off  some  of 
its  complacency,  and  the  company- 
has    resumed    a    healthy  earnings 


Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


growth.  Also,  the  dividend  rate  has 
been  upped  from  $1.40  in  1973  to 
$2.20  at  present,  for  a  respectable 
4.5%  return.  The  multiple  of  15,  based 
on  estimated  1977  earnings  of  $3.35, 
is  a  bit  high  but  not  unwarranted. 

Philip  Morris  (56)  is  another  stock 
which  no  longer  shows  signs  of  being 
under  liquidation.  Its  price  did  not 
break  as  badly  as  Avon's  and  some 
others,  falling  only  about  50%  in  the 
1973-74  debacle,  but  as  earnings  con- 
tinued to  rise,  its  price/ earnings  ratio 
dropped  from  well  over  20  in  1973  to 
only  about  lOii  at  present.  Consider- 
ing the  company's  extraordinary  rec- 
ord of  uninterrupted  earnings  growth, 
which  seems  likely  to  continue,  this 
multiple  is  modest  indeed.  Philip  Mor- 
ris earned  98  cents  a  share  in  1967, 
$2.71  in  1973  and  this  year  will  earn 
around  $5.30  to  $5.50.  A  slightly 
more  liberal  dividend  policy  has  also 
been  helpful  in  stemming  institutional 
liquidation.  The  present  $1.65  rate 
compares  with  63  cents  five  years 
ago  and  only  35  cents  in  1967. 

Superior  Technology 

I  don't  know  of  any  high-quality 
stock  that  suffered  as  badly  as  Pola- 
roid (31),  coming  down  90%  from  a 
high  of  149£  in  1972  to  14%  two 
years  later.  The  peak  price  was 
obviously  insane,  but  the  severe  col- 
lapse did  not  make  sense  either.  Al- 
though Polaroid's  earnings  growth 
came  to  a  temporary  halt  in  the  early 
1970s,  a  new  record  ($2.43  a  share) 
was  set  in  1976  and  $3  is  the  general 
estimate  for  this  year. 

The  negative  aspects  of  Polaroid 
are  well  known.  Basically,  it  is  a  one- 
product-line  company  that  is  now  en- 
countering stiff  competition  from  mar- 
keting-specialist Eastman  Kodak.  But 
Kodak's  entry  into  this  field  is  bound 
greatly  to  increase  the  overall  mar- 
ket for  instant  photography  products, 
and  it  is  by  no  means  certain  that 


Polaroid  cannot  maintain  its  techno- 
logical superiority  and  leadership. 
Free  of  long-term  debt  and  with  cash 
holdings  of  $259  million  exceeding  all 
current  and  other  liabilities,  Polaroid 
spent  $78  million  (8.2%  of  sales)  on 
research  and  development  last  year 
(which,  of  course,  was  charged 
against  earnings  and  not  capitalized). 
The  present  50-cent  dividend  rate  is 
very  much  on  the  skimpy  side.  The 
stock  is  speculatively  attractive. 

Johnson  ir  Johnson  (70)  is  one  of 
the  very  few  investment  grade  stocks, 
even  among  the  glamours,  to  fall  this 
year  below  the  1974  bear-market  low. 
This  is  all  the  more  unusual  because 
the  company's  earnings  growth  never 
faltered.  Qualitatively,  Johnson  & 
Johnson  is  virtually  without  peer.  It  is 
enormously  rich.  Even  after  capital 
expenditures  of  $515  million  over  the 
past  four  years,  its  debt  is  nominal 
and  its  cash  position  better  than  ever. 
So  what  is  wrong?  Apparently,  the 
stock  is  still  experiencing  institutional 
selling.  But  it  must  also  be  noted  that 
even  now  J&J  is  not  exactly  a  bargain 
at  about  l7  times  this  year's  estimated 
(record)  earnings  of  about  $4.10  a 
share.  The  dividend  rate  is  $1.40,  pro- 
viding a  2%  yield. 

K  mart  (28),  the  new  name  for 
good  old  Kresge,  has  been  the  darling 
of  the  institutional  investor  ever  since 
it  converted  from  a  five-and-dime  va- 
riety chain  to  a  most  astutely  and  ag- 
gressively managed  discount  retail 
organization.  According  to  S&P,  449 
institutions  own  55.6  million  of  the 
121.2  million  K  mart  shares  outstand- 
ing. When  there  were  indications  that 
growth  might  be  slowing  down,  the 
stock  came  down  in  a  hurry,  as  is 
wont  to  happen  to  a  stock  when  pro- 
fessionals dominate  its  market.  K 
mart  is  now  reasonably  priced,  if  you 
don't  mind  the  2%  return.  Personally, 
I'd  rather  not  risk  being  squashed  by 
an  institutional  steamroller.  ■ 
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The  freshest  thing  about  this  bread 
is  something  his  diets  had  for  centuries. 


Funny  thing  about  this  Japanese  kabuki  dancer. 

His  traditional  diet  may  be  better  in  some 
ways  than  yours. 

More  and  more,  doctors  in  the  Western  world 
believe  his  diet  has  at  least  two  advantages:  more 
fiber  and  fewer  calories. 

Now,  this  remarkable  bread,  Fresh  Horizons, 
has  been  developed  to  give  you  much  the  same 
advantages. 

The  people  who  bake  bread  at  ITT  make 
Fresh  Horizons  with  fewer  calories  than  regular 
white  bread.  Actually  30%  fewer  calories. 


At  the  same  time,  it  has  far  more  fiber  than 
whole  wheat  bread  Ounce  for  ounce,  as  much 
fiber  as  you  get  from  100%  bran  cereal. 

Yet  Fresh  Horizons,  white  or  wheat,  tastes 
like  any  other  good-tasting  bread. 

ITT  makes  Fresh  Horizons  bread  because  we 
think  your  diet  ought  to  be  just  as  good  to  you 
as  his  diet  is  to  him. 

The  best  ideas  are  the    |  ITI Ijl 
ideas  that  help  people.  Ill 
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False  dawn? 


College-trained  minds  developed 
new  strains  of  rice  and  wheat  to  fight 
hunger  around  the  world. 

But  today,  colleges  are  in  deep 
financial  touble.  Without  your  help, 
they  cannot  train  the  minds  that  will 
solve  tomorrow's  problems. 

So  give  the  colleges  a  hand.  The 
help  you  give  today  will  make 
tomorrow's  dawn  a  better  one. 


Make  America  smarter. 
Give  to  the  college 
of  your  choice. 

CI7 

ID  Council  for  Financial  Aid  to  Education,  Inc 
"*  680  Fifth  Avenue,  New  York.  N  Y  10019 

A  Public  Service  of  This  Magazine 
&  The  Advertising  Council 


DIAMOND 
INTERNATIONAL 
CORPORATION 


96th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Inter- 
national Corporation  on  June  23,  1977,  de- 
clared a  quarterly  dividend  of  500  per  share 
on  the  Common  Stock,  payable  August  1, 
1977.  to  shareowners  of  record  July  7,  1977. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


|  he  entrepreneur  is  the  key.  Find 
the  right  one,  and  an  ordinary  idea 
becomes  a  brilliant  enterprise.  Pick 
the  v/rong  one,  and  a  brilliant  idea 
ends  up  in  Chapter  10. 

Venture  capitalists  know  this  far 
better  than  other  investors.  A  giant 
company  can  survive  bumbling  in- 
competence for  years.  Many  do.  A 
new  enterprise  is  like  a  canoe— a  slight 
mistake  and  over  it  goes. 

But  what  are  the  qualities  of  this 
rare  breed,  the  successful  entrepre- 
neur? How  do  you  know  rf  you  have 
found  one?  Or  if  you  are  one  yourself? 

Some  work  has  been  done  by  Mil- 
waukee Center  for  Venture  Managers 
and  academics  on  the  question,  and 
much  thought  given  the  same  ques- 
tion by  venture  capitalists.  Both  reach 
about  the  same  conclusions.  An  en- 
trepreneur is  bright.  But  not  neces- 
sarily school-bright.  Entrepreneurs 
seldom  have  brilliant  school  records. 
Many  were  expelled  from  school  or 
dropped  out.  The  regimentation  of 
education  is  rarely  a  happy  experi- 
ence for  the  entrepreneurial  spirit. 

Early  job  history  may  be  spotty, 
too.  A  resume  showing  you  were  fired 
from  the  last  job  might  scare  the  dev- 
il out  of  personnel  people  at  IBM, 
but  venture  capitalists  will  back 
that  kind  of  fellow  if  he  got  fired  (or 
quit  in  a  huff)  for  the  right  reasons 
—the  boss  wouldn't  accept  his  ideas 
or  he  worked  so  hard  he  annoyed  his 
fellow  workers. 

If  you  look  into  family  background, 
you  will  find  that  most  entrepreneurs 
came  from  families  with  some  tradi- 
tion of  independent  work.  It  could  be 
a  father  or  favorite  uncle  who  was  a 
business  owner,  or  a  doctor  or  even  a 
minister.  Somewhere  there  was  a  fam- 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


Making  It  As 
An  Entreprenei 

By  Thomas  P.  Murphy 


ily  tradition  of  not  working  for 
—excepting,  perhaps  the  clergymsl 

The  entrepreneurial  trait  usl 
surfaces  early.  Typically,  today  t 
trepreneur  was  the  kind  of  kidil 
got  one  paper  route,  subcontraell 
to  his  younger  brother,  then  too| 
another  route.  Most  also  start 
enterprises  while  still  fairly  yJ 
According  to  Dr.  John  Komiv«| 
Milwaukee's  Center  for  Venture 
agement,  ages  32  to  35  are  just  s| 
ideal.  By  40,  a  man  is  often  k| 
into  a  company  pension  plan. 

As  for  education,  more  is  notil 
essarily  better.  The  venture  p|| 
are  wary  of  PhDs,  and  for  the 
reason  they  are  wary  of  invei| 
Both  tend  toward  the  same  misj 
too  much  time  perfecting  the  prt| 
to  the  neglect  of  everything  else. 


To  The  Rescue! 

I  sadly  recall  a  company 
vested  in  in  the  late  1950s.  It  L 
started  by  an  inventor  but,  ll 
lieved,  was  run  by  an  old  classl 
from  the  Harvard  Business  So| 
Our  products  (I  think  we  were 
were  the  early  battery-operated  | 
appliances.  We  had  an  electric 
ing  knife,  for  instance,  that  wil 
fine  in  the  stores  but  quickly  ra;[ 
of  juice  at  home.  The  early  bui| 
orders  was  followed  by  an  equal 
of  returns.  Never  mind,  our  inv| 
could  still  save  us,  and  for  six  \|l 
he  hid  away  in  his  secret  workl 
Faithfully,  once  a  week,  he  ref 
his  good  news.  Development  waj 
ing  splendidly  and  finally  he  haif 
He  had  invented  the  world's  firsl| 
tery-operated  eyebrow  pencil! 

The  last,  too,  so  far  as  I  kno\| 
much  for  inventors  as  entreprerl 

Lawyers,   like  inventors,  getl| 
marks  from  venture  capitalists, 
venture  capitalist  recounts  his  e: 
ence  in  backing  a  lawyer  tume»| 
trepreneur.  "You  could,"  he  tolcl 
"have  put  together  General  Ml 
with  the  legal  work  that  lawyei| 
Only  better.  No  taxes— it  was 
neled  through  Liechtenstein.  In 
the  only  hitch  at  all  was  that 
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Venture  Capital 


less  itself  never  really  got  started." 
Miically,  business  school  grad- 
5  are  not  especially  prized  as  en- 
•eneurs  either.  As  one  seasoned 
are  capitalist  puts  it:  "They  are 
ed  to  be  managers  and  that  is 
the  same  thing  as  being  an  en- 
■eneur."  Engineers,  on  the  other 
I,  do  get  high  marks.  "They  are 
deal  men,"  says  Richard  Dumm- 
of   Allstate,   the  big  insurance 


.  Getting  fired  from  the 
job  might  scare  the  dev- 
ut  of  IBM  personnel, 
venture  capitalists  will 
k  that  kind  of  fellow  . .  / 


pany's  venture  capital  wing, 
lat  word  "practical"    (or  "bal- 
d")  is  the  commonest  adjective 
renture  people  use  to  describe  the 

of  fellow  they  want  to  back, 
e  an  entrepreneur's  character  may 
nything  but  balanced,  he  never- 
ss  has  to  bring  all  of  the  diverse 
ents  of  a  business  into  some  kind 
>erating  entity:  people,  machines, 
;y,  markets.  Somehow  the  entre- 
eur  has  to  get  them  working  to- 
2t,  and  practical  men,  balanced 
,  do  this  best. 

fact,  this  one  requirement  is 
>ugh  to  find  that  venture  capital- 
)ften  prefer  backing  a  team— the 
:eting  man,  the  engineer  and  the 
cial  guy  who  walk  out  together 

a  big  company.  They  are  a  good 
For  venture  capital  backing.  The 
tion  then  is,  can  they  hang  to- 
2T?  Through  thin,  maybe.  But 
:  if  they  make  it?  Success  can  be 
er  to  survive  than  hard  times.  As 
experienced  hand  told  me:  "As 

as  the  CEO  buys  a  jet,  estab- 
s  a  tax  shelter  or  gets  a  boat  over 
set,  I  want  out." 

:  for  their  personal  lives,  entre- 
eurs  are  typically  not  spectators. 
I  don't  watch  sports— if  anything, 
participate.  And  despite  their 
hours,  entrepreneurs  apparently 
t  bad  marital  risks.  Their  divorce 
is  about  average.  However,  when 
iage  and  the  business  collide, 
iage  is  the  loser:  "My  ex-wife 
I  me  to  choose  between  her  and 
business,"  one  entrepreneur  told 
"She  should  have  known  me  bet- 
dan  to  risk  that  question."  ■ 
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Commoditie 


Sweets  For  The  Bears 

By  Stanley  W.  Angrist 

". . .  Where  can  sugar  prices  go  now  that  they  are 
firmly  entrenched  under  10  cents  per  pound?  . . 


/mil  bears  love  sugar!  But  since  late 
1974  the  two-footed  kind  have  be- 
come even  fonder  of  the  sweet  stuff 
than  the  ursine  type.  After  the  great 
sugar  price  explosion  of  late  1974, 
when  large  numbers  of  people  con- 
vinced themselves  that  the  world  was 
rapidly  running  out  of  sugar  forever, 
quotes  on  sugar  futures  have  done 
nothing  but  weaken.  In  June  the  July 
contract  came  within  a  quarter  of  a 
cent  of  the  three-year  low  price  of 
7.43  cents  per  pound  established  by 
the  March  delivery  earlier  this  year. 
(Let  me  sweeten  your  memory  a  mo- 
ment by  reminding  you  that  in  No- 
vember 1974  sugar  futures  reached 
66  cents  per  pound  just  a  few  days 
before  beginning  a  decline  as  spec- 
tacular as  the  rise  that  had  carried 
price  to  that  unheard  of  level. ) 

Where  To  Now? 

Where  can  sugar  prices  go  now 
that  they  are  firmly  entrenched  under 
10  cents  per  pound?  The  answer  to 
that  question  will  be  determined  to  a 
large  extent  by  a  meeting  of  leading 
importing-  and  exporting-country  rep- 
resentatives in  London  beginning  on 
July  20.  This  group  will  try  to  de- 
termine whether  there  has  been  suffi- 
cient progress  in  informal  sessions  to 
reconvene  the  International  Sugar 
Agreement  (ISA)  negotiations  whose 
talks  broke  up  on  May  27  in  Geneva 
after  six  weeks  of  not  very  successful 
effort.  Most  of  those  who  participate 
in  the  sugar  trade  agree  that  a  new 
international  accord  is  needed  to  sta- 
bilize the  world  sugar  market,  but  it  is 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


difficult  to  determine  if  there  has  been 
any  substantial  movement  in  bringing 
together  opposing  views. 

Some  of  the  issues  waiting  to  be 
resolved  include  1)  the  size  of 
the  reserve  stocks  and  how  they  will 
be  financed,  2)  whether  there  should 
be  export  quotas  and  3)  the  precise 
pricing  mechanism  to  be  utilized. 
With  sugar  quotes  again  below  the 
estimated  cost  of  production,  hope 
springs  eternal  that  answers  will  be 
found  to  these  questions  and  a  price 
floor  agreed  upon. 

Sugar  buyers  (and,  of  course,  their 
cousins-in-spirit,  the  sugar  bears)  are 
delighted  by  the  way  worldwide  crops 
have  been  coming  along.  European 
sugar  beet  acreage  is  a  bit  below  last 
year's,  but,  in  view  of  the  relatively 
low  yields  experienced  in  1976,  a 
larger  crop  is  indicated  if  yields  sim- 
ply return  to  normal  levels.  Though 
sugar  plant  growth  up  to  this  point 
has  been  slower  than  the  historical 
norm,  the  condition  of  the  sugar  beet 
crop  in  a  number  of  Western  Euro- 
pean countries  is  currently  described 
as  satisfactory  to  good. 

Russia,  the  leading  producer  of 
raw  sugar  (sugar  beets,  of  course)  in 
the  world— about  9%  of  the  world 
total— had  crop  conditions  rated  above 
average  as  of  the  end  of  May.  The 
U.S.  Department  of  Agriculture  ex- 
pects somewhat  lower  domestic  sugar 
output  on  the  basis  of  reduced  beet 
acreage,  the  lower  water  reserves  in 
the  West  and  the  effects  of  last  year's 
freeze  on  sugar  cane  growth  in  Flori- 
da and  Louisiana.  (The  U.S.  produces 
both  sugar  cane  and  sugar  beets- 
cane  in  the  South  and  beets  in  the 
upper  Midwest.)  Though  it  is  still  too 
early  to  appraise  the  1977-78  overseas 
cane  crop  (the  three  biggest  produc- 
ers are  Brazil,  Cuba  and  India),  the 
overall  supply  this  season  is  likely  to 
be  large.  The  USDA  has  projected  a 
world  sugar  crop  of  86.6  million  met- 
ric tons,  up  one  million  tons  from 
earlier    estimates    and  substantially 


above  estimated  consumption  of  82.8 
million  tons. 

For  the  40  years  prior  to  1974,  U.S. 
producers  were  protected  by  the  U.S. 
Sugar  Act.  Its  purpose  was  to  ensure 
a  domestic  market  for  American  cane 
and  beet  growers  and  to  protect  them 
from  cheap  foreign  imports  by  means 
of  a  quota  system.  With  the  expiration 
of  the  Act,  U.S.  refiners  and  mer- 
chants were  thrust  into  direct  compe- 
tition with  other  world  buyers  of  sugar 
at  a  time  when  there  was  limited 
sugar  available.  The  ensuing  price  de- 
cline has  sporadically  called  forth  de- 
mands for  a  new  sugar  act,  which 
would  of  course  affect  sugar  prices 
in  the  U.S. 

A  Low-Risk  Trade 

With  world  sugar  prices  at  or  near 
the  estimated  cost  of  production,  it  is 
understandably  hard  for  many  traders 
to  go  short.  However,  the  market 
rarely  pays  attention  to  cost  of  pro- 
duction in  the  short  run.  A  bear 
spread  in  sugar  would  allow  a  specu- 
lator to  participate  in  this  listless  mar- 
ket and  perhaps  achieve  a  modest 
rate  of  return  on  the  capital  involved. 

The  sugar  market  will,  from  time 
to  time,  experience  short-term  rallies 
which  will  cause  the  October  con- 
tract to  rise  to  where  it  is  only  30 
points  or  so  under  March.  (A  point 
in  sugar  is  worth  $11.20.)  Then  the 
subsequent  selloffs  should  cause  Oc- 
tober to  fall  until  full  carrying  charges 
separate  October  and  March— perhaps 
as  much  as  70  points.  This  would 
allow  a  profit  of  40  points  to  be  gar- 
nered on  the  spread.  Forty  points  on 
a  sugar  spread  is  worth  $448  less  a 
round-turn  commission  of  $75,  leav- 
ing a  net  profit  of  $373  on  a  minimum 
margin  deposit  of  $500. 

If  sugar  starts  to  experience  a  se- 
rious rally  because  of  possible  crop 
impairment,  I  would  jump  ship  if  Oc- 
tober and  March  sold  at  even  money. 
Thus  the  risk  on  this  trade  including 
commissions  is  only  about  $400.  ■ 
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Money  And  Investments 


Banking  On  Banks 

By  Richard  B.  Hoey 

". . .  As  the  risk  of  international  default  has 

begun  to  drop,  the  burden  of  weak  real  estate  loans 

on  U.S.  bank  earnings  is  beginning  to  lift,  too  . . ." 


|he  international  financial  system 
won't  collapse  this  year.  It  probably 
won't  collapse  next  year  either.  En- 
gland, which  was  teetering  on  the 
brink  of  international  bankruptcy  six 
months  ago,  has  almost  tripled  its  for- 
eign exchange  reserves  since  then. 
Even  Italy  has  staved  off  potential  de- 
fault and  negotiated  its  International 
Monetary  Fund  loan.  Among  the  less- 
developed  countries  which  owe  large 
sums  to  U.S.  banks,  Brazil  and  Mexico 
are  the  biggest  borrowers.  Brazil's  bal- 
ance of  trade  has  edged  into  a  surplus 
due  to  high  coffee  prices,  while  Mex- 
ico's oil  reserves  and  long  border  with 
the  U.S.  make  default  on  its  interna- 
tional debt  unlikely.  With  the  help  of 
pigmy  warriors  and  Moroccan  troops, 
the  Zaire  government  has  defended 
the  copper  mines,  its  major  national 
asset.  The  risk  of  a  self-feeding  round 
of  international  default  has  not  dis- 
appeared, but  it  has  dropped. 

At  the  same  time  as  the  risk  of  in- 
ternational default  has  begun  to  drop, 
the  burden  of  weak  real  estate  loans 
on  U.S.  bank  earnings  is  beginning  to 
lift,  too.  This  lessened  risk  of  further 
loan  losses  has  not  yet  been  fully 
recognized. 

Profit  Potentials 

That's  one  reason  I  think  that  Chase 
Manhattan  Corp.  (selling  around  $32; 
$3.50  earnings  estimated  for  1977, 
$5  for  1978)  should  perform  well 
over  the  next  several  quarters.  The 
$2.20  dividend  offers  almost  a  7%  yield 
at  current  prices.  Earnings  should  rise 
sharply  in  1978,  strongly  outpacing 
the  gain  in  overall  corporate  profits. 
The  bank's  real  estate  loan  problem 
has  already  had  its  worst  impact  on 
earnings.  Over  the  past  five  quarters, 
REIT  loans  have  dropped  by  almost  a 
third.  Over  the  past  year,  both  the 
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quarterly  provision  for  loan  losses  and 
the  total  amount  of  weak  loans  have 
dropped  by  about  20%.  An  improve- 
ment in  earnings  should  develop  by 
the  fourth  quarter  of  1977  and  ex- 
tend through  1978. 

Mellon  National  Corp.  (52,  $7.30, 
$7.90)  is  a  solid  investment  for  con- 
servative investors.  It  has  a  strong, 
conservative  capitalization.  There  are 
ample  reserves  against  weak  real  es- 
tate loans  owned  by  its  mortgage 
banking  subsidiaries.  In  fact,  Mellon's 
loan  loss  reserves  total  1.8%  of  its 
loans,  roughly  double  the  reserve  ra- 
tio of  some  New  York  banks.  The 
stock  yields  about  5.5%  on  its  $2.80 
dividend,  but  I  expect  a  dividend  in- 
crease to  about  $3  over  the  next  year. 
Selling  at  a  sharp  discount  to  book 
value  (almost  $70)  and  offering  an 
above-average  yield,  the  stock  is  a 
good  buy  for  patient  investors. 

Turnaround 

Another  intriguing  investment  area 
is  the  deep-discount  convertible  bonds 
of  some  of  the  major  airlines.  Their 
bond  ratings  are  so  low  that  no  re- 
spectable portfolio  manager  at  a  ma- 
jor institution  would  be  caught  buy- 
ing them.  But  I  suspect  their  returns 
compared  to  risk  may  prove  better 
than  that  of  many  common  stocks. 
Several  major  airlines  skirted  the  edge 
of  bankruptcy  in  the  last  several  years, 
but  their  financial  positions  have  since 
improved. 

This  year,  for  the  first  time  in  near- 
ly a  decade,  Pan  American  should  re- 
port a  profit.  After  a  cumulative  def- 
icit of  almost  $8  a  share  since  1969, 
the  shift  into  profitable  operations  will 
be  a  great  relief  to  creditors  of  the 
company.  The  Pan  American  convert- 
ible bonds  offer  current  yields  up  to 
10.5%  and  yields  to  maturity  ranging 
between  9%  and  12%.  Two  of  the 
bonds  (4H%  1986  and  5J4«  1989)  have 
so  little  conversion  value  that  they  al- 


most sell  as  straight  bonds.  They  sell 
between  58  and  60,  with  yields  to  ma- 
turity between  11%  and  12%.  In  con- 
trast, the  11%  1999  (105)  and  the 
10^%  2001  (106)  offer  current  yields 
near  10%,  but  sell  close  to  conversion. 
I  would  rather  buy  the  deep  discount 
4M%  1986  (58)  or  534%  1989  (60)  with 
their  high  yield  to  maturity. 

Just  remember  that  these  low-rated 
bonds  should  be  regarded  as  a  substi- 
tute for  the  speculative  stocks  in  your 
portfolio,  by  no  means  as  a  substitute 
for  top-grade  bonds. 

For  Speculators 

I  also  favor  the  container  leasing 
industry,  specifically  Flexi-Van  (17, 
$2.75,  $3.75).  The  shipment  of  goods 
in  huge  containers  that  can  be  easily 
shifted  from  ships  to  trucks  to  railroads 
generates  major  savings  in  handling 
freight.  This  explains  why  the  num- 
ber of  freight  containers  in  use  has 
grown  almost  fivefold  in  the  last  eight 
years,  from  250,000  units  to  1.4  mil- 
lion units.  Further  growth,  to  2  mil- 
lion units,  is  forecast  by  mid-1979. 
Half  of  these  containers  are  owned 
by  leasing  companies,  which  have 
grown  with  the  industry. 

I  recommend  that  aggressive  specu- 
lators buy  Flexi-Van,  which  is  selling  at 
under  5  times  next  year's  estimated 
earnings  and  should  show  a  long-term 
average  earnings  growth  rate  of  15% 
to  20%.  Flexi-Van  is  the  most  conser- 
vatively financed  company  in  the  high- 
ly leveraged  container  leasing  indus- 
try, with  long-term  debt  at  1.26  times 
stockholders'  equity.  Even  after  the 
dividend  was  doubled  from  20 
cents  to  40  cents,  the  yield  is  only 
2.4%.  However,  there  are  good  pros- 
pects of  dividend  growth  over  the  next 
several  years.  The  sharp  advance  in 
earnings  from  $1.06  in  1976  to  an  es- 
timated $2.75  in  1977  and  $3.75  in 
1978  should  attract  increased  inves- 
tor interest.  ■ 
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TAX-FREE 


CALL 


i  l\H  B  i  -AAA 


800- 
638-1527 

or  (301)  547-2136  collect 

"/Hi  '  D'U'  «i('R"f'i'  -iW'il'i  !  /'<  IUM"~ 


A  no-load  fund  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  100  East 
Pratt  Street,  Baltimore,  Maryland  21202 

Dept.  A6   


TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money 


For  people 
who  have  a  thing 
about  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  I 
Sam  Mandator!,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florlda 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

€?  Country  dub 


GUARANTOR  Ofl  JOINT  VENTURE 


Viable  Project*  wanted  to  Joint  Venture  as  Guarantor. 
Industrial  and  Commercial  expansion.  Assembly  and 
Processing  Plants,  Hospitals,  Retirement  or  Nursing 
Homes,  Sub-Divisions  or  Shopping  Centers,  Pollution 
Control,  etc. 

Established  firms  needing  operating  capital  send  your 
request.  R  B#m>rd 

2102  N.  Arrowhead  Av«.  Suite  A 
San  Bernardino,  California  92405 


Money  And  Investments 


In  Love  With  500  Stocks 


John  C.  Bogle,  48,  had  considerable 
difficulty  last  year  when  he  started 
looking  for  brokerage  houses  to  sell  his 
First  Index  Investment  Trust.  "The 
marketing  people  were  mostly  de- 
lighted with  it,"  says  Bogle,  president 
and  chairman  of  the  14-fund  Van- 
guard Group  of  Investment  Cos.  "But 
the  money-management  and  research 
people  were  less  delighted.  They  don't 
want  to  sell  something  that  indicates 
the  services  they're  paid  for  are  un- 
necessary," says  Bogle,  crinkling  his 
bright  blue  eyes  in  sympathy. 

In  the  end,  the  whole  thing  became 
academic,  because  the  Vanguard  funds 
went  no-load  and  brokers  lost  interest 
in  selling  them.  But  the  experience  il- 
lustrates The  Street's  ambivalence 
about  index  funds:  It  hates  them  but 
can't  afford  to  ignore  them. 

First  Index  is  a  fund  based  on  the 
Standard  &  Poor's  500;  it  buys  the 
S&P  500  stocks  in  proportion  to  their 
market  value  and  holds  them.  New 
funds  are  apportioned  in  a  similar 
manner.  At  the  moment,  with  only  $17 
million  invested,  the  fund  owns  only 
430  stocks.  The  remaining  70  are  so 
small  that  their  representation  would 


be  below  100  shares,  and  the  fund 
only  in  round  lots.  As  money  flow 
however,  they  too  will  be  bought 

Tiny  First  Index  is  the  only  i 
fund  available  to  the  public,  b 
hefty  $3  billion  has  been  investe 
index  funds  by  pension  funds  and 
mingled  bank  funds. 

Will  index  funds  grow  and  grow 
til  they  become  as  formidable  a 
nomenon  as  Nifty-50  investing  bee 
in  the  Sixties?  Probably  not.  I 
funding,  while  it  has  its  attractior 
basically  an  admission  of  defeat 
admission  that  the  experts  can't  r 
beat  the  market.  It's  also  a  wa 
avoid  being  sued  for  "mistakes."  N 
50  investing,  by  contrast,  was 
posed  to  guarantee  that  you  \v 
beat  the  market;  it  didn't  worl< 
course,  but  it  promised  to. 

Bogle  agrees  that  indexing  ha 
limitations:  "The  index  fund  isn't 
posed  to  replace  a  whole  portfc 
or  even  the  equity  part  of  it,"  he  : 
"Most  people  are  putting  just  a  po 
of  their  funds  into  the  index,  anc 
vesting  the  rest  somewhere  els 
growth  stocks,  for  example,  oi 
bonds.  Of  course,  the  index  wil 


Alternative:  If  you  can't  be  smart,  at  least  be  cheap,  contends  Vanguard 
Group's  Jack  Bogle.  His  index  fund  avoids  most  management  and  trading  co 
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The  Funds 


when  the  market  goes  down." 
it  the  index  fund  should  replace, 
contends,  is  the  "closet  index 
By  this  he  refers  to  funds 

while  actively  managed  and 
y  traded,  invest  primarily  in  a 

cross  section  of  those  same 
ocks.  A  portfolio  manager  who 
a  make  money  trading  among 
)0  stocks  may  be  lucky  for  a 

of  years,  but  in  the  long  run 
ading   costs— the   "friction"  of 

management— will  drag  down 


'Of  course,  the  index 
will  go  down  when  the 
et  goes  down' . . ." 


rformance  by  maybe  1%  of  as- 
sr  year.  And  if  you  add  to  that 
sney-management  fee  that  the 

fund  charges— perhaps  another 
>f  assets  per  year— his  perfor- 

will  have  to  be  extraordinarily 
over  the  long  run  just  to  beat 
;rages. 

ou  can't  accurately  predict  the 
nance  of  a  stock  fund— and  ex- 
:e  shows  you  can't— then  funds 
e  just  a  commodity.  And  the 
-cost  commodity  has  an  edge. 
:  Index  charges  no  sales  or  man- 
it  fees— just   expenses,  which 

amount  to  about  0.2%  of  as- 
;r  year.  Chuckles  Bogle:  "Most 
could  barely  get  the  lights  on  in 
irning  for  that  much."  But  then 
lex  fund  requires  no  "manag- 
ilmost  no  trading,  no  portfolio 
:s,  no  economists.  First  Index' 
io  "manager"  simply  runs  the 
ter  that  determines  which  stocks 
iderweighted  and  should  be 
t  with  new  money. 
i  no  management  fee  involved, 

in  it  for  Bogle  and  the  $2-bil- 
ingulard  Group  which  is  owned 
member  funds?  It's  a  sales  tool, 
.  Yet  another  way  to  get  cus- 

into  the  Vanguard  store— or 
hem  in— and  spread  fixed  costs 

larger  pool  of  assets.  Maybe 
he  customers  will  switch  some 

of  their  money  into  another 
ard  fund;  or  if  they  are  unhappy 
he  other  Vanguard  funds  they 
irk  their  money  in  First  Index 
vhile.  Time  was  when  the  mu- 
nd  industry  would  have  shunned 
iw-profit  merchandise,  but  today 
y  can  afford  to  miss  a  trick.  ■ 


The 
Edson  Gould 
Fund,  Inc. 


A  NO-LOAD  FUND 


Keogh,  Keogh  Trvnefer,  or  ZftA  ?ti 
New  Keogh  Plan.  IRA.  or  inform) 
about  transferring  an  existing  Keogh 
to  The  Edson  Gould  Fund  Keogh 
also  available.  See  coupon  below. 


THE  EDSON  GOULD  FUND.  INC.  is  a  new.  open  end  diversified  no-load  investment  company 
The  Fund's  primary  investment  objective  is  growth  of  capital  consistent  with  the  preservation  of 
investor's  capital  In  an  effort  to  achieve  its  investment  objective,  the  Fund  will  borrow  money 
from  time  to  time  Current  income,  while  not  the  primary  objective  of  the  Fund,  will  also  be 
considered  in  selecting  securities  for  the  Fund's  portfolio. 


No  Sales  Charge. 

You  benefit  from  full  investment  of  all  your 
money.  No  charge  for  reinvestment  of 
dhidends-no  charge  for  redemption. 

Low  Initial  Investment. 

You  may  start  with  $500,  make  additional 
investments  as  little  as  $50  at  a  time. 

Continuous  Management. 

The  Fund  managers  work  full  time  to  im- 
prove portfolio  values. 

Liquidity. 

The  Fund  stands  ready  daily  to  redeem  shares 
at  net  asset  value. 


Diversification. 

Through  a  broadly  diversified  portfolio,  the 
Fund  reduces  the  risk  which  comes  from  in- 
vesting in  just  one  or  two  stocks 

Visibility. 

Daily  price  quotations  in  most  major  U  S  and 
foreign  newspapers  carrying  a  mutual  funds 
listing  section. 

How  to  telephone 
for  more  information. 

If  you  would  like  a  prospectus,  please  feel  free 

to  telephone  us  collect  at  (212)  246-3000. 

Or.  write  to  us  at  the  address  below 


The  Edson  Gould  Fund,  Inc. 

30  ROCKEFELLER  PLAZA.  NEW  YORK.  NEW  YORK  10020  (212)246-3000 
For  more  complete  information,  including  all  charges  and  expenses,  please  send  for  a 
Prospectus  by  filling  in  and  returning  this  coupon  or  telephoning  the  above  number 
Read  the  Prospectus  carefully  before  you  invest  Send  no  money  now. 
Optional  Information  Request  For: 

□  New  Keogh  Plan       fj  Transfer  Existing  Keogh  Plan       fj  IRA  Plan 

Name   :  

Address  

F7-15  City   State  ;  Zip  


Special  offer . . .  only  $1 

A  critical  look  at  a  new  craze 
by  United  Mutual  Fund  Selector 

Municipal  Bond  Funds 

Facts,  figures,  analysis,  and  United's 
recommendations  on  which  3  to  buy  now 

Alpha  Tax-Exempt  Kemper  Municipal 

American  General  Lutheran  Brotherhood 

Bullock  Tax-Free  MFS  Managed 

CG  Municipal  Mutual  of  Omaha 

Composite  Tax-Exempt  National  Securities 

DMC  Tax-Free  Nuveen  Municipal 

Dreyfus  Tax  Exempt  Oppenheimer  Tax-Free 

Federated  Tax-Free  Putnam  Tax  Exempt 

Fidelity  Limited  Term  Rowe  Price  Tax-Free 

Fidelity  Municipal  Scudder  Managed 

IDS  Tax-Exempt  Stein  Roe  Tax-Exempt 

John  Hancock  Tax-Exempt  United  Municipal 
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Could  Seventh  Avenue 
pocket  any  profits  in  Hong  Kong? 


Yes,  indeed.  Although  Hong  Kong  is  an  ex- 
porter of  apparel,  it  offers  excellent  opportunities 
for  sales  of  goods  manufactured  in  the  United  States. 

Gathering,  synthesizing  and  reporting  the  latest 
important  information  on  international  markets  is 
the  function  of  TIME  Marketing  and  Research. 

This  group  has  prepared  studies  designed  to 


help  you  move  your  products  through  the  markets 
of  the  world  with  greater  ease  and  profit. 

Next  time  you're  reviewing  your  multinational 
marketing  and  media  strategy,  it  might  be  advan- 
tageous to  call  us  in. 

Together,  we  should  be  able  to  get  it  all 
sewed  up. 


For  multinational  marketing 


Forbes 


FORBES  CLASSIFIED  appears  on  the  pre- 
ceding  pages  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 
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I  hOUghtS  . . .  Business  of  Life 


Age  that  lessens  the  enjoyment 
of  life,  increases 
our  desire  of  living. 
Oliver  Goldsmith 


Life  is  one  long  process 
of  getting  tired. 
Samuel  Butler 


Never  run  after  your  own  hat- 
others  will  be  delighted  to 
do  it;  why  spoil  their  fun? 
Mark  Twain 


There  is  a  foolish  corner  in 
the  brain  of  the  wisest  man. 
Aristotle 


The  only  end  of  writing 
is  to  enable  readers 
better  to  enjoy  life  or 
better  to  endure  it. 
Samuel  Johnson 


In  every  photographer 

there  is  something  of  a  stroller. 

Henri  Cartier-Bresson 


I  felt  a  positive  yearning  toward 
one  bush  this  afternoon.  There 
was  a  match  found  for  me  at  last. 
I  fell  in  love  with  a  shrub  oak. 
Henry  David  Thoreau 


One  half  the  world  cannot 
understand  the  pleasures 
of  the  other. 
Jane  Austen 


Every  man  carrying  heavy 
responsibilities  should  take 
a  genuine  vacation,  throw  off 
the  cares  of  daily  tasks 
at  least  once  a  year— better  still, 
twice  a  year— and  leave  all 
business  cares  behind.  The  men 
at  the  top  who  enjoy  life  most 
are  those  who  have  remained 
boys  at  heart,  who  have  cultivated 
a  sense  of  humor,  who  have  learned 
to  like  people  and  to  get  along 
harmoniously,  pleasantly,  tvith  them. 
B.C.  Forbes 


Oh  what  is  so  rare  as  a  full 
day's  work  in  June! 
William  Feather 


When  you  like  your  work, 
every  day  is  a  holiday. 
Frank  Tyger 


There  is  no  memory  with  less 
satisfaction  in  it  than  the  memory 
of  some  temptation  we  resisted. 
James  Branch  Cabell 


To  live  by  medicine  is 
to  live  horribly. 
Linnaeus 


Sing  away  sorrow,  cast  away  care. 
Miguel  de  Cervantes 


To  eat  is  human; 
to  digest,  divine. 
Charles  Townsend  Copeland 


Eventually  women  will  learn 
there's  no  such  thing  as  freedom. 
Their  husbands  are  just  as 
fastened  to  the  deck  as  they  are. 
Men  get  onto  a  treadmill 
and  never  get  off. 
Katherine  Anne  Porter 


A  good  musical  comedy 
consists  largely  of  disorderly 
conduct  occasionally 
interrupted  by  talk. 
George  Ade 


Music  is  queer.  Its  power 
seems  unrelated  to  the  other 
affections  of  man,  so  that 
a  person  who  is  elsewhere 
perfectly  commonplace  may  have 
for  it  an  extreme  and 
delicate  sensitiveness. 
W.  Somerset  Maugham 


Give  me  the  making  of  the  songs 
of  a  nation  and  I  care  not 
who  makes  the  laws. 
Andrew  Fletcher 


I  note  the  derogatory  rumors 
concerning  the  use  of  alcoholic 
stimulants  and  lavish  living. 
It  is  the  penalty  of  greatness. 
W.C.  Fields 


There  is  time  for  everything. 
Thomas  A.  Edison 


A  Text 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Sent  in  by  Malcolm  S.  Willoughby, 
Rockville  Centre,  N.Y.  What's  your 
favorite  text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


But  Jesus  answered  them,  My  Fathet 
workcth  hitherto,  and  I  work. 
John  5:17 
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Construction.  One  of  the 
markets  that  helped 
Stauffer  build  a  high  rise 
billion  dollar 
business. 


$5.20 


Earnings  Per  Share 


1972 


1973 


1974 


1975 


1976 


Products  for  the  building,  construction  and 
furnishings  market  helped  Stauffer  break 
through  the  billion  dollar  mark  in  1976.  Overall 
company  sales  reached  a  record  $1.1  billion. 
Earnings  hit  an  all-time  high  of  $113  million. 
Earnings-per-share  climbed  to  $5.20.  Divi- 
dends increased  20%  in  1976  and  25%  this  year 
to  reach  $1.80  per  share  annually. 

1976  was  our  fifth  straight  year  of  sales  and 
earnings  growth.  One  reason  is  leadership  in 
serving  the  building,  construction  and  furnish- 
ings market.  But  to  get  the  total  view  of  Stauffer 


you  need  to  look  at  all  the  markets  we  serve. 
Agriculture;  food  systems;  transportation; 
petroleum  and  refining;  laundry  and  dryclean- 
ing;  water  treatment;  packaging  and  contain- 
ers; textiles;  consumer  goods  and  others. 

To  get  the  full  story  on  how  Stauffer  is  help- 
ing these  markets  grow  — and  how  we're  grow- 
ing with  them,  write  for  our 
Annual  Report  and  Markets 
Report.  Stauffer  Chemical 
Company,  Dept.  B,  Westport,  CT 
06880. 


Stauffi 


er 


CHEMICALS 


""Vantage  is  solving 
a  lot  of  my  problems 


about  smoking." 


19'?    "  I  BEtNOLOS  T08HCC0  CO 


"You  see,  I  really 
njoy  smoking.  To 
le,  its  a  pleasure, 
ut  it  was  no  plea- 
ire  hearing  all  the 
lings  being  said 
gainst  high-tar 
garettes. 

"Of  course,  I  used 
)  kid  myself  a  lot  about 
iving  up  the  taste  of 
ly  old  high-tar 
garette  for  one  of 
lose  new  low -tar  g 
rands.  But  every  one  S 
tried  left  my  taste 
nsatisfied. 

"Then  someone  of- 
:red  me  a  Vantage.  Sure 
1  read  about  them.  But  I 
lought  they  were  like  all 
le  others.  I  was  wrong. 

"  Vantage  was  right. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


It  satisfied  like  my 
old  brand.  Yet 
it  had  nearly 
half  the  tar 
"  Its  been 
about  a  year 
since  I  started 
smoking  Vantage. 
And  it  looks  like  I'm 
going  to  be  smoking 
them  for  a  long  time 
to  come." 


Bernard  Schoenfeld 
Westchester,  New  York 


Regular,  Menthol, 

and  Vantage  100  s.  "t% 

FILTER:  10  mg.  "tar",  0.7  mo.  nicotine,  MENTHOL  11  mg."tar",  0.7  mg.  nicotine,  av.  per  cigarette. 
FTC  Report  DEC  '76;  FILTER  100's:  11  mg.  "tar"  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 
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How  to  keep  a  rent  a  car  company 
Tom  taking  your  company  for  a  ride. 

Everyone  knows  that  company  car  rental  pians 
give  you  low  rates.  Avis  gives  you  that  and 
something  more  important— innovations  that 
give  you  tighter  control  of  your  company's  costs. 

Now  you'll  never  pay  more  than  the  rate 
you've  agreed  to  pay  with  Avis' 
guaranteed  car  class  rate. 

Your  Wizard  Number  makes  sure  of 
it.  We  record  the  details  into  our  central 
omputer,  then  transmit  them  throughout  the  Avis  Wizard  system.  When  your 
mployees  reserve  an  Avis  car  using  their  Wizard  Numbers,  our  computer 
utomatically  retrieves  the  information  and  reserves  the  class  rate  youVe 
pecified.  And  our  agents  know  exactly  what  that  class  is. 

Your  Wizard  Number  gives  you  full  control  over  your  car  rental  budget, 
here's  less  chance  of  error.  And  our  agent  won't  even  suggest  a  more  expensive 
ar.  (Naturally,  if  the  car  they've  reserved  isn't  available,  they'll  get  a  more 
xpensive  car  at  your  guaranteed  rate.) 

Your  money  shouldn't  be  held  prisoner  by  a  rent  a  car  company. 

Lots  of  other  car  rental  companies  wait  until  the  end  of  the  year  to  give 
our  company  its  volume  discount.  A  rebate  that  can  amount  to  as  much  as 
50,000  or  more. 

Avis  is  different.  Your  volume  discount  is  factored  into  the  rental  rate  with 
very  transaction,  so  you  have  better  cash  flow. 

Your  employees  shouldn't  be  doing  car  rental  employees'  work. 

That's  what  happens  when  your  company  gets  hundreds  of  separate  car  rental 
►ills.  Avis  eliminates  that  with  Central  Billing.  It  identifies,  summarizes  and  bills 
11  individual  worldwide  charges  on  one  monthly  statement  (with  individual 
ental  agreements  attached  so  they  can  be  verified). 

This  urge  to  help  you  control  your  costs  drove  us  to  develop  other  programs 

oo.  Like  a  choice  of  billing  plans,  so  you  can  find  one  that  suits  you  best.  And 

xtra-fast  service  for  business  travelers  with  Wizard  Numbers. 

or  more  information,  call  our  Director  of  Commercial  Sales 

1 800-645-6070*  toll-free.  .  , 

We  try  harder. 


AVIS 


Avis  Rent  A  Car  System,  Inc. 


In  N.Y.  State,  call  516-222-3565.  Avis  rents  all  makes... features  cars  engineered  by  Chrysler. 


"Our  third  domestic  earth  station 

is  now  in  operation. 


This  is  why 
Ws  such  an  important  step  for  us...' 


Report  from  (H7B 


"Now,  the  joint  GTE-AT&T  domestic  commu- 
nications satellite  system  is  fully  operational. 

It  is  another  way  we  are  using  sophisticated 
techniques  to  help  meet  growing  communications 
requirements. 

We  are  more  directly 

in  the  long-distance  business. 

"There  is  a  total  of  seven  earth  stations  in  this 
satellite  communications  system.  We  own  and 
operate  three  of  them— in  California,  Florida 
and  Hawaii— an  investment  that  expands  our  par- 
ticipation in  the  interstate  long-distance  business. 

36,000  phone  calls  at  once. 

"This  satellite  system  is  one  of  the  ways  we 
are  working  to  grow,  in  line  with  predicted 
needs  of  our  subscribers.  During  1977,  we  expect 
long-distance  calling  to  increase  by  10%— and  to 
more  than  double  by  the  mid-1980's.  The  system's 
current  ability  to  carry  36,000  simultaneous  tele- 
phone calls  adds  very  desirable  flexibility  and 
capacity  at  just  the  right  time. 


Putting  capital  to  work. 

"By  the  end  of  1977,  our  investment  in  tele- 
phone facilities  will  exceed  $14  billion.  This  year 
alone,  we  will  spend  more  than  $1.5  billion  for 
capital  additions  and  improvements,  including 
this  satellite  system.  We  are  committed  to  pru- 
dent management  of  this  investment,  both  to 
provide  our  customers  with  excellent  telephone 
service,  and  to  earn  a  satisfactory  return  for  our 
shareholders. 

We're  more  than 
a  phone  company. 

"The  point  is  that  GTE  positions  itself  to  meet 
global  market  requirements,  now  and  in  the 
future.  This  is  true  not  only  in  communications, 
but  also  in  lighting,  electronics  and  many  preci- 
sion materials  for  demanding  applications. 

Our  new  domestic  communications  satellite 
system  is  one  way  we're  going  about  it." 


THEODORE  F.  BROPHY 

Chairman  and  Chief  Executive  Officer 
General  Telephone  &  Electronics  Corporation 
One  Stamford  Forum.  Stamford.  Connecticut  06901. 
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The  Dartist  Strikes  Again! 

Exactly  ten  years  ago,  in  the  dear, 
dead  days  when  America  still  had 
faith  in  its  glamorous  money  man- 
agers, Forbes  took  a  random  walk 
on  Wall  Street.  Tired  of  reading 
about  fast-thinking,  fast-talking 
young  Harvard  MBAs  who  thought 
they  knew  how  to  beat  the  stock 
market,  we  did  a  little  experiment. 
Taking  a  hint  from  the  Democrat- 
ic senator  from  New  Hampshire, 
Thomas  J.  Mclntyre,  Malcolm 
Forbes  and  two  of  his  associates 
fired  ten  darts  each  at  the  stock 
market  page  of  The  Wall  Street 
Journal  mounted  on  an  easel.  Elim- 
inating a  couple  of  preferreds,  we 
built  from  our  hits  a  28-stock  port- 
folio and  began  tracking  it  on  pa- 
per, investing  an  equal  amount  of 
money  in  each  stock— $1,000.  Re- 
sult: a  $28,000  portfolio. 

We  have  reported  from  time  to 
time  on  the  fund  and  cited  it  in  a 
1973  cover  story  on  random-walk 
theories  (see  photo).  The  fund's 
progress  has  been  spectacular.  As 
of  the  end  of  June  our  original  in- 
vestment was  worth  nearly  $42,000 
—a  gain  of  50%.  Over  the  same 
ten  years,  the  Dow  Jones  industri- 
als appreciated  just  6.5%.  So  the 
Dart  Board  Fund  outperformed  the 
Dow  8-to-l. 

A  flash  in  the  pan?  No.  Our 
fund  has  done  well  in  almost  every 
period.  Over  the  past  12  months 
the  DJI  was  down  a  bit  less  than 
9%;  Dart  Board  was  down  just 
0.5%.  How  about  the  last  three 
months?  DJI  down  0.3%;  Dart 
Board  up  2.3%.  (If  you  compare 
Dart  Board  with  the  broader  Stan- 
dard &  Poor's  500  stock  index, 
Dart  Board  still  wins  handily;  the 
S&P  500  was  up  just  11%  over 
the  decade;  down  3.4%  for  the  lat- 
est 12  months;  up  2.1%  in  the  latest 
three  months. ) 

The  biggest  ten-year  gainers  in 
our  portfolio:  Texas  Oil  &  Gas, 
Pittston  and  Crouse-Hinds.  The 
biggest  losers:  Ludlow  Corp.,  Hel- 
ene  Curtis  Industries  and  Singer 
Co.  One  advantage  to  our  non- 
managed  portfolio— as  it  turns  out- 
is  that  it  automatically  lets  its  prof- 
its run  because  it  never  sells:  Had 
we  done  the  "prudent"  thing  and 


sold  Pittston  and  Texas  Oil  &  Gas 
after  we  achieved  a  mere  doubling 
of  our  money  in  them,  then  the 
overall  performance  of  our  port- 
folio would  not  have  been  nearly  as 
good  as  it  was.  We  septupled  our 
investment  in  Texas  Oil  &  Gas;  we 
quintupled  it  in  Pittston.  Remem- 
ber this:  The  only  way  a  stock  can 
get  out  of  our  portfolio  is  if  it 
merges;  then  the  acquiring  com- 
pany's shares  replace  it. 

Obviously,  we  were  lucky  in  that 
our  darts  hit  what  was,  overall,  a 
good  group  of  stocks  (good  in  the 
sense  that  they  went  up ) .  About  all 
that  proves  is  two  things:  that  the 
best  way  to  make  money  in  the 
stock  market  is  to  buy  stocks  that  go 
up;  and  that  your  average  money 
manager  isn't  as  good  at  that  as  he 
would  like  to  be. 

Mind  you,  we're  not  recom- 
mending a  dart  board  for  your 
money  manager.  A  better  way  to 
outperform  the  market  might  be 
to  consider  the  advice  of  James 
Rea,  the  subject  of  our  Money  Men 
column  in  this  issue.  In  cooperation 
with  the  late,  great  Benjamin  Gra- 
ham, Rea  has  worked  up  some 
principles  that  he  thinks  can  help 
the  individual  pick  stocks  on  his 
own.  We  haven't  tested  Rea's  the- 
ories ourselves,  but  he  makes  a 
mighty  persuasive  case  for  them 
(see  page  43).  ■ 
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#  GrtlO%  off  the  cost 
of  insuring  your  new  house. 


If  you  live  in  a  house  that's  five 
years  old  or  less,  you  may  qualify  for 
Allstate's  "New  House  10% 
Discount."  If  you  already  have  an 
Allstate  Homeowners  policy,  you'll 
see  the  savings  reflected  with  your 
next  renewal. 


If  you  live  in  a  new  house  but  don't 
have  an  Allstate  Homeowners 
policy,  better  give  us  a  call.  Might 
as  well  get  in  on/j  1 I  pfqfp 
the  savings.     fm\  lOlCIIG 
/  \  You re  in  good  hands. 


Clip  this  coupon  and  take  it  to 
your  local  Allstate  agent  or 
simply  call  him  on  the  phone 
to  find  out  if  you  qualify  for  this 
new  money-saving  discount. 


I    Save  10% 

I  Homeowners 
|  Insurance. 

Allstate) 
New  House  Discount. 

i 

I  I 


Discount  available  in  most  states. 
Allstate  Insurance  Company,  Northbrook,  111. 


Trends  &  Tangents 


What  The  Oilmen  Want 

Oilmen  will  continue  to  blame 
Washington— Secretary  of  the  Interior 
Cecil  Andrus  in  particular— for  any 
continued  squeeze  on  expansion  of 
U.S.  petroleum  resources.  It's  not  that 
drilling  isn't  thriving.  It  is:  Within  the 
continental  U.S.,  drillers  are  sinking 
new  wells  at  full  speed— 5,833  new 
drillings  were  made  last  year,  com- 
pared with  4,458  in  1971.  The  oilmen 
point  out,  however,  that  most  of 
these  are  in  or  near  existing  fields.  As 
a  result,  they  maintain,  while  wild- 
catters may  be  prospering  (because 
"new"  oil  can  be  sold  for  more  than 
twice  the  price  of  pre-1973  "old"  oil), 
no  significant  new  reserves  are  being 
discovered.  At  the  same  time,  they 
charge,  Andrus  has  clamped  tight  re- 
strictions on  drilling  in  the  one  area 
where  oil  scouts  are  sure  the  needed 
big  new  reserves  lie— under  the  sea. 
Offshore  exploratory  drilling  they  note, 
is  limited  to  1.5%  of  the  U.S.  outer 
continental  shelf.  Andrus  counters  that 
the  oilmen  have  told  him  privately 
that  they  are  not  upset  by  his  tight 
rein.  Their  quarrel,  he  says,  is  over 
priorities.  The  oilmen  want  exploita- 
tion of  Alaska's  oil  to  come  first,  the 
sea  off  Southern  California  second  and 
Atlantic  waters  third.  The  Carter  Ad- 
ministration, for  various  reasons,  in- 
cluding politics,  has  put  the  waters  off 
the  oil-hungry  northeastern  U.S.  at 
the  top  of  the  list. 

The  Worried 

White  House  Economists 

Jimmy  Carter's  experts  are  getting 
jittery  about  how  the  economy  will 
perform  in  the  months  ahead.  Capi- 
tal spending  and  a  big  bulge  in  the 
federal  deficit  were  supposed  to  coun- 
ter the  expected  falloff  in  consumer 
spending.  Now  it's  feared  they  may 
not.  The  latest  Commerce  Department 
survey  of  investment  intentions  showed 
a  flat  second  half,  and  Administration 
economists  can  only  hope  that  this 
forecast  proves  wrong.  Federal  spend- 
ing is  another  question  mark.  Except 
for  March  and  May,  spending  has 
stayed  below  expected  levels,  while 
revenues  have  run  higher.  That  means 
the  latest  estimate  of  a  $48. 1-bil- 
lion  federal  deficit  could  prove  too 
high.  In  that  case,  the  economy  would 
not  get  the  push  the  Administration 
was  counting  on.  Tip-off  to  the  econ- 
omists' worry  was  buried  in  the  annual 
message  from  the  White  House  to  gov- 
ernment agencies  warning  against  a 
surge  of  year-end  outlays  to  use  up 


authorized,  but  unspent  funds.  Tra- 
ditionally, this  boils  down  to  a  simple 
"Don't  spend!"  This  time,  it  includes  a 
significant  hedge.  Don't  spend,  it  read, 
except  "to  restore  to  approved  levels 
in  an  orderly  way  a  program  which 
has  slipped  below  schedule." 

The  Stock  Salesman's  Lot 

Harold  S.  Geneen,  the  ITT  chair- 
man, has  his  own  explanation  for  the 
stock  market's  relatively  poor  perfor- 
mance: The  ending  of  fixed  broker's 
commissions.  "All  over  the  country," 
he  says,  "people  were  buying  stocks, 
not  lottery  tickets.  Now  they're  buy- 
ing lottery  tickets,  not  stocks.  When 
the  Securities  &  Exchange  Commis- 
sion took  away  fixed  brokerage  corn- 


Harold  S.  Geneen 


mission  rates,  the  stock  market  lost 
something.  When  they  took  away  the 
salesman's  incentive,  they  got  rid  of 
one  of  the  big  engines  that  made 
buying  happen.  Today,  because  you 
got  less  bodies  selling,  you  got  less 
bodies  buying." 

Who  Makes  Economic  Decisions? 

Businessmen  puzzled  over  how  the 
President  reaches  economic  decisions 
are  not  alone.  High-level  Carter  advis- 
ers aren't  too  sure  either.  Despite  six 
months  of  operations  and  one  major 
overhaul,  the  Economic  Policy  Group, 
the  round  table  set  up  to  coordinate 
Administration  policies,  still  works  er- 
ratically. A  case  in  point  was  the 
President's  recent  decision  to  require 
that  up  to  9.5%  of  imported  oil  be 
carried  in  U.S. -built  and  American- 
manned  ships.  The  idea  was  to  pick 


a  reasonably  low  figure  to  head  off  the 
chance  that  Congress,  under  strong 
pressure  from  the  maritime  un- 
ions, might  opt  for  a  far  higher 
one.  EPG's  Cabinet-level  machinery 
whirred,  but  could  produce  nothing 
like  a  consensus.  Robert  Strauss,  the 
former  Democratic  National  Commit- 
tee chairman  who  is  now  the  Presi- 
dent's special  trade  negotiator,  then 
moved  into  the  act,  and  the  9.5%  figure 
resulted.  Why  9.5%?  Nobody  seems  to 
know.  "I  am  still  not  sure  what  Strauss 
did,"  one  EPG  member  says,  "but  I 
think  it  was  important.  I  wish  I  knew." 

The  President's 
Pension  Planners 

One  major  question  has  been  set- 
tled for  the  blue-ribbon  panel  on  pen- 
sions and  retirement  President  Car- 
ter promised  in  June.  Since  Carter's 
announcement,  the  Office  of  Manage- 
ment &  Budget,  which  is  to  set  up  the 
panel,  has  been  trying  to  learn  whether 
it  should  study  only  federal,  state  and 
local  government  systems  or  would 
look  into  private  plans  as  well.  The 
answer— from  the  White  House— is 
that  private  systems  will  be  included. 
The  composition  of  the  new  group 
is  still  up  in  the  air,  with  the 
choice  between  a  lineup  of  prestigious 
big  names  or  one  of  technical  experts. 
The  board  will  have  among  its  main 
tasks  examining  the  equity  of  benefits 
within  the  various  plans  (including 
Social  Security)  and  determining 
whether  state  and  local  systems  are 
adequately  funded. 

New  Look  For  Lawyers 

The  Dickensian  air  that  has  been 
the  hallmark  of  big-time  lawyers  is 
giving  way  to  more  lavish  decor.  Law- 
yers, interior  designers  find,  have  been 
a  major  factor  in  filling  the  gap  in 
their  business  caused  by  the  recession 
and  the  subsequent  cost-cutting  spirit 
that  prompted  corporate  managers  to 
shy  from  anything  smacking  of  lux- 
ury. In  1970,  for  instance,  one  nation- 
al design  firm,  ISD  of  New  York,  had 
just  two  law  firms  as  clients;  today  it 
has  27.  One  reason,  at  least  in  New 
York,  has  been  the  migration  of  law 
firms  from  the  financial  district  in  low- 
er Manhattan  to  get  closer  to  the  mid- 
town  galaxy  of  client  headquarters. 
Another  is  the  growing  number  of 
high-priced  young  lawyers  (a  top  law 
school  graduate  now  commands  a 
$25,000  starting  income).  At  these 
prices  even  junior  partners  feel  enti- 
tled to  dress  up  their  work  spaces. 
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Advertisement 


side  from  their  private  offices,  law- 
3rs  have  also  become  aware  that 
sception  rooms  can  be  status  sym- 
jls.  They  have  also  learned  the  need 
>  improve  the  efficiency  of  their 
braries  and  the  facilities  needed  to 
indie  the  mountains  of  paperwork 
idemic  to  big-city  law  practice. 

he  Pedal  Patrol 


ie  $600  Difference:  A  New  York 
ty  cop  at  work  astride  a  new  moped. 


Moped  fever  has  spread  to  the  New 
)rk  Police  Department.  Twenty-two 
New  York's  finest  are  using  the 
rhtweight  pedal-and-power  machines 

patrol  the  city's  smaller  parks  and 
aygrounds,  where  motor  scooters 
innot  maneuver  as  effectively.  If  the 
periment  is  successful,  mopeds  may 
adually  replace  the  present  police 
ooter  fleet  of  600.  One  big  plus 
ould  be  cost.  The  mopeds  cost  $400 
ich,  the  scooters  $1,000— a  persua- 
/e  point  for  the  cash-strapped  city. 

adio  On  Wheels 

The  craze  for  citizens  band  radio, 
irprisingly,  has  not  tuned  down  con- 
sntional  car-radio  listening,  accord- 
g  to  a  study  conducted  for  the 
ur  national  networks,  ABC,  CBS, 
utual  and  NBC.  More  than  8  mil- 
>n  car  radios  were  blaring  during 
e  four  morning  and  evening  "drive- 
ne"  rush  hours  this  spring,  the  sur- 
ly found,  vs.  6.2  million  five  years 
;o.  Listeners-on-wheels  accounted 
r  21%  of  the  total  audience  and  FM 
is  built  its  share  to  44%.  The  total 
i-and-off-the-road  audience:  165  mil- 
>n  weekly,  96%  of  the  U.S.  popula- 
)n  12  years  of  age  and  older.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


-O*6  i 

Or  write  to: 
Porter  Brown,  Director 


_^fr  2320N.Shartel 
Oklahoma  City,  Oklahoma  73106 


Name  

Address- 
City- 


.  State- 


.  Zip- 


California  residents:  415-421-5807.  Robert 
McArdle,  Director,  405  Montgomery  Street, 
San  Francisco,  California  94106. 

An  operating  unit  of  CIT  Financial  Corporation, 
one  of  the  nations  largest  multiline  financial 

services  organizations,  with  assets 
of  $7.5  billion. 


CjT 


FINANCIAL 
SERVICES' 


EXECUTIVE  FINANCIAL  SERVICE 
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You'd  expect  McDonnell  Douglas  to  build 
the  best  fighter  aircraft  in  the  world... 

...but  would  you  expect  us  to  write 
on  the  sky,  make  new  airplanes 
out  of  old,  keep  records 
Cor  hospitals,  or  build 
refrigerators  for  the  Arctic? 

In  aerospace,  one  often  wonders  what  wonders  will  come  along  next. 
A  current  wonder  is  the  F-15  Eagle,  the  best  fighter  aircraft  in  the  world. 

The  Eagle  can  climb  straight  up  faster  than  the  speed  of  sound, 
find  targets  in  clouds  and  darkness,  and  pounce  on  them  with  rockets,  missiles 
and  guns.  (It  turns  so  tight,  one  test  pilot  tells  us,  that  his  socks  are 
pulled  into  the  heels  of  his  shoes.) 

Sleek  and  graceful,  the  Eagle  is  the  child  of  ingenuity  and  hard  work. 
Its  engine  thrust  is  greater  than  its  weight.  Its  airframe  and  skin  are  carved  by 
computer  driven  machines  from  titanium  and  steel,  from  aluminum  and  composite 
Inside  are  advanced  electronics  to  help  it  fly  and  keep  it  flying. 

It's  the  Eagle.  The  American  Eagle.  If  we  didn't  have  it,  we'd  have  to  invent  it 


Write  on  the  sky? 

Yes.  Our  electronics  engineers 
joined  with  our  experts  in  optics  to 
create  a  Head-Up  Display  for  the 
F-15  Eagle.  It  makes  it  possible  for 
pilots  to  fly  their  missions  without 
taking  their  eyes  off  the  target  or 
their  hands  off  the  stick  and 
throttle.  Called  by  the 
acronym  "HUD,"  the  display 
is  electronically  linked  to  the 
Eagle's  instrument  and  armament 
systems.  The  information  gathered 
is  projected  through  cleverly 
arranged  lenses  to  appear  at 
infinity  in  the  sky  ahead. 
Pilot  instructions  for  bad  weather 
landings  and  for  combat,  plus 
speed,  altitude  and  attitude 
information,  are  constantly 


presented  "out  there."  HUD  even 
tells  the  pilot  when  he's  on  target 
and  in  range,  and  helps  guide  him 
to  a  hit.  HUD.  It  helps  make  the 
F-15  the  world's  best  fighter. 
Will  it  have  commercial  airline 
application?  Soon.  In  your  car? 


Ever  wonder  what  happens  toj 
old  airplanes?  Well,  DC-3s  seei 
keep  flying  on  and  on.  But  ma: 
others  of  early  vintage  disappe 
as  scrap.  Not  so  with  early  moi 
of  our  DC- 8,  a  plane  that  help* 
introduce  the  jet  age.  At  our  Til 
division  they're  stripped  of 
passenger  pleasantries;  freight 
floors  and  doors  are  installed, 
windows  plugged,  liners  and  i 
added.  They  get  new  engines  * 
necessary,  and  then  they're  rol 
out  to  begin  life  anew  as  barga 
priced  airfreighters  structurally 
ready  for  tens-of-thousands 
more  hours  of  flying.  Got  one 
you  want  modified?  We'll  do  il 
Need  one  to  have  modified? 
We'll  find  it  for  you. 


called  Cryo-Anchors,  could  indeed 
keep  the  soil  permanently 
frozen  under 

building 


lilding  airplanes, 
rilding  them,  we  use 
iters.  More  than  a  hundred 
izes.  Seventeen  years  ago 
;an  sharing  our  experience 
ir  computers  with  other 
sses,  and  since  then  our 
TO™  division  has  grown 
le  of  the  nation's  top  data 
is  organizations.  We  are  one 
suppliers  of  hospital  data 


s,  keeping  financial  and 
care  records  for  over 
spitals  in  40  states,  helping 
lis  to  stay  out  of  the 
ter  business  while  enjoying 
ciency  of  modern  data 
sing.  We're  not  the  only  one 
ield.  But  we  are  the  best.  If 
"ve  on  a  hospital  board  or  in 
stration,  look  into  this, 
st  and  service  benefits 
ike  your  day. 


Building  jetliners,  spacecraft 
and  fighter  planes  occupies  much 
of  our  time,  but  minds  that  meet 
aerospace  challenges  often  come 
across  solutions  to  other  problems. 
After  a  fire  at  the  Government 
Records  Center  in  St.  Louis,  for 
example,  our  engineers  set  our 
space  simulation  chambers  to 
work  saving  millions  of  water- 
soaked  records.  Tons  of  soggy 
papers  were  placed  in  vacuum 
vessels  and  dried.  Priceless 
records  were  recovered.  We've 
since  dried  museum  artifacts,  even 
bundles  of  accidentally-doused 
uncashed  checks.  "There  are  times," 
it  is  said,  "when  business  shouldn't 
be  all  business."  We  agree. 

Space  spinoffs  are  now 
affecting  our  daily  lives  in  more 
ways  than  most  of  us  know. 
An  idea  for  temperature  control  was 
developed  with  NASA  and  used 
aboard  the  Skylab  space  station; 
some  of  our  engineers  thought  it 
might  stabilize  foundations 
subjected  to  the  violent  freeze- 
and-thaw  conditions  of  the  Arctic. 
Tests  proved  that  soil  refrigerators, 


foundations.  We  made  more  than 
100  thousand  to  support  the 
foundations  of  the  trans-Alaska 
pipeline.  So  as  the  hot  oil  flows 
above  the  permafrost,  remember 
that  spaceflight  played  a  role. 

And  when  you  think  of  us, 
please  don't  think  of  just  wings 
and  tails.  Far  be  it  from  us  to  turn 
away  from  an  idea  just  because  it 
doesn't  fly.  If  one  of  the 
technologies  discussed  piques 
your  interest,  put  your  thoughts 
on  your  letterhead  and  send  them 
to  us.  We'll  be  in  touch.  Write 
McDonnell  Douglas,  Box  14526, 
St.  Louis,  MO  63178. 


AfCDO/V/V£f.L  DOUGLA 


EQUAL  OPPORTUNITY  IN  PROFESSIONAL  CAREERS  SEND  RESUME  BOX  14526.  ST  LOUIS,  MO  63178 


mm 

callRandustrial  collect 


Randustrial®  will  advise  you,  by  telephone, 
how  to  seal  the  leak,  preventing  further 
damage  to  your  property.  Then,  if  you  de- 
cide your  roof  is  due  for  more  extensive 
maintenance,  a  Randustrial  Roof  Spray 
Consultant  will  be  happy  to  discuss  the 
economical  Randustrial  Roof  Spray  Proc- 
ess, making  it  possible  for  your  own  men  to 
expertly  resurface  your  roofs  without  cost- 
ly contractors.  We  will  loan  you  one  of  our 
R-5  Roof  Spray  Kits  (value  $2,630)  and 
instruct  your  men  in  its  use. 
If  you  prefer  to  write,  send  in  the  coupon 
below  and  receive  our  Free  64  page  Roof- 
ing and  Maintenance  Catalog  describing,  in 
full,  our  maintenance  products,  applica- 
tion and  prices. 


U  Send  Free  64  page  Maintenance  Catalog 

Name,  Title  

Company   

Address  


City,  State,  Zip . 
Telephone  


Randustrial 


•orporation 


13306  Union  Avenue,  Cleveland,  Ohio  44120 
Telephone  (2161  283  0300 


INVESTMENT  OPPORTUNITIES 
TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  76-77 
of  this  issue  for 

CLASSIFIED 


Readers  Say 


Saturday  Mail  Delivery  Flak 

Sir:  Re  your  editorial  on  Saturday 
mail  delivery  (Fact  and  Comment, 
July  1 ) .  I  appreciate  your  support  and 
I  am  certain  that  it  will  help. 

—Benjamin  F.  Bailor 
Postmaster  General 
Washington,  D.C. 

Sir:  You  ask,  "What's  in  Saturday's 
mail  that  couldn't  wait  until  Mon- 
day?" Forbes,  dummy. 

—Clay  D.  Smith 
Lafayette,  N.Y. 

Sir:  .  .  .  Business  Week. 

—Oscar  P.  Hampton  III 
St.  Louis,  Mo. 

Sir:  The  entire  business  world  does 
not  shut  down  on  Friday  afternoon. 
Some  of  us  look  forward  to  that  sixth 
working  day  being  highly  productive. 
The  day's  mail  contributes  substantial- 
ly to  that  productivity. 

—Frank  S.  Striffler 
McKeesport,  Pa. 

Sir:  As  a  letter  carrier,  I  can  as- 
sure you  that  the  trouble  with  the 
Postal  Service  is  that  it  is  overloaded 
with  supervisory  and  administrative 
staff.  Further  curtailing  service  is  not 
the  answer.  A  pruning  of  the  bloated 
bureaucracy  would  help. 

—Vernon  R.  Arms 
Webster  Groves,  Mo. 

Sir:  As  I  am  no  longer  awaiting 
any  love  letters,  I  tend  to  agree  with 
your  suggestion. 

— F.  Gromhacher-lrwin 
Yardley,  Pa. 


Ecstatic  Russkies 

Sir:  Re  "If  I  Were  The  Kremlin's 
Communist  Czar"  (Fact  and  Com- 
ment, July  1 ) .  The  Kremlin  should  not 
only  be  ecstatic  over  our  atomic  dis- 
armament proposal,  but  should  like- 
wise appreciate  the  efforts  of  our 
environmental-preservationist  zealots 
and  their  Washington  supporters.  By 
undermining  our  resource  and  energy 
industry,  they  are  increasing  our  de- 
pendence on  foreign  imports.  What 
better  combination  than  military  and 
economic  vulnerability? 

—Thomas  G.  Melrose 
Lakewood,  Colo. 


Subtle  Advocacy 

Sir:  Re  the  article  on  Southern  Liv- 
ing (June  15).  [There  is  one  conclu- 
sion] that  Southern  Living  magazine 


does  not  practice  "advocacy  journal- 
ism." I  suspect  that  in  our  "soft"  edi- 
torial fashion  we  practice  a  subtle  ad- 
vocacy that  may  be  more  effective 
with  our  southern  readers  than  any 
number  of  shrill  editorials.  We  en- 
courage people  to  enjoy  rivers,  believ- 
ing that  if  they  do  they  will  be  among 
the  first  to  protect  those  streams.  We 
invite  them  to  experience  beaches,  the 
better  to  give  them  firsthand  motiva- 
tion to  protect  our  treasured  southern 
shoreline.  While  we  publish  no  articles 
on  how  to  save  a  marriage,  we  do 
write  about  how  to  plant  a  garden,  a 
venture  that  could  well  help  to  heal  a 
marital  rift,  should  the  disaffected 
couple  join  in  it. 

—Emory  Cunningham 
President, 
The  Progressive  Farmer  Co. 

Birmingham,  Ala. 

Better  Care,  More  Costs 

Sir:  Your  May  15  issue  indicates 
concern  for  continuing  escalation  in 
hospital  charges.  The  American  Hos- 
pital Association  maintains  that  10% 
of  such  increases  in  1976  were  due  to 
inflationary  costs  and  6%  due  to  in- 
creases in  intensity  of  patient  care.  To 
hospital  people,  better  patient  care 
has  got  to  involve  higher  costs. 

—Winchester  F.  Hotchkiss 
Vice  President, 
Development  if  Public  Relations 
Morristown  Memorial  Hospital 
Morristown,  N.J. 

Not  The  Only  One 

Sir:  Mapco  doesn't  run  the  only 
anhydrous  ammonia  line  or  even  the 
longest.  Our  1,885-mile  Gulf  Central 
Pipeline  transports  anhydrous  am- 
monia from  Louisiana  to  the  Corn  Belt 
states. 

-R.J.  Hunt 
President, 
Santa  Fe  Pipelines  Systems 
Tulsa,  Okla. 

How  To  Get  Rich 

Sir:  Re  the  Wall  Street  Journal 
piece  you  quoted  concerning  the 
headaches  and  low  returns  of  going 
into  business  versus  buying  tax-free 
bonds  (Fact  and  Comment,  July  1). 
If  I  was  to  go  into  the  "widget"  in- 
dustry, I  would  float  stock,  invest  a 
pittance  of  my  own  money,  hire  some 
publicity  shyster  to  announce  to  all 
that  we  are  going  to  make  a  new  type 
of  "left-handed  widget"  for  which  the 
world  has  been  waiting  since  the  last 
honest  politician  died  of  hunger  some- 
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here  in  the  15th  century.  Then,  by 
lagling  a  majority  of  voting  stock 
ith  a  few  close  pals,  I  could  run 
e  company  and  siphon  off  excess 
ofits  by  voting  myself  a  large  salary, 
business  goes  bad,  I  simply  resign, 
ce  these  guys  at  Penn  Central,  for 
stance,  and  vanish  into  my  yacht  for 
i  extended  trip  to  the  South  Seas, 
ter,  of  course,  taking  all  possible 
;preciations  on  the  yacht  itself  (for 
isiness  purposes  yet ) . 

— /.  Frackt 
Montreal,  Quebec,  Canada 

igher  Cash  Flow 

Sir:  Re  your  Annual  Directory  Is- 
le  (May  15),  Natomas  had  cash 
>w  of  $181,080,000,  or  26%  higher 
an  the  $142,193,000  stated. 

— T.F.  Scoggins 
Manager,  Public  Relations, 
Natomas  Co. 
San  Francisco,  Calif. 

og's  Expression 

Sir;  I  cannot  agree  with  your  out- 
ge  over  the  "horrible"  Panasonic  ad 
7act  and  Comment,  July  1 ) .  Any  ad 
an  who  can  produce  a  dog  with 
at  wonderful  expression  deserves  a 
edal,  not  a  brickbat. 

—John  K.  Crosby 
Friday  Harbor,  Wash. 


Sir:  Let  me  make  a  nomination  for 
)rrible  advertising  examples.  I  am 
sgusted,  irritated  and  fed  up  with 
ose  television  advertisements  that 
ature  loud  chomping,  slurping, 
nacking,  crunching  noises,  so  that 
me  of  the  pleasure  has  been  taken 
it  of  eating  good  food.  They  use  it 
l  Kentucky  Fried  Chicken.  If  there's 
le  thing  you  should  be  able  to  eat 
lietly,  it's  chicken.  And  the  battle  of 
e  chefs  trying  to  see  which  can 
ake  the  most  noise  eating  Taco  chips 

nauseating.  Doesn't  American  busi- 
es monitor  its  advertising?  Or  don't 
merican  business  executives  have  de- 
:nt  table  manners? 

—Richard  Rundell 
Miami,  Fla. 


Our  Dividends 

Stand 

on  a 

STRONG 
FOUNDATION 

As  a  leading  cement  producer  and  major 
manufacturer  of  pre-engineered  metal  building  systems, 
Amcord  believes  in  sharing 
its  profitable  growth  with  our  12,000  shareholders. 
That's  why  our  dividend  policy  calls  for 
paying  out  a  minimum  of  30  percent  of  our 
established  earnings  per  share  in  cash  dividends. 
And  that's  no  accident. 
If  you  would  like  to  know  more  about  us, 
please  send  your  business  card  to  me. 


W.T.  Pascoe  III 
Chairman  of  the  Board  and  Chief  Executive  Officer 


AMCORD 


Amcord,  Inc. 

610  Newport  Center  Drive  Newport  Beach,  California  92663 
Listed  NYSE,  PSE.  Symbol:  AAC. 
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WHY  VOLVOS  SEEM  TO  GET 
BETTER  AS  THEY  GET  OLDER. 


Everybody  loves  a  new  car  the  day 
they  drive  it  home  from  the  showroom. 

But  ask  them  about  it  a  few  years  later 
and  you're  likely  to  hear  a  different  story. 

Which  is  why  you  should  consider 
owning  a  Volvo. 

Volvos  are  filled  with  things  that 
peoplegrowtoappreciateastimegoesby. 

For  example,  our  passenger  compart- 
ment is  designed  not  just  to  make  you 
feel  comfortable,  but  also  to  make  you  a 

better  driver. 
The  front 
seats 


maneuver  in  traffic.  And  slip  in  and  out 
of  parking  spaces. 

And  while 
the  odds  are 
that  you'll 


are 

infinitely 
adjustable.  And 
the  roof  pillars  are 
narrow  enough  to  be  seen  around. 
So  you  always  see  what's  going  on 
around  you. 

Drive  under  these  conditions  for  a  few 
months  and  the  car  begins  to  feel  as  if  it's 
becoming  part  of  you.  If  you're  like 
many  Volvo  owners  you'll  develop  a  new 
self- assuredness  on  the  road.  Caused  by 

the  way  our  rack 
and  pinion 
steering 
lets  you 


at  least 
"once  during 
^^^^your  first  year  to 
marvel  at  our  four  wheel  disc  brakes, 
(usually  after  your  first  panic  stop,) 
you'll  probably  never  take  advantage  of 
our  triangular  circuit  braking  system. 
(It  gives  you  about  80%  of  your  braking 
power  if  one  circuit  ever  fails.) 

Aftera  fewyears  pass,  there  aredozens 
of  other  things  you'll  come  to  appreciate. 

Like  the  way  the  seat  slowly  conforms 
to  your  body  and  becomes  your  seat. 
Or  the  way 
the  car  is 
finished. 


®  167/  VOLVO 


To  keep 
your  Volvo 
looking  good  for 
a  long  time,  it  comes 
with  six  coats  of  paint  and  primer.  And 
two  separate  undercoatings  instead  of 
one.  Or  none.  So  if  you  ever  do  decide 
to  sell  your  Volvo,  looks  won't  be  the 
reason  why. 
At  Vol  vo,we  give  you  a  car  you  can  keep. 
More  importantly,  we  give  you  a  car 
you'll  want  to. 

VOLVO 

The  car  for  people  who  think. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


PRICES  SLASHED  UP  TO  40%!  BARGAINS  GALORE!  REAL  VALUES! 

Many  common  stocks,  especially  the  blue  chips. 


CONDEMNING  CARTER  FOR 

s  as  foolish  as  it  is  facile. 

If  the  Kremlin  got  hot  because  of  some  U.S.  power  ploy— 
>ur  providing  arms  for  revolt  in  one  of  the  Iron-Curtained 
satellites  or  providing  China  with  atomic  warheads  and 
delivery  systems  or  such— that  would  be  understandable. 

But  what  seems  to  have  sent  Brezhnev  and  Company 
into  a  frenzy  is  having  the  President  of  the  United  States  say 
vhat  the  Constitution  of  the  U.S.  says,  and  repeating  what 
:he  Bill  of  Rights  sets  forth  as  our  goal.  The  fact  that  we're 
ar  from  achieving  human  rights  within  our  own  country 


THE  COLD  WAR'S  RETURN 

doesn't  diminish  one  whit  that  it's  always  been  the  ideal 
for  which  we  stand. 

That  President  Carter's  reference  to  human  rights  makes 
the  Soviet  bosses  see  Red  reveals  with  extraordinary  clarity 
where  the  Free  World's  strength  lies,  where  the  Soviets' 
real  weakness  is. 

Our  military  might  is  essential  for  our  defense. 

But  isn't  it  extraordinary  that  the  Russian  dictatorship 
finds  reference  to  human  rights  so  devastating  to  their 
security? 


OUR  SUDDENLY  SOARING  TRADE  IMBALANCE  IS  ALARMING 


Treasury  Secretary  Blumenthal's  expressed  lack  of  alarm 
)ver  our  trade  imbalance's  gigantic  jump  (to  nearly  $7  bil- 
ion  in  the  first  quarter)  reminds  me  of  the  scared  fellow 
vhistling  in  the  dark  to  buoy  his  own  spirits  and  frighten 
)ff  other  Spirits.  An  earlier  trade  dollar  bloodbath  was 
sandaged  over  by  huge  overseas  purchases  of  our  crop 
surpluses,  but  that  won't  stem  the  hemorrhage  this  time. 
Dther  countries  are  reporting  record  or  near-record  crops, 
[list  storing  our  surpluses  this  year  will  be  cost  producing, 
not  revenue  producing. 


We  can  do  a  lot  of  dangerous  fiddling  around  with 
tariffs,  import  restrictions  and  the  like,  but  there's  just  one 
real  way  to  get  the  matter  back  in  hand:  Import  less  oil. 

That  will  only  happen  when  we  use  less  gas,  and  we'll 
use  less  gas  when  a  gallon  of  the  stuff  costs  us  as  much  as 
it  does  consumers  in  the  rest  of  the  world. 

A  major  help,  too,  will  be  accelerated  development  of 
other  energy  sources  and  making  it  profitable  to  drill  and 
dig  for  more  of  the  present  ones. 

Doing  nothing  about  the  trade  deficit  is  unaffordable. 


I  DON'T  UNDERSTAND  NEUTRON  BOMB  OPPONENTS 


It's  argued  by  those  against  the  neutron  bomb  that  it's 
nore  apt  to  be  used  by  free  European  countries  if  in- 
/aded  by  Russia.  The  theory  is  that  this  bomb,  unlike  atom- 
1  ones,  wouldn't  destroy  European  cities  along  with  the 
jnemy;  nor  does  it  leave  long-lasting  clouds  of  radiation. 

If  there  is  slightly  less  inhibition  by  the  Invaded  in  de- 


fending their  freedom  with  neutron  bombs,  that  should  give 
greater  pause  to  any  Soviet  militarists  tempted  to  overrun  a 
Europe  underprotected  by  NATO's  weak  conventional 
military  forces. 

I  can  understand  Soviet  opposition  to  the  neutron  bomb, 
but  not  that  of  others. 


WHO'S  KIDDING  WHOM 

about  congressional  determination  to  pursue  their 
South  Korean  investigation  with  even  a  mite  of  the 
intensity  with  which  they  went  after  Watergate  .  .  .? 
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YOURS  MIGHT  WELL  BE  THE  LIFE  AIR  BAGS  SAVE 


Three  cheers  for  Transportation  Secretary  Brock  Adams 
and  his  order  that  beginning  in  September  1981  some  cars, 
and  by  1984  all  cars,  have  air  bags  (or  some  form  of  auto- 
matic crash  protection ) . 


It's  so  silly  to  say  shoulder  and  waist  seat  belts  are 
as  effective,  when  at  least  80%  of  the  people  don't  use 
'em.  That's  like  saying  the  best  way  of  not  dying  from  a 
heart  attack  is  not  to  have  one. 


NIBBLING  DOWN  DAVE  MAHONEY'S  REMUNERATION 


strikes  me  as  striking  at  the  wrong 
target. 

Since  he  took  over  the  running  of 
Norton  Simon,  the  company's  market 
value  has  nearly  doubled— from  being 
worth  $475  million  in  1968  (Forbes, 
May  15,  1969)  to  being  worth  $882 
million,  according  to  the  1977  May  15 
Forbes.  Earnings  per  share  have  in- 


creased 153%,  dividends  145%  over  the 
same  period. 

There  are  a  number  of  CEOs  who 
milk,  bilk  their  stockholders  for  out- 
rageous "compensation"  while  their 
corporations  are  doing  dismally. 

In  Dave  Mahoney's  case,  such 
nit-picking  is  both  ungracious  and 
ungrateful. 


THE  RANKS  OF  NEW  YORK  TIMES  EX-MATTERERS 

are  filled  with  those  who  thought  Nice  Guy  "Punch"  didn't  know  when  or  how  to. 


HAVING  THE  EAR 

If  you  were  head  of  a  country,  wouldn't  you  love  to 
have  an  ambassador  from  the  U.S.  who  had  direct  access 
to  the  President's  ear? 

So  why  all  the  flap  about  the  English  Prime  Minister's 
appointment  of  his  son-in-law  as  British  Ambassador  to 
Washington?  His  access  to  the  President  by  virtue  of  his 
relationship  should  be  pretty  good— always  providing,  of 
course,  that  his  wife,  after  some  spat,  hasn't  gone  home 
to  live  with  Daddy  at  No.  10  Downing  Street. 

Sure,  there's  much  to  be  said  for  career  ambassadors. 


IS  WHAT  MATTERS 

But  there's  also  much  to  be  said  when  an  ambassador 
has  a  close  relationship  of  blood  or  friendship  with  the 
head  of  the  country  he  represents. 

One  Conservative  critic  fumed  about  "blatant  naked 
nepotism,"  and  (for  some  strange  reason)  I  don't  think 
nepotism  is  all  bad. 

Another  criticizer— this  one  a  Leftie— sneered,  "I  sup- 
pose the  next  thing  will  be  that  President  Carter's  mother 
will  be  sent  over  here." 

Great  Britain  should  be  so  lucky. 


IMMODESTY  AND  MODESTY  IN  ADVERTISEMENTS 


WHICH  PART  OF  YOU  WILL  EHJQY 
AMERICA'S  GREATEST  BEACH  PARTY 
THE  MOST? 


tummy  Te.iser 
ifch  bonfire  cooki 
Ifday  nighfs.  S. 
\jurt\ef**'^~~ Limber  th< 
You'll  be  jumpirtj 

MLM*  KMH  *-?  EASTERIV 
MfSRKA'S  GRUTOT  BUCH  PARTY 


Frank  Borman  must  have  been  away 
from  his  desk  the  day  this  ad  was  ap- 
proved. It  doesn't  enhance  his  Eagle 
Scout  image,  nor  Eastern's  reborn  one. 

On  the  other  hand,  this  Northwest  In- 
dustries' corporate  message  has  unique 
impact  because  nine  out  of  ten  who 
know  much  about  Northwest  Industries 
do  believe  just  one  man— who  put  'em 
together— is  running  these  ten  successful 
companies.  And  his  name  isn't  even 
mentioned. 


You  cant  run 
10  successful  companies 
with  just  one  man. 

HE 

m 

ii 
ti 

an 
m 

illli 

Northwest  Industries.'* 

TOTAL  DEDICATION 

Books  are  usually  dedicated  to  one  person.  In  Advertis-  tion  covered  two  pages,  a  total  of  20  people  and  seven 
ing  Pure  and  Simple  (which  really  does  deal  with  the  groups— which  might  be  called  killing  27  birds  with 
essence  of  that  profession)  by  Hank  Seiden,  the  dedica-     one  book. 

THE  HIGHEST  FEES 

are  paid  for  anything  billed  as  "free." 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


IT'S  SO  EASY 

to  buy  a  lot  and  get  little. 
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SUMMER  DO'S— AND  SOME  DON'TS  (cont.) 

Here  are  some  additions  to  last  issue's  book  suggestions— with  samplings. 

The  Rockefellers— by  Peter  Collier  and  David  Horowitz 
The  book  is  unfairly  rough  on  the  Brothers,  who  over-  and  coming  across  the  Medal  of  Freedom  President  John- 
came  their  overwhelming  advantages.  The  Cousins,  for  the  son  had  given  him  in  his  last  days  in  office.  Laurance 
most  part,  hang  themselves  by  letting  it  all  hang  out.  They  picked  up  the  nat'.ons  highest  civilian  honor,  looked  at 
seem  to  have  given  up  to  their  hang-ups.  (Holt,  Rine-  it  for  a  moment,  and  then  handed  it  over.  "I  guess  we 
hart  &  Winston,  $15)  ought  to  put  this  someplace,"  he  said.  Then  he  added 
Excerpt:  One  of  the  employees  of  Room  5600  remem-  the  irony,  "Lyndon  gave  me  that  instead  of  the  Haica'i 
hers  sorting  through  Laurance's  memorabilia  with  him  air  route." 

Falconer— by  John  Cheever 

An  oddly  moving,  way-out-of-the-ordinary  tale  of  an  the  author  lost  me,  but  this  best-seller  seems  to  grab  most 
Upper-Middle  man  in  prison  for  fratricide.  Several  times     readers.  (Alfred  A.  Knopf,  $7.95) 

Hustling  on  Gorky  Street— by  Yuri  Brokhin 
Luridly  overblown  prose  by  a  film  director  cum  cab-     sexless  prostitution  and  petty  scale  bribery  add  up  to  a 
driver.  Card-sharping  country  bumpkins  hustle  for  rubles     picture  of  the  USSR  relatively  without  widespread,  serious 
and  foreigners  for  hard  currency  faking  Faberge,  the  most     crime  as  we  know  it  in  the  West.  (Dial  Press,  $7.95) 

Speedboat— by  Renata  Adler 

This  stream-of-conscious  pouring  out  by  a  barb-bearing  dener.  She  would  spend  hours  in  her  straw  hat  and  gloves, 
woman  journalist  is  studded  with  memorable  phrases,  re-  bending  over  the  soil.  When  somebody  walked  past  her 
peatable  one-liners,  perceptive  pith.  But  as  a  novel,  it's  a  in  her  work  she  was  always  holding  up  a  lettuce  or  a 
jumbled,  tough  Read.  (Random  House,  $7.95)  bunch  of  radishes,  with  an  air  of  resolute  courage,  as 

Excerpt:  Lyda  was  an  exuberant,  even  a  dramatic  gar-     though  she  had  shot  them  herself. 

Some  Kind  of  Hero— by  James  Kirkwood 
This  novel  appeared  two  years  ago;  I  just  got  around     ulations  here  after  a  moment's  glory  as  Hero  Returned.  A 
to  reading  it  and  am  glad  I  finally  made  it.  This  is  the     gripping  tale  of  woe,  told  with  wit  and  warmth.  (Thomas 
story  of  a  Vietnam  POW's  survival  there  and  worse  trib-     Y.  Crowell  Co.,  $8.95) 

We're  Going  to  Make  You  a  Star— by  Sally  Quinn 
Sally  Quinn's  side  of  her  Bombing  on  the  CBS  Morning     portraying  her  as  a  dud  was  the  banana  peel  that  slipped 
News  versus  Barbara  Walters.  Seems  a  New  York  piece     Sally  over  the  precipice.  (Simon  &  Schuster,  $7.95) 

Blye,  Private  Eye— by  Nicholas  Pileggi 

A  disillusioning  eyeful  of  how  ploddingly  easy  it  is  to  wife  with  what  he  thinks  is  horny  intent,  and  it's  fists 

track,  nail  the  target  of  those  who  hire  detectives.  'Taint  and  kicks  and  knives  and  guns.  ...  7  learned  long  ago 

nothing  like  TV.  (Playboy  Press,  $10)  to  avoid  these  kinds  of  problems  by  being  elaborately  po- 

Excerpt:  I  am  very  careful  in  dealing  with  poor  peo-  lite  in  that  kind  of  world.  It's  always  mister  and  missus 

ole.  All  the  feistiest  ones  have  left  is  a  sensitivity  and  and  thank  you  and  pardon  me  and  please  and  may  I 

concern  for  their  own  idea  of  personal  dignity.  .  .  .  You  and  I  hate  to  bother  you  until  they  begin  to  feel  as  though 

isk  a  question  wrong,  you  don't  show  enough  respect  to  you're  not  some  wise  sonofabitch  looking  to  rip  off  the 

\he  man  of  the  house,  you  look  at  his  two-hundred-pound  last  thing  they  got,  their  dignity. 

Britain's  Royal  Brides— by  Josy  Argy  and  Wendy  Riches 
The  greatest  spectacles  in  living  soap  opera  are  the     them  on  TV,  this  respectful  but  spritely  volume  brings  it 
vveddings  of  Britain's  heir  apparents.  For  the  multiple  mil-     all  vividly  back  again.  Charles,  we  can  hardly  wait.  (St. 
ions  of  Americans  who  read  and  heard  about  'em,  watched     Martin's  Press,  $10) 

The  Eternal  Sea 

Evocative  pictures  of  the  sea  in  many  moods  by  photog-  and  some  disappointing  passages  from  famed  literature  on 
rapher  Gene  Anthony,  showing  the  men  and  shores  that  the  subject,  edited  by  Howard  Chapnick.  (Grosset  &  Dun- 
:ake  its  caressing  and  its  pounding.  Laced  with  some  great     lop,  $14.95) 
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Nicholas  II  —  The  Last  Tsar— by  Marvin  Lyons    — M.S.F. 
"Fascinating  pictorial  biography  drawn  on  some  35,000     Nicholas  II  and  his  family."  That  jacket  blurb  says  it  like 
unpublished  photographs  to  present  a  vivid  panorama  of     it  is.  (Routledge  &  Kegan  Paul,  London,  $16.95) 

Piracy  in  the  Pacific— by  Henri  Jacquier 
An  unbelievable  but  true  South  Pacific  tale  of  two  good-     trial  and  identity  became  a  cause  celebre.  Their  story  un- 
familied  seafaring  brothers  who  bloodily  seized  a  schooner     folding  is  a' combination  of  Mutiny  on  the  Bounty  and 
after  mysteriously  turning  up  in  Rarotonga.  Caught,  their     Papillon.  (Dodd,  Mead  &  Co.,  $7.95) 

The  Very  Rich— by  Joseph  J.  Thorndike 

A  lavishly  illustrated,  well-told  tale,  full  of  marvelous     if  his  wife  should  marry  again,  his  entire  fortune  might 


end  up  in  the  hands  of  a  stranger.  "If  she  does,"  said 
Palmer,  "he'll  need  the  money."  Excerpt:  When  [J.P. 
Morgan]  happened  to  be  quoted  as  saying,  "America  is 
good  enough  for  me,"  William  Jennings  Bryan's  Com- 
moner retorted:  "Whenever  he  doesn't  like  it,  he  can  give 
it  back  to  us." 


vignettes  "of  people  in  all  ages  who  have  been  blessed, 
cursed,  or  possessed  by  huge  fortunes."  (American  Heri- 
tage Publishing  Co.,  $29.95) 

Excerpt:  When  he  [Potter  Palmer,  wealthy  Chicago  mer- 
chant of  the  mid-1800s]  was  drawing  up  his  will,  which 
left  everything  to  Bertha,  his  lawyer  warned  Palmer  that 

The  Luparelli  Tapes— by  Paul  S.  Meskil 
In  prose  as  brutally  cold  as  the  murders  Mafia  hit  man     tapes  tale  should  chill  even  those  cynics  who  doubt  the 
Luparelli  performson  command,  this  taken-from-actual-     Mafia  is  for  real.  (Playboy  Press,  $10.95) 

Eclipse  of  Kings— by  Denis  Judd 
Fascinating  photographs   intelligently   captioned  and     monarchy  ended  with  a  signature.  Next  morning,  Sunday, 


sequenced.  Vivid  portrayal  of  the  fate  during  the  20th 
century,  and  the  present  state,  of  European  monarchies. 
(Stein  &  Day,  $11.95) 

Excerpt:  On  9  November  [1918]  the  Emperor  was 
presented  with  a  document  of  abdication.  He  had  no  choice 
but  to  sign  it,  and  in  the  blue  Chinese  room  the  Hapsburg 


the  Emperor  made  his  last  public  appearance  at  the 
Schonbrunn  chapel,  and  for  the  last  time  the  organ  played 
Gott  Erhalte  Unsern  Kaiser  (God  Preserve  Our  Emperor). 
The  next  evening  two  cars  drew  up  at  the  Schonbrunn, 
and  the  socialist  leader  Karl  Renner  announced,  "Herr 
Hap.iburg,  the  taxi  is  waiting." 


The  Oxford  Book  of  Literary  Anecdotes— edited  by  James  Sutherland 
Far  less  of  a  treasure  chest  than  one  would  anticipate.     punch  is  suffocated  by  surrounding  verbiage.  (Oxford  Uni- 
Overly  scholarly  to  the  point  where  often  the  anecdote's     versity  Press,  $15) 


THE  REAL  MONOPOLY  VILLAINS 


John  H.  Shenefield,  boss  of  the 
Justice  Department's  Antitrust  Di- 
vision, is  hard  after  the  steel  indus- 
try. It  seems  that  steel  companies 
have  been  sort  of  fixing  prices.  Not 
in  out-of-the-way  motels.  Or  in  oth- 
er surreptitious  meetings.  But 
through  press  releases.  In  the  Jus- 
tice Department's  eyes,  apparently, 
announcing  or  signalling  a  price 
increase  via  the  press  is  simply  an- 
other way  to  regulate  prices.  Sim- 
ilarly, a  few-  months  ago,  the 
trustbusters  barred  General  Elec- 
tric and  Westinghouse  from  pub- 
licly announcing  price  changes  in 
their  generating  equipment.  That 
too,  in  Justice's  books,  was  a  clever 
form  of  price  collusion. 

The  two  incidents  are  symptom- 
atic of  a  fundamental  problem  fac- 
ing Washington's  monopoly  fight- 
ers. They  are  floundering.  They  are 
looking  for  a  raison  d'etre.  The  tra- 
ditional   Standard   Oil  monopoly 


By  M.S.  Forbes  Jr. 

does  not  exist  any  more,  and  the 
policing  of  traditional  forms  of 
price  fixing  is  fairly  routine.  Yet 
inflation  persists.  Ergo,  in  the  anti- 
truster's  eyes,  some  sort  of  monop- 
olizing must  be  going  on,  and,  so  for 
the  last  eight  years,  the  Federal 
Trade  Commission  and  the  Justice 
Department  have  been  valiantly 
struggling  to  come  up  with  a  new 
definition  of  monopoly  to  keep  their 
hundreds  of  lawyers  occupied. 

That  is  why  we  read  more  and 
more  about  "shared"  monopolies. 
When  a  handful  of  companies 
dominate  an  industry,  such  as  autos 
or  breakfast  cereals,  that  is  a  "mo- 
nopoly" situation;  not  the  old-fash- 
ioned kind,  but  a  "shared"  one. 
This  floundering  is  also  why  we 
see  such  silly  acts  as  demanding 
that  General  Electric  and  Westing- 
house  not  make  public  some  of  their 
price  changes. 

There  is  no  necessity  for  this 


lack  of  direction,  however. 

If  the  trustbusters  want  to  make 
a  meaningful  contribution  to 
the  fight  against  inflation,  they 
should  strengthen  their  fitful  exam- 
inations in,  and  attacks  on,  the  true 
monopolies  of  our  day— profession- 
al associations  and  state  licensing 
boards.  OPEC  could  learn  much 
from  the  way  the  American  Medi- 
cal Association  has  regulated  the 
supply  of  doctors  to  make  sure  that 
MDs  earned  a  good  living.  State 
licensing  boards  for  barbers,  beau- 
ticians, tattoo  artists,  TV  and  auto 
repairmen,  jewelers,  eyeglass  fit- 
ters, realtors,  lightning  rod  sales- 
men, not  to  mention  lawyers,  have 
done  more  to  raise  the  cost  of  liv- 
ing than  old  John  D.  Rockefeller's 
oil  trust  ever  did  in  its  heyday. 

These  are  the  organizations  that 
should  be  thoroughly  investigated 
—and,  wherever  necessary,  re- 
formed or  abolished. 
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lb  everyone  who  ever  said: 
"I  wish  Swissair  flew  there." 
Swissair  flies  there. 


From  our  convenient  and  efficient 
airports  in  Zurich  and  Geneva, 
Swissair  has  45  flights  a  week  to  18 
cities  throughout  Africa.  To  every 
major  business  capital  that  your 
business  could  take  you  to.  Abidjan, 
Accra,  Algiers,  Cairo,  Casablanca, 
Dakar,  Dar  es  Salaam,  Douala, 
Johannesburg,  Khartoum,  Kinshasa, 
Lagos,  Libreville,  Monrovia,  Nairobi, 
Oran,  Tripoli  and  Tunis. 

Naturally  the  service  you  get 
on  your  flights  to  Africa  and  back  is 
consistent  with  the  service  Swissair 
has  been  providing  grateful  business 
travellers  for  years.  From  Zurich  and 
Geneva  to  90  cities  in  63  countries  on 
5  continents.  No  matter  where  in  the 
plane  you  sit,  you'll  be  treated  with  the  style,  courtesy  and  concern  you'd 
expect  in  a  fine  Swiss  hotel. 

But  Swissair's  African  service  doesn't  just  spoil  you  in  the  air. 
Our  local  offices  can  handle  your  business  or  cargo  needs  in  Africa. 
And  before  you  leave  home,  you  can  make  arrangements  with  your  local 
Swissair  office,  and  get  confirmations,  for  any  number  of  things  that  can 
help  you  do  your  business  better.  Like  secretaries,  translators  and 
conference  rooms. 

For  reservations  and  information  about  Swissair's  African  service, 
see  your  Travel  Agent,  corporate  travel  consultant,  or  any  of  the  22  local 
Swissair  offices  throughout  the  U.S.  and  Canada. 

Because  it's  comforting  to  know  that  Swissair  is  going  to  the  same 
places  you  are. 


SWISSAIR-)- 

We  take  on  the  world's  most  demanding  business  travellers. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$300,000,000 
General  Motors  Acceptance  Corporation 

$100,000,000  7.30%  Notes  Due  July  15,  1985 
$200,000,000  8%  Debentures  Due  July  15,  2007 


Interest  payable  January  15  and  July  15 


Prices 

Notes  100%  and  Accrued  Interest 
Debentures  99Vs%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  RE  A  D  &  CO.  INC.  THE  FIRST  BOSTON  CORPORA  TI0N  GOLDMAN,  SA  CHS  &  CO. 
KUHN  LOEB  &  CO.      MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH     SALOMON  BROTHERS 

Incorporated  Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DREXEL  BURNHAM  LAMBERT  HORNBLOWER,  WEEKS,  NOYES  &  TRASK 

Incorporated  Incorporated 

E.  R  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS      LOEB  RHOADES  &  CO.  INC.      PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIBAS  BECKER   WERTHEIM  &  CO.,  INC.    WHITE,  WELD  &  CO.   DEAN  WITTER  &  CO. 

Incorporated  Incorporated  Incorporated 

July  8,1977. 


The  Coming  Tax  Reform: 
Read  The  Fine  Print 


Herewith  a  preview  of  the  forthcoming  Carter  tax  reforms. 
But  remember  this:  While  the  Administration  will  propose, 
Congress  will  dispose. 


When  President  Carter  sends  his 
tax  reform  package  to  Congress  some- 
time this  fall,  it  will  contain  proposals 
that  will  deeply  affect  every  investor 
and  businessman  in  the  U.S.  The  tax 
package  could  send  the  stock  market 
soaring.  Or  it  could  be  a  dud. 

It  will  propose  making  corporate 
dividends  tax  free  for  many  share- 
holders and  taxed  at  a  very  low  rate 
for  most  others.  By  making  stock  own- 
ership more  attractive,  the  reforms  are 
supposed  to  make  it  easier  for  busi- 
ness to  raise  capital  and  create  jobs. 

But  listen  to  the  very  wise  warning 
of  New  York  Representative  Barber 
Conable,  ranking  Republican  on  the 
House  Ways  &  Means  Committee: 

"The  Ways  &  Means  Committee 
talked  a  great  deal  last  year  about 
improving  capital  formation,  [but]  it 
turned  around  and  raised  the  effective 
rate  on  substantial  capital  transactions 
from  35%  to  45%." 

Conable  cautions  businessmen  and 
investors:  "Don't  get  yourself  too  ex- 
cited about  a  particular  [tax-cutting] 
idea.  You'd  better  read  the  fine  print." 

A  good  many  businessmen  agree 
with  Conable.  They  are  worried  about 
the  fine  print  in  any  tax  bill  that  will 
pass  a  Congress  where  anti  big  busi- 
ness sentiment  is  strong. 

For  example,  it  is  virtually  certain 
that  what  is  now  left  of  the  capital 
gains  preference  will  be  eliminated. 
The  Administration  wants  this  done. 
Congress  is  almost  certain  to  oblige. 
In  other  words,  capital  gains  would 
be  treated  as  ordinary  income  and 
taxed  at  the  full  rate.  The  preference 
has  already  been  whittled  away, 
quietly.  Until  a  few  years  ago  the 
maximum  federal  tax  rate  on  capital 
gains  was  25%,  or  half  the  ordinary 
tax  rate,  whichever  was  lower.  The 


maximum  rate  is  now  45%,  and  the 
holding  period  will  lengthen  from  nine 
months  to  a  full  year  in  1978. 

The  Administration  is  going  to  offer 
a  quid  pro  quo  on  capital  gains  by 
cutting  all  personal  tax  rates.  The  max- 
imum rate  probably  will  be  dropped 
from  70%  to  50%,  the  minimum  from 
14%  to  10%  and  every  bracket  in  be- 
tween cut,  too.  This  would  make  the 
changes  in  capital  gains  taxation 
somewhat  less  confiscatory.  Carter's 
advisers  are  also  planning  to  allow 
taxpayers  to  deduct  from  regular  in- 
come all  capital  losses— not  just  $2,000 
worth.  But  even  here  there  is  fine 


second  principle  change,  easing  dou- 
ble taxation  of  dividends,  is  supposed 
to  directly  encourage  saving  and  cap- 
ital formation.  It  is  meant  as  a  boon 
to  business.  At  present,  since  corporate 
dividends  are  paid  out  of  aftertax 
profits,  the  money  is  taxed  twice, 
once  to  the  corporation,  again  when 
the  shareholder  gets  it.  This  makes 
common  stock  ownership  less  attrac- 
tive than  it  would  otherwise  be. 

The  Administration's  motives  in  re- 
ducing this  double  burden  are  fine. 
The  trouble,  again,  lies  in  the  fine 
print— in  the  concession  to  the  soak- 
big-business  sentiment  in  Congress. 


". . .  What  is  left  of  capital  gains  preferences  will  be 
eliminated.  The  Administration  wants  this  done.  Con- 
gress is  almost  certain  to  oblige. . . .  Capital  gains  would 
be  treated  as  ordinary  income  and  taxed  at  full  rate  . . ." 


print:  The  capital-loss  deduction  will 
not  apply  to  common  stocks;  for  com- 
mon stocks  the  annual  loss  limit  might 
be  $10,000-or  less.  This  latter  limi- 
tation might  be  the  final  nail  in  the 
coffin  of  venture  capital. 

No  matter  how  you  slice  it,  this 
tougher  taxation  of  capital  gains  can't 
be  called  an  incentive  to  capital  for- 
mation. Especially  so  for  the  forest 
products  companies.  Tree  growers  are 
allowed  to  count  profits  from  their 
timber  as  capital  gains,  thus  saving 
about  $400  million  in  taxes.  The  pros- 
pect of  losing  all  this  money— most  of 
which  goes  back  into  reforestation— 
hardly  makes  timber  people  or  their 
friends  in  Congress  feel  friendly  about 
the  proposed  tax  changes. 

By   contrast,   the  Administration's 


The  Carter  plan  will  probably  work 
like  this : 

Shareholders  would  get  a  credit 
against  their  taxes  for  levies  already 
paid  by  the  corporations  on  the  divi- 
dends they  receive.  This  is  known  as 
the  "dividend  gross-up"  method  or 
"shareholder  credit"  plan.  It  would  be 
complicated.  Tax  "reform"  always  is. 
The  accountants  will  love  it. 

Try  to  follow  this  arithmetic:  On 
his  tax  form,  the  stockholder  adds  a 
credit  to  his  dividend,  computes  his 
tax  on  the  total  income— dividend  plus 
"credit"— then  deducts  the  credit  from 
the  tax  owed. 

Under  one  variant  of  the  gross-up 
method  that  the  Administration  has 
under  serious  consideration,  the  share- 
holder's credit  would  be  based  on  the 
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Key  Man:  House  Ways  &  Means  Committee  Chairman  Al  Ullman  will  have  a  big  say  about  passage  of  Carter's  tax  reforms. 


company's  effective  federal  tax  rate. 
The  statutory  rate  is  48%.  In  reality, 
the  average  company  pays  between 
25%  to  35%  because  of  such  incentives 
as  the  investment  tax  credit.  If  a  com- 
pany's effective  rate  was  35%,  here  is 
what  would  happen  to  a  $100  divi- 
dend for  someone  in  the  50%  tax 
bracket: 

Dividend  received:  $100 

Gross-up    or    credit     (35/65  of 

$100) :  $54 

Total:  $154 

Tax  (50%  of  $154):  $77 

Now   subtract   the   credit  ($54) 

from  the  tax  ($77) 

Net  tax  ($77  -$54):  $23 

Net  to  shareholder:  $77 

In  this  case,  the  stockholder  pays 
only  a  23%  tax  on  his  dividend,  not 
50%.  Let's  apply  that  for  the  share- 
holder in  the  30%  bracket  receiving  a 
dividend  from  a  company  that  pays 
the  full  48%  federal  corporate  tax: 

Dividend  received:  $100 

Credit  (48/52  of  $100) :  $92 

Total:  $192 

Tax  (30%  of  $192):  $58 

Net  tax  ($58  minus  the  credit  of 

$92) :  $34  refund 

Stockholders  whose  tax  rate  is  less 
than  the  corporate  rate  would  receive 
cash  refunds  from  Uncle  Sam.  If  a 
company  paid  no  tax  and  still  paid  a 
dividend,  the  investor  would,  of 
course,  be  no  worse  off  than  he  is 
now— but  no  better  off,  either. 

For  millions  of  investors,  their  div- 


idends would  be  tax  free;  many 
would  get  a  refund.  Even  high-income 
stockholders  could  get  real  relief. 

The  Administration  has  rejected 
two  other  methods  of  doing  away 
with  double  taxation:  allowing  com- 
panies to  deduct  dividends  as  a  pre- 
tax expense  (the  same  way  interest 
is  treated) ;  and  treating  companies  as 
partnerships  where  all  the  company's 
pretax  profits  are  imputed  to  share- 
holders as  income  received  (thereby 


pressuring  corporations  to  pay  out  all 
profits).  The  latter  proposal  would 
have  been  a  devastating  blow  to  com- 
panies in  capital-intensive  industries. 

While  the  tax  credit  proposal 
should  please  most  businessmen,  there 
remains  a  good  deal  of  worrisome 
small  print.  Domestic  International 
Sales  Corporations  (DISCs),  designed 
in  1971  to  stimulate  exports,  will  be 
extinguished,  costing  corporations  $1 
billion,  for  example.  The  Administra- 
tion is  also  considering  reducing  the 
investment  tax  credit,  taxing  income 
that  is  earned  and  left  overseas  (the 
tax  is  now  deferred  until  the  profits 


are  repatriated)  and  tightening  deple- 
tion allowances.  Treasury  Secretary 
Blumenthal  makes  comforting  state- 
ments on  some  aspects  of  tax  reform; 
how  much  this  will  be  reflected  in 
the  final  package  is  questionable. 

For  capital-intensive  companies, 
there  is  more  fine  print:  If  the  share- 
holder credit  is  based  on  the  actual 
federal  tax  rate— which  is  where  the 
Administration  is  leaning— sharehold- 
ers would  get  little  credit  and  hence 


their  stocks,  very  little  boost.  The  rea- 
son is  that— because  they  earn  so  much 
in  investment  tax  credit— such  com- 
panies pay  a  relatively  low  effective 
income  tax  rate.  A  capital-intensive 
outfit  like  American  Telephone  & 
Telegraph  would  receive  little  assis- 
tance while  the  stocks  of  capital-light 
companies  such  as  advertising  agen- 
cies would  get  a  tremendous  boost. 
Companies  that  most  need  capital 
would  be  left  in  the  dust  while  those 
that  need  it  least  would  be  riding  high. 
Steels  would  remain  in  the  investor 
doghouse.  Utilities  and  rails,  which 
have  been  good  market  performers 


". . .  Companies  that  most  need  capital  would  be  left  in 
the  dust.  Steels  would  remain  in  the  investor  doghouse. 
Utilities  and  rails,  which  have  been  good  market  per- 
formers this  year,  would  lose  favor . . ." 
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this  year,  would  lose  favor. 

The  Administration  could  ease 
these  complications  by  applying  a  uni- 
form credit  rate  instead  of  the  com- 
pany's actual  effective  tax  rate.  And 
it  probably  will  require  the  corpo- 
rations to  handle  the  arithmetic  for 
their  shareholders.  Still,  business  will 
have  to  pay  what  to  many  is  an  un- 
appetizing price  in  the  way  of  re- 
duction in  current  tax  incentives. 

Considering  all  this,  it's  not  surpris- 
ing that  business  is  nervous  about 
these  "reforms"  intended  to  encourage 
formation  of  capital.  Only  a  few  years 
ago,  executives  were  positively  purr- 
ing over  the  prospect  of  reducing  the 
double  taxation  of  dividends.  Now 
they  are  not  so  sure.  Considering 
the  soak-the-prosperous,  soak-big- 
business  mood  that  prevails  in  Con- 
gress, the  Administration  must  not 
seem  to  be  doing  too  much  for  cap- 
italists. As  a  recent  Business  Round- 
table  paper  said:  "There  is  a  real  risk 
that  the  business  community  would 
pay  a  prohibitive  price  for  removal  of 
this  inequity  [double  taxation]." 

The  Administration  counters  by 
saying  that  businessmen  just  don't  like 
change— even  when  it  is  in  their  favor. 
The  Administration's  Laurence  N. 
Woodworth  is  Assistant  Secretary  of 
the  Treasury  in  charge  of  tax  policy, 
and  a  man  who  spent  33  years  help- 
ing the  Ways  &  Means  Committee 


write  tax  law.  Woodworth  compares 
businessmen's  present  nervousness 
with  business'  reaction  when  the  in- 
vestment tax  credit  was  first  proposed 
in  1962:  "They  were  very  unhappy 
about  it  because  they  didn't  know  what 
it  was.  They  really  don't  know  what 
integration  [of  corporate  and  personal 
tax  rates]  is.  They  don't  know  what 
the  effect  will  be  on  the  flow  of  funds. 


They  have  the  opportunity  to  increase 
their  cash  flows  with  this,  but  a  lot 
of  them  don't  think  so." 

Woodworth's  point  is  that,  with  a 
credit  boosting  the  aftertax  take  from 
dividends,  a  company  would  be  able 
to  hold  down  its  percentage  payout 
as  earnings  rise  and  thus  hold  on  to 
a  larger  proportion  of  earnings. 

But  Alan  Greenspan,  former  head 
of  the  Council  of  Economic  Advisers 
under  Gerald  Ford,  takes  a  different 
view.  He  regards  the  complexities  and 
twists  and  turns  of  the  proposed  re- 
forms as  the  result  of  simple  political 
cowardice.  Says  Greenspan:  "The  sim- 


plest, most  effective  and  cleanest  way 
of  easing  double  taxation  is  to  lower 
the  48%  corporate  tax  rate.  But  the 
Administration  apparently  believes 
that  cutting  the  corporate  tax  rate  is 
politically  very  difficult." 

In  the  end,  nobody  really  knows 
how  incentive  given  and  incentive 
taken  away  will  balance  out.  Venture 
capitalists  complain  that  the  whittling 


away  of  the  capital-gains  preference 
has  already  almost  put  them  out  of 
business;  what  happens  to  the  raising 
of  money  for  new  business,  they  ask, 
when  capital  gains  are  no  different 
from  ordinary  income?  And  will 
wealthy  families  be  willing  to  sell 
long-held  stocks  or  businesses  when 
they  may  have  to  give  close  to  half 
the  proceeds  to  the  government? 

Many  important  details  are  as  yet 
unknown  and  undecided.  On  dividend 
integration,  how  will  tax-free  stock- 
holders, such  as  pension  funds,  be 
treated?  Or  foreign  stockholders? 
With  effective  taxes  on  most  dividends 
much  lower,  will  investors  be  allowed 
to  deduct,  as  they  now  do,  the  inter- 
est on  their  margin  debt?  These  are 
some  of  the  details  the  Administration 
will  have  to  answer  before  Sept.  23, 
when  Carter  promised  his  plan  would 
be  ready. 

There  are  other  questions.  How 
much  will  Carter  be  willing  to  give 
up  in  immediate  tax  revenues  to  get 
his  package  through  Congress?— $5 
billion?  or  $15  billion?  If  the  President 
is  to  reach  his  goal  of  balancing  the 
budget  by  1981,  under  his  projections, 
tax  receipts  would  have  to  reach  21% 
of  gross  national  product  (it  is  cur- 
rently 18.6%),  a  level  that  hasn't  been 
reached  except  in  wartime.  Will  Car- 
ter be  willing  to  gamble  that  substan- 
tial tax  cuts  will  end  up  giving  the 
Treasury  more  than  it  loses? 

More  important,  what  will  Congress 
do?  Will  it,  as  Representative  Conable 
suspects,  emphasize  the  penalties  on 
business  and  capital  and  ignore  the 
rewards?  In  recent  years  Congress  has 
been  disposed  to  consider  equalization 
of  incomes  as  a  more  important  goal 
than  the  creation  of  capital  and  the 
encouragement  of  savings.  So  it  is  not 
surprising  that  businessmen  are  skep- 
tical and  nervous.  It  could  be  that 
they  are  looking  a  gift  horse  in  the 
mouth.  But  it  could  also  be  that  they 
are  correct  to  be  suspicious.  ■ 
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Carter's  Stockholder  Bonanza 

The  Carter  Administration  may  give  dividend-receiving  stockholders  a 
huge  break.  How?  By  granting  them  a  credit  for  taxes  corporations  pay 
Uncle  Sam.  Assuming  the  credit  is  based  on  a  corporate  tax  rate  of  35%, 
below  is  what  stockholders  in  the  30%  and  50%  tax  brackets  would  net 
after  federal  income  taxes  from  a  random  sample  of  companies. 


30%  Tax  Bracket 

50%  Tax  Bracket 

Indicated 

After  Tax 

After  Tax 

Dividend  Income 

Divide 

nd  Income 

Dividends 

f 

A 

A 

Per 

Shareholder 

Shareholder 

100 

Present 

Credit 

Present 

Credit 

Company 

Shares 

Law 

Method 

Law 

Method 

American  Tel  &  Tel 

$420 

$294 

$452 

$210 

$323 

Burlington  Northern 

160 

112 

172 

80 

123 

CBS 

200 

140 

216 

100 

154 

Citicorp 

106 

74 

114 

53 

81 

Consolidated  Edison 

200 

140 

216 

100 

154 

Dayton  Hudson 

120 

84 

129 

60 

92 

General  Foods 

164 

115 

176 

82 

126 

General  Mills 

88 

62 

94 

44 

67 

Levi  Strauss 

80 

56 

86 

40 

61 

McDonald's 

20 

14 

22 

10 

15 

Time  Inc 

130 

91 

140 

65 

100 

Wells  Fargo 

112 

78 

120 

56 

86 
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". . .  Business  is  nervous  about  these  'reforms/ ...  As  a 
recent  Business  Roundtable  paper  said:  There  is  real 
risk  the  business  community  would  pay  a  prohibitive 
price  for  removal  of  this  inequity  [double  taxation]' . . ." 


Race  Against  Time 

Dome  Petroleum  is  searching  for  gas  in  the  most 
hostile  environment  drilling  crews  have  ever  faced. 
The  payout  may  be  enormous— but  so  are  the  risks. 


By  WILLIAM  SCHMICK 

If  the  south  wind  blows,  Dome  Pe- 
troleum's Canmar  exploration  division 
will  have  75  drilling  days  left  this  sum- 
mer before  polar  ice  and  howling  bliz- 
zards reclaim  the  Beaufort  Sea  on 
Canada's  arctic  frontier. 

If  the  north  wind  prevails,  Dome's 
$225-million  drilling  fleet  will  have  to 
sit  out  its  second  unproductive  year 
with  four  $35-million  wells  still  un- 


Dome  Chairman  John  P.  Gallagher: 

"We  feel  the  risks  are  high— but  so  are 
the  rewards  in  the  Beaufort  Sea." 


completed  in  the  biggest  gamble 
Dome  has  ever  taken,  in  the  most 
hostile  place  men  have  ever  drilled  for 
oil  and  gas. 

At  stake  is  enough  potential  pe- 
troleum to  nearly  double  Canada's 
known  reserves.  The  Mackenzie  Delta 
and  Beaufort  Sea  areas  are  estimated 
to  contain  as  much  as  6  billion  to  8  bil- 
lion barrels  of  oil  and  over  65  trillion 
cubic  feet  of  gas  vs.  Canada's  prov- 
en reserves  of  8.5  billion  barrels  of 
oil  and  84  trillion  cubic  feet  of  gas. 

So  why  is  little  Dome,  a  27-year-old, 
$385-million  (revenues)  independent, 
taking  this  gamble  instead  of  the  ma- 
jors? It's  the  kind  of  exhilarating  game 
Dome  Chairman  John  P.  Gallagher 
thrives  on.  And  he  can  afford  it:  Gal- 
lagher's Calgary-based  company  may 
be  highly  leveraged— it  has  a  2.2  debt/ 
equity  ratio— but  it  is  also  highly  prof- 
itable (estimated  $140-million  cash 
flow  this  year).  Dome's  genesis  is  pri- 
marily American.  It  was  created  by  a 
group  of  investors  including  John 
Loeb,  74-year-old  founder  of  the  New 
York  investment  house  Loeb,  Rhoades 
&  Co.,  Inc.  But  Dome  turned  itself  in- 
to a  Canadian  company  last  year, 
partly  through  stock  transactions  with 
Canada's  Dome  Mines,  so  it  can  take 
full  advantage  of  Canada's  generous 
new  depletion  allowances. 

But  time  is  Dome's  nemesis,  and 
time  is  running  out.  Its  Canadian  gov- 
ernment drilling  permits  last  only  until 
1979  (they  are  then  subject  to  annual 
review),  and  in  the  Arctic,  every  day 
counts. 

Last  summer  the  company  struck 
gas  in  the  Beaufort,  but  with  winter 
closing  in  the  drilling  crew  was  forced 
to  plug  and  temporarily  abandon  the 
well.  This  summer  crews  are  drill- 
ing in  an  adjacent  formation. 

Despite  its  small  size  by  oil  indus- 
try standards,  Dome  is  Canada's  larg- 
est natural  gas  liquids  producer  and 
wholesale  marketer,  and  50%  owner  of 
an  integrated  system  of  fractionation 
plants,  transmission  pipelines  and  un- 
derground storage  tanks.  The  company 
also  has  a  stake  in  some  lucrative 
fields:  working  interests  in  23  million 


acres  of  oil  and  gas  and  14  million 
royalty  acres  in  the  Beaufort  Sea  and 
the  Arctic. 

Loeb,  who  is  still  active  in  both 
Dome  and  Loeb,  Rhoades,  joined  with 
promoters  William  Morton,  another  di- 
rector; the  late  Clifford  Michel,  for- 
mer partner  at  Loeb,  Rhoades;  and 
Dean  Mathey,  former  chairman  of 
New  York's  old  Empire  Trust,  in  put- 
ting Dome  together  in  1950. 

In  those  days  it  had  a  total  capital- 
ization of  $250,000  and  $7.5  mil- 
lion in  debt.  Today  Dome  has  net  as- 
sets estimated  at  over  $760  million. 
With  Canadian  oil  up  $2.75  a  barrel 
in  the  last  two  years  (it's  now  $10.75), 
Dome's  net  income  will  probably  ex- 
ceed last  year's  $55.3  million-$4.80 
a  share  on  12.1  million  shares.  Return 
on  equity  has  climbed  from  11.7%  to 
30.2%  in  five  years.  But  Dome  has 
never  paid  a  dividend  and  won't 
pay  taxes  until  some  time  in  the  Eigh- 
ties because  of  exploration  costs  and 
depletion  allowances. 

"Looked  at  without  the  Beaufort," 
Loeb  says  proudly,  "you'll  realize  that 
starting  from  nothing  27  years  ago, 
Dome  has  a  fine  record." 

Looked  at  with  the  Beaufort,  how- 
ever, things  look  pretty  strained.  To- 
tal debt  last  year— much  of  it  incurred 
for  the  Beaufort— was  $372  million 
and  this  year  it  will  rise  to  over  $400 
million,  compared  with  equity  of 
$227  million.  But  generating  money 
the  way  Dome  does  should  help  carry 
the  burden. 

While  his  drilling  crews  race  the 
clock,  Gallagher  is  looking  for  more 
financing  for  his  current  exploration 
program.  Roughly  75%  of  the  $210- 
million  cost  has  already  been  commit- 
ted by  Dome  and  its  drilling  part- 
ners, Hunt  International  and  Gulf  Oil 
Corp.  Gallagher  is  offering  companies 
a  percentage  of  the  play  for  the  ad- 
ditional 25%  financing.  He  may  have 
problems;  a  similar  offer  last  year  pro- 
duced no  takers. 

Dome's  strategy  runs  this  way:  In- 
crease cash  flow  from  other  divisions 
in  order  to  finance  exploration;  con- 
tinue to  participate  in  new  explora- 
tion plays  with  other  investors.  Final- 
ly, acquire  expertise  in  arctic  drilling, 
then,  with  the  only  fleet  with  arctic 
capability  in  the  world,  operate  as  a 
drilling  contractor  in  other  countries. 

A  tall,  silver-haired  geologist,  the 
61-year-old  Gallagher  makes  no  apol- 
ogy for  Dome's  lack  of  dividends  or 
the  scope  of  the  Beaufort  gamble. 
"This  is  the  type  of  company  that 
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Dome's 
Dilemma 


Once  it  finds  oil  and  gas,  how  will 
Dome  get  them  out  of  the  Beaufort? 
Canada  is  undecided  on  the  route. 
Dome  prefers  the  Mackenzie  Valley 
and  is  unhappy  with  the  only  pres- 
ent alternative— Alcan's  Dempster 
route.  Dome  Chairman  John  P.  Gal- 
lagher's fall-back  position:  $1.5 
billion  worth  of  tankers.  "Unfeasi- 
ble," says  one  expert. 


wants  to  plow  back  everything  it 
can  generate  in  order  to  build  asset 
value,"  he  says.  "There  should  only  be 
a  certain  type  of  shareholder  in  our 
company  right  now— the  kind  that  will 
look  for  returns  on  capital  gains  rather 
than  dividends." 

Gallagher  might  intimidate  any  oth- 
er kind.  Born  in  Winnipeg,  son  of  an 
Irish  immigrant,  he  graduated  with  a 
geology  degree  from  the  University  of 
Manitoba  and  spent  two  years  explor- 
ing in  the  Arctic  for  the  Canadian 
government.  Then  he  worked  for  Shell 
and  Standard  Oil  of  New  Jersey  (now 
Exxon)  in  the  Middle  East  and  the 
jungles  of  Central  and  South  America 
before  Loeb  and  his  group  recruited 
him  in  1950.  He  was  Dome's  first,  and 
for  two  years  its  only,  male  employee. 
"Gallagher,"  says  Loeb,  "is  95%  re- 
sponsible for  Dome's  success." 

That  success  began  with  wildcat 
oil  and  gas  strikes  in  Alberta  in  1951- 
53,  which  moved  the  company  into 
production  and  sale  of  oil  and  gas 
(last  year  over  11  million  barrels  of  oil 
and  52  billion  cubic  feet  of  gas ) . 

The  Beaufort  isn't  Dome's  only  big 
play.  With  Dow  Chemical  of  Canada 
and  Alberta  Gas  Trunk  Line  it  is 
building  the  $1.3-billion  trans-Canada 
Cochin  pipeline  system,  to  be  com- 
pleted by  1978,  which  will  transport 
various  liquefied  petroleum  gases 
from  Alberta  to  the  U.S.  and  Canadi- 
an East.  Analyst  Robert  Robinson  of 
Wood  Gundy  in  Toronto  estimates 
revenue  from  the  Cochin  alone  could 


contribute  over  $1  per  share  to  earn- 
ings by  the  1980s. 

But  Beaufort  could  make  or  break 
Dome.  Making  the  gamble  even  hairier 
is  the  problem  of  getting  the  gas  out  if 
Dome  finds  it.  In  July  Canada's  Na- 
tional Energy  Board  tentatively  ruled 
in  favor  of  the  Alcan  Pipeline  group, 
a  U.S. -Canadian  consortium,  which 
wants  to  build  a  line  to  bring  north- 
ern gas  to  southern  markets.  But  the 
Alcan  proposal  currently  under  study 
could  not  handle  a  big  Beaufort  find. 
So  how  would  Dome  get  its  gas  out 
if  the  Alcan  decision  stands? 


Gallagher  is  probably  counting  on  the 
National  Energy  Board  changing  its 
mind  about  the  pipeline  route  if  he 
hits  big  quantities  of  gas;  without  big 
new  discoveries,  Canada  faces  a  mas- 
sive drain  on  its  balance  of  payments 
by  1980  and  it  would  be  unlikely  to 
leave  a  big  deposit  under  the  ice. 

According  to  joint  NEB-industry 
studies,  the  Beaufort  Sea  area  has  the 
greatest  potential  for  oil  and  gas  in 
Canada.  But  there's  no  sure  way  to 
know  without  drilling.  The  North  Sea 
yielded  over  500  dry  holes  before  it 
paid  off.  It  may  take  that  kind  of 


". . .  'Nothing  is  impossible/  reasons  Dome's  chairman, 

John  P.  Gallagher.  'If  your  country  can  put  a  man  on 

the  moon,  why  can't  we  succeed  in  the  Beaufort  Sea?' . . .' 


"By  tanker,"  says  Gallagher  casual- 
ly, as  if  three  class-ten-hulled  tankers 
and  a  high-powered  icebreaker  at  a 
cost  of  $1.5  billion  were  an  everyday 
undertaking. 

"Then,"  he  says,  warming  to  the 
possibilities,  "Dome  could  build  a 
liquefaction  plant  in  the  South, 
mounted  on  barges,  and  pull  it  up  in 
the  summer.  We  could  liquefy  the 
gas  and  transport  it  to  the  east  coast 
of  Canada  or  the  U.S." 

Feasible?  "I  would  say  it  is  totally 
uneconomical  and  unfeasible,"  ex- 
claims analyst  Robinson,  a  veteran  fol- 
lower of  Dome's  exploits.  Realistically, 


trial  and  error  in  the  Beaufort.  Can 
Dome  afford  it? 

"Nothing  is  impossible,"  reasons  Gal- 
lagher. "If  your  country  can  put  a 
man  on  the  moon,"  he  told  a  Forbes 
reporter  recently,  "why  can't  we  suc- 
ceed in  the  Beaufort?'' 

Maybe  he  can.  Certainly  his  rec- 
ord is  good.  And  John  Loeb  doesn't 
have  a  history  of  backing  losers.  But 
although  analysts  expect  Dome  to 
earn  $6.50  a  share  this  year,  its  stock 
recently  traded  on  the  American  Stock- 
Exchange  at  just  a  shade  over  40. 
Six  times  projected  earnings!  Investors 
are  watching  and  waiting.  ■ 
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Why  Natural  Gas  Probably 
Won't  Be  Deregulated 

Government  controls,  once  started,  are  tough  to 
roll  back.  Consider  the  situation  in  natural  gas. 


What  started  out  as  brave  talk  about 
deregulating  the  price  of  natural  gas 
in  the  interstate  market  is  now  turn- 
ing into  a  gloomy  prospect  that,  in- 
stead, regulation  will  spread  to  the 
intrastate  market.  It's  ironic— when 
every  thinking  person  agrees  that  23 
years  of  controls  have  been  a  disaster 
—but  that's  what's  happening. 

"It's  absurd!"  says  Representative 
Robert  C.  Krueger,  the  intellectual 
Texas  congressman  who  wants  to  de- 
regulate natural  gas  in  order  to  stim- 
ulate exploration  and  to  discourage 
profligate  use.  Absurd  it  may  be,  but 
even  some  segments  of  the  gas  indus- 
try itself  may  wind  up  behind  some 
variation  of  President  Carter's  propos- 
al that  would  have  the  effect  of  rais- 
ing the  price  of  new  gas  by  steps, 
but  would  bar  deregulation.  (The 


Krueger  Of  Texas:  With  controls  on 
intrastate  gas,  he  says,  will  come 
federal  allocations— and  cutbacks. 


Carter  proposal  would  tie  the  price 
of  newly  discovered  natural  gas  to 
the  price  of  domestic  oil,  raising  gas 
initially  from  the  current  $1.45  per 
thousand  cubic  feet  to  $1.75) . 

Balancing  the  higher  price  on 
"new"  natural  gas,  the  Carter  propos- 
al would  extend  regulation.  At  pres- 
ent, gas  that  moves  from  one  state  to 
another  is  regulated,  but  gas  used 
within  the  state  that  produces  it— 
intrastate  gas— is  not  price  controlled. 
Carter  would  bring  some  of  that,  too, 
under  regulation.  So  gas  producers 
would  get  somewhat  higher  prices. 
But  they  would  be  almost  totally  en- 
meshed in  regulation,  instead  of  only 
partly  so. 

Here  is  why: 

Texas  sits  in  the  middle  of  trillions 
of  cubic  feet  of  natural  gas,  but  its 
citizens  pay  some  of  the  highest  gas 
rates  in  the  nation  because  they  burn 
unregulated  Texas  gas  ($2.84  per 
thousand  cubic  feet  to  the  consumer 
in  the  gas-rich  Houston  metropolitan 
area  last  winter,  for  example,  vs.  $1.82 
in  Minneapolis-St.  Paul). 

Why?  Buoyed  by  demand  from 
booming  industry  (much  of  it  attract- 
ed by  plentiful  gas  in  the  first  place), 
new  Texas  gas  is  now  selling  at  up  to 
$2  per  thousand  cubic  feet  at  the 
wellhead  in  the  state's  unregulated  in- 
trastate market.  That's  55  cents  above 
the  current  interstate  ceiling,  and  near 
the  energy-equivalent  price  of  import- 
ed oil. 

All  gas  pipelines  include  produc- 
tion of  various  prices,  from  contracts 
old  and  new.  This  mix  averages  about 
$1.14  intrastate  in  Texas  but  as  low 
as  50  cents  in  interstate  pipelines  that 
cany  it  to  markets  elsewhere.  It's 
often  so  low,  in  fact,  that  gas  at  much 
higher  prices  could  be  "rolled  in" 
without  substantially  raising  the  total 
price  to  interstate  customers. 

Not  so  the  intrastate  customers. 
Since  they  are  already  paying  higher 
prices  on  average  for  their  own  gas 
than  people  in  other  states,  decontrol 
of  "new"  gas  would  hit  them  much 
harder;  they  don't  have  all  that  much 
cheap  "old"  gas  in  their  mix. 
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Candidate  Carter  pledged  to  de- 
regulate gas  last  summer  but  Presi- 
dent Carter  changed  his  mind.  "Last 
winter's  emergency  really  changed 
things,"  says  an  aide  to  energy  ad- 
visor James  R.  Schlesinger.  When  the 
government  decreed  emergency  pur- 
chases outside  federal  ceilings  by  in- 
terstate pipelines,  he  says,  "we  had 
politicians  from  the  [gas-producing] 
regions  telling  us  not  to  go  the  free 
market  then." 

As  a  concept,  "deregulation"  is  still 
broadly  backed  by  Texans.  Governor 
Dolph  Briscoe  remains  a  leader  in  the 
fight  for  total  new  gas  deregulation, 
but  Attorney  General  John  L.  Hill 
talks  of  "phased  deregulation"  over  a 
period  of  time.  Houston  Natural  Gas 
Chairman  Robert  R.  Herring  also  backs 
phased  deregulation  with  interim  ceil- 
ings on  both  interstate  and  intra- 
state gas.  In  short,  some  Texans  are 
beginning  to  lose  some  of  their  ap- 
petite for  an  immediate  free-market 
solution. 

How  much  higher  would  Texas  gas 
go  under  deregulation?  Even  Krueger 
believes  it  might  go  to  $2.25  or  $2.40 
over  the  short  term.  It  will  fall,  he 
says,  when  production  is  stimulated 
by  the  higher  prices  and  industries 
with  alternative  fuel  facilities  already 
in  place  switch  to  fuel  oil  or  other 
sources.  Maybe  so.  But,  says  W.J. 
Bowen,  president  of  the  Houston  in- 
terstate pipeline  company  Transco: 
"I  would  say  we'd  pay  $2  or  $2.25, 
and  we  might  pay  more.  I  don't 
know  where  it  would  end." 

The  Carter  Administration,  with  its 
singularly  gloomy  view  of  the  possi- 
bility of  increasing  the  nation's  oil  and 
gas  production,  is  already  opposed  to 
deregulation. 

With  signs  of  cracks  in  the  coali- 
tion fighting  for  a  free-market  price 
for  natural  gas,  it  now  looks  as  if  de- 
regulation is  in  trouble— although  the 
coalition  will  fight  on. 

"It  is  so  absurd,"  says  Krueger,  a 
meticulously  spoken  Oxford  graduate 
and  former  dean  of  arts  and  sciences 
at  Duke  University.  "In  order  to  pro- 
tect the  consumer,  we  put  the  price 
at  50  cents  and  then  we  turn  around 
and  mix  in  with  it  [Algerian]  gas  at 
$3.50  and  the  consumers  don't  really 
know  what  is  happening.  They  don't 
blame  the  Algerians.  They  blame  the 
'gas  barons.'  The  policy  that  we  need 
to  take  us  into  the  21st  century  does 
not  seem  to  be  the  policy  that  will  get 
a  politician  elected  in  two  years.  Or 
four  years."  ■ 
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The  Amazing 
Daisies 


Big  companies  still  need  little  companies — often 
urgently.  Which  is  why  these  daisies  bloomed. 


Tins  is  a  story  about  some  very 
large  companies— International  Busi- 
ness Machines,  Xerox  and  Exxon— 
and  two  small  ones,  both  peripheral 
equipment  manufacturers  in  Hay- 
ward,  Calif.  It  is  also  about  a  daisy 
that  is  making  the  large  companies 
come  to  the  small  ones. 

The  daisy  in  question  is  the  daisy 
wheel  typing  unit,  a  three-inch-diam- 
eter disc,  light  as  a  feather,  with 
typewriter  letters  on  spokes  radiating 
from  its  center.  Whirring  away,  it  can 
write  up  to  55  characters  per  second 
as  compared  with  just  15  for  the  cur- 
rent standard  of  the  industry,  the  IBM 
Selectric's  familiar  metal  ball.  The 
daisy  is  the  key  part  in  a  new  genera- 
tion of  typewriter-quality  printers  try- 
ing to  muscle  in  on  a  potential  $500- 
million  market  next  year  for  automat- 
ed typewriter  systems. 

IBM  is  buying  its  daisy  wheel 
printers  this  year  from  a  tiny,  pri- 
vately owned  company  called  Qume 
Corp.  It  was  either  that  or  the  more 
embarrassing  recourse  of  buying  them 
from  Qume's  larger  (though  still 
small)  Hayward  neighbor,  antecedent 
and  sometime  bitter  enemy,  Xerox' 
Diablo  Systems. 

IBM  introduced  an  electric  type- 
writer in  the  1930s  and  its  famous  ball 


in  the  1960s.  Through  all  improve- 
ments since— hooking  the  Selectric  to  a 
magnetic  tape,  adding  a  processor 
and  memory— IBM  has  continued  to 
dominate  what  the  industry  calls  the 
"word-processing"  field,  just  as  it  does 
in  data  processing. 

But  where  once  it  owned  the  mar- 
ket, it  now  faces  competition  from 
more  than  50  U.S.  companies,  and 
IBM  must  watch  its  flanks.  Stung  by 
IBM's  foray  into  copiers,  Xerox  de- 
termined to  invade  IBM's  word-pro- 
cessing turf.  At  one  end  of  the  low-to- 
medium  priced  letter-quality  printing 
equipment  spectrum  is  the  typewrit- 
er—where IBM  dominates  with  its 
electric  machines.  At  the  other  end 
are  the  expensive  (up  to  $28,000) 
ink-jet  System  6  printer.  Here,  too, 
IBM  dominates.  Xerox— and  others- 
are  aiming  at  any  gap  they  can  find 
in  that  wide  range  between  the  $600 
typewriter  and  the  $28,000  compu- 
terized ink- jet  system.  It  is  by  exploit- 
ing such  gaps  in  the  IBM  product 
line  that  competitors  usually  hope  to 
prosper.  This  gap  is  sizable— analyst 
Daniel  Lavery  of  Quantum  Science 
Corp.  estimates  that  in  1978  up  to 
51,000  printers  in  the  medium 
$7,000-to-$  12,000  range  could  be 
sold.  So  the  tiny  daisy  wheel  is  giv- 


Wheel  Of  Fortune:  Qume  Vice  Presi- 
dent David  Lee  holds  the  daisy  wheel, 
each  spoke  of  which  prints  a  letter. 


ing  gigantic  Xerox  its  opportunity. 

It  started  in  the  1960s,  when  Dr. 
Andrew  Gabor,  now  a  Xerox  research 
engineer,  George  Comstock,  later 
president  of  Diablo  Systems,  and  a 
Chinese-bom  mechanical  engineer, 
David  Lee,  were  working  for  Singer 
Corp.'s  old  Friden  division.  Friden 
was  trying  to  develop  a  printer  using 
an  early  daisy  wheel.  But  it  never 
worked.  The  stress,  when  the  typing 
liaimni'i  struck  a  key  and  momentari- 
ly immobilized  the  wheel,  broke  the 
slender  spokes. 

In  late  1969  Comstock  and  Gabor 
left  to  set  up  a  company  of  their  own 
—Diablo.  They  persuaded  Lee  to  join 
it,  and  set  about  designing  a  new 
word-terminal  printer.  Says  Lee:  "I 
thought  we  could  make  the  thing 
work.  Stop,  print,  then  go  again.  That 
is  the  trick." 

It  was  quite  a  trick,  but  it  worked. 
Designing  a  wheel  that  stopped  for  a 
mierofraction  of  a  second  every  time 
a  key  was  struck,  Diablo's  team  pro- 
duced the  first  workable  daisy  wheel 
system,  and  in  late  1971  put  it  into 
production. 

Xerox  was  looking  for  a  peripheral 
equipment  company.  In  1972  it  ac- 
quired Diablo,  then  only  $8  million 
in  sales,  for  $29  million  in  stock. 

A  year  later  Lee  and  a  former  Sing- 
er supervisor,  Lon  Israel,  set  up 
Qume,  backed  by  Sutter  Hill  Ventures 
of  Palo  Alto,  Calif,  and  J.  H.  Whitney 
of  New  York  City.  The  two  venture 
capital  firms,  who  brought  in  Robert 
E.  Schroeder,  a  vice  president  of 
Cummins  Engine  Co.,  as  president, 
are  still  the  largest  stockholders.  Lee, 
Israel  and  Schroeder  also  own  stock, 
and  Exxon  Corp.,  diversifying  into 
office  products  in  recent  years,  has 
about  a  10%  position. 

In  1974  Qume  brought  out  its  first 
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Fields  Of  Daisies:  Qume  President  Bob  Schroeder  (left)  with  Lee.  To  shore 

up  a  gap  in  its  own  markets,  IBM  is  buying  printers  from  their  tiny  company. 


daisy  wheel  printer— and  the  next 
year  Diablo  sued  both  the  company 
and  Lee  For  patent  infringement  and 
trade  secret  abuse.  Qume  countei 
sued  lor  antitrust  violations.  Late  last 
year,   the  litigation   was  settled   in  a 

cross-licensing  agreement.  Since  then, 

the  daisies  have  bloomed, 

Lee's  engineer*  pushed  the  daisy 
wheel"s  speed  up  bom  37  characters 
a  second  to  45,  then  55,  and  Qume 
recently  announced  a  two-headed 
printer  with  a  speed  of  75.  Qume's 
sales  have  grown  from  $1.7  million  in 
its  1975  fiscal  year  to  $19.5  million 
in  the  fiscal  year  ending  this  spring, 
and  are  expected  to  double  next  year. 


Diablo's  numbers  are  swallowed  up  in 
Xerox'  profit  and  loss  statement;  but 
it  is  larger  than  Qume  and  is  be- 
lieved to  be  growing  at  a  proportion- 
ate rate. 

In  June  IBM  announced  that  its 
new  6240  automated  typewriter 
system  will  use  daisy  wheel  printer 
subassemblies  built  by  the  indepen- 
dent Qume.  The  decision  was  made, 
an  IBM  spokesman  says,  "because  at 
this  time  IBM  has  a  specific  require- 
ment for  a  printer  with  [those]  par- 
ticular capabilities." 

The  situation  is  fascinating:  Were 
IBM  to  develop  its  own  daisy  wheel, 
it  might  either  face  a  David-and-Co- 


liath  lawsuit  or  be  forced  to  license 
part  of  the  technology  from  arch- 
enemy Xerox.  (The  daisy  wheel  it- 
self is  not  patented,  but  Qume  and 
Diablo  each  hold  patents  on  different 
parts  of  the  printer  system.) 

How  long  will  the  daisy  bloom  for 
Qume  and  Diablo?  Who  knows? 
Within  five  to  ten  years  IBM's  faster 
ink-jet  printers  may  be  competitively 
priced  in  the  medium-  and  low- 
priced  field. 

But  for  now,  the  existence  of  Di- 
ablo and  Qume  show  once  again  that 
giant  companies  are  not  invulnerable, 
and  that  new  enterprise  is  not  yet 
dead  in  the  U.S.  ■ 


Harvey  Hubbell,  Harvey  Hubbell 


Never  heard  of  the  company?  Chances  are  that  not  a  day  passes 
you  don't  use  one  or  more  of  the  products  it  developed. 


Harvei  Hubbell?  Sounds  like  the 
name  <>l  a  hoi  new  lefthander  in  the 
National  League  oi  a  last  food  fran- 
chise. But  Harvej  Hubbell  was  nei- 
ther oi  these.  Me  was  the  man  who 
tinned  on  Thomas  Edison. 

Harvey  Hubbell  invented  the  socket 

with  (lie  little  beaded  pull  chain  with- 
out which  Edison's  light  bulb  might 
never  have  replaced  the  kerosene 
lamp.  Before  he  died  in  H)27  Hubbell 
was  also  responsible  lor  lots  ol  other 
important  but  overlooked  inventions 
through  his  Bridgeport,  Conn,  manu- 
facturing company.  Among  them:  the 
toggle  switch  and  the  conventional 

wall  socket.   In   fact,  unless  you  are 

reading  this  on  safari,  there  is  prob- 
ably a  Harvey  Hubbell  invention 
within  si\  feel  of  you  right  now. 

Harvey  Hubbell,  the  company,  lives 
on,  lushly  headquartered  above  a 
goose-filled  pond  in  surburban  Or- 
ange, Conn.  Like  its  founder,  Harvey 
Hubbell,  inc.  is  unsung,  enduring  and 
unusually  productive.  Last  year— when 
it  eanied  $3.59  a  share  ($15  million) 
on  sales  of  $192  million-was  the  com- 
pany's Kith  straight  year  of  record 
earnings.  Return  on  equity  in  1976 
was  14.3%. 

Harvey  Hubbell,  inconspicuously 
traded  on  the  American  Stock  Ex- 
change, hasn't  maintained  that  pace 
on  toggle  switch  sales  alone.  In  1961, 
with  just  $22  million  in  volume  from 
its  original  wiring  devices  business, 
conservatively  run  HH  set  out  to 
break  its  cyclical  earnings  patterns 
through  acquisitions  within  its  narrow 
field  of  nonconsumer  electrical  prod- 
ucts manufacturing.  Since  then,  I  II  I 
has  bought  16  companies,  some  for 


stock,  some  for  cash,  with  barely  a 
(  linker  among  them. 

Its  high-margined  wiring  device  di- 
vision remains  strong,  producing 
about  30%  of  sales  and  an  estimated 
50%  of  profits.  But  HH  today  also 
makes  specialized  wire  and  cable,  in- 
dustrial controls  (including  its  Ensign 
Electric  equipment  used  in  coal  min- 
ing), outdoor  lighting  for  stadiums 
and  shopping  centers,  and  an  array 
ol  related  products. 

In  most  of  its  product  areas,  Harvey 
Hubbell  is  up  against  formidable  com- 
petitors, such  as  General  Electric  Co., 
in  the  wiring  device  business.  Still, 


". . .  There  is  probably  a 
Harvey  Hubbell  invention 
within  six  feet  of  you  . . ." 


HH,  which  sells  its  electrical  connec- 
tors, plugs  and  other  such  devices 
through  over  1,000  U.S.  distributors, 
is  far  and  away  the  market  leader, 
despite  generally  higher  prices  and 
its  subdued  market  image. 

The    emphasis    on    quality  that 

marks  Harvey  Hubbcll's  manufactur- 
ing and  marketing  evidently  over- 
laps into  its  acquisition  policies.  In 
16  years  of  aggressive  company  buy- 
ing there  have  been  no  writeoffs  and 
only  two  spinolls  ol  minor  operations. 
Robert  Dixon,  58,  an  ex-engineer  who 
lias  inn  Hubbell  since  1973,  explains: 
"When  we  acquire  a  company  we  are 
concerned  with  the  value  added  it 
will  give  us— in  marketing,  manufac- 
turing, engineering— its  position  in  the 


marketplace  and  what  future  invest 
ment  we  will  have  to  make  in  it.  We 
are  not  primarily  interested  in  its  im- 
mediate earnings.  If  it  isn't  going  to 
build  for  us  in  the  future,  we  don't 
want  it." 

Nevertheless,  Hubbcll's  most  re- 
cently acquired  company,  Hermetic 
Refrigeration,  a  southwestern  manu- 
facturer of  refrigerator  compressors, 
came  in  very  handy  last  year.  In  1975 
sales  of  its  Kerite  division  began  slip- 
ping—from $38  million  to  $33  million 
—largely  because  of  a  falloff  in  orders 
from  utilities  for  its  high-quality, 
high-priced  electric  cable.  Last  year 
Kerite's  sales  dip  was  even  steeper, 
down  to  $26  million.  But  the  acquisi- 
tion of  Hermetic  Refrigeration  early 
in  the  year  brought  about  $10  mil- 
lion into  overall  volume  and  prob- 
ably provided  the  push  that  raised 
HubbeH's  earnings  4%,  to  $15  million 
and  another  record. 

"We're  happy,"  says  Dixon  in  quiet- 
ly measured  words,  "that  Kerite  didn't 
slip  further  than  it  did."  Besides  re- 
maining strong  in  the  railroad-signal 
and  industrial-construction  markets, 
Dixon  explains,  Kerite  is  regaining 
utilities  customers  this  year  after  their 
brief  fling  with  cheaper,  faster-wear- 
ing cables.  Thus,  in  this  year's  first 
quarter,  Hubbell's  earnings  were  up 
14%,  to  92  cents  per  share. 

In  its  quiet  way,  Hubbell  expects 
to  keep  right  on  growing  both  inter- 
nally and  from  shrewd,  carefully 
chosen  acquisitions.  The  latest  acqui- 
sition: proprietary  rights  to  a  coal- 
mining safety  device  that  will  be  re- 
quired next  year  by  the  Mining  En- 
forcement &  Safety  Administration.  ■ 
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Uncle  Sam  says: 
hange  to  coal  to  save  petrole 


A  federal  energy  policy  requiring  the  conversion  of 
many  electric  generating  plants  now  fueled  by  gas  or 
oil  to  the  use  of  coal  is  being  implemented.  This  is  a 
very  costly  modification.  Fortunately,  about  90  percent 
of  Utah  Power's  own  generation  is  in  steam  plants, 
and  96  percent  of  the  fuel  used  in  these  plants  is  coal. 
It  is  also  in  the  enviable  position  of  having  all  the 
coal  needed  to  supply  existing  plants,  and  the  4 
additional  400,000  kw  generating  units  scheduled  for 
operation  by  1984,  for  the  life  of  the  plants.  At  present 
more  than  60  percent  of  this  coal  comes  from  Utah 
Power's  own  mines;  the  balance  is  suppiied  under 
long-term  contract.  The  mine-mouth  location  of 
70  percent  of  Utah  Power's  generating  capacity 
provides  savings  in  transportation  costs  because  the 
coal  moves  steadily  and  economically  via  conveyor 
directly  from  mine  to  plant,  under  cover  most  of 
the  way.  Significant  point:  While  many  other  utilities  are 
faced  with  making  the  costly  move  from  oil  or  gas 


to  coal,  Utah  Power  won't  have  to.  Three  of  the 

four  Utah  Power  base-load  plants  are  adjacent  to  their 

own  supply  of  high-heat,  low  sulfur  coal. 


For  further  information  about 

Utah  Power  contact  your  investment 

broker  or  send  in  the  coupon  below 


C.L.  Hoskins.  Vice  President.  Treasurer 
and  Chief  Financial  Officer 
Utah  Power  &  Light  Company. 
P.O.  Box  899,  Salt  Lake  City,  Utah  84110 


uiali 
power 

■  &  LIGHT  COMPANY 


Dept  F-8 


Please  send  Annual  Report  and  Economic  Profile  of  your 
service  area. 

Name   


Address 

City   

State   


Zip 


New  issues  of  securities  are  offered  only  by  means  of  Prospectus,  and  this  message 
is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offei  to  buy. 
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"If  your  plumbing  isn't  coppt 

you  could  be  in 
hot  water." 

The  owner  of  this  new  house  just  made  a  wise  choice:  copper  tube.  That 
means,  under  normal  use,  he  should  never  be  stuck  with  clogging,  rusting  or 
costly  replacement.  What's  more,  copper  does  not  burn  or  produce  harmful 
fumes  in  the  event  of  fire. 

And  as  a  bonus,  copper  plumbing  increases  the  value  of  his  investment. 

Those  are  the  facts  about  copper  that  most  people  know  and 
appreciate.  But  copper  has  other  advantages  which  are  not  as  well  known, 
advantages  which  could  be  of  tremendous  importance  if  you're  planning  to 
build  a  house,  factory,  school,  office  building,  or  practically  anything  else— 
now  or  in  the  future. 

•  America  is  virtually  self-sufficient  in  copper.  We  need  not  worry  about 
being  rationed  or  cut  off  by  foreign  suppliers.  This  is  not  true  of  some 
other  metals  and  petroleum-based  plastics  which  rely  heavily  on 
imported  raw  material. 

•  Almost  half  of  America's  copper  needs  are  met  through  recycling  copper 
scrap,  further  assuring  its  long-term  availability. 

•  Over  the  last  25  years,  copper's  salvage  value  has  more  than  doubled. 

•  No  one  needs  to  be  reminded  of  the  increasing  cost  of  energy.  But  it's  good 
to  know  that  copper  takes  comparatively  little  energy  to  produce.  For 
example,  a  pound  of  copper  requires  less  than  half  the  amount  of  energy 
needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper  and  a  substitute,  write  or 
call  us.  We  want  to  keep  you  out  of  hot  water. 


.  .  phslps 
ft  dadae 


U 300  Park  /Venue,  New  York,  NY  1 0022 


Today,  more  than  ever,  there's  no  real 
substitute  for  copper, 


After 2,000  miles  in  the  air 
or 600  miles  on  the  road 

there's  no  place  like  Hilton. 


After  a  long  day,  stay 
with  us. 

Hilton  has  a  way  of  helping 
you  relax  after  one  of  those 
endless  days.  It's  called  Hilton 
Rainbow  Service  and  it  means 
doing  our  best  to  make  you  as 
comfortable  as  possible.  It's 
service  epitomized  by  New  York's 
Waldorf-Astoria,  where  our  guests 
have  enjoyed  warm,  concerned 
attention,  along  with  gracious 
accommodations,  for  years.  All 
in  the  most  convenient  location 
in  town. 


After  a  hard  day,  unwind 
with  us. 

We  haven't  forgotten  that 
relaxation  is  more  than  a 
comfortable  room.  So  each 
Hilton  has  built-in  pleasures. 
For  example,  at  the  Washington 
Hilton  you  can  enjoy  the  elegance 
of  The  Four  Oaks,  the  Capitol's 
smartest  restaurant.  Or  The 
Colonials  for  more  casual  dining. 
There's  even  a  Racquet  Club 
where  our  guests  enjoy  tennis, 
swimming  and  poolside  restaurant 
service. 


Or  enjoy  your  vacation 
with  us. 

The  San  Diego  Hilton  is  like  Hawa 
on  the  mainland  — perfect  for  a 
family  vacation.  Located  on 
Mission  Bay,  you  can  sail, 
swim  or  lie  in  the  sun. 
So,  before  your  next 
trip,  remember 
Hilton.  Call  your 
local  Hilton 
Reservation 
Service  or 
your  travel 
agent. 


The 
Trials  Of 
Amory 
tughton  Jr. 

It's  a  funny  thing. 
Corning  Glass  Works 
may  be  a  better 
company  today — 
when  it  sells  at  ten 
times  earnings — than 
it  was  a  few  years 
back  when  it  sold  at 
48  times  earnings. 


Chairman  Amory  Houghton  Jr.:  When  everything  went  wrong  at  once,  he  dis- 
covered that  the  company  of  which  he  was  so  proud  was  shockingly  vulnerable. 


Corning  Glass  Works  Chairman 
Amory  Houghton  Jr.  deserved  to  be 
fired.  Houghton  says  so  himself:  "I 
really  should  have  been."  In  the  1974- 
75  recession,  he  concedes,  Coming's 
earnings  dropped  so  fast  that— again 
in  his  words— "the  integrity  of  the 
company  was  in  danger."  From  $4  a 
share  in  1973,  the  parent  company's 
earnings  collapsed  to  $1.76  in  1975; 
even  cyclical  growth  companies  sim- 
ply were  not  supposed  to  behave  this 
way.  "It  was  a  bad  scene,"  he  says. 

Of  course,  "Amo"  Houghton  was 
not  fired.  The  fifth  generation  of  his 
family  to  head  this  Corning,  N.Y.- 
based  billion-dollar  (sales)  maker  of 
sophisticated  glass  products,  he  was 
treated  more  gently  by  his  board  than 
any  hired  hand  would  have  been. 
He  and  his  family  and  their  trusts,  af- 
ter all,  still  own  16%  of  the  stock. 
Houghton  got  the  chance  to  remain 
on  and  to  clean  up  the  mess  he  had 
allowed  to  develop. 


During  three  frantic  months  late  in 
1975,  Houghton  changed  Coming's 
management  style  from  paternalistic 
to  survival-of-the-fittest.  When  he  was 
finished,  Coming  was  down  to  29,000 
employees  from  its  peak  of  46,000 
worldwide.  Among  those  departing 
were  1,200  managers;  three  vice  presi- 
dents were  demoted.  A  major  busi- 
ness, Signetics,  was  gone.  A  total  of 
five  plants  were  closed  or  sold  and 
thousands  of  products— such  main  lines 
as  domestic  black-and-white  TV 
bulbs,  finished  Christmas  ornaments, 
and  acid  waste  drain  lines— were  elim- 
inated. International  operations  was 
folded  as  a  separate  division.  Even 
Steuben  Glass,  a  commendable  family 
hobby,  was  squeezed  marginally  into 
the  black. 

Why  weren't  the  cuts  made  earlier? 
Why  had  Coming  been  allowed  to  get 
so  overweight?  In  his  own  defense, 
Houghton  says:  "It  was  tough  making 
these  cuts,  particularly  when  you  lived 
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in  a  small  town  where  you  knew  a  lot 
of  these  people."  He  admits  that  a 
generation  of  prosperity  had  made  the 
company  complacent,  and  reminds  lis- 
teners that  it's  easier  to  make  hard  de- 
cisions when  the  pressure  is  on  than 
when  it  isn't.  Houghton  didn't  act 
soon  enough,  but  it's  not  difficult  to 
understand  why  he  held  off,  hoping 
that  the  economy  would  pull  him 
through.  Where  is  the  businessman 
who  hasn't  from  time  to  time  put  off 
making  these  tough  choices  when 
things  were  going  relatively  well? 

Slimmed  down,  Corning  snapped 
back  with  a  vengeance  in  the  1976 
economic  recovery,  and  parent  com- 
pany profits  per  share  climbed  to  a 
record  $4.74;  this  year  they  could  top 
$5.40  a  share,  not  counting  one  dollar 


or  so  from  its  investment  in  Owens- 
Coming  Fiberglas.  But  as  far  as  the 
stock  market  was  concerned,  the  dam- 
age was  done:  Corning  recently  sold 
for  $65  a  share,  about  ten  times  esti- 
mated total  1977  earnings,  vs.  as 
high  as  48  times  total  earnings  in  the 
early  Seventies.  "Corning  used  to  be 
a  religion  for  investors,"  says  Otis 
Bradley,  director  of  research  at  Horn- 
blower,  Weeks,  Noyes  &  Trask,  "but 
judged  by  their  record,  when  earn- 
ings briefly  looked  out  of  control, 
something  has  changed;  Corning  is  no 
Procter  &  Gamble."  Another  analyst 
adds:  "Coming's  relative  growth,  peak 
to  peak,  is  not  impressive." 

And  yet,  in  many  ways  Coming  is 
a  much  better  company  than  it  was 
in  the  mid-Sixties  when  it  was  held 
in  such  awe  by  Wall  Street.  It  could 
well  be  on  the  threshold  of  its  great- 
est growth  yet.  The  key  is  something 
called  low-loss  optical  fiber.  Pound 
for  pound  stronger  than  steel,  lighter 
than  cotton,  thin  as  a  human  hair, 
flexible  as  silk,  transparent  as  air, 
these  fibers,  drawn  from  glass,  may 
revolutionize  communications.  As  a 
conductor  of  light  beams,  a  given  vol- 
ume of  the  fibers  can  carry  many 
times  as  many  impulses  as  a  similar 
volume  of  copper  wire,  and  may  even- 
tually obsolete  the  latter  in  telephone 
communications— as  well  as  in  comput- 
ers, aircraft  and  for  many  military 
purposes. 

The  market  could  eventually  be  over 
a  billion  dollars  annually. 

What  is  perhaps  even  more  impor- 
tant, Coming,  slimmed  and  toughened, 
is  now  in  position  to  exploit  its  tech- 
nical advantages.  Pre-1974-75,  Com- 


ing was  a  decidedly  unbalanced  com- 
pany, looking  profitable  indeed  but 
highly  vulnerable.  Coming  made 
huge  profits  because  it  dominated  the 
business  of  making  the  glass  envelopes 
that  house  TV  picture  tubes,  first  for 
black  and  white,  later  for  color.  Ex- 
plains Houghton:  "In  1966  we  had 
125%  of  the  domestic  market.  The 
extra  25%  was  due  to  the  high  break- 
age of  our  glass,  bulbs  by  the  set  man- 
ufacturers. We  got  half  our  sales  and 
three-fourths  of  our  profits  from  this 
single  product  line." 

Houghton's  biggest  mistake  was  his 
failure  to  realize  how  very  vulnerable 
this  near-monopoly  had  made  the 
company.  "You  look  at  a  big  profit 
base  like  that  and  you  expect  maybe 
it  will  level  off  and  mature,  but  you 


don't  expect  to  lose  it  altogether."  Yet 
at  one  point  in  1975,  new  orders  on 
TV  picture  tubes  were  down  to  zero 
as  the  recession  was  compounded  by 
the  Japanese  blitz  of  the  U.S.  TV  mar- 
ket. (Japanese  producers  buy  their 
tubes  from  Japanese  companies.) 

This  was  not  the  only  blow  this 
proud  old  company  suffered.  In  his 
haste  to  make  Coming  powerful  over- 
seas, and  not  merely  an  investor, 
Houghton  had  picked  up  control  of 
Sovirel  in  France  and  what  became 
Coming  Ltd.  in  the  United  Kingdom. 
In  the  economic  crisis  that  followed 
the  quadrupling  of  the  price  of  oil,  the 
British  unit  sank  deeply  into  the  red 
while  the  French  operation  was  only 
marginally  profitable. 

The  worst  mess  was  in  Signetics.  As 
a  maker  of  integrated  circuits— a  busi- 
ness Coming  did  not  understand— its 
products  were  sometimes  obsolete  be- 
fore they  were  ever  manufactured.  In 
5/2  years,  Coming  lost  $9.5  million 
pretax.  Not  only  was  money  lost,  but 
so  was  valuable  executive  time. 
Houghton  takes  full  responsibility  for 
Signetics.  Speaking  of  his  vice  chair- 
man, William  Armistead,  Houghton 
says:  "One  of  the  nicest  things  about 
Bill  is  he  never  mentions  Signetics  to 
me  these  days."  Armistead,  then  dir- 
rector  of  research,  had  advised  against 
the  Signetics  venture.  This  glass  spe- 
cialist had  no  research,  manufactur- 
ing, or  marketing  expertise  in  inte- 
grated circuits,  and  so,  no  base  for 
competing  with  those  who  did.  But 
Houghton  overmled  him. 

By  the  early  part  of  1975,  says 
Houghton:  "I  was  damned  worried 
because  I  could  see  no  sign  of  a  bot- 


tom." To  his  credit,  Houghton  didn't 
just  sit  there  and  pray  for  recovery. 
He  took  decisive  and  effective  action. 

In  June  1975  Houghton  turned 
around  and  sold  Signetics  to  U.S.  Phil- 
ips Trust— an  affiliate  of  N.V.  Philips 
-for  $28  million. 

"In  1975—1  mean  I  was  living 
through  a  textbook  case,"  says  he.  "We 
shrank.  We  consolidated.  We  did  more 
than  cut  payroll;  we  changed  atti- 
tudes. Our  managers  got  a  perspec- 
tive on  what  goes  to  the  bottom  line 
in  a  way  they  never  had  before." 

Houghton  cites  a  specific  case  that 
shows  what  he  means.  Because  Com- 
ing couldn't  get  the  costs  low  enough, 
it  couldn't  persuade  any  range  manu- 
facturer to  incorporate  its  smoothtop 
cooking  surface  into  their  products.  So 
Coming  went  out  and  started  making 
its  own  ranges.  Unfortunately,  its 
high-priced  stoves  achieved  only  mar- 
ginally profitable  volume. 

In  his  massive  cutbacks,  Houghton 
sold  the  range  operation  to  Raythe- 
on's Amana  division,  which  is  doing 
fairly  well  with  the  line  and  is  now  a 
good  customer  for  Coming.  Says 
Houghton:  "Now  when  you  do  some- 
thing like  that,  you  take  a  helluva  lot 
of  people  out  of  the  process— 125  in 
this  case.  You  don't  have  them  fabri- 
cating and  putting  in  the  wiring  and 
packaging  and  supporting  the  thing 
out  in  the  field. 

"The  missing  people  are  what  you 
notice.  What  you  don't  see  is  the 
uplifting  of  the  profitability  of  the 
things  that  remain.  What  remained 
wouldn't  be  getting  the  emphasis  if 
the  problems  had  been  retained." 

While  consolidating  international 
operations  with  domestic,  Houghton 
changed  the  kind  of  executive  Com- 
ing sent  overseas.  Before,  he  says,  he 
and  his  brother  James,  who  heads  in- 
ternational, looked  for  people  fluent  in 
foreign  languages,  with  social  graces 
and  who  were  sometimes  less  ambi- 
tious and  hard  driving  than  their  do- 
mestic counterparts— diplomatic  types. 

Now  he's  sending  the  most  hard- 
driving,  bottom-line-oriented  SOBs  he 
can  find.  To  rum  around  Britain,  still 
in  the  red,  trouble-shooter  Oakes 
Ames,  ex-Coming  controller,  among 
other  things,  is  on  the  spot.  To  spruce 
up  all  of  Europe,  super-sales  manager 
Richard  Dulude  has  also  gone  over. 

Drawing  on  a  yellow  pad  with  pur- 
ple ink,  Houghton  compares  in  detail 
the  Coming  of  1967-68  with  the  Com- 
ing of  1977-78.  The  old  Coming  was 
TV,  scientific  glass,  Corning  Ware  and 
glass  for  light  bulbs.  The  present 
Coming  is  much  broader,  thanks  in 
good  part  to  its  highly  respected  $50- 
million-a-year  research  effort.  TV  is 
now  a  problem  area:  It  will  contrib- 
ute about  10%  of  1977's  record  profits. 


. .  'We  shrank.  We  consolidated.  We  did  more 
than  cut  payroll;  we  changed  attitudes.  Our  managers 
got  a  perspective  on  what  goes  to  the  bottom  line' . . ." 
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Dig  They  Won't:  As  an  alternative  to  enlarging  tunnels,  this  optical-wave  cable  will  replace  existing,  much  thicker 
copper  telephone  cable.  As  far  as  communications  capacity  goes,  the  copper  and  glass  cables  above  are  equal. 


But  now  that  the  Japanese  have  been 
arm-twisted  into  cutting  back  TV  ex- 
ports to  the  U.S.,  profits  in  that  area 
should  improve.  Complains  Houghton: 
"The  Japanese  were  just  going  crazy." 

Among  Coming's  new  profit  makers, 
photochromic  glass  has  given  it  a  firm 
position  as  a  supplier  of  prescription 
eyeglasses  and  nonprescription  sun- 
glasses. Scientific  glass— for  beakers, 
test  tubes  and  flasks— has  led  Corning 
into  a  small  but  important  base  in 
medical  products.  Its  new  blood-gas 
apparatus  analyzes  the  content  of  var- 
ious gases  in  the  blood,  and  can't 
yet  be  produced  fast  enough  to  keep 
up  with  demand.  Coming's  close  re- 
lationship with  Detroit,  growing  from 
its  business  of  making  automobile 
headlamps,  has  led  to  sales  of  ceramics 
for  auto-emission-control  devices. 
Classification  of  nuclear  wastes  also 
has  great  potential  in  a  pollution-con- 
scious world. 

Meanwhile,  Coming  is  broadening 
its  base  in  the  kitchen.  Besides  Com- 
ing Ware  and  Cook  Top  counters, 
Corelle  dinnerware  has  been  a  big 
success.  The  glass  equivalent  of  ply- 
wood, Corelle  now  has  about  20%  of 
the  domestic  market,  gained  after  eight 
consecutive  record  years.  New  pat- 


terns should  help  assure  a  ninth.  As 
microwave  cooking  continues  to  catch 
on,  Coming  expects  the  use  of  Com- 
ing glass  kitchenware  to  continue 
growing;  glass  alone  among  the  va- 
rious materials  available  can  be  used 
for  cooking,  storing  and  serving. 

Houghton  also  likes  to  stress  that 
Coming  has  additional  strengths  in 
two  old  but  highly  successful  joint 


ventures.  Dow  Coming,  with  sales  of 
$354  million,  is  jointly  owned  with 
Dow  Chemical  and  specializes  in  mak- 
ing silicone  products— with  properties 
of  both  plastic  and  glass— used  for  such 
things  as  sealants  for  airplanes  and 
automobiles,  and  greases  and  oils  for 
extreme  temperature  changes  (and  for 
making  Silly  Putty).  Coming  is  a  26% 
owner  of  Owens-Coming  Fiberglas, 
a  $l-billion  company  it  founded  many 
years  ago  in  partnership  with  Owens- 
Illinois.  Less  successful  but  still  prof- 
itable is  Pittsburgh  Coming,  a  joint 
venture   with   PPG   Industries,  that 


makes  foam  glass  insulation  and  ar- 
chitectural glass  blocks.  Coming's 
OCF  investment  is  carried  on  the 
books  at  $2  million;  its  market  value 
is  $265  million— about  $15  for  each 
share  of  Coming.  Its  50%  interest  of 
Dow  Corning,  held  on  the  balance 
sheets  at  only  $100  million,  earned 
$21  million  last  year— over  one-fifth 
its  value  on  the  books. 


Taking  the  OCF  investment  at  mar- 
ket value,  Coming  stock  would  have 
a  book  value  of  around  $48  a  share 
vs.  a  published  book  value  of  $33. 
At  present  prices  the  market  is  put- 
ting very  little  on  the  company's  pat- 
ents, its  knowhow,  its  powerful  pro- 
prietary positions.  Having  become  dis- 
illusioned with  the  company,  the  mar- 
ket has  failed  to  notice  how  much  it 
has  changed. 

"What  we've  got  now— and  didn't 
have  a  decade  ago,"  says  Houghton, 
"is  a  multiplicity  of  businesses  and 
profit  sources.  If  ophthalmic  disap- 


". . .  Can  Corning  make  one  of  those  great  breakthroughs? 
Fiber  optics  is  the  stuff  of  which  dreams  are  made  . . ." 
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Amo  Houghton  Jr/s  Six  Crises 

Amory  Houghton  Jr.  used  to  be  one  of  the  golden  boys  of  American 
business.  When  he  became  president  of  the  family-controlled  business 
in  1961,  young  Amo  had  the  poise,  coolness  and  Harvard  education  of 
his  Boston  Brahmin  forebears.  At  35,  he  presided  over  a  company  that 
had  a  commendable  image  for  both  public  spiritedness  and  technologi- 
cal leadership— and  a  price/earnings  ratio  to  match.  By  the  early 
Seventies,  however,  things  started  coming  apart  and  Corning  lived 
through  some  desperate  times.  During  this  period  Amo  Houghton  had 
four  major  crises  to  deal  with— with  at  least  two  more  yet  to  come. 

Crisis  One:  The  year,  1962.  Corning  decides  to  get  into  integrated 
circuits,  buys  into  Signetics.  Director  of  Research  William  Armistead 
warns  that  Corning  lacks  the  skills  needed  to  get  into  this  business, 
but  Houghton  plows  ahead.  Consequences:  Products  become  obsolete 
almost  before  production.  In  1975,  with  problems  mounting  elsewhere, 
Corning  sells  Signetics  and  absorbs  a  $9.5  million  pretax  loss. 

Crisis  Two:  The  year,  1972.  A  severe  flood  at  Coming,  N.Y.  Corpo- 
rate headquarters  are  cut  off  from  the  outside  world.  The  flood  costs 
Corning  $20  million,  besides  bringing  research  and  manufacturing  to 
a  standstill. 

Crisis  Three:  The  year,  1975.  Production  of  bulbs  for  color- TV 
picture  tubes,  long  the  mainstay  of  Coming's  profits,  plunges  into 
the  red  as  Japanese  sets  flood  the  U.S.  market.  "It  was  as  if  Gen- 
eral Motors  had  lost  Chevrolet,"  Houghton  says,  shaking  his  head. 
Although  a  free-trade  man  at  heart,  Houghton  spearheads  a  group 
that  pressures  the  U.S.  and  Japanese  governments  to  limit  Japan- 
ese TV  exports  to  the  U.S. 

Crisis  Four:  Simultaneous  with  the  TV  crisis,  the  1974-75  recession 
hits,  and  almost  every  part  of  the  company  suffers;  Coming  loses  its 
reputation  as  a  no-retreat  growth  company.  In  meeting  this,  his  sever- 
est test,  Houghton  grimly  scraps  his  company's  paternalistic  attitudes, 
tears  up  an  optimistic  five-year  plan,  and  out  of  46,000  workers, 
dumps  11,000.  Signetics'  6,000  employees  also  leave  the  company.  "At 
great  human  cost,"  Houghton  says,  "we  completely  changed  the 
product  mix  and  we  forced  changes  that  would  have  taken  five  years 
—all  within  a  period  of  three  months." 

These  crises  have  left  Coming  a  leaner,  tougher  company,  Houghton 
a  more  seasoned  executive,  but  two  more  major  tests  lie  ahead  for 
Houghton— maybe  a  year  away,  maybe  several  years. 

Test  Five:  Time,  the  next  recession.  Will  Coming  come  through  the 
next  recession  in  better  shape  than  it  came  through  the  last  one?  Is  it 
still  a  growth  company?  Or  just  another  cyclical  company? 

Test  Six:  Time,  the  early  Eighties.  The  optical  fiber  industry  be- 
comes big  business  and  Coming  is  hard  pressed  to  hold  its  early  and 
promising  lead.  If  it  does,  Coming  will  almost  certainly  remain  in  the 
forefront  of  American  industrial  technology.  If  not? 

Tune  in  again  for  the  answers. 


pears  because  people  go  to  contact 
lenses  or  if  the  government  says  it's 
no  longer  necessary  to  have  emission- 
control  devices  on  cars  or  if  the  Japa- 
nese take  over  completely  the  TV 
business  or  a  new  plastic  supplants 
Coming  Ware,  the  impact  of  any  one 
of  those  things  is  not  nearly  as  serious 
as  the  impact  of  TV  bulbs  was  on  the 
old  Coming  Glass." 

What  kept  Corning  on  a  kind  of 
treadmill  until  this  year  was  that  as 
fast  as  it  was  gaining  volume  and  prof- 
its from  new  products,  it  was  losing 
them  in  TV  tubes.  Assuming  that  the 
bleeding  in  TV  has  been  stopped, 
Coming  may  well  have  reached  a  new 
plateau  of  profitability;  it  certainly 
is  unlikely  to  experience  another  1974- 
75  collapse,  even  in  a  recession.  Says 


Houghton:  "We've  got  everything 
from  flood-disaster  plans  to  economic- 
disaster  plans." 

Although  Amo  Houghton  is  unwill- 
ing to  promise  any  miracles,  it  is  clear 
that  his  biggest  plans  involve  fiber  op- 
tics. Of  communication  by  optical 
wave  fibers,  he  says:  "They  may  do 
for  us  in  the  future  what  television 
or  lighting  did  for  us  in  the  past." 

Will  it?  Can  Coming  make  one  of 
those  great  breakthroughs— like  IBM 
in  computers,  Xerox  in  copiers,  Com- 
ing itself  in  TV  tubes?  Fiber  optics 
is  the  stuff  of  which  businessmen's 
(and  scientists')  dreams  are  made. 

To  explain  what  Coming  has— or 
may  have  in  fiber  optics— Forbes  will 
have  to  step  out  of  character  for  sev- 
eral hundred  words  and  do  a  bit  of 


science  reporting.  Even  if  you've  for- 
gotten your  high  school  or  college 
physics,  please  bear  with  us.  Other- 
wise you  won't  be  able  to  understand 
what  is  at  stake. 

Like  most  great  breakthroughs,  fi- 
ber optics  rest  on  a  simple  enough 
idea.  A  city's  sewage  system  depends 
on  water  flowing  through  iron  pipes; 
its  power  system  depends  on  electrons 
flowing  through  copper  pipes  (which 
we  call  wire).  Such  copper  pipe  now 
connects  telephones,  cable  television, 
computers  and  all  manner  of  other 
information  processing  gear.  That 
works  well  enough  but  it  is  costly. 
And  it  is  space-consuming.  It  limits 
the  amount  of  communication. 

The  most  common  method  is  plain 
old  copper  wire  packed  in  cables. 
Effective?  Sure.  But  it  takes  hundreds 
of  thousands  of  pounds  of  the  stuff  to 
hold  together  even  a  small  city— most 
of  it  laboriously  buried  beneath  the 
streets. 

So  why  bother  with  wire  if  you 
don't  have  to?  Most  widely  used  today 
for  long-distance  communications  is 
the  air  itself.  Instead  of  jamming  elec- 
trons through  wire,  generators  con- 
vert them  to  microwave  signals  and 
fling  these  along  the  surface  of  the 
earth,  between  a  system  of  relays 
spaced  about  20  or  30  miles  apart. 
The  odd-shaped  boxes  on  down- 
town buildings  that  remind  you  of 
air-raid  sirens  are  the  antennas.  In 
the  late  1960s  microwave  replaced 
copper  wire  as  the  mainstay  of  long- 
distance phone  traffic:  more  volume 
at  lower  cost. 

Still  more  volume  may  be  available 
from  microwaves  in  the  third  and 
newest  trick:  satellite  transmission. 
Microwaves  are  broadcast  from,  say, 
New  York,  to  a  satellite  orbiting  over 
Omaha,  then  bounced  to  Los  An- 
geles. None  of  those  vulnerable  re- 
lays high  atop  the  Rockies,  and  sud- 
denly no  more  need  for  laying  cable 
on  the  ocean  floor. 

Now  imagine  the  light  pipe.  Like 
the  copper  cable,  it  would  be  buried 
in  the  ground— but  a  strand  the  diam- 
eter of  a  human  hair  could  carry 
thousands  of  times  more  information 
than  the  copper  wire.  Economies  of 
scale?  It's  as  though  General  Motors 
had  suddenly  found  a  way  to  fit  7 
million  automobiles  in  a  single  box- 
car. Or,  to  get  back  to  our  earlier 
metaphor,  as  if  you  could  compress 
the  entire  city's  sewage  through  a  sin- 
gle ordinary  water  pipe. 

Here,  then,  is  the  immediate  prom- 
ise of  fiber  optics.  Its  very  long-dis- 
tance applications  are  years,  perhaps 
decades  off.  Microwave  is  the  cheap- 
est—for now.  But  in  the  bowels  of  a 
particular  metropolitan  area— where 
conduits  are  already  becoming  choked 
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with  thick  copper  wire— the  human- 
hair-sized  glass  has  almost  immedi- 
ate prospects.  Not  only  is  it  less  bulky 
and  faster  than  copper;  it  generates 
virtually  none  of  the  electromagnetic 
interference  that  can  make  a  copper 
wire  behave  like  an  antenna  instead 
of  a  pipe  (and  create  that  annoying 
"cross-talk"  often  heard  on  phones). 

Likewise,  there  are  great  prospects 
in  computers,  where  light  pipes  can 
transmit  much  more  information  than 
copper  and  without  the  interference; 
in  instrumentation  of  all  sorts;  and  in 
army  field  cables  and  navy  shore 
communications.  More  distant  appli- 
cations: picture  telephones,  home 
shopping  and  airplane  avionics.  In 
short,  almost  anywhere  copper  wire 
is  used  in  close  quarters  or  for  fine 
quality— there  is  a  promising  opportu- 
nity for  the  light  pipe. 

The  idea  of  a  light  pipe  is  a  fairly 
old  one.  John  Tyndall,  an  English  ex- 
perimenter, demonstrated  one  before 
Alexander  Graham  Bell  invented  the 
telephone.  He  put  a  barrel  of  water  in 
a  dark  room,  a  light  at  the  top  of  it, 
and  punched  a  hole  in  the  barrel's 
side.  Streaming  out  of  the  puncture, 
in  a  curved  path  with  the  water,  came 
the  light. 

But  Bell  built  his  telephone  to  work 
with  copper  wire  for  two  reasons:  He 
didn't  know  how  to  build  a  pipe  that 
would  hold  light;  and  even  if  he  did, 
he  knew  of  no  efficient  way  to  get  the 
light  into  the  pipe. 

The  second  problem— getting  the 
light  in  there— was  solved  by  the  in- 
vention and  refinement  of  the  light- 
emitting  diode  and  the  laser  in  the 
past  20  years.  Getting  an  incandescent 
bulb  to  shine  any  distance  in  a  glass 
pipe  is  like  trying  to  pour  water  into 
the  wrong  end  of  a  funnel— you  lose 
so  much,  it  isn't  worth  it.  But  the  laser 
and  the  light-emitting  diode  produced 
wonderfully  disciplined  light— mean- 
ing, it  would  go  where  and  how  you 
wanted  it  to.  The  funnel  was  reversed. 

There  are  many  older  optical  fibers, 
but  low-light-loss  ones  are  vital  for 
telephone  cable.  Here  Corning  has  a 
clear  lead.  "We  proved,"  Amo  Hough- 
ton says  proudly,  "what  a  lot  of  peo- 
ple thought  was  impossible.  That  we 
could  make  the  quality  of  glass  fiber 
necessary  to  transmit  long-distance 
signals.  We  have  virtually  all  of  the 
patents  as  far  as  the  critical  mate- 
rials are  concerned." 

What  about  potential  competition? 
Replies  Houghton:  "There  are  12  ba- 
sic patents  in  the  field  and  we  have 
all  12  versus  none  in  integrated  cir- 
cuits [referring  to  the  Signetics  disas- 
ter]. It's  our  turf  with  our  patents." 

In  the  telephone  markets,  Hough- 
ton plans  to  sell  the  fiber  to  the  ex- 
isting cable  makers— Western  Electric 


(American  Telephone  &  Telegraph's 
manufacturing  subsidiary),  and  Gen- 
eral Cable  (General  Telephone  & 
Electronics'  chief  supplier). 

In  the  nontelephone  market— where 
cable  will  be  used  in  such  things  as 
aircraft,  computers  and  defense— 
Houghton  is  considering  a  joint  ven- 
ture—a la  Dow  Corning— with  a  cable 
company.  "Joint  ventures  work  well 
for  us,"  he  says.  "We  put  in  our  tech- 
nology and  other  people  put  in  their 
downstream  capabilities,  marketing 
savvy.  Things  we  don't  have." 

Abroad  Corning  has  been  busy  do- 
ing joint  development  work  with  for- 
eign cable  makers.  In  Japan  the  gov- 
ernment is  using  its  fibers  in  experi- 
mentally wiring  an  entire  Japanese 
town,  Nara.  In  Britain,  Corning  has 
been  supplying  optical  fiber  to  BICC 
—an  archrival  of  an  International  Tel- 
ephone &  Telegraph  subsidiary.  In 
Germany  it  has  a  joint  venture  with 
Siemens.  Corning  would  like  to  manu- 
facture fiber  to  sell  to  ITT  and  has 
quoted  ITT  prices  several  times.  Says 
Coming's  Dr.  David  Duke,  general 
manager  of  telecommunication  prod- 
ucts, "They  listened,  and,  in  effect, 


replied,  'See  you  in  court.'  " 

ITT  has  gone  right  ahead  and  made 
its  own  fiber  optics  cable.  In  England, 
it  has  installed  a  test  system  in  co- 
operation with  the  British  Post,  Tele- 
phone &  Telegraph.  At  home  its  mili- 
tary unit  has  used  fiber  optics  in  some 
sales  tothe  U.S.  government.  In  Duke's 
opinion  ITT  simply  ignored  Coming's 
patents,  and  Coming  is  suing  ITT  for 
patent  infringement  and  the  U.S.  gov- 
ernment for  damages  stemming  from 
that  infringement. 

In  its  turn  ITT  is  doing  some  suing, 
arguing  that  Coming  cross-licensed 
AT&T  because  it  wants  to  sell  to  West- 
em  Electric.  ITT  argues  the  arrange- 
ment is  monopolistic  and  should  be 
destroyed.  If  ITT  wins,  Corning  will 
be  faced  with  instant  competition 
from  a  knowledgeable  well-financed 
tough  competitor. 

Two  professors  from  Catholic  Uni- 
versity in  Washington,  D.C.  pose  a  sec- 
ond threat  to  Coming's  potential  dom- 
inance of  the  business.  The  professors, 
Theodore  A.  Litovitz  and  Pedro  B. 
Macedo,  claim  to  have  developed  a 
new  process  for  making  the  fiber, 
which  does  not  infringe  on  any  Com- 
ing  patent,   at   one-tenth  Coming's 


costs.  Claims  Litovitz,  "If  our  process 
really  comes  up  with  the  specifications 
we  hope,  then  there  will  be  a  real 
chance  for  a  price  batde,  and  Com- 
ing's profits  in  fiber  optics  could  suf- 
fer severely.  Ours  is  the  only  alterna- 
tive process  at  the  moment." 

While  the  professors  have  made 
quite  a  stir  in  the  press,  Corning 
points  out  that  the  fiber  produced  by 
the  professors  has  not  come  up  to  the 
quality  of  the  existing  Corning  fiber 
—inferior  in  the  important  broad  band 
qualities  needed  for  carrying  the  var- 
ied communications  of  the  future. 
Meanwhile  Coming  is  currently  work- 
ing to  obsolete  its  own  current  pro- 
cess with  an  even  better  one. 

While  Houghton  fully  expects 
Coming  to  be  the  dominant  company 
in  optic  fibers,  his  recent  trials  have 
taught  him  the  key  to  Coming's  fu- 
ture lies  more  in  good  management 
than  in  wonder  products.  "The  op- 
portunities in  so-called  mundane  areas 
like  this  microwave  oven  business  or 
the  opportunity  to  bring  our  percent- 
age of  the  consumer  market  in  Europe 
up  to  what  it  is  in  this  country  could 
be  bigger  than  optical  wave  guides. 


You  don't  think  of  them  in  terms  of 
the  exciting  technological  advances, 
but  they're  terrific." 

Amo  Houghton  had  a  rare  second 
chance— the  chance  to  correct  his  own 
mistakes.  He's  a  thoughtful  man  of 
51  with  a  more  than  routine  feeling 
of  responsibility  for  the  onetime  fam- 
ily firm  that  was  founded  by  his  great- 
great  grandfather  in  Somerville,  Mass. 
126  years  ago.  Of  the  rough  period 
Coming  has  just  been  through  he 
says:  "One  thing  I've  learned  about 
planning  is  that  you  can  talk  about 
the  long  term  all  you  want  but  you 
also  have  to  produce  good  short-term 
results." 

And  he  says  it  again,  more  blunt- 
ly: "If  you  don't  make  a  buck  today, 
you're  not  going  to  make  it  tomor- 
row." Meaning,  of  course,  that  fiber 
optics  may  very  well  pan  out  for  Com- 
ing, but  he's  not  going  to  count  on  it 
to  keep  Corning  profitable  and  grow- 
ing. That's  well  and  good,  but  the 
future  is  going  to  judge  Amo  Hough- 
ton by  how  well  he  exploits  Coming's 
present  advantage  in  fiber  optics.  If 
he  muffs  the  opportunity,  Corning  will 
remain  a  profitable  company.  But  it 
will  no  longer  be  a  great  company.  ■ 


. .  'You  can  talk  about  the  long  term  all  you  want  but 
you  also  have  to  produce  good  short-term  results/  says 
Amory  Houghton  Jr.  'If  you  don't  make  a  buck  today/  he 
goes  on,  'you're  not  going  to  make  it  tomorrow' . . ." 
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Statistical  Spotlight 


Why 
Some  People 
Prefer  Pref erreds 


Like  bonds  and  common  stocks,  pre- 
ferreds— including  convertible  pre- 
ferreds,  are  paying  high  yields  these 
days.  This  represents  an  interesting 
opportunity  for  investors.  They  can 
have  market  protection  and  divi- 
dend protection  that  goes  with  a  pre- 


ferred stock— and  without  sacrificing 
the  yield  or  the  appreciation  poten- 
tial that  usually  go  with  the  com- 
mon stock. 

Listed  in  the  table  below  are  high- 
yielding  convertible  preferred  issues. 
One  group  actually  yields  more  than 


their  common  stocks  do;  another 
group  yields  slightly  less.  In  nearly 
every  case,  however,  the  preferred 
stock  sells  very  close  to  its  conver- 
sion value— so  the  potential  investor 
is  paying  very  little  premium  for  the 
convertible  preferred.  ■ 
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American  Rr^ndst 

6.3% 

6.8% 

*to 

$1.70 

24% 

26  - 

91 

3>  zz.uo 

1  9  7% 
iz./  /o 

American  Standard  (101) 

4.9 

5.1 

34Va 

4.75 

93  Va 

96%- 

54% 

91.77 

1.5 

2.66 

Arvin  Industries  (26.60) 

4.7 

7.0 

17% 

2.00 

28% 

31%- 

25 

27.40 

4.5 

1.6 

Burlington  Northern  (52.85) 

3.2 

5.7 

49% 

2.85 

50 

New  I 

ssue 

44.22 

13.1 

0.8889 

City  Investing  (41) 

5.1 

7.4 

15% 

2.00 

27 

28%- 

161/2 

24.57 

9.9 

1.56 

Dart  Industries  (55) 

2.7 

5.1 

37 

2.00 

391/2 

41%- 

32% 

37.00 

6.8 

1.0 

Duke  Power  (100) 

7.0 

7.5 

22% 

6.75 

89% 

93  - 

76 

89.49 

0.3 

3.912 

Foremost-McKesson  (37) 

5.3 

5.9 

18% 

1.80 

30% 

31  - 

22% 

30.67 

0.3 

1.625 

Ingersoll-Rand  (47.50) 

4.2 

5.4 

66% 

2.35 

43% 

57%- 

43 

39.75 

10.1 

0.6 

Lear  Siegler  (45) 

3.1 

5.5 

16% 

2.25 

40% 

42%- 

23% 

40.31 

1.1 

2.50 

Natomas  (26.60) 

3.9 

5.5 

40% 

1.60 

29 

29%- 

25 

24.12 

20.2 

0.592 

Pennwalt  (42.25) 

4.9 

6.2 

36Vz 

1.60 

25% 

27%- 

21 

21.17 

21.0 

0.58 

RCA  (102.50) 

3.9 

5.4 

307/a 

4.00 

74% 

76  - 

52 

65.46 

14.2 

2.12 

Texasgulf  (53) 

4.8 

6.3 

25V5» 

3.00 

47% 

55%- 

45% 

40.04 

19.6 

1.5936 

Higher-Yielding  Common 

American  Tel  &  Tel  (50) 

6.7 

6.1 

62% 

4.00 

65% 

68%- 

55 

65.89 

-0.2 

1.05 

Beneficial  Corpt 

6.6 

5.1 

241A 

5.50 

107 

121%- 

85% 

109.13 

—1.9 

4.5 

Commonwealth  Edison  (42) 

7.7 

6.5 

31% 

1.425 

22 

22%- 

17V2 

21.79 

1.0 

0.7 

Consolidated  Edison  (100) 

8.2 

7.6 

24% 

6.00 

78V2 

79  - 

551/2 

79.22 

-0.9 

3.25 

Consumers  Powert 

8.5 

6.9 

25 

5.50 

80 

80  - 

60% 

80.63 

—0.8 

3.225 

Detroit  Edison  (100) 

8.2 

7.4 

17% 

5.50 

74 

74%- 

55 

74.34 

-0.5 

4.218 

Household  Finance  (50.95) 

6.0 

5.4 

20 

2.375 

44 

48%- 

35  Va 

45.00 

-2.2 

2.25 

IU  International  (25) 

6.4 

5.6 

14 

1.25 

22% 

22  %- 

15V2 

22.40 

-0.1 

1.6 

Indianapolis  Power  &  Lt  (100) 

7.3 

6.6 

26Va 

6.25 

94% 

95  - 

77  • 

97.11 

-2.4 

3.717 

Long  Island  Lighting  (100) 

8.4 

6.4 

19% 

5.75 

90 

95  - 

70 

91.64 

—1.8 

4.73 

NICOR  (42) 

7.1 

5.9 

32  Vi 

1.90 

32 

32  - 

22% 

32.50 

-1.5 

1.0 

Potomac  Electric  Power  (50) 

7.9 

5.4 

u% 

2.44 

45 

45%- 

33 

45.96 

-2.1 

2.85 

Rockwell  Inf'l  (102.25) 

6.9 

6.0 

32 

4.75 

79 

91  - 

57 

79.19 

-0.2 

2.4746 

Sun  Company  (58) 

5.4 

4.7 

46% 

2.25 

48% 

51  - 

31 % 

48.24 

0.0 

1.043 

United  Telecomm  (42.50) 

6.3 

4.9 

20% 

1.50 

30% 

31  - 

21% 

30.38 

0.0 

1.5 

*Common  stock  price  multiplied  by  shares  receivable  on  conversion. 
tCall  feature  not  yet  in  effect. 

"Number  of  common  shares  received  upon  exercising  conversion  privilege. 


38 


FORBES,  AUGUST  1,  1977 


If  your  loss  control  program 
isn't  really  working, 
that's  un-American. 

American  Mutual  helps  you  pinpoint  job  hazards,  promote  safe  practices, 
control  losses,  and  keep  premium  costs  down. 

We  keep  on  our  toes  -  wide-awake  to  your  safety  needs.  That's  the 
American  way  the  American  Mutual  way. 


J^merican 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


We  grow  the  working  trees. 


Trees,  like  people,  have  different  purposes  in  life. 
To  give  shade.  To  furnish  fruit.  To  shelter  wildlife. 

But  Potlatch  trees  helong  to  the  working  class. 
Because  we're  tree  farmers  who  convert  our  crop 
into  products  people  need. 

We  farm  over  one  million  acres  of  prime  forest 
lands  in  Arkansas,  Idaho  and  Minnesota. That's  more 
than  two  billion  cubic  feet  of  timber.  We  turn  our  crop 


into  lumber,  plywood  and  specialty  wood  products. 

Into  paper  and  packages,  tissues  and  toweling. 
Pulp  and  paperboard.  Last  year  we  converted  our 
working  trees  into  more  than  $600,000,000  worth  of 
goods.  It  was  our  best  sales  year  ever  and  a  record 
year  for  our  earnings. 

For  more  financial  facts,  write  us.  Potlatch 
Corporation,  P.O.  Box  3591,  San  Francisco,  CA  94119. 


The  Electric  Economy  requires 
four  vital  resources. 

Technology  s  one.  il  "I 


America  is  on  its  way  to  the  Electric 
Economy.  And  The  Southern 
Company  has  the  resources 
needed  to  get  there. 

The  fuel.  The  management.  The 
investors.  And  the  technology. 

Our  technological  experts  are  at 
work  pioneering  a  process  called 
solvent  refining'—  removing 
pollutants  from  coal  before  it's 
burned.  This  could  be  the  best  way 
to  make  full  use  of  the  country's 
most  abundant  fossil  fuel. 

The  Southern  Company  has  the 
other  three  resources,  too. 

The  fuel:  Coal  already  generates 
more  than  80  percent  of  the 
electricity  produced  by  the  four 
operating  companies  in  the 
Southern  electric  system. 


The  management:  The  system's 
management  is  continually  looking 
for  new  cost-  and  energy-saving 
techniques,  like  introducing 
energy-efficient  home  building 
concepts  to  help  customers  reduce 
their  electric  costs. 

The  investors:  The  Southern 
Company  has  over  294,000 
common  stockholders.  Investment 
dollars  like  theirs  help  build  the 
facilities  for  the  operating 
companies'  customers. 

The  Southern  Company:  The 
company  with  the  resources  to 
meet  the  demands  of  the 
Electric  Economy. 

The  Southern  Company 

P.O.  Box  720071 

Atlanta,  Georgia  30346 


Management.  Capital. 


Southern  Company 

the  southern  electric  system 


Alabama  Power  Company 
Georgia  Power  Company 
Gulf  Power  Company 
Mississippi  Power  Company 
Southern  Company  Services,  Inc. 


The  Money  Men 

Ben  Graham's  Last 
Will  And  Testament 


By  PAUL  BLUSTEIN 

By  following  a  few  simple  rules  the 
ordinary,  intelligent  investor  can  beat 
the  market— and  most  of  the  profes- 
sionals to  boot. 

Too  good  to  be  true?  Not  if  the 
late  Benjamin  Graham  was  right.  In 
the  years  before  he  died  this  past  Sep- 
tember at  82,  the  father  of  modern 
security  analysis  did  some  fundamen- 
tal research  that  led  to  the  above 
startling  conclusion. 

Our  authority  for  this  is  Dr.  James 
B.  Rea,  64,  of  Los  Angeles,  Graham's 
partner  in  his  final  research.  Rea  is 
anxious  that  the  research  be  dissemi- 
nated. "Ben  Graham  always  wanted 
to  help  the  little  guy,  the  small  inves- 
tor," Rea  says  pensively.  Graham's  in- 
tellectual executor  holds  a  doctorate  in 
aeronautical  engineering  from  Massa- 
chusetts Institute  of  Technology,  plays 
jazz  piano,  once  piloted  Boeing  314s 
for  Pan  American  and  later  turned  to 
corporate  consulting  and  investment 
research.  Rea  reports  that  students  at 
UCLA  have  tested  Graham's  hopeful 
hypothesis  on  computers.  They  say  it 
works:  Following  Graham's  principles 
can  produce  over  long  periods  of  time 
results  that  are  double  those  of  the 
popular  market  averages. 

Unlike  Graham,  Rea  came  to  the 
stock  market  relatively  late  in  life.  In 
1974  he  was  a  consultant  in  the  cor- 
porate acquisitions  field  for  a  number 
of  large  companies,  and  he'd  hardly 
even  heard  of  Benjamin  Graham. 
Some  executives  for  whom  he  had  con- 
sulted sent  him  an  article  of  Graham's, 
pointing  out  that  Rea's  ideas  of  what 
to  look  for  in  an  acquisition  were  re- 
markably similar  to  Graham's  ideas  of 
what  to  look  for  in  an  investment.  Rea 
recalls:  "They  said,  'This  guy  not  only 
thinks  like  you,  he's  way  ahead  of  you 
—he's  been  at  it  for  50  years.'  " 

Intrigued  by  the  article,  Rea  wrote 
to  Graham,  including  a  copy  of  a  com- 
puter printout  he  had  designed  to  in- 
dicate which  publicly  owned  compa- 
nies he  considered  most  suitable  for 
acquisition.  For  weeks  Rea  received 
no  response.  Finally  Graham  called 
Rea  at  his  home  in  the  Los  Angeles 
suburb  of  Bel  Air.  He  apologized  for 


not  having  called  earlier,  explaining 
that  he  had  had  a  stroke. 

Graham  asked  a  question  about 
Rea's  computer  printout:  How  come 
Rea  was  coming  up  with  his 
(Graham's)  kinds  of  stocks?  Was  Rea 
using  Graham's  criteria?  "I  said  I 
didn't  think  so,"  Rea  recalls,  "but  I 
didn't  know  what  his  criteria  were." 
Graham  suggested  they  meet  in  La 
Jolla,  near  Los  Angeles. 

Rea  had  expected  that  La  Jolla 
would  be  his  first  and  last  meeting 
with  Graham,  but  the  two  men  found 
that  they  enjoyed  each  other's  compa- 
ny as  well  as  each  other's  way  of 
thinking.  They  met  numerous  times 
thereafter  in  the  following  months 
and  developed  a  series  of  ten  criteria, 
which  they  agreed  were  valuable  in 
evaluating  stocks  for  purchase.  They 
subsequently  found  that  they  could  get 
extremely  successful  results  using  only 
two  or  three  of  the  ten  criteria.  But 
they  started  with  ten. 

The  ten: 

1.  An  earnings-to-price  yield  of 
twice  the  triple-A  bond  yield.  If  the 


triple-A  bond  yield  is,  say,  8%,  as  it  is 
today,  then  the  required  earnings 
yield  is  16%.  Put  in  reciprocal  form, 
that's  a  price/ earnings  ratio  of  6.25. 

2.  A  P/E  ratio  down  to  four-tenths 
of  the  highest  average  P/E  ratio  the 
stock  attained  in  the  most  recent  five 
years.  (Average  P/E  ratio  was  de- 
fined as  average  stock  price  for  a 
given  year  divided  by  the  earnings  for 
that  year. ) 

3.  A  dividend  yield  of  two-thirds 
the  triple-A  bond  yield.  This  works 
out  to  about  5.33%  today. 

4.  A  stock  price  down  to  two-thirds 
of  tangible  book  value  per  share. 

5.  A  stock  price  down  to  two-thirds 
of  "net  current  asset  value"  or  "net 
quick  liquidation  value."  This  figure 
is  defined  as  current  assets  less  total 
debt.  Fixed  assets  are  not  included. 

6.  Total  debt  less  than  tangible 
book  value. 

7.  Current  ratio  (current  assets  di- 
vided by  current  liabilities)  of  two 
or  more. 

8.  Total  debt  equal  or  less  than 
twice  the  net  quick  liquidation  value 
as  defined  in  No.  5. 

9.  Earnings  growth  over  the  most 
recent  ten  years  of  7%  compounded— 
that  is,  a  doubling  of  earnings  in  a 
ten-year  period. 

10.  Stability  of  growth  in  earnings, 
defined  as  no  more  than  two  declines 
of  5%  or  greater  in  year-end  earnings 
(relative  to  the  preceding  year)  in 
the  most  recent  ten  years. 

Naturally,  only  a  tiny  handful  of 
companies  meet  all  ten  criteria,  but  a 
reasonable  number— anywhere  from 
15  today  to  upward  of  175  when  the 
market  was  down  in  1974— can  meet, 
say,  seven  or  eight  of  them.  Those 
are  the  companies  which  come  clos- 
est to  making  Graham  and  Rea's 
"buy"  list. 

The  theory  behind  the  ten  criteria, 
Rea  says,  is  this:  "We  were  really 
trying  to  find  those  stocks  that  have 
the  highest  reward-to-risk  ratio."  The 
first  five  criteria  indicate  reward  po- 
tential by  specifying  a  low  stock  price 
(or  multiple)  relative  to  important 
measures  of  value:  1)  earnings,  2) 
previous  P/E  highs,  3)  dividends,  4) 
book  value  and  5)  net  quick  liquida- 
tion value. 

The  second  set  of  five  measures  risk 
or  lack  of  it.  Criteria  6  through  8 
measure  financial  soundness.  The  last 
two  criteria  indicate  a  history  of  sta- 
ble, growing  earnings. 

The  simplest  way  to  use  the  cri- 
teria, Rea  says,  is  this:  First,  eliminate 
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stocks  that  fail  to  meet  the  acid  test  of 
financial  soundness— a  debt-to-equity 
ratio  of  less  than  one.  "That,"  Rea 
says,  "is  just  the  sensible  principle  that 
you  should  owe  less  than  you're 
worth."  Next,  choose  companies  that 
meet  one  or  more  of  the  most  impor- 
tant "reward"  criteria— numbers  1 
(low  P/E),  3  (high  yield)  and  5 
(discount  from  current  assets)  being 
the  best,  as  Graham  and  Rea  discov- 
ered. Then  buy  a  well-diversified 
package  of  qualifying  stocks,  with  at 
least  30  companies  included.  "Go 
odd-lot  if  you  have  to  in  order  to  get 
30  stocks,"  Rea  emphasizes.  Why 
such  a  large  number?  "The  individual 
investor  hardly  has  the  time  to  per- 
form in-depth  research  on  these  sorts 
of  companies  to  find  out  whether  or 
not  they  deserve  their  unpopular  stat- 
us in  the  stock  market,"  Rea  says. 
For  this  reason  the  small  investor  can- 
not afford  the  risk  of  putting  all  his 
marbles  on  just  a  few  such  com- 
panies. By  diversifying,  much  of  the 
risk  associated  with  superficial  re- 
search is  eliminated. 

From  1974  to  1976,  Rea  says, 
Graham  performed  painstaking  man- 
ual research  on  the  value  of  the  ten 
criteria.  Using  old  Standard  &  Poor's 
stock  guides,  Moody's  publications  and 
other  sources,  he  tested  to  see  what 
would  have  happened  if  an  investor 
had  used  the  criteria  from  1925  to 
1975.  One  of  the  first  things  he  noted 
was  that  criterion  6— a  debt  to  equity 
ratio  of  less  than  one— was  the  most 
useful  for  determining  a  company's 
financial  soundness. 

Beating  The  Market 

The  research  began  turning  up  some 
striking  results:  The  average  stock  se- 
lected using  just  criteria  1  (low  P/E 
ratio)  and  6  (total  debt  less  than 
equity),  appreciated  at  an  average  an- 
nual rate  of  nearly  19%  compounded 
(excluding  dividends  and  commis- 
sions). By  comparison,  the  Dow  Jones 
industrials  appreciated  at  an  average 
annual  growth  rate  of  3.5%,  or  7.5% 
including  dividends,  compounded  dur- 
ing that  period. 

The  combination  of  criterion  3, 
(high  dividend  yield)  with  criterion 
6  worked  out  nearly  as  well:  18.5%. 
As  for  criterion  5— which  specifies  that 
the  stock  price  be  down  to  two-thirds 
of  net  quick  liquidation  value- 
Graham  didn't  even  bother  carrying 
out  his  research  on  that  one.  "That 
was  one  Ben  had  been  famous  for," 
Rea  says,  "and  he  knew  from  decades 
of  investment   experience   that  you 


could  outperform  the  Dow  with  it." 
But  with  a  caveat:  Exclude  such  com- 
panies if  they  are  losing  money  or 
paying  negligible  dividends. 

Robert  Fargo,  a  financial  consultant 
in  San  Francisco,  who  also  helped 
Graham  with  the  research,  points  out 
that  the  methods  he  and  Graham  used 
were  a  bit  rough  and  ready  and  in- 
cluded several  simplifying  assump- 
tions. One  was  that  the  investor  would 
buy  every  stock  that  qualified— literal- 
ly hundreds— an  impossible  task  for  the 
ordinary  investor.  Fargo  is  convinced 
nonetheless  that  Graham's  research 
truly  indicates  that  an  investor  can 
outperform  the  market  by  using  the 
three  or  four  most  important  criteria 
and  applying  them  to  a  portfolio  of  a 
few  dozen  stocks. 

"It  was  tremendously  gratifying  to 
be  doing  research  on  a  period  you 
knew  very  little  about— say,  1938," 
says  Fargo,  "and  discover  the  stocks 
that  would  turn  out  to  be  the  real  win- 
ners." They  were  by  and  large  Ben 
Graham-type  stocks. 

Full  of  confidence  from  the  fruits  of 
his  and  Fargo's  research,  Graham  sug- 
gested to  Rea  that  the  two  men  start  a 
small  private  fund  using  the  criteria 
they  had  developed.  Rea,  who  had 
been  managing  some  business  asso- 
ciates' money  for  several  years,  agreed. 
The  fund  was  divided  into  three  equal 
portions:  One-third  was  in  govern- 
ment securities  or  cash  equivalents. 
One-third  was  in  stocks  selling  down 
to  two-thirds  of  "net  quick  liquidation 
value."  The  final  third  was  in  compa- 
nies that  met  criteria  1,  3  and  6— 
that  is,  companies  with  low  P/E  ra- 
tios, high  dividend  yields  and  a  debt 
to  equity  ratio  of  less  than  one. 

Rea  now  manages  the  fund,  which 
has  performed  very  nicely  (although, 
sad  to  say,  it  is  not  available  to  public 
investors).  Since  it  started  on  June  30 
of  last  year,  its  assets  have  appreciat- 
ed by  9%— as  against  a  decline  in  the 
Dow  of  nearly  8%.  Rea  admits  that  he 
uses  his  computer  printouts— the  same 
program  he  sent  Graham  back  in  1974 
—in  evaluating  stocks,  so  he  doesn't 
rely  solely  on  the  three  or  four  criteria 
mentioned  above.  But  they  are  the  pri- 
mary factors  behind  his  buy  and  sell 
decisions.  "I  hate  to  admit  this,"  he 
says,  "but  half  the  time  we  don't  even 
know  what  the  companies'  product 
lines  are.  We're  going  by  the  num- 
bers, and  it  works." 

It  worked,  for  example,  with  Es- 
quire Radio,  which  Rea  purchased  at 
8%  last  May  and  which  leaped  a 
month  later  to  11JL  It  also  worked  with 
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Renaissance  Man:  Aeronautical  engi- 
neer James  Rea  surfs,  plays  the  piano, 
flies  planes— and  beats  the  market. 

Ex-Cell-O  Corp.,  which  Rea  discov- 
ered at  19/2  and  which  now  goes  for 
about  27%. 

So  far  so  good,  but  selling  is  as  im- 
portant as  buying  in  stock  market  suc- 
cess. How  does  the  individual  inves- 
tor know  when  to  sell?  Rea  says  that 
he  and  Graham  devised  a  simple  rule: 
Get  out  of  a  stock  after  its  price  has 
appreciated  50%  or  after  two  years, 
whichever  comes  first.  "Ben  would  say, 
'Let's  not  be  too  greedy;  50%  is 
enough,'  "  Rea  grins.  "So  after  a  50% 
runup,  we  let  someone  else  take  over." 

Suppose  a  company's  earnings  and 
dividends  begin  to  deteriorate  after 
you  buy  the  stock?  At  what  point 
should  an  investor  bail  out?  Rea's  re- 
ply: "I  always  sell  when  the  dividend 
is  cut  to  zero.  I  think  management 
feels  that  on  a  longer-range  basis, 
things  aren't  going  to  get  better." 

What  happens  if  you  buy  a  Ben 
Graham-type  stock  and  its  earnings 
collapse?  Rea's  advice  is  to  check  the 
price  of  the  stock  against  the  criteria 
for  purchase.  "Take  a  stock  you  had 
bought  at  $10  because  it  met  your  cri- 
teria. Then  its  earnings  start  dropping 
—which  you,  of  course,  hadn't  antici- 
pated. If  the  earnings  drop,  then  the 
earnings  yield  drops.  So  the  price  at 
which  ycu  would  be  willing  to  buy  this 
stock  starts  to  drop,  right?  If  the  price 
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at  which  you're  willing  to  buy  this 
stock  drops  down  to  the  point  where, 
had  you  bought  it  at  that  price,  you'd 
now  be  at  your  50%  improvement  sell- 
ing point,  then  sell. 

"Always  keep  asking  yourself:  If 
you  didn't  own  the  stock,  would  you 
buy  it?"  If,  after  a  50%  rise,  the  answer 
was  still,  "Yes,  I'd  buy,"  then  Graham 
might  hold  out  for  more. 

When  it  comes  to  selling  after  a 
good  rise,  Rea  admits  to  being  a  bit 
more  greedy  than  Graham.  "In  look- 
ing over  Ben's  research,  I  have  con- 
cluded that  it  might  have  shown  even 
better  results  if  the  selling  rule  were 
100%  price  appreciation  and  three 
years.  But  I'll  admit,  it's  much  harder 
for  me  to  know  when  to  sell  than 
when  to  buy." 

What  about  the  investor  with  a  9 
to  5  job,  no  computer  printout  and 
only  standard  stock  guides  to  go  on? 
How  does  he  use  the  Graham-Rea 
criteria? 

All  it  takes,  says  Rea,  is  a  sharp 
pencil  and  a  little  time. 

Will  this  theory  work  in  all  kinds 
of  markets?  Won't  there  be  periods 
when  the  Dow  will  beat  the  under- 
valued, unpopular  companies? 

Alas,  that's  a  hitch.  Rea  retreats  a 
bit,  nodding  patiendy  at  the  question. 
Graham,  he  explains,  examined  ten 
five-year  periods  over  the  years  1925- 
75.  "In  four  out  of  five  five-year  pe- 
riods, the  criteria  outperformed  the 
Dow,"  he  says.  "Once  in  a  while  you'll 
come  into  a  five-year  period  where  the 
Dow  does  better.  One  of  them  was 
this  last  period  in  the  Sixties  when 
everyone  forgot  about  Ben  Graham. 
Everyone  was  onto  earnings  growth, 
not  the  balance  sheet.  But  that  didn't 
last  long." 

There  are  periods,  he  continues, 
when  it  is  very  difficult  to  find  the 
sorts  of  stocks  Graham  considered  top 
performers— the  ones  where  price  is 
down  to  two-thirds  of  net  quick  liqui- 
dation value,  and  the  company  is  still 
earning  a  profit  and  paying  a  divi- 
dend. One  of  those  periods  is  the  pres- 
ent one,  and,  as  a  result,  that  portion 
of  the  Graham-Rea  fund  that  was 
devoted  to  such  stocks  has  shrunk. 

"Market  timing  is  no  problem  for 
me,"  says  Rea.  "We  may  be  squeezed 
out  of  the  market  because  we  sell 
at  50%  improvement  and  can't  find  a 
stock  that  we  don't  already  own  that 
meets  our  criteria."  When  that  hap- 
pens, the  fund  simply  goes  into  bonds 
or  cash  equivalents  until  new  values 
turn  up. 

Graham  and  Rea's  theory  seems  to 
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run  counter  to  a  theory  that's  very 
popular  today:  the  efficient  market  hy- 
pothesis, the  contention  that  the  mar- 
ket rationally  prices  stocks  according 
to  the  mass  of  information  that  is  pro- 
vided to  all  investors.  According  to 
that  theory,  it's  impossible  to  find 
"undervalued"  stocks  without  having 
access  to  some  sort  of  inside  infor- 
mation. Hence  today's  vogue  for 
"index"  investing. 

That  doesn't  worry  Rea  in  the  least. 
"Ben  and  I  agreed  that  the  stock  mar- 
ket is  much  more  emotional  than  it 
is  efficient,"  he  says.  "By  emotional,  we 
mean  that  price  changes  result  from 
fear,  greed,  hopes,  desires— all  the  typi- 
cal emotions— on  the  part  of  individ- 
uals whose  buy-sell  decisions  affect  the 
market."  But  what  about  the  security 
analysts,  whose  professions  Graham 
fathered?  "The  security  analyst's  re- 
search helps  to  get  the  market  back 
to  central  value,"  Rea  says,  tactfully. 
"But  their  work  takes  time,  so  even 
if  the  market  is  efficient,  it  isn't  ef- 
ficient enough  to  bring  itself  back  to 
central  value  without  intense,  fre- 
quent swings  which  are  based  on  emo- 
tions." And  during  those  swings,  Ben 
Graham-type  values  emerge. 

(It  could  be  that  these  Graham  the- 
ories are  not  at  all  incompatible  with 
the  efficient  market  theory.  If  one 
includes  in  the  "information"  that  af- 
fects stocks  emotional  feelings  of  ela- 
tion or  panic,  hopes  as  well  as  fears, 
you  could  argue  that  the  market  is 
behaving  efficiently  when  it  goes  too 
far  in  one  direction  because  of  the 
way  investors  interpret  available  facts 
and  figures.) 


Rea's  Obstacle  Course 


Interestingly,  if  enough  people  be- 
gan to  use  the  Graham-Rea  system, 
the  market  toould  become  more  effi- 
cient. That  is,  fewer  stocks  would  be- 
come screaming  bargains  and  those 
that  did  wouldn't  stay  that  way  for 
very  long.  But  the  system  requires 
patience  and  a  certain  amount  of 
courage.  Courage  to  go  against  mar- 
ket fads.  Patience  to  stay  out  when 
the  market  is  soaring  and  the  bar- 
gains disappear.  Since  patience  and 
courage  aren't  in  oversupply  among 
investors,  the  system  will  probably 
continue  to  work. 

It's  past  one  o'clock  and  Rea  heads 
off  for  Malibu  with  his  surfboard.  A 
native  of  Hawaii,  Rea  has  been  riding 
the  waves  for  56  years,  and  he  tries 
to  make  the  half-hour  trip  from  Bel 
Air  to  Malibu  Beach  often. 

The  surf  is  lousy,  but  Rea  gamely 
shows  his  stuff.  "Well,"  he  chuckles 
as  he  emerges  from  the  water,  "the 
waves  are  like  the  market.  You  can't 
control  them."  You  can't  control  them, 
but  you  can  ride  with  them.  Using  a 
handful  of  Graham-Rea  criteria,  the 
investor  can  find  stocks  whose  prices 
look  ridiculously  low,  and,  by  buying 
enough  of  them,  balance  out  those 
whose  prices  are  deservedly  low. 

The  Graham-Rea  method  of  invest- 
ing is  wonderfully  democratic.  It  uses 
rules  that  big  institutional  investors 
probably  cannot  follow:  Qualifying 
stocks  are  often  too  small  to  permit 
anyone  to  take  a  huge  position  in 
them.  So  there's  no  reason  for  the 
individual  to  quit  the  stock  market. 
He  just  has  to  play  it  differently  from 
the  way  the  big  fellows  do.  ■ 


The  late  Benjamin  Graham's  gospel  for  the  small  investor  (as  passed 
down  by  his  partner,  James  Rea)  involves  setting  some  stringent  criteria 
for  a  stock  to  meet  before  it  qualifies  for  purchase.  As  tough  as  the  cri- 
teria are,  a  fairly  large  number  of  stocks  measure  up  to  the  most  impor- 
tant ones.  Below,  a  sampling  of  Rea's  current  favorites. 


Tangible 

Net  Quick 

Book 

Liquida- 
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Dividend 

Recent 

Total  Debt 

Value 

tion  Value 

Earnings 

Company 

Exchange 

Price 

(millions) 

(millions)  (per  share) 

Ratio 

Yield 

Conwed  Corp. 

OTC 

121/4 

$16.4 

$32.3 

$  8.56 

4.6 

6.5% 

Ehrenreich  Photo-Optical 

ASE 

4% 

21.8 

26.8 

11.11 

5.9 

5.1 

Hanover  Shoe 

ASE 

10% 

9.6 

25.9 

10.49 

4.8 

5.8 

Zale  Corp. 

NYSE 

143A 

154 

292 

15.36 

5.8 

6.1 

Chatham  Mfg. 

OTC 

11% 

16.3 

39.1 

14.97 

5.7 

6.9 

Brown  Group 

NYSE 

20% 

176 

204 

16.41 

5.8 

7.0 

Standard  Products  Co. 

ASE 

23% 

29.0 

30.9 

10.88 

4.2 

6.1 

Rival  Mfg. 

OTC 

10 

15.6 

51.6 

5.10 

3.5 

18.5 

PVO  Int'l. 

OTC 

121/4 

25.6 

26.7 

14.69 

5.3 

8.2 

Reeves  Brothers 

NYSE 

20% 

45.1 

80.9 

19.09 

5.4 

6.9 

Frantz  Mfg. 

ASE 

15% 

3.8 

18.3 

12.37 

5.9 

5.7 

Graniteville 

NYSE 

143/4 

45.1 

89.8 

6.97 

5.4 

6.1 
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The  Underii 


Inflation  is  driving  up  the 
replacement  cost  of  houses, 
leaving  many  homeowners  ex- 
posed to  unexpected  financial 
loss  if  their  homes  are  damaged 
or  destroyed* 

A  brief  review  by  1NA  of 
an  insurance  topic  of  general 
interest. 

Despite  a  multitude  of  home  protective  devices, 
such  as  smoke,  fire  and  burglar  alarms,  many  home- 
owners are  constantly  losing  protection  in  another 
vital  area.  Their  homes  are  not  insured  for  full  value. 

If  they  suffer  a  significant  loss,  therefore,  they 
may  have  to  pay  part  of  it  themselves,  over  and 
above  the  deductible. 

How  did  this  unhappy  state  of  affairs  come 
about?  Home  replacement  costs  are  rising  even 
faster  than  the  overall  inflation  rate.  And  it  is  todays 
replacement  cost— not  the  market  value  of  a  house 
—which  usually  determines  the  adequacy  of  in- 
surance coverage. 

In  essence,  most  homeowners  policies  state  that 
when  a  home  is  damaged  or  destroyed  due  to  an 
insured  peril,  the  total  replacement  cost  will  be 
paid  by  the  insurance  company.  Provided,  the  policy 
goes  on,  that  the  property  is  insured  for  at  least 
807o  of  its  actual  replacement  cost  at  the  time  of 
loss. 

If  it  is  not,  the  company  would  pay  whichever 


is  the  larger  of  two  other  amounts.  First,  the  actus 
cash  value  of  the  damaged  or  destroyed  property- 
current  replacement  cost,  minus  depreciatioi 
(which  for  an  older  house  could  be  extensive).  Oi 
second,  a  percentage  of  the  actual  loss,  based  on  th 
ratio  of  the  amount  of  insurance  carried  to  th 
minimum  amount  that  should  have  been  carriec 
(80%  of  total  current  replacement  cost). 

For  example,  if  $40,000  worth  of  insurance  i: 
carried  on  a  dwelling  with  a  current  replacement 
cost  of  $100,000,  the  company  would  be  obligated 
to  pay  only  50%  of  any  loss,  up  to  the  maximum  o 
$40,000. 

Replacement  cost,  explained 

What,  precisely,  is  replacement  cost?  In  simpler 
terms,  it  is  the  cost,  at  todays  prices,  of  restoring  £ 
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use  (excluding  the  foundation  and  land)  to  its 
iginal  undamaged  condition. 

An  example  is  a  home  insured  in  1973  for  1007o 
its  replacement  value,  with  the  coverage  remain- 
l  unchanged  since  then.  Over  the  same  period, 
wever,  construction  costs  have  increased  by  at 
ist  357o  (more  in  some  areas). 

As  a  result,  that  home  today  is  probably  insured 
r  less  than  807o  of  replacement  value,  so  that  any 
>s  would  be  only  partially  covered  by  insurance. 

How  is  the  replacement  cost  of  a  home  deter- 
ined?  Usually  through  a  formula  that  takes  into 
nsideration  such  factors  as  type  of  construction, 
e  number  of  rooms  and  stories  and  geographical 
ration.  Using  a  standard  form,  an  insurance  agent 
broker  can  make  such  an  estimate  in  a  few  min- 
es, as  can  a  homeowner. 


Once  determined,  insurance  coverage  should 
be  set  at  100%  of  replacement  value.  Then,  to  keep 
pace  with  continuing  inflation,  the  face  value  of 
the  policy  should  be  raised  an  appropriate  amount 
at  each  renewal.  Alternately,  some  homeowners 
policies  provide  for  automatic,  periodic  increases 
in  face  value  to  keep  pace  with  rising  construction 
costs. 

As  an  objective  discussion  of  homeowners  in- 
surance to  value,  INA  has  prepared  a  booklet  en- 
titled, "The  Underinsured  Home:  Some  Profes- 
sional Considerations!'  It  includes  an  easy-to-use 
form  for  estimating  current  replacement  value. 
Copies  may  be  requested  by  writing  INA  Corpora- 
tion, 1600  Arch  Street,  Philadelphia,  Pa.  19101. 


The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in 
1792.  Today  INA  and  its  affiliated  companies  op- 
erate around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 


Insurance  Professionals 
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•  •  Blame  Not 
The  Socialistic 
College  Professor  • 


99 


/.  Irwin  Miller,  chairman  of  the 
executive  committee  of  the  Cummins 
Engine  Co.,  is  one  of  our  more 
thoughtful  and  sensitive  business 
leaders.  In  a  recent  speech  before  the 
11th  annual  "Business  Committee  for 
the  Arts"  Award  Luncheon  in  India- 
napolis, he  asked:  Why  does  business 
have  such  a  poor  image?  Quite  blunt- 
ly, Miller  told  his  listeners:  Blame  not 
your  critics,  blame  yourselves.  Ex- 
cerpts from  his  speech: 

"It's  not  fair"  we  businessmen  tell 
ourselves.  "Nobody  mentions  or  gives 
us  credit  for  the  great  contribution  of 
business  to  the  nation  and  to  the 
world." 

We  had  better  ask  ourselves  a  hard 
question  or  two.  More  than  430  cor- 
porations [have]  disclosed  to  the  IRS 
a  variety  of  illegal  political  and  other 
payments.  We  know  about  hous- 
ing development  scandals,  security 
frauds,  bank  scandals,  lawyers  going 
to  jail,  doctors  ripping  off  Medicare. 

The  pathetic  thing  about  us  is  our 
most  frequently  proposed  solution: 
A  new  wave  of  programs  to  "tell 
Americans  the  story  of  business."  As 
we  say,  we  must  effectively  counter 
the  teaching  of  socialistic  college  pro- 
fessors. So,  when  an  airline  begins  to 
develop  a  reputation  for  losing  pass- 
enger baggage,  its  first  response  is  all 
too  often  to  mount  a  multimillion- 
dollar  advertising  campaign  to  in- 
struct the  public  in  how  well  it  han- 
dles baggage.  We  all  know  similar 
examples,  and  they  are  embarrassing. 

When  your  wife  confronts  you, 
therefore,  indignant  about  the  quality 
of  some  merchandise  she  bought, 
blame  not  the  socialistic  professor, 
blame  the  performance  of  the  Ameri- 
can businesses  with  which  she  has 
to  deal. 

I  recommend  that  businessmen 
cool  their  indignation  at  growing  anti- 
business  sentiment,  and  turn  their  at- 
tention instead  to  serving  their  cus- 
tomers, and  meeting  the  expectations 
which  we  have  ourselves  created. 

When  the  products  of  business 
really  work,  when  business  is  known 
to  step  up  and  accept  responsibility 
for  mistakes,  when  it  serves  its  cus- 
tomers with  understanding  and  hu- 
manity, when  it  obeys  the  laws  of 
every  land  in  spirit  as  well  as  letter, 


then  I  think  the  image  of  business 
will  change  for  the  better. 

In  a  recent  Newsweek  column, 
Professor  Milton  Friedman,  comment- 
ing on  business  and  pollution,  argues 
that  business  should  not  really  do 
anything  that  costs  money  and  which 
it  isn't  compelled  to  do  by  law  or  by 
direct  contribution  to  profit. 

Perhaps  Professor  Friedman  can  be 
excused  for  his  naivete.  He  is  a  ten- 
ured professor  and  hasn't  had  to  meet 
a  payroll.  Let  me  [contrast]  to  his 
opinions  those  of  Henry  Ford,  foun- 
der of  a  very  successful  profit-making 
business.  Ford  once  wrote  to  a  com- 
plaining stockholder: 

"Business  and  industry  are  first  and 
foremost  a  public  service.  We  are  or- 
ganized to  do  as  much  good  as  we 
can  everywhere  for  everybody  con- 
cerned. ...  A  reasonable  profit  is 
right,  but  not  too  much.  So,  it  has 
been  my  policy  to  force  the  price  of 
the  car  down  as  fast  as  production 
would  permit  and  give  the  benefit  to 
the  users  and  the  laborers  with  result- 
ing surprisingly  enormous  profits  to 
ourselves." 

[In  a  similar  vein]  Paul,  the  tent- 
maker,  said:  "Do  not  use  freedom  as 
an  opportunity  for  selfishness."  Four 
hundred  years  before  Paul,  Aristotle 
observed:  "Democracy  is  possible  only 
if  each  of  its  members  is  capable  of 
outrage  at  injustice." 

People  like  Henry  Ford  and  Paul 
and  Aristotle  are  saying  that  mean- 
ingful freedom  will  stay  alive,  and 
democracy  will  exist,  only  among  peo- 
ple who  feel  fairly  treated,  recog- 
nized, and  who  feel  individually  that 
they  have  a  chance  to  use  their  abil- 
ities to  the  full.  It  is  not  a  matter  of 
morals,  it  is  a  matter  of  fact. 

So  Henry  Ford  was  more  realistic 
than  Professor  Friedman.  We  save  our- 
selves, our  business,  only  by  making 
this  society  work  equally  well  for  all 
its  members.  To  me  that  means,  among 
many  other  things,  voluntary  individ- 
ual and  collective  concern,  voluntary 
giving— giving  knowledge,  time,  mon- 
ey wherever  we  are  convinced  it  will 
improve  quality,  correct  evils,  extend 
equity  in  America.  The  case  for  cor- 
porate giving  is  an  essential  part  of 
corporate  survival. 

Are  the  good  things  in  a  business 
to  be  found  in  sound  debt  ratios, 


Cummins'  Miller:  The  "image"  of 
business  is  society's  perception 
of  how  well  it  is  being  served. 

splendid  world  headquarters  and  su- 
per bonuses?  There  can  be  nervous 
breakdowns  and  personal  disasters  as 
easily  as  personal  successes  in  such 
circumstances.  But  how  about  a  busi- 
ness that  pays  a  litde  less  flamboy- 
antly, or  houses  the  executive  staff  in 
not  quite  so  plush  a  manner,  yet 
whose  members  feel  they  are  listened 
to  if  they  have  an  idea  or  a  concern, 
feel  they  can  freely  admit  a  mistake, 
feel  their  successes  are  noted  and 
mentioned? 

The  good  things  in  this  world  have 
never  been  the  things  we  can  hold  in 
our  hand  and  call  "ours."  The  good 
things  for  all  of  us  always  have  been 
the  good  feelings  which  have  risen 
within  us,  and  for  a  moment  taken 
possession  of  us.  But  you  can  no  more 
experience  good  feelings,  if  you  can- 
not feel,  than  you  can  lift  a  weight, 
if  you  have  let  your  muscles  atrophy. 
In  an  Easter  sermon  John  Donne  said: 
"All  our  life  is  but  a  going  out  to  the 
place  of  execution,  to  death.  Was 
there  ever  any  man  seen  to  sleep 
in  the  cart  .  . .  between  the  pris- 
on and  the  place  of  execution?  [Yet] 
we  sleep  all  the  way,  from  the  womb 
to  the  grave  we  are  never  thorough- 
ly awake." 

It  is  the  ancient  task  of  the  best 
artists  among  us— to  awaken  us,  to 
force  us  to  use  our  ability  to  see,  to 
feel,  and  to  share  emotions,  to  realize 
what  it  means  to  be  thoroughly  alive, 
rather  than  half  dead  .  .  .  helps  us 
truly  to  see  our  neighbor,  helps  him 
to  see  us.  The  artist  helps  .  .  .  make 
America  a  home  for  all  its  members, 
and  for  you  and  me  as  well. 

I  think  such  an  America  might  be 
a  very  good  place  for  any  business. 
So  money  and  time  and  concern 
spent  [on  the  arts  and  on  helping  the 
less  fortunate]  might  turn  out  really 
not  to  have  been  "spent"  at  all.  ■ 
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Although  it  is  becoming  better  known  inter- 
nationally, Peterlee  is  in  fact  a  fairly  small 
town  in  the  North  East  of  England  with  a 
population  approaching  30,000.  Situated  in 
an  industrial  area  within  daily  travel  of  a 
much  larger  population  the  town  is  on  a 
greenfield  site,  thus  benefiting  from  a  rural 
atmosphere  and  an  industrial  infrastructure. 
Peterlee  has  been  chosen  as  a  manufacturing 
location  by  a  range  of  British  and  inter- 
national companies  involving  the 
commitment  of  £20,000,000  for 
investment  in  factories  and  equipment  in 
the  last  couple  of  economically  depressed 
years. 

While  not  perfect  for  every 
development  -  and  which  location  is  - 
the  list  of  companies  which  have  chosen 
Peterlee  is  sufficiently  impressive  to 
suggest  that  any  executive  considering 
European  plant  location  should  place  the 
town  on  his  short  list  for  detailed 
scrutiny.  Companies  such  as  General 
Mills,  Cummins  Engines,  Norris 
Industries,  Borden,  I.T.E.  Imperial 
Corporation,  Newell  Group,  and  a 
selection  of  British,  German,  Norwegian, 
Japanese  and  Italian  companies  have  all 
located  subsidiaries  in  the  town. 


We  can  offer  factories  for  rent  or  sale, 
sites  for  building,  an  adaptable 
industriously  minded  labour  force,  and  a 
first-class  location  for  U.K.  and  European 
markets.  When  the  financial  incentives 
available  in  the  form  of  outright  grants 
and  soft  loans  are  taken  into 
consideration  a  very  attractive  package 
can  be  offered  to  the  industrial  investor. 


The  pictures  above  are  the  rear  views 
of  members  of  the  team  which  have  gone 
around  the  world  from  Peterlee  attracting 
international  investment.  If  you  would 
like  to  meet  one  of  them  face  to  face  to 
see  if  Peterlee  can  help  with  your  plant 
location  decisions,  please  fill  in  the 
coupon.  Frequent  visits  are  made  to  the 
United  States,  Japan  and  Western 
Europe  and  we  would  be  delighted  to  put 
you  on  our  next  schedule. 

The  Director  of  Estates, 
Peterlee  Development  Corporation, 
Ridgemount  House,  Bede  Way, 
Peterlee,  Co.  Durham,  ENGLAND. 
Telex:  Devcor  537246. 
Telephone:  Peterlee  865638. 

PETERLEE 

IS  THE  PLACE  TO  BE. 


Please  put  me  on  your  next  schedule  for  a  visit/ 
please  mail  me  literature  about  Peterlee. 


NAME 


COMPANY  NAME . 
ADDRESS  


TELEPHONE  NO 
TELEX  NO   


PETERLEE- 
|  THE  SOUND 
j  INVESTMENT! 


we're  feeding  rubbc 
prime  ribs  of  beef 


The  plants  we're  feeding  are  the 
Goodyear  and  Firestone  rubber 
plants.  One  of  our  companies, 
Gieyhound  Food  Management, 
supplies  everything  they  need  for 
on-site  meal  service.  That  includes 
personnel,  equipment,  and  food 
(from  sandwiches  to  executive 
dinners). 

Actually,  our  food  is  enjoyed  by 
a  wide  and  rapidly  growing  range 
of  businesses  and  institutions  here 
and  in  Europe.  We  cater  to  military 
bases,  schools,  hospitals,  and 
anyone  else  that  needs  to  feed  a 
large  group  efficiently. 

Food  service— one  of  the  many 
ways  we're  meeting  people's 
needs. 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 
Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 

Carey  Transportation 

Gray  Line  of  New  York 

Gray  Line  of  San  Francisco 

Greyhound  Airport  Services 

Greyhound  World  Tours 

Loyal  Travel  Service 

Motor  Coach  Industries 

New  Mexico  Transportation 

Red  Top  Sedan  Service 

Royal  Hawaiian  Transportation 

Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING— FINANCING— COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 

FOOD 

Armour  Food  Company 

FOOD  SERVICE 

Faber  Enterprises 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 


Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Greyhound  Exposition  Services 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


Everybody  says  it's 

But  nobody's  willing  to  m 
the  kind  of  leasing 
commitment  you  need  | 

We'll  find  a  way. 

We  thrive  on  solving  big,  tough,  unusual  tions  that  are  totally  unique  to  leasing, 

problems.  Even  when  money  is  tight.  We  People  who  will  get  back  fast  with  the 

don't  believe  in  last-minute  surprises.  answers  you  need. 
We  do  believe  in  standing  by  every  commit-        We've  made  leasing  commitments  all 

ment  we  make.  over  the  world.  For  everything  from  power 

We've  got  people  who  can  analyze  oppor-  plants  to  printing  presses.  We  recognize 

tunities  and  structure  all  forms  of  equipment  opportunity.  We  know  what  it  takes  to  make 

leasing.  People  who  can  deal  with  the  it  reality.  Call  the  leasing  people  at 

complex  legal,  accounting,  and  tax  considera-  Continental.  312/828-7163.  We'll  find  a  way. 


CONTINENTAL  BANK 

231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 
Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation  •  New  York,  Cleveland,  Houston,  Los  Angeles 


Playing  For  High  Stakes 
In  The  Virgin  Islands 

Desperate  for  funds,  the  government  of 
the  U.S.  Virgin  Islands  is  putting  the  squeeze 
on  Amerada  Hess.  Tough  oilman  Leon  Hess  is  squeezing  back. 


By  TAD  SZULC 

Leon  Hess,  the  oil  industry's  most 
imaginative  and  successful  buccaneer, 
seems  on  the  verge  of  winning  his 
latest  great  gamble— a  Caribbean  gam- 
ble worth  billions  of  dollars.  At  stake 
is  the  ultimate  fate  of  the  linchpin 
of  the  Amerada  Hess  Corp.'s  empire 
which,  with  $3  billion  in  worldwide  as- 
sets, is  the  18th-largest  oil  company 
in  the  U.S. 

The  future  of  Amerada  Hess  is  close- 
ly tied  to  the  fate  of  a  single  ten- 
year-old  refinery,  the  world's  biggest. 
Owned  by  a  subsidiary  of  the  oil  com- 
pany, the  $650-million,  700,000-bar- 
rel-a-day  refinery  is  located  on  the  is- 
land of  St.  Croix  in  the  U.S.  Virgin 
Islands.  It  accounts  for  27%  of  Amer- 
ada Hess'  earnings,  an  even  greater 
percentage  of  its  revenues,  and  was 
built  under  an  extremely  favorable 
tax-exemption-and-subsidy  deal  grant- 
ed by  the  islands'  government  to  at- 
tract the  giant  project.  The  original 
agreement  was  signed  in  1965  and  ex- 
pires in  1981,  but  the  government  of 
the  Virgin  Islands,  the  strikingly  beau- 
tiful self-governing  U.S.  territory  in 
the  eastern  Caribbean,  has  been  push- 
ing for  an  immediate  renegotiation. 

The  territory,  despite  hefty  federal 
aid,  is  in  dire  financial  straits— be- 
cause of  its  rapid  population  growth 
and  considerable  fiscal  mismanage- 
ment. The  islands'  government's  pro- 
posal was  to  extend  the  deal  until 
1991  if  Hess  would  give  it  $15  million 
at  once  against  future  taxes  and  $14 
million  annually,  starting  this  year,  in 
new  royalties.  These  two  figures  hap- 
pen to  add  up  to  what  was  the  gap 
in  the  islands'  $130-million  budget  in 
the  current  fiscal  year.  The  Virgin  Is- 
lands, having  barely  balanced  the 
budget  (which  is  required  by  law) 
last  June  30  because  of  an  unexpected 
injection  of  federal  funds,  now  needs 
more  money  for  pay  increases  due  its 


firemen,  nurses,  teachers  and  other 
government  employees.  Nobody  has 
any  idea  how  to  balance  the  next  bud- 
get without  Hess. 

Although  Hess  clearly  needs  the  St. 
Croix  refinery  to  service  his  vast  heavy 
fuel  (residual  oil)  market  in  north- 
eastern U.S.,  he  is  seeking  to  trade 
his  dollars  in  exchange  for  a  deal 
that  would  be  even  sweeter  than  the 
1965  deal.  Hess'  tactics  have  been 
clever. 

Leon  Hess  is  a  man  with  a  giant 
ego,  who  personally  runs  everything 
he  controls.  (His  15%  ownership  of 
Amerada  Hess  is  worth  some  $160 
million.)  He  rules  his  empire  from 


headquarters  on  the  Avenue  of  the 
Americas  in  New  York.  For  three 
months  his  attorneys  haggled  with 
the  islands'  government,  finally  reach- 
ing an  agreement  in  principle  earlier 
this  year.  Then,  in  the  last  week  in 
June,  he  repudiated  the  whole  deal. 
Instead,  Hess  said  he  would  stick  with 
the  old  deal  and  decide  after  1981 
what  to  do  about  the  refinery. 

In  an  unprecedented  speech  before 
the  islands'  legislature,  Hess'  local  at- 
torney, Everett  B.  Birch,  said  the  re- 
vised deal  was  off  because  the  com- 
pany was  fed  up  with  the  criticism  it 
received  after  the  proposed  agreement 
was  leaked  to  the  local  press.  Maybe 
so;  the  criticism  was  harsh  enough. 
Could  it  have  been,  however,  that  the 
wily  Hess  used  the  criticism  as  an  ex- 
cuse to  hold  out  for  a  better  deal? 
Hess,  after  all,  is  a  gambler,  and  a 
clever  one.  Badly  as  Hess  needs  the 
refinery,  the  Virgin  Islands  probably 
need  Hess  more. 


Hess  was  following  the  industry 
trend  when  he  decided  in  1965  to 
build  the  St.  Croix  refinery.  The  quota 
on  the  import  of  heavy  oil  to  the  main- 
land that  had  been  established  in 
1959  was  raised  in  1966  and  the  ma- 
jors rushed  into  offshore  refining  in  the 
Caribbean.  It  was  also  cheaper  to 
build  refineries  and  process  oil  there 
than  at  home,  and  they  could  escape 
U.S.  taxes.  Exxon  went  to  Aruba, 
Texaco  to  Trinidad,  Royal  Dutch/ 
Shell  to  Curacao,  and  New  England 
Petroleum  (which  is  not  a  major) 
went  to  the  Bahamas. 

Leon  Hess,  however,  discovered  the 
Virgin  Islands  and  the  advantages  of 


operating  under  the  Stars  and  Stripes. 
The  Chase  Manhattan  Bank's  David 
Rockefeller  (whose  family  owns 
property  in  the  islands)  helped  him. 

Working  on  American  soil,  Hess  had 
the  advantage  of  being  classified  as  a 
domestic  refinery,  a  big  help  with  im- 
port quotas.  Because  the  Jones  Act 
exempts  the  Virgin  Islands  from  the 
requirement  that  U.S.  vessels  be  used 
for  trade  between  American  ports, 
Hess  was  able  to  plan  on  contracting 
cheaper  foreign  tankers  to  carry  oil 
products  from  St.  Croix. 

As  for  the  Virgin  Islands,  the  Hess 
bid  was  a  godsend.  The  islands  real- 
ized they  could  not  forever  depend  on 
tourism  and  had  to  diversify  economi- 
cally. The  St.  Croix  refinery  fitted  per- 
fectly into  its  industrial-development 
incentive  plan. 

And  the  concessions  granted  Hess 
in  1965  seemed  to  make  sense,  trig- 
gering no  concern  even  on  the  part  of 
the  majors.  For  one  thing,  Hess  was 


". . .  The  Virgin  Islands,  having  barely  balanced  [its  last 
budget],  needs  more  money. . . .  Nobody  knows  how 
to  balance  the  next  budget  without  Hess  . . ." 
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then  a  small  company,  and  giants  like 
Exxon  certainly  didn't  worry  about  it. 

In  the  original  agreement,  the  legis- 
lature exempted  Hess  from  the  6%  ad 
valorem  fee  applied  to  all  imports 
from  abroad  under  a  law  dating  back 
to  Danish  rule  that  ended  when  the 
U.S.  purchased  the  territory  in  1917. 
Because  in  the  Sixties  imported 
crude  cost  Hess  only  $1.60  a  barrel, 
the  import  fee  would  have  been  a 
mere  9  cents,  and  chances  are  that  he 
would  have  gone  to  the  Virgin  Islands 
even  without  this  exemption,  center- 
ing on  the  other  advantages.  Still,  the 
islands  had  to  be  competitive,  and 
Hess  gratefully  grabbed  the  waiver.  It 
was  his  luck,  prescience— or  both. 

More  to  the  point  in  1965  was  the 
local  government's  willingness  to  for- 
go 75%  of  the  federal  income  tax  on 
the  profits  of  the  Hess  Oil  Virgin  Is- 


lands Corp.  (Under  the  Organic  Act 
governing  relations  between  the  U.S. 
and  the  Virgin  Islands,  the  federal 
government  collects  all  the  federal  in- 
come taxes  in  the  territory  and  then 
fully  refunds  them  to  the  islands. )  The 
St.  Croix  refinery  was  likewise  relieved 
of  the  2%  gross  receipts  tax. 

The  tax  deal  turned  out  to  be  cru- 
cial. In  1976  Hess'  Virgin  Islands 
profits  were  about  $35  million;  as 
against  this,  the  company  paid  $2.7 
million  in  royalties  and  less  than  $5 
million  in  income  taxes.  Fair  enough: 
The  islands  got  the  benefit  of  the  re- 
finery, Hess  a  profitable  operation. 

Hess  also  got  support  from  the  local 
government  when  he  sought  and  ob- 
tained from  the  U.S.  government  par- 
tial exemption  from  then-existing  quo- 
tas in  sending  his  foreign-produced 
but  Virgin  Islands-refined  petroleum 
products  other  than  heavy  fuel  to  the 
continental  U.S.  It  was  around  the 
same  time  that  Hess  bought  control 
of  Amerada  Petroleum  Corp.,  an  im- 
portant domestic  producer  of  crude. 
Hess  began  expanding  the  St.  Croix 
refinery  and  developing  what  became 
the  largest  heavy-fuel  storage  capacity 
on  the  eastern  seaboard— another  of 
his  prescient  moves.  Products  from  St. 
Croix  flowed  into  his  mainland  storage 
tanks.  Step  by  step  Hess  was  building 
his  little  company  into  a  major  inte- 
grated oil  company. 

The  payoff  came  with  the  1973 
Arab  oil  embargo,  the  sudden  energy 
shortages  and  the  rise  in  crude  prices 
by  the  Organization  of  Petroleum  Ex- 
porting Countries.  This  was  when  all 


the  Hess  planning  and  investments— 
and  special  advantages— fell  into 
place,  with  St.  Croix  in  a  key  role. 

With  import  quotas  abolished, 
Amerada  Hess  could  bring  every  last 
barrel  of  refined  products  from  the 
Virgin  Islands  to  the  U.S.,  and  St. 
Croix  could  already  process  500,000 
barrels  a  day.  Owning  68  million  bar- 
rels of  mainland  storage  capacity, 
Hess  was  among  the  few  operators 
capable  of  supplying  the  hungry  East 
Coast  industrial  market.  Not  subject 
to  the  Virgin  Islands  import  fee,  with 
crude  oil  prices  quadrupling  in  a  mat- 
ter of  months,  and  free  to  use  cheaper 
foreign  tankers  under  the  provisions 
of  the  Jones  Act,  Hess  was  in  the 
catbird  seat. 

The  net  earnings  of  Amerada  Hess 
consequently  rose  from  $133  miUion 
in   1971  to  $246  million  in  1973 


( 1972,  with  earnings  of  only  $26  mil- 
lion, was  not  a  representative  year 
because  of  changes  in  accounting 
methods,  but,  statistically,  the  com- 
pany's profits  rose  1,000%  from  1972 
to  1973). 

But  this  was  only  the  beginning. 
In  1974  St.  Croix  really  proved  its 
value  to  Hess.  Attempting  to  equalize 
the  cost  of  crude  to  domestic  refiners, 
the  Ford  Administration  had  institut- 
ed the  system  of  "entitlements,"  under 
which  refineries  in  the  U.S.,  buying 
cheap  mainland  crude  at  the  con- 
trolled price  of  $5.25  per  barrel,  had 
to  pay  the  difference  to  those  refining 
the  expensive  $12  imported  OPEC 
oil.  Because  St.  Croix  was  a  domestic 
refinery,  Hess  collected  over  $400  mil- 
lion between  late  1974  and  early  1976 
from  his  competitors,  chiefly  the  ma- 
jors with  refineries  in  Texas  and  Lou- 
isiana. The  majors'  Caribbean  refin- 
eries did  not  have  Hess'  advantages 
because  they  were  on  foreign  soil. 
Subsequently,  the  entitlements  were 
reduced— Hess  still  collects  roughly 
$200  million  annually— but  it  was  a 
fantastic  windfall. 

Because  of  this  break,  Hess  was 
able  to  lower  his  prices  to  the  con- 
sumers. Underselling  the  competition, 
he  captured  the  lion's  share  of  the 
northeast  market  in  1974  notwith- 
standing anguished  cries  (  and  a  spate 
of  lawsuits)  from  the  majors  and 
other  independents.  When  the  energy 
crisis  hit  again  last  winter,  Hess  was 
ready,  his  storage  tanks  brimming 
with  pre-freeze  St.  Croix  imports.  This 
may  explain  why  Amerada  Hess  prof- 


» 


its  in  the  first  quarter  of  1977  were 
60%  over  the  previous  quarter's. 

Hess  was  coasting  happily  when 
the  Virgin  Islands,  nearing  bankrupt- 
cy, approached  him  last  year  to  ex- 
tend the  1965  agreement  until  1991. 
Five  more  years  of  excellent  profits 
loomed  ahead.  Amerada  Hess  had 
ample  supplies  of  crude  from  its  own 
production  in  Libya,  Abu  Dhabi,  the 
North  Sea  and  Alaska,  as  well  as  un- 
limited access  to  Iranian  oil  to  keep 
St.  Croix  bustling. 

Comfortable  as  he  was  with  the 
existing  deal  then,  Hess  felt  in  no 
hurry  to  change  it.  If  the  Virgin  Is- 
lands 'government  wanted  to  bargain 
for  more  immediate  cash,  let  them 
make  him  an  offer.  Appeals  to  his 
public  spiritedness  were  all  well  and 
good— but  business  was  business.  That 
was  his  official  position. 

The  fact  is,  however,  that  Hess 
does  have  a  problem  with  the  exist- 
ing arrangement.  What  will  happen 
after  it  expires,  in  less  than  four 
years?  If  the  exemption  status  is  al- 
lowed to  die,  Hess  will  be  paying  77 
cents  per  barrel  in  import  fees  (up 


". . .  The  payoff  came  with  the  1973  Arab  oil  embargo  
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from  the  9  cents  that  would  have  ap- 
plied in  1967)  on  the  basis  of  the 
current  crude  price  of  $12.80  per 
barrel;  nobody,  of  course,  has  any 
notion  what  the  price  may  be  in  1981. 
If  St.  Croix  runs  at  full  capacity,  the 
annual  dues  in  import  duties  would 
exceed  $200  million,  which  would  be 
a  tremendous  boon  for  the  Virgin  Is- 
lands, but  could  conceivably  put  Hess 
out  of  business  there. 

Under  the  circumstances,  Hess 
agreed  to  negotiate— playing  up  pub- 
licly his  "good  citizen"  role— and  the 
talks  began  last  February.  When  the 
details  emerged,  it  appeared  that  the 
"reluctant"  Hess  had  gotten  himself 
an  excellent  arrangement. 

On  his  part,  he  was  willing  to  make 
the  one-time,  $15-million  payment  to 
the  Virgin  Islands  on  June  30,  as  an 
income  tax  prepayment,  and  to  pay 
the  territory  $14  million  in  new  annual 
royalties  retroactive  to  last  Jan.  1.  The 
forgiveness  on  his  income  tax  would 
be  lowered  from  75%  to  65%.  Everett 
Birch,  the  Hess  attorney,  insisted  be- 
fore the  legislature  that  the  compa- 
ny was  offering  so  much  cash  against 


its  better  judgment  to  accommodate 
the  financially  collapsing  islands. 

In  exchange,  the  Virgin  Islands 
would  extend  the  import-fee  exemp- 
tion until  1991.  It  would  also  amend 
its  customs  laws  "to  provide  for  the 
establishment  of  customs-bonded 
manufacturing  warehouses  in  the  Vir- 
gin Islands,  and  for  the  entry  therein, 
without  payment  of  customs  duties 
therefor  of  imported  crude  petroleum 
and  unfinished  petroleum  products  for 
manufacture  into  petroleum  products 
for  importation."  In  simple  language, 
this  would  institutionalize  Hess'  ex- 
emptions even  beyond  the  life  of  any 
new  agreement.  But  there  was  more: 
The  draft  provides  that  the  Virgin 
Islands  government  would  "initiate 
and  vigorously  support,  to  the  fullest 
extent  of  its  ability,"  the  establishment 
of  a  U.S.  Oil  Customs  Zone  in  the  ter- 
ritory "within  which  the  area  of  the 
Hess  refinery,  and  only  such  area,  will 
be  included." 

If  such  a  "customs  zone"  is,  indeed, 
established,  Leon  Hess  will  acquire  its 
St.  Croix  tariff  shelter  as  a  monopoly 
in  perpetuity   (or  until  Washington 


changes  its  mind  and  changes  the  law 
in  the  future).  His  status  as  a  domes- 
tic refiner  would  be  reaffirmed  and  he 
would  never  again  depend  on  the 
whims  of  Virgin  Islands  politicians. 

Nevertheless,  Hess  chose  to  call  off 
this  deal  at  the  last  moment,  citing 
some  unfavorable  publicity  and  at- 
tacks on  his  integrity.  Word  has  been 
spread  quietly  that  if  no  satisfactory 
agreement  is  obtained  by  1981,  Hess 
would  simply  close  down  the  refinery 
because  the  St.  Croix  investment  would 
be  written  off  at  that  point.  Oilmen 
tend  to  discount  this  threat  because 
they  cannot  see  Hess  sacrificing  his 
northeast  market,  which  would  near- 
ly collapse  without  St.  Croix,  and  they 
are  convinced  that,  in  the  end,  he 
will  get  what  he  wants. 

Leon  Hess  could  be  seeking  an 
even  better  deal.  Or,  by  seeming  to  be 
unhappy,  he  may  simply  be  trying  to 
disarm  objections  to  the  new  deal.  In 
either  case,  there  are  few  people  in 
the  islands  willing  to  call  his  bluff. 
Unemployment  is  high  on  the  islands, 
and,  among  only  100,000  people,  the 
refinery's  $30-million  payroll  is  very 
important. 

Whether  Hess  is  bluffing  or  not,  he 
has  characteristically  begun  moving 
elsewhere.  During  the  week  of  the 
June  crisis,  he  flew  down  on  his  pri- 
vate Grumman  jet  to  the  Caribbean 
island  of  St.  Lucia,  a  British  self-gov- 
erning territory,  to  sign  an  agreement 
to  build  a  refinery  there.  St.  Lucia  is 
not  designed  to  replace  St.  Croix  in 
the  Hess  scheme  of  things,  and  com- 
pany officials  say  that  the  new  refinery 
is  planned  to  supply  unnamed  foreign 
markets  in  a  brand-new  Amerada  Hess 
venture.  This  may  be  related  to  the 
company's  current  exploration  for  oil 
in  the  Saba  Bank  off  the  Netherlands 
Antilles  and  30  miles  from  St.  Croix. 
And  Hess  has  taken  precautions  in 
St.  Lucia;  not  only  did  he  obtain  ap- 
proval from  both  the  government  and 
the  parliamentary  opposition,  but  his 
planned  investment  there  (initially 
$62  million )  is  fully  guaranteed  against 
expropriation  by  the  U.S.  government's 
Overseas  Private  Investment  Corpora- 
tion insurance. 

Since  then,  the  finance  committee 
of  the  territorial  Senate  has  autho- 
rized Governor  Cyril  King  to  reopen 
negotiations  with  Hess,  although  the 
full  Senate  subsequendy  voted  to  hold 
public  hearings  before  the  talks  ac- 
tually resume— if  Hess  is  willing  to  do 
so.  Hess'  attorney  Birch  indicated  that 
—of  course— Hess  would  receive  King 
if  he  came  to  Woodbridge. 

As  things  now  stand,  Leon  Hess 
seems  to  be  winning— and  the  politi- 
cians losing— in  this  classic  poker  game 
between  an  overextended  government 
and  a  hardheaded  businessman.  ■ 
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Squash  Everyone? 

In  the  wake  of  the  tennis  boom  comes  squash, 
a  blend  of  physical  frenzy  and  snob  appeal. 


By  MAXWELL  KING 

Barbara  Fitzgerald,  a  34-year-old 
school  administrator  from  Philadel- 
phia, had  never  been  much  of  an 
athlete.  "I've  always  had  a  hangup 
about  sports,"  she  says.  But  then  her 
husband,  Roger,  tried  a  racquet 
game  called  squash  and  became  such 
a  convert  that  he  gave  up  tennis  and 
cajoled  his  wife  into  trying  squash, 
too.  "It  generally  got  my  juices  going; 
I  got  really  excited  about  getting  ac- 
tive," says  Mrs.  Fitzgerald.  Now  she's 


a  regular  squash  player,  jogs  and 
swims  more  often  and  drives  a  car 
that  sports  a  "Squash  Is  My  Racquet" 
bumper  sticker. 

The  tennis  boom  of  the  late  Sixties 
and  early  Seventies  has  crested,  and 
in  its  wake  is  sailing  a  little  sports 
boomlet  called  squash.  The  estimated 
15%-a-year  growth  in  the  tennis  busi- 
ness has  slowed  to  2%  or  3%,  accord- 
ing to  an  official  of  the  Tennis  Corp. 
of  America,  and  some  markets  are 
saturated  with  indoor  tennis  facilities 
that  can't  fill  their  courts.  A  new  in- 


door tennis  facility  needs  a  70%  oc- 
cupancy rate  just  to  break  even. 

But  the  very  things  that  have 
caused  the  tennis  boom  to  reach  a 
plateau— money  and  time— are  fueling 
the  same  kind  of  dramatic  boom  in 
squash  in  North  America. 

A  squash  court  can  be  built  in  one- 
tenth  the  space  of  a  tennis  court  for 
one-third  the  cost;  an  indoor  tennis 
facility  may  cost  $150,000  a  court, 
compared  with  about  $50,000  per 
court  for  squash.  A  half  hour  of 
squash  provides  an  exhausting  work- 
out, so  players  only  have  to  pay  for 
about  half  as  much  court  time  to 
bum  the  same  number  of  calories.  In 
many  areas  where  tennis  courts  rent 
for  $15  or  more  an  hour,  a  half  hour 
of  squash  costs  only  $5  to  $8.  The  re- 
sult is  that  commercial  squash  clubs, 
which  did  not  even  exist  four  years 


ago,  are  springing  up  everywhere: 
New  York  has  nine,  Philadelphia  has 
three,  and  there  are  clubs  in  Los  An- 
geles, Seattle,  Mexico  City,  Toronto, 
Montreal,  St.  Paul,  Vancouver,  Cal- 
gary and  San  Francisco,  according 
to  Darwin  P.  Kingsley  HI  of  the  U.S. 
Squash  Racquets  Association.  The 
clubs'  profits  are  promising  enough 
that  developers  are  looking  into  Bos- 
ton, Washington,  Atlanta,  Cleveland 
and  other  cities. 

Tom  McCarthy  is  president  of  the 
Toronto  Squash  Club,  the  first  com- 
mercial facility  to  be  built  in  North 
America.  He  reports  that  the  $1.8- 
million  investment  it  took  to  start  the 
Toronto  club  will  be  paid  off  within 
eight  years.  In  fact,  McCarthy's  com- 
pany has  just  opened  a  new  club  in 
Montreal  and  plans  to  expand  the 
Toronto  facility. 

In  New  York,  over  $7.5  million  has 
been  invested  in  the  construction  of 
commercial  squash  courts  in  the  past 
three  years,  according  to  Thomas  B. 
Jones,  a  press  agent  for  the  Metropol- 
itan Squash  Racquets  Association.  The 
first  to  build  such  a  facility  in  the  city 
was  Harry  Saint,  who  raised  about 
$300,000  from  private  investors  to 
put  up  the  Fifth  Avenue  Racquet 
Club.  It  broke  even  right  away,  says 
Saint,  and  his  group.  Town  Squash, 
Inc.,  has  since  built  the  Turtle  Bay 
Racquet  Club  and  the  Uptown  Rac- 
quet Club,  a  posh  affair  that  cost 
nearly  $1.5  million  and  has  a  bar, 
restaurant,  day-care  center  for  chil- 
dren and  a  sauna,  as  well  as  the  cus- 
tomary racquet  shop  and  locker  room. 
The  three  clubs  are  attracting  new 
membership  fast  enough  (5,000  to- 
tal now)  that  they  are  even  filling 
courts  in  the  summer,  belying  squash's 
traditional  reputation  as  a  winter 
game.  "We  didn't  used  to  be  able  to 
fill  a  beginners'  clinic  after  April," 
says  Saint,  "but  we  just  filled  two  new 
beginners'  clinics  for  July." 

Local  investors,  often  squash  en- 
thusiasts, can  put  together  the  money 
to  build  a  club,  as  Saint's  group  did. 
Or  they  can  even  leverage  their  capi- 
tal commitment,  as  did  the  ten  in- 
vestors who  put  together  the  Berwyn 
Squash  Club  outside  Philadelphia, 
the  first  commercial  club  in  the  U.S. 
Paul  Monaghan  Jr.,  who  established 
that  group,  persuaded  a  local  bank 
to  put  up  about  $200,000  of  the 
needed  $300,000,  and  that  experi- 
ence led  to  the  creation  of  two  more 
clubs  in  the  Philadelphia  area.  They 
now  figure  the  Berwyn  club  gener- 
ates a  20%  return  on  their  investment. 

According  to  the  USSRA,  in  the 
past  15  years  the  number  of  players 
in  the  U.S.  has  grown  from  about 
130,000  to  over  400,000,  and  half 
that  growth  has  taken  place  in  the 


past  few  years.  Significantly,  some 
20,000  of  these  players  are  women; 
a  few  years  ago  there  were  practi- 
cally no  women  playing  because  the 
private  clubs  that  offered  facilities  ex- 
cluded them.  In  New  York,  Jones  es- 
timates, there  are  about  40,000  play- 
ers, almost  half  of  them  beginners. 

Racquet  sales  across  the  nation  may 
be  up  as  much  as  20%  in  the  past 
year,  says  the  USSRA's  Kingsley.  And 
interest  in  the  game  has  fostered  a 
fledgling  squash  tour  that  augments 
teaching  professionals'  salaries  with 
growing  prize  money.  Victor  Nieder- 
hoffer,  a  corporate  finder  (Forbes, 
Mar.  1,  1976),  and  president  of  the 
World  Professional  Squash  Associa- 
tion, notes  that  "the  prize  money  for 
the  first-round  loser  in  the  North 
American  Open  this  year  will  be 
greater  than  for  the  winner  of  five 
years  ago."  There  are  now  five  tour- 
naments with  prize  money  of  $10,000 
or  more. 

There  is  a  story,  probably  apocry- 
phal, that  squash  was  invented  in  a 
London  debtor's  prison  by  a  bored 
inmate  who  knocked  a  small  ball 
against  the  wall  of  a  courtyard.  More 
likely,  squash  derives  from  an  ancient 
and  complicated  English  game  known 
as  racquets,  still  played  at  The  Rac- 
quet &  Tennis  Club  in  New  York.  It 
was  adopted  in  the  English  public 
(private)  school  system  and  was  first 
played  in  the  U.S.  in  1882  at  the  St. 
Paul's  School,  an  exclusive  prepara- 
tory school  in  Concord,  N.H.  Until  re- 


cently, it  has  remained  the  province 
of  the  well-to-do,  played  mostly  at 
private  clubs  and  Ivy  League  colleges. 
But  the  game  is  now  attracting  others 
who  appreciate  its  fast  pace. 

Two  players  stand  at  the  same  end 
of  a  relatively  small,  white,  rectangu- 
lar court  and  use  a  light  racquet  to 
bash  a  hard  rubber  ball  off  four  walls 
and  the  floor.  The  fact  that  there  are 
five  playing  surfaces  leads  to  long 
volleys  in  which  both  players  move 
all  around  the  court.  It  is  such  an 
easy  game  to  learn  that  in  the  past 
few  decades  it  has  become  more  pop- 
ular than  tennis  in  England  and  Aus- 
tralia, and  there  are  an  astonishing 
800  squash  courts  in  Mexico  City, 
according  to  the  USSRA.  It  was  the 
ease  of  getting  into  the  game  that 
hooked  Barbara  Fitzgerald  of  Phila- 
delphia. "The  frustration  period,  even 
for  somebody  like  me,  was  relatively 
short,"  she  recalls.  "In  one  month  of 
staying  with  it,  playing  a  couple  of 
times  a  week,  I  had  a  jump  in  ability." 

Despite  the  fact  that  squash  is 
'heaper  than  tennis,  some  people 
think  the  game's  snobby  background 
may  limit  its  development.  But  Harry 
Saint  of  the  Uptown  Racquet  Club 
disagrees,  and  he  notes  that  tennis 
once  suffered  from  a  "sissy"  image, 
but  developed  wide  appeal  because 
it's  very  competitive.  "I  think  that's 
something  that  attracts  neurotic, 
upper-middle-class  people  in  our 
society— they  like  things  that  are  diffi- 
cult," he  says.  ■ 
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The  Boom  In  Second  Mortgages 


How  can  you  get  at  the  equity  in  your  home  without  selling  it? 
Try  a  second  mortgage.  But  be  careful. 


By  HOWARD  RUDNITSKY 

There  are  close  to  55  million  single- 
and  two-family  homes  in  the  U.S.  and 
their  combined  worth  must  be  near 
$2  trillion.  Subtract  from  that  over 
$500  billion  in  mortgage  debt  and  the 
American  homeowner  is  left  with  a 
home  ownership  equity  of  about  $1.5 
trillion.  If  that  number  is  too  big  to 
grasp,  think  of  it  this  way:  $1,500 
billion;  or  $1,500,000,000,000. 

Or  think  of  it  this  way:  This  equity 
is  large  enough  to  pay  off  all  consumer 
indebtedness  with  enough  left  over  to 
redeem  the  entire  federal  debt.  How 
did  the  equity  get  so  high?  Price  in- 
creases, of  course,  have  added  to  a 
home's  value.  But  the  self-liquidat- 


ing mortgage,  which  forces  the  home- 
owner to  pay  down  principal  on  a  reg- 
ular basis  rather  than  at  some  distant 
maturity  date,  has  also  been  a  major 
factor. 

The  self -amortizing  home  mortgage 
is  one  of  the  greatest  boons  the  av- 
erage American  ever  had;  instead  of 
paying  rent  he  is  paying  off  a  loan, 
and,  one  day,  if  he  lives  long  enough, 
he  will  find  himself  the  true  owner 
of  a  valuable  chunk  of  real  estate. 

Or  he  can  spend  some  of  the  equi- 
ty money  before  he  has  entirely  paid 
off  the  mortgage.  The  woods  are  full 
of  second-mortgage  lenders  who  are 
all  too  willing  to  make  loans  against 
the  equity  a  homeowner  has  accu- 
mulated in  his  house.  Says  a  finance 


company  executive:  "In  the  late 
Sixties  second-mortgage  lending  was 
pretty  much  the  province  of  13  per- 
centers, some  con  artists  and  a  few 
threatening  goons.  Now  some  of  the 
best  banks  and  finance  companies  are 
getting  into  the  act." 

And  why  not?  Today  a  first -mort- 
gage loan  may  have  to  be  granted  for 
25  years  or  more  and  pay  only 
8.5%;  a  second-mortgage  loan  can  run 
ten  to  15  years  and  pay,  say,  12%. 
That's  good  business  for  the  banks.  It 
is  good  for  the  borrowers,  too,  because 
the  old  style  second-mortgage  compa- 
nies have  often  charged  more,  some 
up  to  as  much  as  17%.  (New  Jersey's 
Money  Store,  for  example,  typically 
charges  13%  on  ten-year  loans.) 


We  Fill  A  Need 

In  his  earnest  boyish  manner,  former  New  York  Yankees 
shortstop  and  now  sportscaster  Phil  Rizzuto  flashes  on 
the  TV  screen  late  in  the  evening.  He  offers  you  money 
for  any  need  from  New  Jersey's  The  Money  Store.  Just 
phone  or  write.  The  money,  up  to  $50,000,  will  be 
made  available. 

That  TV,  radio  and  newspaper  pitch  will  cost  The 
Money  Store  over  $1  million  this  year.  But  it  has  been 
well  worth  it  for  the  sponsor. 

Last  year  The  Money  Store,  formerly  Modern  Ac- 
ceptance Corp.,  grossed  more  than  $5  million  in  in- 
come from  the  sale  of  second-mortgage  loans,  plus  fi- 
nance income,  insurance  commissions  and  appraisal  fees. 
Founded  in  the  mid-Sixties  with  $100,000  capital  by 
Alan  Turtletaub  and  Ben  Minkoff,  former  mortgage 
and  personal  loan  lenders,  it  has  grown  into  the  larg- 
est second-mortgage  company  in  New  Jersey,  with  some 
$120  million  in  loans  made  since  then.  Using  the  sec- 
ond mortgages  as  collateral,  TMS  turns  around  and 
borrows  most  of  the  money  to  finance  its  loans  from 
banks  and  other  large-scale  lenders.  (It  also  sells 
some  mortgages  to  the  banks.)  Clearly,  TMS  is  a  sub- 
stantially leveraged  operation,  since  its  own  capital  is 
only  about  $5  million.  How  profitable  this  leverage 
has  been  can  be  seen  from  the  fact  that  its  $5  mil- 
lion in  capital  is  almost  entirely  reinvested  capital;  ini- 
tial capital  was  only  $100,000  and  there  have  been 
significant  withdrawals. 

Turtletaub  had  only  one  office  in  suburban  New  Jer- 
sey when  he  began.  He  started  advertising  in  news- 


papers and  the  Yellow  Pages.  TMS,  taking  a  home  as 
collateral,  would  lend  a  borrower  more  and  for  longer 
than  small  loan  companies  would.  Compared  with 
first-mortgage  loans,  secondary-mortgage  rates  were 
quite  high,  up  to  11.5%.  But  most  people  didn't  care. 
They  needed  to  consolidate  and  stretch  out  their  loans. 

With  those  kinds  of  returns,  it  paid  to  open  up 
other  offices  and  step  up  advertising.  Turtletaub  brought 
in  a  Madison  Avenue  advertising  man,  Joseph  Costa, 
whose  advertisements  referred  to  the  lender  as  "The 
Money  Store."  Then  Costa  got  the  bright  idea  of  hiring 
Rizzuto  in  1973  to  project  the  earnest  image  on  radio 
and  television. 

Until  The  Money  Store  made  second-mortgage  lend- 
ing in  New  Jersey  more  respectable,  it  was  something 
of  a  clandestine  business.  Admits  Turtletaub:  "Defaults 
were  common  and  the  lenders  often  would  wind  up  with 
the  guy's  home.  The  laws  were  stiffened  and  it  drove 
that  type  out  even  though  the  stigma  lingered  on." 

Competition  and  easier  money  have  forced  TMS'  rates 
a  little  lower  from  a  high  of  17%  in  1974  to  today's 
13%.  But  the  average  loan  size  today  is  larger  than  the 
early  1970s.  TMS  will  also  lend  close  to  80%  on  the 
difference  between  the  home's  value  and  the  first 
mortgage.  Banks  are  more  cautious.  Still,  losses  for  TMS 
on  second  mortgages  last  year  amounted  to  only 
$235,474,  or  0.72%  of  losses  on  loans  liquidated  during 
the  year. 

Today,  says  Turtletaub,  "We  do  business  with  cor- 
porate executives  strapped  for  cash,  as  well  as  lots  of 
blue-collar  and  white-collar  workers.  We  obviously  fill 
a  need  for  lots  of  people."  Obviously. 
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By  and  large,  a  second-mortgage 
lender  will  give  you  the  difference 
between  your  first-mortgage  balance 
and  75%  to  80%  of  the  value  of  your 
home.  If  the  home  is  worth  $80,000 
and  the  remaining  first  mortgage  is 
$45,000,  a  second-mortgage  compa- 
ny would  be  likely  to  give  a  sec- 
ond-mortgage loan  of,  say,  $27,000. 
Banks  tend  to  be  more  conservative, 
however. 

What  do  the  borrowers  do  with 
the  money?  Some  use  it  to  consolidate 
existing  debts,  thus  stretching  out  re- 
payment. It  is  a  handy  way  to  put  a 
child  through  college  or  pay  extensive 
medical  bills.  But  not  necessarily  for 
adding  a  room  to  your  house;  in  many 
states,  it's  cheaper  to  take  out  a  home- 
improvement  loan. 

One  bank  on  the  West  Coast,  in  the 
business  for  only  the  past  six  months, 
says  its  average  second-mortgage  loan 
is  running  around  $14,000.  But  even 
though  home  equity  is  excellent  col- 
lateral, banks  are  treading  warily.  A 
spokesman  for  Los  Angeles  Security 
Pacific  Corp.  says:  "The  borrower  has 
to  meet  all  our  traditional  income 
and  debt-carrying  capability  measures 
or  he  doesn't  qualify.  We  don't  want 
to  end  up  in  the  used-home  business." 

(Interestingly,  much  of  the  lending 
activity  is  in  states  like  California  and 
Arizona  where  "trust  deeds"  rather 
than  mortgages  are  the  rule.  Why? 
Because  more  flexible  trust  deeds  can 
go  in  and  out  of  foreclosure  in  under 
four  months,  versus  closer  to  a  year 
or  so  for  a  mortgage  foreclosure. ) 

Aside    from    the  public-relations 


problems  involved  in  possible  fore- 
closures, the  banks  are  not  unaware 
that  serious  losses  were  taken  by  sec- 
ond-mortgage company  lenders  in 
Florida  a  few  years  back.  A  good 
many  second  mortgages  were  used  by 
speculators  buying  condominiums  for 
resale.  When  the  real  estate  mar- 
ket collapsed,  the  condominiums  were 
unsalable  for  a  long  time;  both  the 
first-mortgage  and  the  second-mort- 
gage holders  took  heavy  losses.  A  sim- 
ilar pattern  could  repeat  when  the  cur- 
rent home  boom  in  California  ends. 
So  what  is  tempting  the  banks  to 


. .  Then  second-mortgage 
lending  was  the  province  of 
13  percenters,  some  con 
men  and  a  few  goons  . . ." 


enter  these  treacherous  waters?  High- 
er interest  rates  and  lots  of  action. 
Second-mortgage  brokers  have  dem- 
onstrated—first in  Florida,  now  in  Cal- 
ifornia, where  it's  a  booming  $450- 
million  business— that  there  is  plenty 
of  demand.  These  are  the  ultimate 
disintermediators,  matching  needy 
borrowers  with  eager  lenders  on  a 
one-to-one  basis.  Typically,  such  trust- 
deed  brokers  provide  short-term 
loans— one  to  six  years.  They  say,  in 
effect,  "Look,  why  put  your  money 
into  a  savings  and  loan  at  5/2%  to  7/2% 
when  you  can  make  the  loan  direct- 
ly, yourself,  at  10%  or  more?"  But 


what  the  broker  is  also  looking  at  is 
a  10%  or  15%  commission  on  the 
loan— payable  by  the  borrower— for 
arranging  the  loan. 

John  Sykes  is  a  successful  example. 
He  started  his  Aames  Home  Loan  in 
Los  Angeles  in  the  1950s  with  $1,000 
borrowed  from  a  bank.  (He  chose  the 
name  Aames  so  he  would  get  one  of 
the  first  listings  in  the  telephone 
book.)  Last  year,  his  second-trust- 
deed  brokerage  fees  came  close  to 
$5  million.  How's  that  for  private 
banking  20th-century  style?  See  why 
commercial  lenders  are  interested? 

More  sophisticated  borrowers  prefer 
to  do  business  with  banks  although 
their  rates  are  not  much  lower.  After 
the  broker  has  taken  his  commission 
from  you,  he  simply  places  the  loan  at 
face  value  with  the  lender— and  who 
knows  what  his  manners  will  be  like 
down  at  the  courthouse  when  you  fall 
several  months  behind  in  your  pay- 
ments. The  same  goes  for  lenders. 
Can  you  sleep  well  knowing  a  man 
has  been  evicted  by  your  broker  be- 
cause he  turned  out  not  to  be  a  good 
risk?  So  far,  though,  in  California's 
strong  home  resale  market,  that  hasn't 
been  much  of  a  problem. 

The  point  is,  second-mortgage  lend- 
ing is  a  useful  service  in  a  time  when 
many  families  badly  need  cash  for 
important  purposes.  Nobody  knows 
precisely  how  big  the  second-mort- 
gage market  is;  an  estimate  would  be 
$6  billion  to  $8  billion.  After  all,  $1.5 
trillion  is  a  lot  of  collateral  and— with 
all  that  collateral  around— it  has  no- 
where to  go  but  up.  ■ 


A  Space-Age  Treadmill 


Saving  Western  Union  was  a  great  accomplishment;  turning  it  into 
a  real  moneymaker  is  still  in  the  future. 


In  the  suburban  New  Jersey  office 
where  Western  Union  Corp.  Chair- 
man Russell  W.  McFall  labors  on  the 
world's  longest  turnaround,  there  is 
an  oversized  rolltop  desk.  Behind  it 
is  a  grandfather's  clock,  chiming  the 
hour.  So  much  for  tradition.  A  couple 
of  floors  below  McFall's  office  is  a 
network  communications  center  full 
of  blinking  lights,  chattering  data  ter- 
minals, symphony  music  piped  in 
from  the  Western  Union  Westar  sat- 
ellite. That's  a  symbol,  too,  but  of  the 
future. 

In  1965  the  soft-spoken  McFall,  an 
alumnus  of  General  Electric  and  Lit- 
ton Industries,  became  at  age  43  the 
youngest  president  in  Western  Un- 


ion's 126-year  history.  The  nation's 
original  communications  common  car- 
rier (it  built  the  first  transcontinental 
telegraph  line  in  1861)  was  chained 
to  the  dying  telegram  business  and 
burdened  by  an  enormous,  aging 
work  force.  It  was  kept  afloat  largely 
by  a  sympathetic  government  and  the 
sufferance  of  American  Telephone  & 
Telegraph  on  whose  leased  long  lines 
it  was  almost  totally  dependent. 

McFall  brought  Western  Union  into 
the  20th  century.  The  decline  and 
fall  of  the  telegram  has  continued; 
last  year,  telegrams  were  down  to  11% 
of  total  revenue.  In  their  place,  West- 
ern Union  has  put  a  modern  domestic 
telecommunications  network,  includ- 


ing a  9,000-mile  microwave  system 
that  is  second  (distant,  but  still  sec- 
ond) only  to  Bell's.  In  1974  it 
launched  the  nation's  first  domestic 
communications  satellites.  It  invented 
Mailgrams  with  the  U.S.  Post  Office, 
now  nearly  a  $50-million  business. 

This  year  it  nailed  down  three  im- 
portant contracts  for  its  glowing  gov- 
ernment-related business:  satellite 
transmission  for  the  Corporation  for 
Public  Broadcasting  System's  nation- 
wide television  network,  a  sophisti- 
cated data  and  message  service  for 
the  U.S.  Department  of  Defense,  and 
a  $796-million  satellite  tracking  sys- 
tem for  the  National  Aeronautics  & 
Space  Administration. 
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A  Maturing  Experience:  Once  the  youngest  president  of  the  oldest  communica- 
tions carrier,  Russ  McFall,  now  56,  has  added  some  gray  hairs  saving  it. 


This  spring  McFall  told  his  stock- 
holders that  Western  Union  had  a  re- 
spectable 1976  ($34  million  net  on 
$607  million  in  revenues),  and  an 
even  more  respectable  1977  first  quar- 
ter ($9.9  million  on  $157.2  mil- 
lion ) .  Last  year  and  this  year,  he  says, 
the  company  will  cover  capital  ex- 
penditures with  internally  generated 
funds— in  contrast  to  1971,  for  exam- 
ple, when  gross  plant  additions  of 
$326  million  were  more  than  three 
times  cash  flow. 

Not  that  Western  Union  is  out  of 
the  woods  by  any  means.  The  quality 
of  its  earnings  still  leaves  something 
to  be  desired.  The  company  paid  no 
federal  income  taxes  for  years  be- 
cause of  tax  carryforwards  and  accel- 
erated depreciation  for  tax  purposes. 
It  counts  as  income  both  the  interest 
on  capitalized  construction  costs  and 
the  gain  on  the  difference  between 
par  value  of  its  debentures  and  the 
lower  market  price  at  which  it  has 
been  repurchasing  some  of  them.  To- 
gether, those  two  items  accounted  for 
$2.1  million  in  the  first  quarter,  or  12 
cents  of  its  reported  net  of  57  cents 
per  share. 

The  company  is  amortizing  over  40 
years  its  enormous  prior-service  pen- 
sion liabilities,  which  stood  at  $287 
million  in  1975,  and  once  were  as 
high  as  $365  million.  It  amortizes 
rather  than  expenses  research  and  de- 
velopment costs. 

There  is  also  a  potential  booby  trap 
in  the  NASA  contract;  it  is  fixed 
price,  which  can  be  tricky  in  a  time 
of  inflation. 


Ask  Russ  McFall  why  Western 
Union  had  the  lowest  return  on  equi- 
ty of  eight  major  telecommunications 
companies  over  the  last  five  years 
(Forbes,  Jan.  1)  and  he  replies: 
"You're  looking  at  companies  that 
have  monopoly  telephone  businesses. 
That  sort  of  disadvantage  is  sur- 
mountable, but  it's  not  surmountable 


in  any  single  year." 

McFall  has  a  good  point.  Western 
Union  operates  among  powerful  com- 
panies, some  of  them  giants  in  im- 
pregnable positions.  For  more  than  a 
decade,  McFall  has  worked  to  reduce 
dependence  on  the  Bell  system.  But 
when  Western  Union  took  over  TWX, 
it  did  not  have  some  of  the  central 
office  and  switching  facilities,  so  Bell 
companies  have  continued  to  provide 
some  of  them.  Those  contracts  started 
running  out  this  year  but  Western 
Union  will  not  have  its  own  facilities 
(another  big  capital  expense)  in 
place  until  1981.  So,  again,  it  finds 
itself  hat  in  hand  asking  AT&T  for 
an  interim  arrangement. 

Another  giant  tramping  ever  closer 
is  International  Business  Machines, 
whose  proposed  joint  satellite  venture 
with  Comsat  General  and  Aetna  Cas- 
ualty &  Surety  Co.,  Satellite  Business 
Systems,  is  now  before  the  Federal 


Communications  Commission.  So 
Western  Union's  second-generation 
satellites  may  be  in  competition  with 
a  system  with  all  the  expertise  of 
Comsat  in  satellites  and  IBM  in  data 
processing.  "Well,"  McFall  shrugs,  "if 
it  is  approved,  they're  going  to  be  a 
competitor  for  the  private-wire  busi- 
ness, and  the  private-wire  business 
represents  about  25%  of  our  total  bus- 
iness. Our  satellite  will  do  anything 
theirs  can  do.  It's  like  AT&T  itself. 
For  years  people  have  been  saying, 
'How  are  you  going  to  make  any 
money  with  AT&T  out  there?'  and 
the  answer  is,  you  carve  out  your  mar- 
kets and  you  stick  to  them." 

The  international  carriers  like  RCA 
and  International  Telephone  &  Tele- 
graph are  another  threat.  Nettled  by 
the  frequent  rate  increases  the  FCC 
grants  Western  Union  for  handling 
the  domestic  portion  of  their  inter- 
national message  traffic,  they  have 
asked  the  FCC  to  allow  them  to  do 
more  of  it  themselves. 

Finally,  commercial  satellite  reve- 
nue has  not  been  up  to  expectations. 
Sales  of  $19.8  million  in  1976  were 
still  under  the  breakeven  point,  and 
they  included  $4  million  from  RCA, 
which  later  pulled  out  and  started 
its  own  satellite  system. 

Considering  all  this,  what  is  re- 
markable is  not  that  Western  Union 
still  has  serious  problems  but  that 
it  was  able  to  survive  and  to  con- 
tinue paying  its  long-standing  $1.40 
dividend— which  has  the  added  ad- 


vantage of  being  tax  free  because  of 
WU's  tax  status.  As  McFall  says- 

"It  was  pretty  obvious  that  if  we 
were  to  stick  to  telegrams,  our  busi- 
ness days  were  numbered.  So  we 
built  Telex  up  and  acquired  TWX. 
Then  we  expanded  our  government 
work.  We  got  into  the  private-wire 
business.  We  put  in  a  microwave  sys- 
tem. It  was  painfully  apparent  that 
we  would  never  be  able  to  duplicate 
the  Bell  microwave  and  its  economies 
of  scale,  so  that's  why  we  went  into 
the  satellite  areas.  You  look  at  the 
people  who  have  come  into  this  busi- 
ness since  1971,  the  specialized  car- 
riers. Look  at  the  losses  they've  ac- 
cumulated. It  isn't  easy." 

A  thankless  job,  in  a  sense,  but 
Russ  McFall  has  pulled  the  old  com- 
pany through  a  tough  period.  If  his 
worries  aren't  over,  they  are  a  good 
deal  less  threatening  than  they  looked 
just  a  few  years  back.  ■ 


. .  'You  look  at  the  people  who  have  come  into  this 
business  since  1971,  the  specialized  carriers.  Look  at 
the  losses  they've  accumulated.  It  isn't  easy' . . ." 
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Nobody  can  reduce 

your  records  to 
space-saving  f  iche 

the  way  3M  can. 


New!  Fiche  generation,  duplication 
and  output  without  wet  chemicals! 

Now  from  3M  comes  "SRC" 
1050- the  first  all-dry  micro- 
fiche system!  The  3M  Brand 
"SRC"  1050  Step  and  Repeat 
Microfilm  Camera  lets  you  pro- 
duce a  complete  fiche  — titled, 
filmed  and  dry  processed  — in 
less  than  12  minutes.  It's  the 
quickest  of  all  systems... easiest 
to  learn.  With  no  liquids,  no 
chemicals— no  plumbing  re- 
quired! The  3M  Brand  Model 
261  Duplifiche  Printer  exposes 
standard  microfiche  copies  on 


105O 


either  Dry  Diazo  or  Vesicular.  The 
3M  Brand  Model  262  Duplifiche 
Developer  actually  eliminates 
ammonia  — and  all  its  resulting 
odors,  venting,  plumbing  and 
hazards.  It  gives  you  either  dry 
diazo  or  vesicular  with  the  flip  of 
a  switch.  And  the  3M  "800"  Dry 
Reader  Printer  gives  you  copies 
with  quality  and  contrast  superior 
to  electrostatic  — at  a  competi- 
tive price! 

Let  3M  show  you  the  way.  Call 
your  local  3M  Business  Products 
Center  or  write  Microfilm  Prod- 
ucts Division,  3M  Company, 
St.  Paul,  MN  55101. 


Better  microfilm      3  ryi 

systems  start  here...    Warn  conn  pan  y 


Faces  Behind  The  Figures 


A  Promising  Mariana 

The  McDonald  brothers  spent  years 
developing  their  fast-food  hamburger 
operation;  when  Ray  Kroc  came 
along,  they  sold  out.  Kroc  built  the 
system  into  the  $l-billion-plus  reve- 
nue giant  it  is.  Glen  W.  Bell  Jr.  did 
the  same  thing  in  Mexican  food  that 
the  McDonalds  did  in  hamburgers, 
but  he's  staying  for  the  ride. 

That's  all  right  with  Robert  L.  Mc- 
Kay, the  general  manager/ assistant 
Bell  hired  in  1965  to  help  him  fran- 
chise his  Taco  Bell  fast-food  restau- 
rants. Although  Bell  kept  a  controlling 
interest  of  22%  of  Taco  Bell's  3.4  mil- 
lion shares,  McKay  is  doing  all  right, 
too  (his  10%  interest  is  worth  about 
$9  million)  even  if  he  isn't  another 
Ray  Kroc. 

Taco  Bell  sells  fast-food  items  like 
tostadas,  tacos  and  enchiritos.  Bell 
spent  nearly  a  decade  developing  the 
concept,  and  brought  McKay  on  the 
scene  soon  after  his  first  Taco  Bell 
store  became  successful  in  1963,  in 
Los  Angeles,  Calif. 

McKay,  then  34,  made  the  most  of 
his  opportunity.  He  began  franchising 
at  a  time,  he  says,  "when  franchising 
was  really  hot.  Everyone  wanted  fran- 


chises in  the  mid-Sixties.  Then  came 
the  shakeout  a  few  years  later  and 
franchising  no  longer  was  the  -easy 
game  it  once  was." 

By  mid-1967  Glen  Bell  (he's  now 
53)  had  made  McKay  president.  He 
already  had  enough  money  and  didn't 
want  the  hassle  of  building  company- 
owned  restaurants.  When  Taco  Bell 
had  its  first  public  stock  offering  two 
years  later  the  company  only  owned 
about  a  dozen  restaurants,  and  had 
some  325  franchises. 

Since  then,  McKay  has  taken  Taco 
Bell  from  a  tiny  $6-rrullion  operation 
earning  about  $150,000  in  1970  to  a 
company  that  is  well  on  its  way  to  be- 
coming a  $100-million  operation  in  38 
states  (concentrated  in  the  Midwest, 
California  and  Texas)  with  earnings 
this  year  that  will  exceed  $10  million. 
McKay  has  just  arranged  $9  million  in 
long-term  mortgage  financing  that 
should  ensure  further  expansion. 

Where  else  will  the  folks  eat  tacos, 
enchiritos  and  now  the  beefy  tostada? 
Says  McKay:  "We've  passed  the  point 
of  being  a  regional  ethnic  food  phe- 
nomenon. Our  Midwest  restaurants 
proved  that.  Now  we're  going  to  ex- 
pand more  heavily  along  the  East 
Coast  and  in  the  Northeast."  ■ 


Right  Recipe:  McKay  of  Taco  Bell 
has  successfully  applied  the  fast-food 
formula  to  Mexican  food. 


Nonadversaries:  Ecologist  Moss 
and  executive  Decker  are  finding 
points  of  agreement  on  coal  policy. 


Getting  To  Know 
Each  Other 

Environmentalists  and  industrialists 
frequendy  talk  at  each  other;  but  they 
rarely  talk  to  each  other.  Laurence  I. 
Moss  and  Gerald  L.  Decker  decided 
to  do  something  about  this  lack  of 
dialog.  Moss,  42,  a  Massachusetts 
Institute  of  Technology  graduate  and 
former  president  of  the  Sierra  Club, 
is  a  crusader  for  environmentalist 
causes;  among  other  things  he  was 
leader  in  the  fight  that  defeated  the 
SST.  Decker,  55,  is  a  Dow  Chemical 
career  executive  and  presently  its  en- 
ergy manager. 

Moss  and  Decker  found  that  each 
was  spending  a  great  deal  of  his  time 
on  panels  trying  to  influence  national 
policy.  Decker  was  impressed  by  en- 
vironmentalist arguments,  but  equally 
persuaded  that  the  nation  must  go 
ahead  with  coal  development  if  it  is 
to  produce  the  energy  it  needs.  Deck- 
er had  the  idea  of  bringing  environ- 
mentalists and  industrialists  together 
to  discuss  ways  of  reconciling  their 
seemingly  irreconcilable  goals.  The  re- 
sult was  formation  of  the  National 
Coal  Policy  Project,  operating  under 


the  auspices  of  Georgetown  Univer- 
sity's Center  for  Strategic  &  Interna- 
tional Studies.  Each  of  the  project's 
five  task  forces— on  mining;  air  qual- 
ity; utilization  and  conservation;  trans- 
portation; pricing— will  present  prelim- 
inary reports  by  Aug.  15.  Putting  it 
all  together,  the  whole  group  will  pro- 
duce a  final  report  next  January. 

Oh,  sure,  reports  are  a  dime  a  doz- 
en in  Washington  and  rarely  get  read, 
but  environmentalist  Moss  points  out 
that  the  report  itself  is  not  the  most 
important  feature  of  the  project.  "The 
most  important  results  are  happening 
now,"  Moss  says.  "The  process  itself." 
By  talking  and  arguing  instead  of  lit- 
igating and  lobbying,  the  two  sides  are 
getting  to  know  each  other  and  learn- 
ing to  explore  common  ground. 

Certainly  there  can  be  no  lack  of 
common  ground.  Most  intelligent 
businessmen  today  are  at  least  in  part 
environmentalists.  And  most  intelli- 
gent environmentalists  understand 
that  the  nation  must  have  jobs  and 
energy.  Both  sides  are  learning  that 
they  will  have  to  compromise  their 
extreme  goals— and  the  Decker-Moss 
project  seems  to  be  a  promising  step 
in  that  learning  process.  ■ 
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Faces  Behind  The  Figures 


"Let's  Be  Practical 


"Asia  is  the  region  of  the  future," 
says  Louis  Saubolle,  50,  "and  will  be 
the  most  attractive  area  for  U.S.  busi- 
ness in  the  next  ten  years.  It  will  have 
a  higher  real  rate  of  growth  than 
North  America,  Latin  America  or 
Africa.  We  are  feeling  the  new  era— 
the  post- Vietnam  era." 

The  tall,  crisply  tailored  Saubolle 
is  vice  president  and  Asia  representa- 
tive for  Bank  of  America.  (The  Asia 
section  of  the  bank's  World  Banking 
division  has  $4.7  billion  in  assets;  $3 
billion  in  loans. )  His  27  years'  banking 
experience  puts  him  on  tap  to  the 
State  Department  and  the  U.S.  Trea- 
sury. A  frequent  traveler  to  China,  most 
recently  to  coordinate  a  trip  by  his 
bank's  New  York  board  of  directors, 
he  also  was  the  first  American  banker 
to  visit  Vietnam  after  its  reunification. 

"There's  no  war  in  Asia  for  the  first 
time  in  30  years,"  Saubolle  says,  "past 
enemies  become  friends  and  move  in 
new  directions.  Although  Vietnam, 
China  and  the  Soviet  Union  are  all 
communist,  one  cannot  lump  them  to- 


gether. Vietnam  is  fiercely  national- 
istic and  trying  to  steer  an  indepen- 
dent path  from  the  others.  The  Viet- 
namese are  keen  for  diplomatic  rela- 
tions with  the  U.S.  to  help  tilt  the 
balance  away  from  the  Soviet  bloc." 
To  capture  badly  needed  capital, 
Vietnam,  Saubolle  says,  adopted  a 
liberal  foreign  investment  code  even 
more  favorable  than  Thailand's  or  In- 
donesia's. "They  are  far  more  prag- 
matic than  even  the  Chinese,"  claims 
Saubolle,  "and  have  no  quandaries 
about  borrowing  heavily  worldwide." 

Saubolle  believes  the  Vietnamese 
are  delaying  eager  Japanese  and  Eu- 
ropean oil  companies  in  hopes  of  get- 
ting Americans  back  into  oil— hinting 
of  long-term  production-sharing  con- 
tracts of  up  to  ten  years.  With  oil 
reserves  estimated  at  roughly  4.1  bil- 
lion barrels  per  year,  the  oil  companies 
are  tempted. 

The  region  bears  watching,  Sau- 
bolle says.  By  1980  both  China  and 
Vietnam  will  be  self-sufficient  in  food, 
when  most  of  the  world  will  be  short. 
Both  have  proven  oil  reserves  to  fuel 
their  economies  as  opposed  to  paying 


Banker  Saubolle:  Were  the  Vietnam- 
ese stalling  Japanese  and  Europeans 
to  get  American  capital? 

precious  foreign  exchange  to  import. 
"More  important,"  stresses  Saubolle, 
"they  have  a  tremendous  reservoir  of 
cheap  labor.  They  don't  consider  hu- 
man beings  as  we  do.  They  see  them 
as  a  natural  resource— hands  to  help 
produce  foreign  exchange."  ■ 


Some  Toddler ! 

Britain's  dapper  Selim  Zilkha,  the 
50- year-old  founder-chairman  of  $140- 
million  (sales)  Mothercare,  was  born  in 
Baghdad  and  speaks  English  with  the 
dulcet-toned  extravagance  of  the 
Arabic  peoples.  Last  year  he  bought 
a  small  $l-million  foothold  acquisition 
in  the  U.S.  (his  last  U.S.  acquisition, 
he  says),  Dekon  Corp.  Now  he  talks 
of  building  it  into  a  coast-to-coast 
chain  of  mass-market  specialty  shops 
for  mothers-to-be,  baby  and  toddler 
products— bigger  than  the  English 
parent,  and  competing  against  such 
companies  as  Sears,  Penney  and  K 
mart  in  the  highly  fragmented  $4-bil- 
lion  market.  True,  he  concedes,  Moth- 
ercare has  made  a  few  "false  starts" 
overseas  before  (Japan  and  Ger- 
many). But  the  U.S.  will  be  different. 

Before  you  laugh,  however,  con- 
sider the  record  of  the  Zilkha  brothers: 
Ezra  in  New  York  and  Abdullah  in 
Switzerland  are  noted  international 
bankers  like  their  father  Khedoury, 
the  so-called  "Rothschild  of  the  East." 
Selim  started  Mothercare  in  1960  with 
an  investment  of  about  $1  million  and, 
after  selling  $50  million  worth  of  its 
shares  to  the  public,  still  owns  24%  of 
the  stock. 

Mothercare  is  just  about  the  most 
successful  retailer  in  Britain  today. 
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Without  franchising  or  major  acqui- 
sitions, and  with  virtually  no  debt, 
Zilkha  has  turned  in  a  nearly  unbroken 
string  of  earnings  gains  (save  for  a 
small  dip  in  1974 ) ,  staying  well  ahead 
of  Britain's  inflation.  His  22.3%  after- 
tax return  on  invested  capital  this 
year  puts  him  in  the  same  league  with 


Zilkha  Of  Mothercare:  Despite  false 
starts  overseas,  there  is  reason  to  think 
the  U.S.  will  be  different. 


Avon  Products,  Melville  Corp.  and 
Wal-Mart. 

Zilkha's  "office"  is  an  open,  people- 
crammed  floor  over  a  warehouse  in  an 
old  chocolate  factory  with  the  com- 
plete Mothercare  line  displayed  be- 
hind his  chair.  Sitting  forward  in  his 
swivel  chair,  he  credits  his  success  to 
12  years  of  tight  computerized  control 
and  the  Mothercare  catalog.  His  6.3 
million  lavish  catalogs  actually  pull 
a  mere  $15.6  million  in  mail-order 
sales,  but  Zilkha  says  they  are  entirely 
responsible  for  much  more.  "A  baby 
is  a  major  capital  expenditure,"  he 
says.  "A  mother-to-be  comes  into  our 
store,  picks  up  a  catalog  and  then 
budgets  that  expenditure  at  home. 
Most  of  our  goods  are  presold.  There 
are  many,  many  men  in  our  stores  and 
they  all  come  in  with  lists.  And  we 
have  imposed  upon  ourselves  the  dis- 
cipline that  everything  in  the  catalog 
is  in  our  stores." 

Since  Englishmen  can't  invest  out- 
side Britain  without  a  stiff  25%  "invest- 
ment currency  premium"  that  is  re- 
turned only  when  the  funds  are  re- 
patriated, won't  Zilkha's  diversification 
cost  him  dearly?  Oh,  no.  The  Zilkhas 
get  up  earlier  than  the  tax  collector 
does.  "I  was  in  the  U.S.  Army  in  1945 
and  lived  there  until  1951,"  he  says. 
"I'm  an  American  citizen.  All  my  funds 
are  in  the  U.S."  ■ 
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Faces  Behind  The  Figures 


Funny  You  Should  Ask 

William  Hayden  shook  his  head  in 
sheer  disbelief. 

A  British  Ford  employee  named 
Shaxted  had  written  the  Ford  Europe 
house  organ  asking  why  the  company 
didn't  build  more  production  lines  in 
Britain,  if  potential  customers  for  new 
Ford  Fiestas  and  Cortinas  had  to  wait 
as  long  as  six  months  for  delivery, 
and  if  dealers  were  only  being  allotted 
per  month  the  number  of  cars  they 
could  sell  in  one  afternoon. 

Hayden,  vice  president,  manufac- 
turing for  Ford  of  Europe  (roughly 
comparable  to  Ford  U.S.  in  contri- 
butions to  Ford  corporate  profits),  sat 
down  and  personally  wrote  an  answer 
to  Shaxted:  "You  are  unlikely  to  see 
any  suggestions  for  installing  more 
production  lines  until  productivity  in 
this  country  approaches  the  levels 
reached  in  other  countries." 

If  British  auto  plants  operated  at 
full  capacity,  he  continued,  they  could 
satisfy  all  of  the  U.K.'s  domestic  re- 
quirements and  substantially  increase 
British  auto  exports  as  well.  "For  the 


period  January  to  end  of  May  1977, 
Halewood  [a  Liverpool  area  body  and 
assembly  shop]  had  capacity  for  an 
average  daily  rate  of  1,061  units. 
Their  achievement  was  an  average 
of  640  units  per  day-a  loss  of  43,700 
units  in  the.  five-month  period.  At 
Dagenham,  for  the  same  period,  ca- 
pacity existed  for  1,180  daily  units 
but  only  888  a  day  were  achieved— a 
loss  of  30,400  units." 

Hayden  did  not  even  mention  the 
recent  three-week  wildcat  strike  at 
Dagenham  that  lost  the  company  $85 
million  in  production,  all  because  one 
worker  was  laid  off  when  he  com- 
plained that  a  new  work  procedure 
hurt  his  arm.  Nor  did  he  mention  the 
planned  $1.3-billion  five-year  capital 
spending  planned  for  Ford  of  Germany 
where  production  rose  over  28%  last 
year— money  that  might  in  the  past 
have  been  spent  in  Britain. 

"To  equip  a  new  body  and  assembly 
plant  in  Britain  for  a  thousand  units 
a  day  would  require  investment  on 
the  order  of  $600  million,"  Hayden 
wrote.  "At  1976  profit  levels,  1,000 
units  a  day  would  generate  profits  of 


Ford  Of  Europe's  Hayden:  When  the 
opportunity  arose,  he  sat  right  down 
and  wrote  himself  a  letter. 


about  $18.7  million— a  6%  return  on 
investment.  To  eam  that  6%,  money 
would  have  to  be  borrowed  at  10%- 
plus.  That's  a  formula  for  going  out 
of  business  fast." 

Any  more  questions,  Shaxted?  ■ 


Growing  Oil 


Nobel  Vision:  Dr.  Melvin  Calvin  sees 
hydrocarbon  liquid  from  plants  as  a 
source  of  petrochemical  feedstocks. 


When  Dr.  Melvin  Calvin,  66,  an- 
nounced last  fall  that  he  would  start 
growing  gasoline  trees  in  the  semi- 
arid  areas  of  California,  oil  companies 
didn't  rush  to  buy  arid  Arizona  land 
(now  going  at  $55  an  acre).  Nor  did 
chemical  companies,  whose  need  for 
oil  feedstocks  is  expected  to  reach  a 
daily  15  million  barrels  by  the  year 
2000.  Said  a  skeptical  spokesman  at 
E.  I.  du  Pont  de  Nemours,  "You'd 
need  a  plantation  of  that  stuff  to 
make  it  useful." 

That's  just  what  Calvin  envisions. 
A  Nobel  prize-winning  chemist  for 
his  research  into  photosynthesis,  Cal- 
vin says  he  was  sitting  on  line  at  a 
gas  station  during  the  1973  Arab  oil 
embargo  when  he  decided  to  do 
sometlung  about  it.  Since  plants  pro- 
duce 17  times  more  energy  each  year 
than  the  world  now  consumes,  he  de- 
cided to  shortcut  the  millennia  need- 
ed to  produce  fossil  fuel  and  get  en- 
ergy directly  from  green  plants. 

Funded  initially  by  the  Energy  Be- 
search  &  Development  Administra- 
tion, Calvin  began  to  fuss  with  eu- 
phorbias, which  grow  wild  in  the 
U.S.  and  yield  a  liquid  hydrocarbon- 
like oil  that  Calvin  has  extracted  in 
his  Berkeley  laboratory. 

"I    chose    euphorbias    because  I 


don't  want  to  compete  with  more  val- 
uable food  crops,"  says  Calvin,  who 
was  a  consultant  with  Dow  Chemical 
in  Brazil  (he  now  sits  on  Dow's 
board  of  directors)  when  that  coun- 
try began  to  use  alcohol  from  sugar 
as  an  energy  source.  "We  can't  grow 
enough  sugar  in  the  U.S.,  and  alter- 
nate alcohol-producing  plants  have 
other  nutritive  value.  But  euphorbias 
grow  with  little  water  or  fertilizer  on 
otherwise  worthless  land." 

If  they  yield  20  barrels  of  unrefined 
hydrocarbon  liquids  per  acre  as  Cal- 
vin thinks  possible,  a  planter  could 
get  $270  an  acre  at  present  world 
crude  prices.  He  has  about  three  acres 
planted,  and  should  determine  yield 
this  fall  and  the  best  extraction  meth- 
od by  1978.  Meanwhile  he  has  re- 
ceived inquiries  from  94  oil,  chemical 
and  forestry  companies,  plus  retired 
couples  with  a  few  acres. 

Queried  whether  U.S.  farm  costs 
are  so  high  as  to  prohibit  production, 
Calvin  says:  "The  way  I'm  visualizing 
the  yield,  we  may  grow  a  large  spe- 
cies and  trim  it  like  a  hedge  instead 
of  planting  yearly." 

What  about  a  recent  MIT-spon- 
sored study  concluding  that  biocon- 
version  methods  won't  be  feasible  un- 
til 2000?  States  Calvin,  "All  we  need 
is  another  oil  embargo  and  it  becomes 
immediately  feasible."  ■ 
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Why  The  Inflation  Rate  May  Stay  Down 


Whether  the  unemployment  rate  is  4%  or  7%  or  9%, 
the  person  out  of  work  is  100%  unemployed.  That  person 
certainly  should  get  all  the  help  possible  to  get  a  job. 

It  does  not  necessarily  follow,  however,  that  he  or  she 
should  be  helped  in  such  a  way  that  will  hurt  the  96%, 
93%  or  91%  of  the  work  force  that  is  employed.  All  too 
often  the  broad-based  measures  suggested  to  help  the  un- 
employed would  do  just  that.  Traditional  liberals  would 
have  the  federal  government  launch  huge  spending  pro- 
grams to  create  jobs.  This  would  bust  the  budget— a 
dangerous  step  when  the  deficit  is  already  somewhere 
between  $45  billion  and  $65  billion  for  the  fiscal  year 
beginning  this  Oct.  1. 

The  added  outlays  would  generate  jobs.  But  they 
would  also  generate  additional  inflation.  Most  people 
would  end  up  worse  off,  because  reversing  the  current 
trend  toward  moderation  would  only  lead  to  new  recession 
that  would  increase  unemployment. 

The  trouble  is  that  so  many  people  judge  the  health 
of  the  economy  by  the  size  of  the  unemployment  figure; 
but  as  we  are  learning  today,  a  7%  unemployment  rate 
is  not  a  big  help  if  we  were  to  stop  using  unemployment 
figures  as  a  prime  measure  of  economic  well-being  and 
use  employment  instead.  Right  now,  while  the  unem- 
ployment rate  looks  unhealthy,  employment  looks  quite 
healthy  indeed. 

In  the  past  year,  civilian  employment  has  jumped  by 
more  than  3  million.  Since  the  1975  employment  trough, 
the  number  of  persons  at  work  has  increased  6  million. 
Six  million  new  jobs  created!  If  that  isn't  a  sign  of  a  healthy 
economy,  we  don't  know  what  is. 

Such  an  increase  in  payroll  participation  should  have 
cut  down  on  unemployment.  It  hasn't.  The  labor  force 
has  expanded  5  million  since  1975,  2  million  in  the  past 


year— as  the  products  of  the  postwar  baby  bulge  pour 
into  the  work  force.  So  unemployment  remains  persistently 
high  even  though  other  activity  is  doing  well. 

So  change  in  labor  force  and  work  habits  may  also  be 
altering  the  relationship  of  employment  and  inflation.  As 
the  chart  below  shows,  the  employment  ratio  almost  in- 
variably has  forecast  changes  in  the  rate  of  inflation 
as  measured  by  the  consumer  price  index.  In  1954,  1958 
and  1971,  to  point  out  a  few  examples,  employment 
bottomed  out  and  began  to  rise  between  six  months  and 
one  year  ahead  of  a  similar  change  in  movement  of  the 
consumer  price  index.  That  is,  when  unemployment 
dropped,  inflation  began  to  rise. 

Since  mid- 1975,  the  proportion  of  adult  population  at 
work  has  been  rising  without  a  subsequent,  and  corres- 
ponding, strong  increase  in  the  cost  of  living. 

One  reason  is  the  large  overhang  of  unemployed  per- 
sons; the  vast  influx  into  the  job  market  dampens  wage 
demands  in  general.  Indeed,  wage  adjustments  for  or- 
ganized labor  have  been  moderate  while  those  for  un- 
organized workers  have  been  even  smaller.  Mean- 
while, despite  sluggish  capital  spending  and  increases 
in  production,  a  good-sized  cushion  of  unused  capacity 
remains,  and  manufacturers  find  it  difficult  to  sustain 
higher  prices. 

The  chart  shows  that  the  very  rapid  year-to-year  in- 
crease that  took  place  in  the  consumer  price  increases  of 
1949-50  was  followed  by  more  than  ten  years  of  slow  price 
change.  It  could  happen  again.  With  a  plentiful  supply 
of  labor  available  over  the  next  few  years,  the  pressure 
on  prices  could  be  reduced  and  we  could— providing  we 
can  resist  the  pressure  to  do  something  emotional  about 
unemployment  numbers— be  in  for  a  long  period  of  rela- 
tively slow  inflation.  Let's  hope  so.  ■ 


The  Job-Pull  Problem 

Economists  wish  it  weren't 
so,  but  there  does  seem  to 
be  a  definite  correlation 
between  employment  and 
inflation.  The  chart  at  right 
shows  that  since  the  end 
of  World  War  II  increases 
in  employment  consistent- 
ly have  preceded  increases 
in  the  rate  of  price  rises  by 
a  year  or  so. 

There  is  reason  to  hope 
that  this  pattern  may  not 
be  followed  in  the  current 
period  of  business  im- 
provement. Even  though 
employment  is  now  rising 
substantially,  some  of  the 
potential  price  inflation  may 
have  already  taken  place — 
note  the  sharp  price  in- 
creases in  1  973-75. 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


The  Meek  May  Inherit- 
But  They  Don't  Profit 

By  Ben  Weberman 

". . .  Those  long-term  investors  who  are  sitting  on  the 
sidelines  are  not  only  going  to  be  disappointed 
they  are  also  losing  handsome  returns  . . ." 


W 


e've  seen  long-term  interest  rates 
come  down  sharply  in  the  past 
year.  A  bit  over  a  year  ago  General 
Motors  Acceptance  Coip.  had  to  pay 
8.78%  to  sell  25-year,  Aaa-rated  de- 
bentures; by  last  month  those  deben- 
tures were  yielding  8.25%  and 
those  who  bought  the  bonds  when 
they  came  out  were  sitting  with  a  5M 
point  profit.  (GMAC  last  month  sold  a 
long-term  debenture  at  8.08%.) 

The  nervous  Nellies  are  saying  that 
this  is  as  far  down  as  long-term  rates 
will  drop.  (They  are  the  same  people 
who  were  predicting  last  year  that 
rates  were  going  up,  not  down.)  I 
emphatically  disagree.  I  expect  to  see 
long-term  interest  rates  lower  than  at 
present  by  the  end  of  the  year. 

Inflation  is  not  speeding  up— what- 
ever the  worriers  may  say.  Indeed,  the 
surge  in  price  indices  earlier  this  year 
never  should  have  happened.  Those 
long-term  investors  who  are  sitting  on 
the  sidelines  waiting  for  higher  inter- 
est rates  are  not  only  going  to  be  dis- 
appointed, they  are  also  losing  hand- 
some returns.  While  they  are  sitting 
on  the  sidelines  and  accepting  5.25% 
in  short-term  Treasuries,  they  could 
be  getting  as  much  as  7.6%  in  long- 
term  Treasuries— and  perhaps  8%  in 
top-grade  corporate  bonds. 

The  latent  fear  of  double-digit  in- 
flation that  lurks  in  every  investor  was 
stirred  by  last  winter's  cold  wave  and 
by  reports  of  drought  in  agricultural 
areas.  A  kind  of  panic  mentality  de- 
veloped, and  prices  rose  faster  than 
they  should  have.  But  it  took  the  na- 
tion only  a  few  weeks  to  recover  from 
the  disruptions  caused  by  the  cold 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


weather.  The  drought?  We  are  hav- 
ing bumper  crops.  I  now  expect  sev- 
eral months  of  very  little  inflation,  and 
a  calming  of  many  fears. 

What  about  the  money  supply? 
Some  market  analysts— stock  and 
bond— have  an  obsession  about  mon- 
etary aggregate  expansion  and  seem 
to  believe  that  what  happened  last 
April  must  happen  again  in  July.  In 
April  money  supply,  as  defined  by 
M-l,  grew  at  a  rate  of  nearly  20%  in- 
stead of  a  maximum  10%  rate  and 
blew  the  minds  of  Federal  Reserve  of- 
ficials, who  promptly  tightened  credit 
by  raising  the  benchmark  overnight 
Federal  funds  rate  to  5/4%  from  4%%. 
All  other  yields  moved  up  quickly. 

Slim  Prospects 

But  July  is  different  from  April. 
The  big  jump  in  M-l  during  the  first 
week  in  July  was  a  consequence  of 
social  security  payments  falling  due 
on  Friday  instead  of  the  usual  Satur- 
day or  Sunday;  this  lifted  the  M-l  of 
the  week  of  July  6  by  $3.5  billion 
(the  jump  was  $5  billion  April  6). 
Subsequent  July  results  will  be  influ- 
enced by  sluggish  economic  activity 
and  less  inflation  than  last  April,  so 
money  totals  should  expand  slowly. 

The  prospect  for  Fed  tightening  in 
the  period  ahead  is  very  slim,  in  my 
judgment.  Furthermore,  against  this 
steady  credit  policy,  I  see  short-term 
interest  rates  under  downward  pres- 
sure. Commercial  banks,  disappointed 
with  the  pace  of  loan  demand,  are  in 
the  process  of  permitting  $3  billion  to 
$5  billion  of  outstanding  certificates 
of  deposit  to  run  off  as  they  mature. 
The  Treasury,  too,  is  fooling  those 
who  forecast  that  the  second-quarter 
policy  of  paying  off  short-term  bills 
would  be  reversed  and  large  sums 
would  be  raised  in  the  third  quarter 
through  the  sale  of  bills.  The  Trea- 
sury will  raise  all  the  cash  it  needs  in 


July,  August  and  September  by  sell- 
ing coupon  issues  due  in  two  years  or 
longer.  So,  what  pressure  the  Trea- 
sury exerts  will  be  on  medium-term 
interest  rates,  not  short-term. 

On  balance,  short  rates  will  move 
downward  as  the  supply  of  federal 
securities  shrinks  and  demand  remains 
steady.  Long-term  yields  will  be  held 
down  by  the  improvement  I  see  for 
months  ahead  in  inflation. 

Fixed-income  investing  policy,  as 
this  is  written,  should  emphasize  long- 
term,  high-quality  bonds.  The  spread 
in  yield  for  buying  less-than-best 
quality  does  not  justify  the  difference 
in  risk.  Right  now,  a  high-quality  in- 
dustrial bond,  such  as  Standard  Oil 
Co.  of  Indiana,  carries  a  yield  of  close 
to  7.8%.  A  medium-grade  bond  like 
Castle  &  Cooke  is  selling  to  yield  8.4%. 
Thus,  the  yield  advantage  for  pur- 
chase of  a  bond  rated  A  or  Baa  is 
only  60  basis  points  (0.60%).  There 
are  times  when  the  difference  is  1% 
or  more.  The  spread  is  narrow  be- 
cause so  few  of  the  best-quality  issues 
are  coming  to  market.  Quality  corpo- 
rations are  flush  with  cash,  so  the 
price  is  high  and  the  yield  low. 

On  the  other  hand,  fire  and  casual- 
ty insurance  companies  are  now  ben- 
efiting from  very  profitable  business 
and  have  lots  of  money  to  invest.  Be- 
cause they  want  high  return,  they 
concentrate  on  the  Baa  bonds,  ignor- 
ing quality  and  relative  yield  factors. 
Their  orders  have  pushed  up  prices 
and  reduced  the  interest  rates  on  these 
medium-quality  issues. 

My  investing  strategy,  therefore,  is 
to  buy  the  best-quality  issues  and 
continue  to  hold  them  until  an  op- 
portunity presents  itself  to  swap  into 
medium-quality  issues  at  a  better 
spread.  Whether  interest  rates  have 
gone  up  or  down  will  not  be  material. 
You  will  be  able  to  improve  your  re- 
turn by  1%  or  more.  ■ 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


New  Issue 


$300,000,000 

The  Dow  Chemical  Company 

7.875%  Debentures  Due  July  15,  2007 


Price  99.25% 

(Plus  Accrued  Interest) 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


The  First  Boston  Corporation      Goldman,  Sachs  &  Co.      Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Salomon  Brothers 


Bache  Halsey  Stuart  Shields 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc.        Drexel  Burnham  Lambert       Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated  Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 


Kuhn  Loeb  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Loeb  Rhoades  &  Co.  Inc. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc. 


Warburg  Paribas  Becker 


Incorporated 


Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


July  15,  1977 


HALF  F-RICE  OFFER!! 

INVESTORS  INTELLIGENCE 

FOR  ONE  FULL  YEAR 
AT  50%  OFF!  ! 

Yes!  receive  26  complete  full  issues  of  the 
world  famous  INVESTORS  INTELLIGENCE,  first 
class  mail  every  other  Friday,  at  one  half  the 
regular  annual  subscription  rate. 

The  editors  of  INVESTORS  INTELLIGENCE 
have  convinced  the  publishers  that  in  order  to 
obtain  greater  exposure  and  increase  circulation, 
the  price  of  INVESTORS  INTELLIGENCE  should 
be  reduced  for  a  limited  time  to  only  $36.00 
per  year. 

Now.  with  the  market  in  a  potential  buying 
area,  it  will  nay  you  to  take  a  look  at  the  much 
quoted  INVESTORS  INTELLIGENCE  and  familiar- 
ize yourself  with  its  many  features.  Here  are 
some  of  the  stock  market  areas  that  will  help 
you  in  your  investment  decisions: 

•  Carefully  selected  quotes  from  the  leading 
investment  services. 

•  The  oft-quoted  Sentiment  Index  based  on 
the  number  of  bulls  and  bears  among 
investment  services. 

•  Technical  interpretations  of  the  DJIA. 

•  Stock  recommendations. 

•  Significant  "Insider"  transactions. 

•  Percent  of  stock  above  their  10-week  and 
30-week  moving  averages. 

•  Market  Monev  Flow  Index. 

•  Leading  Money  Flow  stocks. 

Just  send  your  check  for  $36.00  today  with 
the  coupon  below  to  start  receiving  your 
INVESTORS  INTELLIGENCE  on  the  next  publi- 
cation date  Send  to: 

INVESTORS  INTELLIGENCE 

2  East  Avenue,  Dept.  F-61 
Larchmont,  N.Y.  10538 


Please  Print 


Name_ 


Address. 
City  


State, 


-Zip- 


NYC  add  8%,  NYS  add  area  tax. 
PLEASE  SEND  CHECK  WITH  ORDER.  NO  BILLING. 


WORK  IN  THE 
PARK  INSTEAD 
OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Intl  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


Money  And  Investments 


MIAMI1IAKKS 

14340  N.W.  60  Ave.,  Miami  Lakes,  Ra.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc. 
 Registered  Real  Estate  Broker 


Break  Into  The  Billion  $ 
Success-Education  Business 


An  international  company  with  a  record  of  success  producing 
mind  activating  achievement  systems  has  an  exceptional  oppor- 
tunity for  one  who  seeks  a  prosperous  business  Powerful  sales 
promotion  and  business  direction  furnished  Requirements: 
Business  or  selling  ability  and  moderate  working  capital  Free 
Booklet  "New  Roads"  tells  all  SAI.  P0  Box  47621.  Dallas.  TX 
75247,  (214)  630-6226 
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The  Quest 
For  Income 

By  Lucien  O.  Hooper 


1 


|  hose  of  us  who  deal  with  many 
individual  investors  can  usually  dis- 
cern a  current  pattern  of  behavior. 
For  some  time  now  individuals,  as 
well  as  institutions,  have  been  ex- 
pressing increased  emphasis  on  in- 
come. Whether  they  are  committing 
new  money  or  switching  from  one 
stock  to  another,  they  invariably  ask 
about  the  dividend  rate  and  the  pos- 
sibility of  a  dividend  increase.  This 
is  something  new.  Five  or  six  years 
ago  these  same  people  were  telling  us 
that  they  were  buying  primarily  for 
appreciation,  that  dividends  were  un- 
important. 

In  spite  of  all  the  many  dividend 
increases  this  year,  the  percentage  of 
earnings  being  paid  out  to  stockhold- 
ers is  below  normal.  Earnings  have 
been  going  up  faster  than  dividends. 
Management  is  being  pressed  by 
stockholders  for  more  liberal  payment 
policies.  Perhaps  a  factor  is  the  grow- 
ing conviction  that  the  double  taxa- 
tion on  corporate  earnings  paid  out 
in  dividends  is  to  be  eliminated. 

Utility  Yields 

Observers  have  noted  that  the 
Dow  Jones  utility  average  has  been 
stable  or  higher  while  the  Dow  Jones 
industrials  have  been  lower.  The  rea- 
son is  that  investors  have  been  able 
to  obtain  a  high  income  from  electric 
utility  operating  company  shares. 
While  the  potential  yield  has  de- 
creased, it  is  still  possible  to  obtain 
7%  or  more  in  stocks  like  Duke  Power 
(22),  which  pays  $1.60;  Dayton 
Power  6-  Light   (22),  which  pays 

Mr.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  <Lr  McKinnon 
Securities  Inc. 


$1.66  and  will  probably  pay  mc 
Cincinnati  Gas  ir  Electric  (24),  wl 
recently  increased  the  dividend 
$1.84;  Commonwealth  Edison  (3 
which  pays   $2.40;   General  Pu 
Utilities  (21)  $1.68;  Consolidated 
ison  (24)  $2;  Public  Service  Elec 
ir  Gas  (25)  $1.96;  Pennsylvania  Pi 
er  6-  Light  (24)  pays  $1.92;  i 
Southern    California    Edison  (2 
which  pays  $2.  The  number  of  n 
utility  stocks  offering  a  return  as  h 
as  7%  is  constantly  decimated.  E- 
Texaco,  which  has  long  offered 
highest  return  of  any  of  the  big  c 
is  now   up  around  29/2,  where 
yield  on  the  $2  dividend  is  da 
under  7%. 

Greater  Risk 

These  high  yields  are  not  unc 
nected  with  high  interest  rates.  So 
U.S.  Treasury  issues  are  available 
yield  as  much  as  7/2%.  The  high 
grade  telephone  bonds  are  availa 
at  8%  or  a  little  better.  It  is  no  Ion 
possible,  however,  to  get  as  much 
9%  without  accepting  more  risk  tl 
the  average  conservative  bond 
vestor  is  willing  to  assume.  There 
many  bonds  rated  A  or  Baa  av 
able  to  return  between  8.4%  i 
8.8%.  The  spread  between  bond  yie 
and  stock  yields  has  narrowed,  1 
bonds  still  yield  much  more  tl 
stocks.  It  should  be  pointed  out,  he 
ever,  that  bond  yields  have  co 
down  more  than  stock  yields  h: 
gone  up. 

One   of  the   more  important 
stocks  that  has  become  more  popu 
is  Amerada  Hess  (36),  which  is 
pected  to  earn  around  $5.50  a  sh 
this  year.  Amerada  is  one  of  the  f 
large  companies  where  managem 
itself  owns  a  big  stock  interest.  Am 
ada  is  stronger  in  refining  than 
production,  but  it  is  improving 
production  ratio  as  a  result  of  its  1 
interest  in  the  North  Sea  as  well 
in  the  Gulf  area. 

The  coals  and  the  steels  contir 
to  be  highly  unpopular.  It  is  my  c< 
viction  that  stocks  like  Pittston  (2 
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PIPELINE 
GROWTH 


MAPCO's  Mid-America 
Pipeline  System,  the 
original  "scrappy 
little  pipeline 
company", 
continued  16 
years  of  growth  in 
the  first  quarter  with 
a  throughput  increase 
of  1 4%  over  first  quarter 
1 976.  Other  divisions  were 
equally  impressive,  boosting 
MAPCO  soles  and  revenues  36% 
over  the  comparable  period  last 
year. 

If  you'd  like  to  know  more  about  the 
growth  of  this  fast-moving  diversified  energy 
company,  write  for  our  current  report. 


\>mapco 

1800  S.  Baltimore  Ave.,  Tulsa,  Oklahoma  741 
SYMBOL  MDA  NYSE  •  MWSE  •  PSE 


Richmond  Corporation 


has  merged  into 


The  Continental  Group,  Inc. 


The  undersigned  acted  as  a  financial  advisor 
to  Richmond  Corporation. 


The  First  Boston  Corporation 


NEW  YORK  ATLANTA  BOSTON  CHICAGO  CLEVELAND 

DALLAS  LOS  ANGELES  PHILADELPHIA  PITTSBURGH  SAN  FRANCISCO 
LONDON  ATHENS  CALGARY  GENEVA  MELBOURNE  MONTREAL  TOKYO  ZURICH 

July  6, 1977 
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Money  And  Investments 


Stock  Comments 


Glamour  Stocks  Revisited 

By  Heinz  H.  Biel 

. .  Although  presently  selling  near  its  high  for  the 
year,  Honeywell  is  still  116  points  (!)  below  the 
1972  peak.  At  170  it  was  discounting  the  hereafter . . ." 


W  e  are  in  the  midsummer  doldrums 
now,  and  the  stock  market  itself  seems 
to  have  gone  on  vacation.  Second- 
quarter  earnings  reports  brought  few 
surprises,  and  whatever  disappoint- 
ments there  were  had  been  largely 
discounted  beforehand. 

In  contrast  to  1976,  when  the  mar- 
ket enjoyed  a  huge  advance  in  the 
first  quarter  and  again  with  a  strong 
year-end  rally,  the  current  year  has 
been  a  tough  one  for  making  profits. 
It's  been  a  particularly  difficult  time 
for  the  investor-favored  blue  chips, 
whether  they  are  the  well-known 
growth  stocks  or  what  came  to  be 
called  the  smokestack  stocks.  Recent- 
ly the  latter  have  been  acting  worse 
than  the  former,  which  nowadays 
rarely  shows  up  among  the  new  lows. 

As  I  said  in  my  previous  column,  I 
think  many,  perhaps  most,  of  the  for- 
mer one-decision  favorites  seem  to 
have  more  or  less  completed  the  long 
adjustment  process  that  proved  to  be 
exceedingly  painful.  This  is  not  meant 
to  imply  that  these  stocks  are  about  to 
turn  up  strongly  and  return  to  the  lofty 
heights  of  yesteryear,  but  some  of 
these  stocks,  especially  those  whose 
growth  pattern  has  remained  intact, 
are  at  present  fairly  priced.  As  it  now 
takes  a  full  year  for  new  purchases  to 
become  long  term,  this  may  be  the 
time  span  needed  for  these  stocks  to 
produce  a  satisfactory  profit. 

McDonald's  Corp.  (48)  falls  into 
this  category.  Its  record  of  accom- 
plishments is  little  short  of  fabulous. 
McDonald's  so  outshines  its  numerous 
competitors  that  they  almost  look  pa- 
thetic by  comparison.  We  laughed  at 
the  "Hamburger  University,"  but  this 
company  is  indeed  scientifically  man- 
aged. Its  over  4,000  restaurants,  most- 
ly owned  properties,  have  an  incred- 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


ibly  high  average  sales  volume  of 
about  $800,000,  and  the  operating 
profit  margin  is  higher  than  ever. 

I  have  not  recommended  McDon- 
ald's before.  It  was  much  too  rich  for 
my  taste,  selling  as  high  as  77  in  1972 
and  1973,  when  per-share  earnings 
were  just  94  cents  and  $1.31,  respec- 
tively. The  multiples  were  clearly  out 
of  line.  The  estimate  for  1977  is  $3.40, 
up  from  $2.72  last  year.  With  the 
stock  presently  selling  at  around  48, 
the  indicated  price/earnings  ratio  is 
14/2,  which  is  certainly  not  unreason- 
able. McDonald's  started  paying  divi- 
dends only  about  a  year  ago,  initial- 
ly at  the  absurdly  low  rate  of  2M  cents 
quarterly,  which  has  since  been  raised 
to  5  cents.  Obviously,  a  yield  of  less 
than  one-half  of  1%  is  meaningless. 

Top  Grade,  But . . . 

Another  company  that  never  even 
stubbed  its  toe  on  the  road  to  contin- 
uous increases  in  sales  and  profits  is 
Merck  6-  Co.  (55).  This  is  a  most 
prestigious  company,  in  all  respects,  as 
behooves  a  leading  maker  of  ethical 
drugs.  Merck's  balance  sheet  is  a  thing 
of  beauty,  and  its  ability  to  spend  in- 
credibly large  sums  of  money  for  re- 
search—over $150  million  this  year— 
without  impairing  its  comfortable 
profit  margins  would  seem  to  assure 
its  prominence  and  leadership. 

Like  other  stocks  of  similar  caliber, 
Merck  was  greatly  overpriced  when, 
in  early  1973,  the  stock  sold  above 
100.  Earnings  for  the  preceding  year 
were  barely  $2  a  share.  But  that  is 
not  the  only  reason  for  the  steep  price 
decline  of  the  stock.  There  are  clouds 
over  the  pharmaceutical  industry.  It 
now  takes  longer  to  get  new  drugs 
approved  by  the  Food  &  Drug  Ad- 
ministration. And  many  feel  the  gener- 
ic drugs,  which  are  cheaper  than  pro- 
prietary drugs,  should  be  prescribed 
whenever  possible.  Furthermore,  if 
we  get  national  health  insurance  it 


could  put  added  pressure  on  drug 
prices.  Selling  at  about  14M  times  this 
year's  estimated  earnings  of  $3.80, 
and  with  profits  likely  to  continue  to 
grow  gradually,  as  they  have  in  the 
past,  Merck  stock  is  now  fairly  priced. 
But  it  is  not  an  outstanding  BUY  if 
you  fear  that  the  clouds  referred  to 
above  may  thicken  in  the  years  ahead. 

Few  once  highly  regarded  invest- 
ment stocks  have  been  treated  more 
harshly  by  the  market  than  Honeywell 
(54).  Although  presendy  selling  near 
its  high  for  the  year,  the  current  price 
is  still  116  points  (!)  below  the  1972 
peak.  As  in  other  instances,  a  price 
of  170  did  not  make  sense.  It  was 
discounting  the  hereafter.  Honeywell, 
a  dividend  payer  for  50  years,  had 
been  a  "safe"  growth  stock  to  own  as 
long  as  its  main  business  was  mak- 
ing things  we  can  understand,  like 
thermostats  for  our  homes  and  other 
controls,  and  perhaps  even  aerospace 
and  other  government  business.  But 
Honeywell— possibly  infected  or  in- 
spired by  its  Minneapolis  neighbor, 
Control  Data— jumped  headlong  into 
the  computer  business,  where  it  now 
ranks  second  after  buying  GE's  com- 
puter operations  in  1970. 

Honeywell's  earnings  declined  quite 
sharply  in  1974,  which  is  an  unpar- 
donable sin  for  a  growth  company, 
and  1975  was  not  much  better.  But 
the  following  year  matched  the  old 
high  in  per-share  earnings  ($5.12) 
and  1977  may  see  a  new  peak,  al- 
though estimates  range  all  over  the 
lot.  So  Honeywell  can  now  be  bought 
for  about  ten  times  earnings,  not  much 
more  than  the  multiple  of  the  DJI 
and  lower  than  IBM's  P/E  of  15. 

Is  Honeywell  a  BUY?  Yes,  but  with 
reservation.  The  way  I  see  it,  this 
stock,  whose  high  quality  used  to  be 
beyond  question  not  so  long  ago,  has 
now  acquired  a  speculative  tinge.  A 
few  years  ago  S&P  lowered  the  stock's 
rating  from  A+  to  A—.  I  agree.  ■ 
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Special  Invitation  from  VALUE  LINE 


O  INVESTORS  WHO  USE 
ISCOUNT  BROKERS 

.  and  make  their  own  investment 


owing  minority  of  investors 
urning  to  discount  brokers  to 
;ommission  costs.  Generally, 
is  appropriate  only  for  those 

make  their  own  decisions, 
3  most  discount  brokers  do 
provide  investment  research, 
f  you're  doing  business  with  a 
Dunt  broker,  you  need  the 

independent  research  you 
get.  (Your  commission  sav- 
on  just  a  few  trades  may  pay 
full  year  of  such  assistance.) 
i's  how  Value  Line  can  help: 


i  like  to  send  you  Value  Line's 
>t  full-page  Reports  on  each  of 
)  stocks  under  continual  re- 
.  These  come  to  you  ready  for 
int  use,  fully  indexed  and 
e-leaf  bound  in  the  Investors 
trence  Service  (available  sep- 
ely  for  $45) .  .  .  and  will  be 
ematically  updated  by  new 
orts  in  the  weeks  ahead.  Filing 
s  less  than  a  minute  a  week, 
his  material  is  so  organized  in 
■  binder  that  you  can  quickly 
to  a  continually  updated  re- 
on  almost  any  leading  stock. 
>e  comprehensive  Reports  cov- 
Imost  every  stock  that's  likely 
e  of  interest  to  you.  The  1650 
ks  covered  by  Value  Line  ac- 
it  for  approximately  96%  of  all 
ar  trading  volume  in  the  U.S. 
ity  markets.  With  Value  Line, 
re  really  "well  armed." 
pical  Value  Line  full-page  Re- 
on  a  stock  includes  22  series 
/ital  financial  and  operating 


statistics — going  back  15  years 
and  estimated  3  to  5  years  into  the 
future— plus  ratings  and  estimates 
of  relative  Price  Performance  in  the 
next  12  months,  long-term  per- 
centage Appreciation  Potential, 
Safety,  current  Yield  and  P/E  com- 
pared to  past  norms.  About  125 
Reports  are  issued  every  week— 
1650  every  13  weeks,  in  regular 
sequence. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uni- 
form standards  of  evaluation  to 
all  1650  stocks,  you  can  quickly 
and  easily  identify  which  stocks 
we  currently  rate  relatively  best 
and  worst  for  your  particular  goals. 
We  especially  suggest  you  avoid 
the  400  stocks  currently  rated  be- 
low average  for  Performance  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1650  stocks  are  updated  EVERY 
WEEK  in  our  32-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor 


— if  you  call  your  own  shots — you 
should  settle  for  nothing  less  than 
the  best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  1 2  months.  Plus  two  immedi- 
ate bonuses — the  two-volume  In- 
vestors Reference  Service  (de- 
scribed above)  and  our  penetrat- 
ing new  64-page  guide  book,  "In- 
vesting in  Common  Stocks." 
Money  Back  Guarantee:  You  take 
no  risk  in  accepting  this  offer.  If 
you're  not  satisfied  with  Value  Line 
for  any  reason  at  all,  just  return 
the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer— and  if  no  mem- 
ber of  your  household  has  sub- 
scribed to  Value  Line  in  the  past 
two  years — you  may  take  an  in- 
troductory 10-week  trial  for  only 
$29.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

Please  give  us  your  instructions 
on  the  coupon  below  and  mail  it 
today. 


616D01 


SIGNATURE 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.»5  EAST  44TH  STREET«NEW  YORK,  N.Y.  1001 7 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  two  bonuses 
listed  above.  Check  for  $29  is  enclosed. 
(Trial  subscriptions  must  be  accompanied 
by  payment.) 

SPECIAL  EXTRA  BONUS  This 
famous-make  pocket-size  ELEC- 
TRONIC CALCULATOR  (with  full 
memory)  given  to  you  when  you 
order  The  Value  Line  Investment 
Survey  for  one  year— and  send 
payment  now. 

□  1  year  for  $285.  My  payment  is  enclosed  GUARANTEE;  ,f  diSsatisfied  for  any  rea- 
-send  me  the  CALCULATOR  as  my  extra  SQn  ,  retum  materia|  withjn  30  days 
special  bonus.  (There  are  no  reactions  fQr  fu||  ref^n(j  Qf  thQ  fee  ,  hflve  pajd 

with  this  annual  subscription.)  Subscription  tax-deductible  and  non-assignable. 

□  Bill  me  for  $285.  (Does  not  include  the  Foreign  rates  on  request.  (NY  residents  add  sales 
calculator.)  ,ax> 
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>  emember  the  late  1960s  and  early 
1970s  when  the  world  was  about  to 
run  out  of  wheat  and  U.S.  farmers 
were  encouraged  to  plant  fence  post 
to  fence  post  to  feed  the  hungry  of 
the  world?  Well,  the  farmers  did  their 
job— only  too  well  as  a  matter  of  fact 
—and  now  we  are  looking  at  a  carry- 
over of  at  least  1.1  billion  bushels  as 
of  June  1.  Adding  this  carryover  (the 
wheat  we  did  not  consume  or  export 
from  last  year's  crop)  to  this  year's 
crop  means  we  will  probably  have  a 
total  U.S.  wheat  supply  of  over  3  bil- 
lion bushels  for  the  first  time  in  his- 
tory. Furthermore,  wheat  farmers 
everywhere,  much  to  their  own  sor- 
row, are  apparently  producing  bump- 
er harvests— worldwide  wheat  produc- 
tion is  estimated  at  14.8  billion  bush- 
els, with  a  carryover  approaching  4.2 
billion  bushels  versus  3.8  billion  bush- 
els last  year.  One  bright  spot  in  the 
U.S.  picture  is  exports:  They  are  run- 
ning just  under  2%  of  year-ago  levels. 

Since  wheat  prices  in  the  U.S.  are 
already  at  or  below  government  sup- 
port levels,  can  one  make  a  bear- 
much  less  a  bull— case  for  wheat? 
Good  question.  Here's  my  answer. 

Crackers  &  Pastry 

The  U.S.  is  already  assured  a  great 
winter  wheat  crop  (that  is  wheat 
planted  last  fall  and  harvested  be- 
ginning in  May).  Our  winter  wheat 
crop  consists  of  two  types:  hard  red 
winter  wheat  raised  in  Kansas,  the 
Texas  and  Oklahoma  panhandles,  and 
the  plains  of  Texas  and  Oklahoma; 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


and  soft  red  winter  wheat  which  is  p 
duced  in  Illinois,  Indiana,  Ohio  ; 
Missouri.  The  former  is  used  in  m 
ing  bread,  the  latter  in  crackers  ■< 
pastry.  Hard  red  is  traded  at  Kan 
City,  while  Chicago  handles  most 
the  volume  in  the  soft  red  wheat.  1 
winter  wheat  crop  looks  like  it  will 
in  excess  of  1.5  billion  bushels.  1 
latest  estimate  is  only  3%  less  than 
1976  crop,  as  a  slightly  higher  yi 
per  acre  will  more  than  offset  a 
cutback  in  planted  acreage. 

Watch  The  Weather 

Spring  wheat  planting  intentions 
taled  18.5  million  acres,  off  18%  fi 
1976.  By  "spring  wheat"  I  mean 
relatively  good  bread-making,  h 
protein,  hard  red  wheat  produ 
mostly  in  the  Dakotas  and  Monta 
It  is  planted  in  the  spring  and  1 
vested  in  the  late  summer  beginn 
about  mid-July.  Because  the  hard 
growing  area  is  rather  concentrat 
it  is  more  subject  to  severe  weat 
damage.  (There  are  two  other  n 
winter  wheats  that  are  significant.  ( 
of  these  is  durum— the  hard,  pa 
making  type  of  wheat.  This  is  { 
grown  in  the  spring  area— mai 
North  Dakota— but  it  is  not  deli\ 
able  on  the  spring  wheat  conn 
traded  in  Minneapolis.  The  ot 
spring  wheat  is  the  so-called  wl 
wheat  on  the  Pacific  Coast  and  d 
not  come  into  the  eastern  U.S. 
cause  of  freight  costs;  it  is  consun 
on  the  West  Coast  and/ or  exportec 
the  Orient  or  Latin  America.) 

It  is  important  to  keep  in  mind  tl 
at  this  writing,  while  the  winter  wli 
crop  is  made  (harvested) ,  the  spr 
wheat  crop  is  still  subject  to  the 
cissitudes  of  the  weather.  It  is  i 
difference  that  we  will  try  to  exp 
in  a  trade  recommendation. 

Consider  again  the  facts:  1)  Spr 
wheat  plantings  are  down  much  m 
than  winter  wheat  plantings  (wh 
are  hardly  changed  from  last  ye£ 
2)  There  are  still  weather  uncerfc 
ties  associated  with  the  spring  wh 
crop.  3)  Historically,  spring  wh 
(traded  at  Minneapolis)  command: 
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The  Continental  Group,  Inc. 

has  acquired 

Richmond  Corporation 


The  undersigned  acted  as  financial  advisor  to  The  Continental  Group,  Inc. 
and  assisted  in  the  negotiations  leading  to  this  transaction. 


Lazard  Freres  &  Co. 


Buffalo  Color  Corporation 

has  acquired  substantially  all  of  the  assets  of  the  dyestuffs 
business  in  Buffalo,  New  York,  from 

Allied  Chemical  Corporation 

The  undersigned  acted  as  financial  advisor  to  Buffalo  Color 
Corporation  and  assisted  in  the  negotiation  of  this  transaction. 

WM  SWORD  &  CO. 

INCORPORATED 

July  5, 1977 
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Money  And  Investments 


Stock  Trends 


Numbers-Nutty 

By  Ann  C.  Brown 

". . .  The  stock  and  bond  markets  will  continue  to  race 
up  and  down  with  each  statistical  pronouncement,  and 
good  guessers  should  be  able  to  make  a  tidy  bundle  . . ." 


|  alk  about  sleepy  time  down  South. 
Just  visit  the  corner  of  Broad  and  Wall 
Streets,  where  the  New  York  Stock 
Exchange  has  so  far  provided  about 
as  much  excitement  as  a  hot,  humid 
Tuesday  night  in  Plains.  One  possible 
explanation  for  the  relative  lack  of  ac- 
tivity is  that  money  managers  are  tak- 
ing a  sabbatical  leave  after  suffering 
through  past  summers  of  riots,  reces- 
sions and  resignations  in  high  places. 

My  own  guess  is  that  beneath  the 
seemingly  dull  surface  there  is  quite 
a  tussle  going  on  between  those  who 
expect  the  inflation  rate  to  stay  high 
or  even  rise  next  year  and  those  who 
are  betting  it  will  decline  by  a  fairly 
significant  amount.  With  the  forces 
divided  about  50-50,  it's  little  won- 
der the  DJI  is  going  nowhere. 

As  the  chilly  winter  months  ap- 
proach, everyone  will  get  a  better 
handle  on  the  situation.  The  crops 
will  be  in,  the  strikes  will  be  on  and 
Congress  will  be  back,  ever  mindful 
that  1978  brings  with  it  another 
round  of  campaigning  and  voting.  A 
reasonable  assumption  is  that  Presi- 
dent Carter  would  like  to  get  Demo- 
crats reelected,  not  only  to  maintain 
strong  one-party  domination  of  the 
House  and  Senate  but  also  to  strength- 
en his  position  as  party  leader.  There- 
fore, while  the  Administration  will 
try  to  keep  inflation  in  check  as  long 
as  possible,  it  may  have  to  ease  up 
to  assure  a  declining  unemployment 
rate  come  next  November. 

The  nation  has  gone  numbers- 
nutty.  Not  only  are  we  trying  to  ac- 
climate ourselves  to  Celsius  and  cen- 
timeters, but  we  also  have  to  contend 
with  the  growing  amount  of  mathe- 
matical data  that  spews  forth  daily 
from  both  government  and  private 

Ann  C.  Brown  is  vice  president  of  the 
New  York  investment  firm  of  Melhado, 
Flynn  <Lr  Associates,  Inc. 


sources.  Over  the  past  decade  my 
nightly  briefcase  has  increased  by 
roughly  two  kilos  just  to  accommo- 
date this  outpouring  of  figures.  Of 
course,  with  the  passage  of  time,  all 
these  predictions  are  subtly  modi- 
fied by  unexpected  events  like  wars, 
famines,  floods  and  aggressive  Arabs. 
As  a  result,  by  the  time  an  actual 
statistic  is  announced,  it  frequently 
bears  little  resemblance  to  the  origi- 
nal guesstimate. 

Every  era  has  its  oracles  and  sooth- 
sayers and,  since  ours  is  the  Age  of 
Computers,  about  all  we  can  do  is 
dig  in  for  what  promises  to  be  a 
lengthy  bombardment  by  an  expo- 
nential increase  in  integers— regardless 
of  their  accuracy  or  value.  Mean- 
while, the  stock  and  bond  markets 
will  continue  to  race  up  and  down 
with  each  statistical  pronouncement, 
and  good  guessers  should  be  able  to 
make  a  tidy  bundle  from  accurate 
anticipations. 

Profitable  Potpourri 

Two  big-time  diversified  entertain- 
ment stocks  possess  considerable  at- 
traction. Disney  (36)  has  just  re- 
leased its  delightful  new  animated 
feature  film  The  Rescuers,  which 
managed  to  get  a  rare  boffo  review 
in  Variety  (and  even  some  kind  words 
in  The  New  York  Times).  Warner 
Communications'  (30)  record  busi- 
ness hit  new  revenue  and  profit  highs 
in  the  first  quarter  this  year,  and  the 
company  is  now  estimated  to  have 
15%  of  the  booming  world  market  in 
recorded  music.  Through  its  film  en- 
tertainment divisions,  the  company  is 
a  major  producer  of  movies  for  the- 
aters (A  Star  Is  Born  and  The  En- 
forcer) and  television  (Roots).  The 
company  also  participates  in  the  ca- 
ble TV  and  electronic  games  markets 
and  has  recently  acquired  the  Knick- 
erbocker Toy  Co.  On  a  fully  diluted 
basis,  Warner  Communications  earned 
$3.68  in  1976  and  is  estimated  to  earn 


$4.54  in  1977  and  $5  in  1978. 

Coastal  States  Gas  (23)  is  an  in- 
triguing situation  that  is  emerging 
from  a  four-year  cloud  of  litigation 
involving  its  Lo-Vaca  natural  gas  dis- 
tribution subsidiary.  The  courts  have 
provided  for  a  spinoff  of  Lo-Vaca 
and  the  issuance  of  1.5  million  shares 
of  Coastal  States  Gas  common  stock 
to  a  settlement  trust  benefiting  Lo- 
Vaca  claimants.  After  the  spinoff, 
Coastal  States  Gas  is  estimated  to  earn 
$3.10  a  share  in  1978  and  the  spinoff 
company  could  earn  around  $1  a 
share. 

Another  Texas-based  outfit  has 
eye-catching  earnings  estimates  of 
$3.80  a  share  for  1977  and  $4.30  for 
1978,  up  from  $3.35  last  year.  Texas 
Commerce  Bancshares  (35),  a  multi- 
bank  holding  company,  owns  32 
banks  in  Texas  in  addition  to  the 
Texas  Commerce  Bank.  The  latter  is 
the  fourth-largest  bank  in  Texas  and 
it  maintains  individual  departments 
to  service  the  oil  and  gas  industries. 
The  company  also  has  branches  in 
Nassau  and  London  and  has  repre- 
sentative offices  in  Tokyo,  Mexico 
City  and  Bahrain.  Leave  it  to  the 
Texans  to  sniff  out  the  oil. 

While  most  of  the  paper  companies 
are  having  a  difficult  time  of  it,  Fort 
Howard  Paper  (37)  keeps  adding  to 
its  ten-year  record  of  unbroken  earn- 
ings and  dividend  increases.  Fort 
Howard  is  a  leading  converter  of  re- 
cycled wastepaper  into  disposable 
products  such  as  paper  towels,  nap- 
kins and  tissues.  The  company  is  a 
major  supplier  to  the  industrial,  com- 
mercial and  institutional  markets, 
which  is  probably  why  its  name  is  not 
a  household  word.  For  1977  Fort  How- 
ard Paper  is  estimated  to  earn  around 
$3.40  a  share,  up  from  $3.06  last 
year,  and  $3.90  seems  attainable  in 
1978.  By  mid-1979  the  company 
hopes  to  complete  the  second  phase 
of  its  new  Oklahoma  facility,  which 
will  add  to  capacity.  ■ 
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The  Funds 


nit  Trusts:  Things 
our  Broker  Doesn't 
Iways  Tell  You 


,e  mutual  fund  sponsors  bemoan 
falling  sales  and  brokers  turn 
selling  funds  to  selling  life  in- 

ce,  the  unit  investment  trust  is 

ing. 

it  trusts  now  account  for  about 
billion  in  assets,  vs.  about  $50 
n  for  the  mutual  funds  (down 
$60  billion  in  1972).  The  unit 
are  selling  at  the  rate  of  about 
illion  a  year,  whereas  owners 
net  redemptions  of  $2.5  billion 
l  of  mutual  funds  last  year, 
unit  investment  trust  is  a  fixed 
slio  of  bonds,  with  units  sold 


more,  the  trusts  are  not  managed— an 
advantage  if  you  believe  that  man- 
agement fees  and  trading  commis- 
sions cost  more  than  they  yield  in  re- 
sults. That's  the  investor's  side. 

The  other  reason  for  the  success  of 
the  unit  trusts  is  that  the  brokers  who 
package  and  sell  them  also  find  them 
highly  profitable. 

Most  unit  trusts  charge  the  buyer 
—and  pay  the  seller— a  3%  to  4.5%  sales 
fee.  "If  the  situation  were  reversed, 
and  the  spread  were  4%  on  individual 
bonds  and  only  1%  on  the  trusts,"  says 
Frederick  J.  Stoever,  president  of  the 


.  Because  of  the  diversification  and  the  stress 
income,  'there's  pressure  to  go  for  yield  and 
et  quality  as  long  as  the  rating  is  right'  .  .  ." 


t  asset  value  (offering  prices  of 
>onds)  plus  various  charges.  It 
irst  developed  in  its  present  form 
61  by  Ira  Haupt  &  Co.  (now  de- 
)  and  John  Nuveen  &  Co. 
:h  is  now  the  second-biggest  in 
usiness ) . 

e  business  got  its  big  lift  when 
11  Lynch  entered  in  1971  by 
%  over  a  unit  trust  operation 
with  the  rest  of  the  bankrupt 
body  firm  (which  had  earlier 
bed  many  of  Haupt  &  Co.'s  peo- 
With  Merrill  Lynch  and  cospon- 
3ache  Halsey  Stuart  Shields  Inc. 
leynolds  &  Co.  pushing  the  trusts 
ausly  and  branching  out  into 
rate  bonds  and  preferreds  as 
as  municipals,  unit  trust  sales  by 
'ear  had  soared  to  $1.57  billion 
-thirds  in  municipals,  one-third 
Diporates.  They're  up  slightly 
i  this  year. 

ere  are  two  big  reasons  for  this 
ss:  First,  the  unit  trusts  can  be 
good  investments.  Sold  in  $1,000 
<s,  they  enable  the  small  investor 
y  lower-quality,  high-yield  bonds 
the  safety  of  diversification.  He 
the  reward  of  a  steady,  high 
with  few  of  the  risks.  What's 


municipal  bond  house  of  Stoever, 
Glass  &  Co.,  "you'd  probably  see  a 
third  of  the  sales  you  have  in  the 
trusts  and  three  times  the  sales  you 
have  in  bonds."  If  you  cash  in  your 
units,  the  sponsor  can  resell  them  with 
another  4%  or  so  sales  charge— or  use 
them  as  part  of  the  portfolio  of  the 
next  trust  it  issues.  Merrill  Lynch's 
$23-million  55th  Corporate  Income 
Fund,  for  example,  includes  $1.5  mil- 
lion worth  of  units  from  previously 
issued  trusts. 

"We  bring  them  [unit  trusts]  out 
back  to  back,"  says  Frank  P.  Wendt, 
chairman  of  Nuveen  &  Co.  "The  con- 
cept is  that  as  soon  as  one  portfolio  is 
distributed,  the  dealer  always  knows 
there's  another  Nuveen  trust  avail- 
able." The  sponsor  and  the  dealers 
split  the  sales  commission,  with  the 
sponsor  receiving  the  bulk  of  the  com- 
mission. Merrill  Lynch,  Bache  and 
Reynolds,  for  example,  make  the  full 
3.5%  on  the  units  they  sell,  usually 
80%  of  an  issue,  while  they  keep  1% 
of  the  units  sold  by  other  dealers. 

The  sponsor  can  also  make  extra 
profits  on  underwriting  fees,  by  put- 
ting some  or  all  of  the  issues  it  un- 
derwrites directly  into  a  trust.  For  ex- 


800- 
638-1527 

or  (301)  S47-2136  collect 

*  Income  mciv  (>c  sUbk'Ct  to  taxes 
income  states.  . 


A  no-load  fund.  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  100  East 
Pratt  Street,  Baltimore,  Maryland  21202. 

  Dept.  _A6. 


TAX-FREE  INCOME  FUND 


For  more  complete  inlormalion  including  management  tee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  Invest  or  send  money. 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES.  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243  4253 

Coll  loll  Iree  800-527-2654  extept  from  Texas 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  write  giving  phone  no. to:  Dept.  21,  Computer  Capital  Corp. 
6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  S0028 
OR  Call  Mr.  Vander:  (213)  463-4841 
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ample,  62%  of  the  bonds  in  Nuveen's 
recent  Series  96  Tax-Exempt  Fund 
were  underwritten  directly  by  Nu- 
veen  or  a  syndicate  of  which  it  was  a 
member.  Nuveen  made  in  the  neigh- 
borhood of  $180,000  in  underwriting 
fees  and  inventory  profits  on  these 
bonds— and  saved  the  cost  of  market- 
ing them. 

Then  there  are  the  private  place- 


on  income,  "there's  pressure  to  go  for 
the  yield  and  forget  about  quality  as 
long  as  the  rating  is  right,"  admits 
John  Goldsmith,  a  partner  in  charge 
of  capital  commitments  at  Prescott, 
Ball  &  Turben. 

No  one  suggests  that  the  issuers  are 
about  to  go  bankrupt.  But  that  little 
difference  in  yield  and  quality  can 
turn  into  a  big  difference  in  value 


". . .  'The  bond  market  is  like  a  pendulum/  Stoever 
says.  'At  the  bottom,  with  the  widest  swings,  are 
the  high-yield  issues— long  term  and  low  quality' . . .' 


ment  fees  received  for  private  debt 
placed  directly  into  the  funds.  Merrill 
Lynch  recently  made  $72,400  by  buy- 
ing $9  million  worth  of  private  place- 
ments for  one  of  its  funds. 

Of  course,  the  sponsor's  profits  are 
irrelevant  if  the  buyer  gets  his  mon- 
ey's worth.  But  does  he?  Sometimes, 
yes.  Sometimes,  no. 

Because  of  the  diversification 
(which  reduces  risk)  and  the  stress 


should  the  investor  ever  decide  to  get 
out— or  should  the  bond  market  col- 
lapse. "The  bond  market  is  like  a 
pendulum,"  comments  Stoever.  "At 
the  bottom,  with  the  widest  swings, 
are  the  high-yield  issues— long  term 
and  low  quality.  With  each  1%  rise  in 
long-term  interest  rates,  their  princi- 
pal value  can  drop  by  10%." 

When  there  is  no  secondary  market 
for  the  units,  they  are  redeemed  at 


the  value  of  the  bid  prices  of  the 
bonds  in  the  portfolio,  which  may  be 
232  points  or  more  under  the  offer- 
ing prices  of  the  bonds  on  which  the 
sales  prices  of  the  trusts  are  based. 
Since  the  trustees  tend  to  sell  the 
most  easily  liquidated  bonds  in  the 
portfolio  to  pay  off  the  withdrawing 
unit  holders,  regardless  of  current 
market  conditions,  the  remaining  unit 
holders  are  frequently  left  with  a  less 
liquid  portfolio,  which  may  also  be 
made  up  of  lower-yielding  bonds. 

At  some  point,  when  the  principal 
remaining  in  the  trusts  is  down  to  a 
certain  percentage  (40%  for  the  Mer- 
rill trusts  and  20%  for  Nuveen),  the 
trusts  can  be  terminated.  The  trustees 
do  this  simply  by  selling  the  remain- 
ing bonds  and  returning  the  receipts 
to  the  unit  holders.  Again,  there's  no 
telling  into  what  kind  of  market  these 
bonds  will  be  sold. 

The  moral  of  the  story  is:  Look  be- 
fore you  leap.  These  unit  trusts  are 
a  useful  investment  medium  but  don't 
forget  that  there  are  risks.  And  be- 
ware a  super  high-pressure  salesman 
offering  you  an  investment  cure-all.  ■ 
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FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  the  first  day 
of  the  preceding  month. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/ NEW  YORK,  NY  10011 
(212)  675-7725 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A, 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 


MGM'T  &  SALES  MEETINGS 


ELLIOTT  MADDOX 
ENTERPRISES 

Presen  Is 

Pro  Athletes  and  Entertainers  for 

•  Personal  Appearances 

•  Corporate  Meetings 

•  Conventions  •  Endorsements 
250  W.  57  St.,  N.Y.C.  (212)  757-1605 


Total  Paid  Circulation  650,000 

Top  Management  297,000 

Own  Corporate  Stock  601,250 

(Average  value  $232,000) 
Help  Make  Investment 

Decisions  for  Others  279,500 

Average  Income  $52,700 

Average  Net  Worth  $553,600 

Source:  1976  FORBES  Subscriber  Profile,  (Don  Bowdren  Associates) 


FAST  FACTS 
ABOUT 
FORBES 
SUBSCRIBERS 
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BUSINESS  OPPORTUNITIES 


ICE  CREAM  & 
YOGURT  STORES 

elect  areas  still  available  for 
xclusive  ZIP'Z  "MAKE  YOUR 
WN  SUNDAE"  FRANCHISES, 
icludes  SITE  LOCATION.  EQUIP 
IENT,  and  TRAINING.  Minimum 
9500  cash  investment  required, 
you  qualify— 

CALL  TOLL  FREE  TODAY 
-800-821  2270,Ext.323 

ZIP'Z 

A  DIV.  OF  I.O.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEOO,  OHIO  43613 


ISTRIBUTORSHIP 

>OLAR  ENERGY 

ie  of  the  nation's  oldest  pion- 
irs  in  the  Solar  Energy  field  is 
>w  awarding  Area  Distributor- 
lips  to  local  reliable  persons 
io  realize  future  energy  de- 
ands  are  here  now.  High  an- 
jal  income.  Part  or  full  time. 
12,500  min.  cash  req'd  (sec). 
>r  appt.  write  or  call  immedi- 
ely,  Solar  Systems, 
>046  Eden  Landing  Rd.,  Suite  4, 
Hayward,  CA.  94545. 
(415)  785-0712 


:APITAL  &  INVESTMENT 
OPPORTUNITIES 

ENTRY  .  .  .  $200,000  RETURN? 

17.00  tax-deductible  filing  fee 
non-competitive  public  draw- 
>  for  oil  and  gas  leases  by  the 
eral  Government  could  return 
0,000.  Free  details.  AA  Oil  & 
Inc.,  2051  East  Camelback 
id,  Phoenix,  Arizona  85016.  (602) 
-7600. 


COMMODITIES 


RADING  COMMODITIES? 


ndamatic  I,  a  mechanical  system 
trading  commodities,  has  pro- 
:ed  huge  profits  in  recent  years 
I  is  now  being  made  available  to 
mited  number  of  serious  traders, 
id  for  free  details  and  four  year 
:k  record. 

PWA  Commodity  Research 
Box  5522 
Irving,  Texas  75062 


IARING 


IS  CARING 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty 
items  all  dropshipped  for  you.  No 
packing  or  shipping.  Unique  Bonus 
Plan  stimulates  orders.  Free  cata- 
log &  details  from  Giftime,  Inc., 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144, 
(215)  842-1400 


BOOK  STORE(S)-start  up  and  on- 
going services.  Approx  $56M  in- 
cludes inventory,  site  assistance, 
franchise  fee,  fixtures,  installation 
and  training.  Pleasant,  solid  busi- 
ness. Successful  associates  from 
Vermont  to  California.  To  investi- 
gate, visit  store  near  you  and  con- 
tact Little  Professor  Book  Centers, 
Inc.,  33200  Capitol,  Livonia,  Ml 
48150. 


★★★★★★★★★★★★★★★★★★★★ 

I  ONE  OF  AMERICA'S  FASTEST  * 
J.  PROFIT  MAKING  BUSINESSES  * 

*  FOR  1977  * 

*  CALIFORNIA  t 


I  SKATEBOARD  t 
I  PARKS  t 

jf  Call  For  Brochure  * 

*  1-800-821-7700  Extension  332  £ 

*  * 

ART  &  ANTIQUES 

ART  AND  ANTIQUES  (IN  MINT 
CONDITION)  OFFERED  FOR  SALE 
BY  FAMOUS  COLLECTOR 

Collection,  consisting  of  only  the 
finest  items,  selected  by  prestigious 
connoisseur.  A  sampling  of  items 
includes  service  for  36  in  Minton 
"Dynasty"  pattern,  service  for  36 
plus  service  pieces  in  Buccellati 
"French  Empire"  pattern,  Adam 
period  crystal,  brackets,  chande- 
liers, mirrors,  andirons,  sconces  and 
furniture.  Also  silver  and  gold  statu- 
ary by  Bullene  and  silver  statuary 
by  Buccellati  with  collection  of 
Steuben  glass  highlighted  by  "Ca- 
thedral Spire."  Paintings  include 
works  by  Brunery,  Grimshaw  and 
Detti  with  collection  of  Boehm  of 
Malvern  porcelain  plates,  figures 
and  paintings. 

For  information  and  private  view- 
ing. Contact  Mr.  A.  Baer.  (212)  374- 
6371  or  toll-free  (800)  221-3313.  Ill 
John  Street,  New  York,  NY  10038. 


COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 


INVESTMENT  ART 

Original  etchings  and  lithographs 
by   the   great   masters.  (Chagall, 
Miro,   Daii,    Picasso  and  others.) 
Now  available  at  below  wholesale. 
Dali's  "Don  Quixote"  retail  $150, 
your  cost  $45.  A  great  investment. 
Now  you  can  acquire  high  quality 
investment  art  that  will  give  you 
pleasure  and  prestige  as  well  as 
capital     appreciation.     For  info, 
write  or  call  collect: 
PALACE  GALLERIES,   INC.,  156 
E.  52nd  St.,  New  York,  NY  10022. 
(212)  838-2213 


REAL  ESTATE 


SSI  RELOCATING? 


...  or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 


details 


Looking  for  dramatic  capital  appreciation1 

INVEST  IN  CANADIAN 
ACREAGE  from  '62  AN  ACRE 

A  12-year  record  of  excellent  per'-, 
tormance  to  Investors:  Participate 
for  potential  prolits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write : 

CANADIAN  ESTATE  Dept  fob 

286LawrenceAve  W  Toronto.Ont  Canada  M5M3A8 


 AUTOMOBILES  

SAVE  $2,000  ON  NEW  1978  CARS 

Your  Detroit  Connection  offers  new 
1978  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
you  up  to  $2,000.  Full  factory  war- 
ranty. Free  Detroit  Metro  Airport 
pickup  at  delivery.  Send  make  and 
model  desired  for  a  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48124.  Phone  (313)  565-5577. 

EXECUTIVE  EDUCATION 

COLLEGE  DEGREES  BY  MAIL 

It  is  honestly  possible  to  earn  a 
legitimate,  accredited  bachelors, 
masters,  or  doctorate  from  well- 
known  universities  without  taking 
any  traditional  courses  whatsoever, 
often  at  surprisingly  low  cost.  Free 
details  from  Dr.  John  Bear,  2150 
Franklin  Street,  Deot.  40022,  Oak- 
land, California  94612.  Or  call  toll- 
free  800-648-5300. 
(In  Nevada  800-992-5710.) 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  ol  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

uVP 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


280  ACRES  for  $4,950.00 

Large  sprawling  properly  ideal  for 
catlle  ranching,  investment,  and    I  > 
homesteading  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America).  Tax 
benefits  for  catlle  ranching1  For  J 
details  and  terms  write;  M.  Lee 
Dept  FR  286  Lawrence  Ave.  W  ^ 
Toronto,  Oni.  Canada  M5M  3A8 


EAST  TEXAS  LUXURY... 

Can  be  yours  if  you  didn't  freeze  to 
death  last  winter!  Fly  down  and  see 
this    beautiful,    70-acre,  working 
ranch    with    two-year-old  custom 
home.  Located  one  hour  east  of 
Dallas  metroplex  and  one  hour  west 
of  Tyler,  the  nation's  rose  garden, 
and  smack  in  the  middle  of  the 
biggest  gas,  oil  and  lignite  reserves 
in  the  country.  You'll  never  be  cold 
again!  Call  or  write: 
DOUG  PROCTER  REAL  ESTATE 
310  S.  Vine,  Tyler,  Texas  75702 
Phone:  (214)  592-3419 


FREE  CATALOG 

Big,  Free  Fall  Catalog  describes  and 
pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

REAL  ESTATE  WANTED 


LAND  WANTED 

Ranch/Recreation  type 

Minimum  10,000  acres,  in  U.S.A. 
Size  unlimited. 
Cash  purchase  or  terms  to 
accomodate  seller. 
Box  A-116  Forbes, 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011 


BOOKS  &  PERIODICALS 

Harvard  Business  Review 
On  Management 

Excellent  reading  for  well-read  Ex- 
ecutives in  business,  industry  & 
government.  Hard  cover,  751  pages, 
$17  each.  Send  to: 

Morgan  Brandywyne  &  Co., 
P.O.  Box  7,  Adams,  Mass.  01220 


FORBES: 
CAPITALIST 
TOOL 


REACH  THE  AFFLUENT 
IN 

FORBES  CLASSIFIED 


One  out  of  every  13 
FORBES  subscribers 
is  a  millionaire 
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MAKE  AN  INVESTMENT 
rO  PLAY  BETTER  GOLF. 

GET  "JACK  NICKLAUS'  LESSON  TEE"-THE  NEW 
BEST-SELLER  THAT  SIMPLIFIES  INSTRUCTION  IN 
A  WAY  NO  OTHER  GOLF  BOOK  HAS  EVER  DONE. 


y  JACK  NICKLAUS 
ith  Ken  Bowden. 

4"  x  11"  hard  cover; 
0  pages- — every  page  of 
struction  in  rich,  full  color 

1.95 


"Probably  the  most  fundamentally 
sound  golf  instruction  book 
ever  written  by  a  great  player." 

— Bob  Toski, 
teaching  professional 


"I  found  myself  checking  off 
points  that  I  feel  apply  to 
me  and  can  be  of  benefit." 

— Tom  Weiskopf,  former 
British  Open  champion 


"Jim  McQueen's  full-color  illustrations  put 
terrific  bounce  in  Jack  Nicklaus'  Lesson  Tee 
.  .  .  the  artwork  does  a  job  that  photographs 
couldn't  match." 

— Omaha  World-Herald 


Unique  cartoon-strip  format  simplifies  instruction 
— gives  more  clarity  and  depth  of  perception 
than  any  previously-published  instruction  material. 

Marvelous  full-color  drawings 
give  you  a  total  visual 
learning  experience. 

Every  lesson  designed  by 
Jack  Nicklaus  himself  to 
illustrate  an  important  method 
or  technique  he  uses. 

From  the  widely-acclaimed 
series  that  appeared  in 
Golf  Digest,  the  world's  leading 
golfing  publication. 


Each  lesson  self-contained — review  any  phase  of 
instruction  without  having  to  re-read  the  entire  book. 

MAIL  TODAY 


Golf  Digest  Special  Services 

495  Westport  Avenue,  Norwalk,  Connecticut  06856 


YES!  Please  send. 


_copy(ies)  of  Jack  Nicklaus'  Lesson 


Tee  at  $9.95  each  plus  60<S  for  postage  and  handling. 
Payment  enclosed  (no  CODs  please)  $  

Residents  of  Conn.,  N.Y.,  III.,  Mich.,  Fla.  and  Calif,  add  sales  tax. 


Print  Name- 
Address  

City  


.State. 


.Zip. 
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■  j.         on  the 
OUghtS  . . .  Business  of  Life 


It  isn't  the  size  of  the  dog 
in  the  fight,  but  the  size  of 
the  fight  in  the  dog  that  counts. 
Woody  Hayes 


Only  a  mediocre  person 

is  always  at  his  best. 

W.  Somerset  Maugham 


The  biggest  bore  is 
the  person  who  is  bored 
by  everyone  and  everything. 
Frank  Tyger 


Whatever  will  satisfy  hunger 
is  good  food. 
Chinese  Proverb 


Earnestness  is  the  devotion 
of  all  the  faculties. 
Christian  Bovee 


He  that  believes  all,  misseth; 
he  that  believes  nothing,  hits  not. 
Ceorge  Herbert 


No  one  can  give  faith  unless 
he  has  faith.  It  is  the 
persuaded  who  persuade. 
Joseph  Joubert 


No  soup  is  ever  eaten 
as  hot  as  it  is  cooked. 
German  Proverb 


There  is  no  such  thing  as 
any  sort  of  motive  that  is 
in  itself  a  bad  one. 
Jeremy  Bentham 


Dirty  ore  wrought  in 
white-heat  enthusiasm  can  be 
transformed  into  shining  steel. 
Enthusiasm  is  the  electric  current 
that  keeps  the  engine  of  life 
going  at  top  speed.  Enthusiasm 
is  the  very  propeller  of  progress. 
All  great  achievements  liave 
sprung  from  the  fount  of 
enthusiasm.  Search  and  you  will 
find  that  at  the  base  and  birth  of 
every  great  business  organization 
was  an  enthusiast,  a  man  consumed 
with  earnestness  of  purpose, 
with  confidence  in  his  powers, 
with  faith  in  the  worthwhileness 
of  his  endeavors. 
B.C.  Forbes 


He  who  keeps  his  faith  only, 
cannot  be  discrowned. 
James  Russell  Lowell 


Virtue  is  everywhere  that 
which  is  thought  praiseworthy: 
and  nothing  else  but  that  which 
has  the  allowance  of  public 
esteem  is  called  virtue. 
John  Locke 


Applause  is  the  only 
appreciated  interruption. 
Arnold  Glasow 


Few  things  are  harder  to 
put  up  with  than  the 
annoyance  of  a  good  example. 
Mark  Twain 


Every  step  forward  is  made 
at  the  cost  of  mental 
and  physical  pain  to  someone. 
Friedrich  Nietzsche 


The  society  which  scorns  excellence 
in  plumbing  because  plumbing  is 
a  humble  activity  and  tolerates 
shoddiness  in  philosophy  because 
it  is  an  exalted  activity  will 
have  neither  good  plumbing  nor 
good  philosophy.  Neither  its  pipes 
nor  its  theories  will  hold  water. 
John  W.  Gardner 


We  don't  need  men  with  new  ideas 
as  much  as  we  need  men  who  will 
put  energy  behind  the  old  ideas. 
William  Feather 


If  in  the  last  few  years 
you  hadn't  discarded  a  major 
opinion  or  acquired  a  new  one, 
check  your  pulse.  You  may  be  dead. 
Gelett  Burgess 


Let  us  recognize  the  beauty  and 
power  of  true  enthusiasm; 
and  whatever  we  may  do 
to  enlighten  ourselves  or  others, 
guard  against  checking  or  chilling 
a  single  earnest  sentiment. 
Henry  Tuckerman 


When  one  begins  to  turn  in  bed 
it  is  time  to  turn  out. 
Duke  of  Wellington 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text 


Sent  in  by  Mike  Knight,  Dallas,  Tex. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used. 


And  whosoever  shall  compel  thee  to 
go  a  mile,  go  with  him  twain. 
Matthew  5:41 
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Nature's  purest 
water  isn't  pure 
enough  for  Schlitz. 


Whatis^ure"? 

No  matter  what  you  hear 
about  "naturally  pure" 
waters,  the  fact  is  that 
virtually  all  brewers  must 
filter  and  further  purify 
their  brewing  water. 

And  no  one  pays  more 
attention  to  water  than 
we  do  at  Schlitz. 

Making  the  best 
better. 

At  each  of  our  breweries, 
we  take  the  very  best 
available  water  and  put  it 
through  what  we  believe 
is  the  most  sophisticated 
water  purifying  process  of 
any  brewer  in  the  world. 


Taster 

the  final  test. 

Our  water  is  tested  daily 
at  each  brewery,  and 
samples  are  sent  to 
Milwaukee  for  still  more 
taste  checks  by  our 
professional  taste-test 
panel. 

When  we  get  through 
with  it,  our  water  is  purer 
than  the  purest  spring 
water. 

At  Schlitz,  we  never 
stop  trying  to  improve 
our  brewing  skills. 
Because  we  know  you 
never  lose  your  taste  for 
quality. 


JOS.  SCHLITZ  BREWING  CO. 


1977  Jos  Schlitz  Brewing  Company 


Brewers  of  Schlitz.  Schlitz  Light  Beer.  Old  Milwaukee,  Prime  and  Schlitz  Mait  Liquor. 

A  world  of  care  in  brewing* 


Kodak  offers 
6  ways  to  meet  your 
copier-duplicator  needs. 

For  high,  and  very  high,  volume  operations 

Kodak  copier-duplicators  can  meet  your  needs  for  outstanding  quality,  .very , 
high  productivity,  even  completely  finished  sets  (CFS)  at  full  machine  speed. 
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odak  Ektaprint  copier-duplicators 
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Operating  speed  4.200  copies  per  hour 

X 

X 
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X 

X 

Kodak  quality  engineering  and  service 

X 

X 

X 

X 

X 

X 

Control  ponel  directs  microcomputer  system  Accepts  all  oper- 
ator instructions,  displays  jop  progress  and  all  assistance  codes 

X 

X 

X 

X 

X 

X 

Dual  paper  supply 

X 

X 

X 

X 

X 

X 

Choice  of  paper  exits 

X 

X 

X 

X 

X 

X 

Flat  platen  -  facilitates  book  copying 

X 

X 

X 

X 

X 

X 

Easy  access  to  the  paper  path 

X 

X 

X 

X 

X 

X 

Reduction  capability  true  11.  771.  64t, 

X 

X 

X 

Recirculating  feeder  copies  documents  in 
the  order  presented 

x  • 

x  ■ 

x  • 

X  " 

Automatic  stapling  either  on-the-corner  or  book  style 

X 

X 

Completely  Finished  Sets  (CFS)  copied,  logged,  stapled, 
stacked,  in  order,  ready  lor  use 

X  ' 

x  • 

Act  now  Call  toll  free  800-828-1450 

(in  New  York  State  800-462-4890)  or  mail  coupon: 


Ask  us 


A.  Angert.  Dept.  CD 7546 
Eastman  Kodak  Company, 
Rochester.  N.Y.  14650 

□  I  am  interested  in  seeing  Kodak  Ektaprint  copier- 
duplicators  in  action.  □  Please  send  me  information 
and  prices.  My  monthly  volume  averages  . 

(insert  average) 


Name  

Company  _ 

Address  

City  


_Tttle_ 


. Phone_ 


State_ 


-Zip- 


"These  operations  take  place  at  lull  copying  speed  ot  4  200  copies  per  hour 


(odak  Ektaprint  copier-duplicators  Mj 

More  choices.  For  a  more  cost-effective  decision.   WL  ^Om 


Hbuknow 
what  America  needs 
to  help  ease 
the  energy  crunch. 

#  But  you  need  some 
imaginative  financing 

to  get  at  it 

We'll  find  away. 


We'll  help  you  get  at  it.  Anywhere  in  the 
world. 

Our  Energy  and  Mineral  Resources  Group 
covers  the  gamut.  From  coal,  oil  and  gas  to 
power  plants.  We've  put  billions  upon 
billions  of  BTU's  to  work. 

We  have  people  who  can  troubleshoot. 
In  the  field.  Behind  a  desk.  To  get  you  through 


the  rough  spots.  Above  and  below  ground. 

We'll  offer  the  kind  of  financing  many 
people  won't.  Financing  that  pays  for  itself 
out  of  production. 

We  know  your  problems.  And  how  to  solve 
them.  Consult  the  Energy  Financing  People 
at  Continental  Bank.  We'll  find  a  way. 


m 


CONTINENTAL  BANK 

231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 


Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$400,000,000 

Standard  Oil  Company 

(an  Indiana  corporation) 

7Vs%  Debentures  Due  2007 

Interest  payable  February  1  and  August  1 


Price  995/8%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORA  TION  GOLDMAN,  SACHS  &  CO. 
KUHN  LOEB  &  CO.      MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH      SA  LOMON  BROTHERS 

Incorporated  Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DREXEL  BURN  HAM  LAMBERT  HORNBLOWER,  WEEKS,  NOYES  &  TRASK 

Incorporated  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS      LOEB  RHOADES  &  CO.  INC.      PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WA  RBURG  PA  RIB  A  S  BECKER  WERTHEIM  &  CO.,  INC. 

Incorporated 

WHITE,  WELD  &  CO.  DEA  N  WITTER  &  CO. 

Incorporated  Incorporated 

July  27, 1977. 


How  to  Achieve  Total  Financial  Freedom 


'Millionaires  Are  Not  100  Times  Smarter  Than 
ifou,  They  Just  Know  The  Wealth  Formula." 


We've  never  met  and  probably  never 
'ill,  but  I  think  we  share  a  common  in- 
vest. That  interest  is  in  achieving 
omplete  and  total  financial  freedom. 

Because  of  this  common  interest,  I 
link  we  can  be  of  great  help  to  each 
ther.  You  see,  a  little  over  twelve 
lonths  ago  my  net  worth  reached  the 
lagic  million  dollar  mark,  and  it  only 
sok  me  48  months  to  achieve  that. 

That  might  not  impress  you,  but  if 
ou  had  seen  me  just  a  few  years  ago, 
ou  might  wonder  how  I  did  it.  I  lived 
1  Denver  then,  in  a  cramped,  tumbled 
own  house  at  2545  South  High  Street, 
ly  wife  was  expecting  our  second  child 
nd  we  were  so  broke  we  had  to  borrow 
150.00  from  a  relative  just  to  buy 
3od  and  pay  the  rent. 

By  the  way,  I  know  I  didn't  make  a 
lilhon  dollars  because  of  my  superior 
itellect  —  I  barely  got  through  Ames 
ligh  School  (Ames,  Iowa)  with  a  C 
verage  and  I  think  that  if  you'll  stop 
nd  think,  you'll  realize  and  agree,  there 
;  not  a  single  millionaire  that  is  10,  20, 
r  50  times  smarter  than  you,  or  that 
rorks  10,  20,  or  50  times  harder  or 
>nger  than  you. 

Now,  how  can  we  help  each  other?  I 
m  willing  to  share  everything  I  have 
;arned  and  know  that  would  help  and 
uide  you  to  achieve  your  own  financial 
reedom  and  independence.  But  the 
nly  way  I  would  ever  give  you  my 
jcrets,  methods  and  formulas  is  if  I 
enefit  also.  Because  as  you  will  find 
rhen  you  reach  your  ultimate  financial 
oals,  you  really  don't  want  to  stop 
tiere  but  you  are  motivated  to  go  and 
lake  more.  It  seems  that  most  people 
rho  are  charging  for  financial  advice 
ave  studied  how  to  "do  it"  but  have 
ever  actually  "done  it"  themselves. 
rou  will  find  as  you  read  my  formulas, 
liat  since  I  have  actually  achieved  total 
inancial  freedom  myself,  that  you  will 
eceive  from  me  more  than  just  the 
lotivation  to  achieve  your  own  finan- 
ial  independence,  but  a  workable  step 
y  step  plan  to  actually  do  it. 

You  may  have  seen  part  of  my  form- 
las  described  in  various  publications, 
uch  as  the  November  edition  of  Na- 
ions  Business,  page  69.  This  work  is 
ntitled  How  To  Wake  Up  The  Financial 
ienius  Inside  You.  The  various  formu- 
is  contained  in  the  volume  will  show 
ou  exactly  how  you  can  do  each  of  the 
olio  wing: 

•  buy  income  properties  for  as 
little  as  $100  down. 

•  begin  without  any  cash. 

•  put  $10,000  cash  and  more  in 
your  pocket  each  time  you  buy 
(without  selling  property) 

•  compound  your  assets  at  100% 
yearly. 

•  legally  avoid  paying  federal  or 
state  income  taxes. 

•  buy  bargains  at  one  half  the 
market  value. 

If  you  apply  these  formulas  and 
lethods  you  will  find  in  a  very  short 
ime,  you  will  be  able  to  spend  three 
feeks  out  of  every  month  doing  any- 
hing  you  care  to  do,  and  I  think,  at 


that  time,  you  will  find  as  I  have,  that 
spending  several  weeks  on  the  beaches 
of  Hawaii,  or  on  the  ski  slopes  of 
Colorado,  or  just  sightseeing  in  Europe, 
or  any  other  place  in  the  world,  you  be- 
gin to  understand  what  real  freedom  is 
all  about. 

Most  people  think  that  it  would  be 
impossible  to  do  some  of  the  things 
listed  above.  For  example,  to  buy  a 
property,  and  at  the  same  time  put 
$10,000  (or  more)  cash  in  your  pocket 
without  selling  the  property,  or  to 
buy  a  property  with  little  or  no  cash 
down. 

Believe  me,  it  is  possible  and  fairly 
simple.  This  is  exactly  how  most 
wealthy  people  actually  do  make  10, 
20,  or  50  times  more  money  than  you 
do. 

These  formulas  of  mine  do  not  have 
to  be  used  with  income  properties  only. 
They  actually  can  be  applied  to  virtually 
any  asset. 

While  I  was  struggling  on  making  my 
first  million,  I  often  thought  how  nice  it 
would  be  to  have  the  personal  advice 
and  counsel  from  someone  who  made 
a  fortune  starting  with  nothing. 

What  would.  I  have  been  willing  to 
pay  for  this  service?  I  can  tell  you  one 
thing  for  sure,  it  would  have  been  a  lot 
more  than  the  $12.00  that  I'm  going  to 
ask  you  to  invest  in  your  financial 
future. 

What  will  this  $12.00  actually  do  for 
you?  It  will  give  you  a  complete  step 
by  step  plan  that  you  can  follow  to 
become  totally  and  completely 
financially  independent. 

Please  try  to  understand  my  dilema. 
I'm  not  a  New  York  advertising  agency, 
with  all  their  professional  skill  and 
manpower  to  write  a  powerful  and 
persuasive  ad  to  convince  you  that  I  can 
make  you  financially  independent.  I  am 
just  somebody  who  has  actually  'done 
it',  and  can  really  show  you  how  to  'do 
it'. 

What  would  you  do,  if  you  were  in 
my  shoes.  You  have  in  excess  of 
$1,000,000  net  worth,  you  have  a  desire 
to  share  your  formula  with  others, 
because  you  not  only  have  a  simple, 
honest  and  workable  method  whereby 
others  too  can  enjoy  the  riches  of  this 
land,  but  you  also  want  to  benefit  and 
make  money  from  sharing  this  informa- 
tion, so  you  can  continue  to  grow 
financially. 

I  think  you  might  do  what  I'm  doing 
—  that  is  to  write  a  simple  open  letter  to 
the  type  of  people  who  share  similiar 
goals  as  mine  asking  them  to  try  the 
formulas  for  themselves,  to  see  if  they 
work  as  well  as  the  claims  described. 
Because,  I  know,  as  you  would  know  if 
you  were  in  my  shoes,  that  if  I  can  just 
convince  you  to  test  my  formulas  and 
methods,  you  will  see  for  yourself  that 
they  will  work  as  easily  for  you  as  they 
did  for  me. 

It's  really  quite  frustrating  to  have 
something  so  valuable  as  I  know  I  have, 
but  lack  the  skill  to  convince  people  to 
try  it  for  themselves.  I  hope  by  my 
simple,  direct  approach,  I  can  convince 


Mark  O.  Haroldsen 
Millionaire  in  48  Months 

you  to  try  my  formulas. 

It  seems  the  majority  of  the  people 
in  our  rich  country  lose,  not  because 
they  lack  intelligence,  or  even  will- 
power, but  because  of  procrastination, 
or  lack  of  action  —  please  don't  be  like 
the  masses.  Make  a  decision  while  you 
have  this  paper  in  your  hands.  Make  a 
decision  now  to  either  act  now  and  send 
for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to 
subscribe,  do  it  now,  not  later.  Other- 
wise, you  may  lose,  just  by  default. 

To  order,  simply  take  any  size  paper, 
write  the  words  "Financial  Freedom 
Package",  and  send  it  along  with  a 
check  for  $12.00  to  Mark  O.  Haroldsen, 
Inc.,  Dept.E-805, Tudor  Mansion  Bldg., 
4751  South  Holladay  Blvd.,  Salt  Lake 
City,  Utah  84117. 

If  you  send  for  my  materials  now, 
I  will  also  send  you  documents  that  will 
show  you  precisely  how  you  can  easily 
borrow  from  $20,000  to  $200,000  at 
2%  above  the  prime  rate  using  just  your 
signature  as  collateral. 

Mark  O.  Haroldsen 


P.S.  If  you  are  still  somewhat  skep- 
tical, and  believe  me,  when  I  started  out 
I  certainly  was,  because  of  the  many 
people  in  the  world  trying  to  deceive 
others.  I  would  encourage  you  to 
postdate  your  check  by  30  days,  and  1 
promise  and  guarantee  that  it  will  not 
be  deposited  for  at  least  those  30  days, 
and  if  for  any  reason  you  do  not  think 
that  what  I  have  sent  you  lives  up,  in 
every  aspect  to  what  I  told  you  in  this 
letter,  send  the  material  back,  and  I  will 
quickly,  without  question,  refund  your 
money  and  send  back  your  own  un- 
cashed  check  or  money  order.  Also,  if 
you  would  like  to  check  a  few  of  my 
references,  I  have  listed  some  below. 

Tracy  Collins  Bank  &  Trust,  107 
South  Main,  Salt  Lake  City,  Utah 
Attn.:  Beverly  Smith,  Manager. 

Charles  Huber,  CP. A.,  1850  Benefi- 
cial Life  Towers,  Salt  Lake  City,  Utah. 
801-531-8286. 
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A  New  Milestone 

This  edition  of  Forbes  is  the  first  to 
be  produced  by  what  James  Cianelli, 
our  photocomposition  manager, 
proudly  calls  "the  finest  typesetting 
system  in  the  world."  Using  comput- 
ers and  keyboards  with  video-type 
screens,  Forbes  photocomposition 
personnel  can  now  compose  the  mag- 
azine from  the  initial  keystroke  to  the 
completed  page. 

Instead  of  manually  justified  lines 
transmitted  at  nine  lines  a  minute  to  a 
printing  plant  for  composition,  the  new 
system,  designed  for  Forbes  by  Atex, 
Inc. ,  is  used  to  create  full-page  makeup 
in  house  by  Cianelli  and  his  assistants, 
Vincent  Loccisano  and  Kenneth  Pat- 
ton.  With  the  complexity  of  much  of 
the  copy  that  appears  in  Forbes — the 
magazine  publishes  about  150  pages  of 
tabular  material  every  year — this  con- 
trol is  an  important  advance  in  editorial 
effectiveness. 

The  switchover  to  the  new  system 
culminated  three  months  of  work  un- 
der Cianelli's  supervision,  during 
which  a  new  and  computerized  pho- 
tocomposition room  was  constructed 


Inauguration  Day:  Forbes  photo- 
comp  manager  Cianelli  (right)  and 
assistant  Loccisano  check  system. 


in  the  Forbes  building  in  New  York. 

It's  another  step  in  the  evolution 
in  printing  technology  toward  com- 
plete control  at  the  point  of  produc- 
tion— and  also  in  our  constant  effort 
to  shorten  the  time  between  the  re- 
porting and  writing  of  a  Forbes  sto- 
ry and  its  delivery  to  the  reader. 


Maximum  Into  Minimum 


John  A.  (Jack)  Conway  has  joined 
Forbes  as  a  senior  editor  after  a  doz- 
en years  editing  Newsweek's  widely 
read  Periscope  Department.  Except 
for  a  three-year  detour  into  public 
relations,  this  highly  respected  jour- 
nalist has  spent  his  entire  30-year 
professional  career  in  the  news  busi- 
ness. Conway  served  six  years  in  the 
U.S.  Army  during  World  War  II  and 
then  went  to  work  as  managing  edi- 
tor of  an  advertising  news  weekly  in 
New  York.  He  was  an  editor  of  Look 
magazine  before  joining  Newsweek  as 
special  projects  editor  and  business 
writer,  winning  in  1960  the  coveted 
Loeb  Award  for  distinguished  maga- 
zine reporting  of  business  and  finan- 
cial news. 

After  a  dozen  years  of  compacting 
maximum  meaning  into  minimum 
space  for  Periscope,  Conway,  a  quiet 
man  with  a  wry  sense  of  humor,  calls 
himself  "the  world's  leading  expert 
on  writing  on  the  head  of  a  pin.  "  At 
Forbes  he  will  edit  our  new  Trends 
department  (see  p.  10),  a  regular 
compendium  of  brief,  exclusive  news 
items.  "Like  the  rest  of  Forbes," 
Conway  says,  "Trends  will  give  the 


reader  news  and  forecasts  he  can  find 
nowhere  else." 

Why  did  Jack  Conway  decide  to 
join  Forbes?  "A  wise  man  once  told 


John  A.  Conway 


me  to  try  to  keep  my  life  on  an  up- 
ward curve,"  Conway  says.  "That's 
where  Forbes  is — and  that's  where  I 
want  to  be."  ■ 
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s  your  company's  money  being  held 
prisoner  by  a  rent  a  car  company? 


Locking  up  money  is  not  what 
a  smart  economist  means  by  "fiscal 
restraint."  So  we  at  Avis  invented  a  key 
to  unlock  it.  The  Wizard  of  Avis. 
Here's  how  it  works. 
Lots  of  other  car  rental 
companies  wait  until  the  end  of  the 
year  to  give  your  company  its 
volume  discount. 

Your  money,  in  other  words, 
is  rebated  at  the  end  of  the 
contract.  This  rebate  can 


nount  to  as  much  as  $50,000  or  more  depending  on  your  volume. 

We  at  Avis  believe  that  your  money  should  be  gathering 
iterest.  Not  dust. 

So  our  Wizard  of  Avis  computer  factors  your  volume  discount 
ito  the  rental  rate  at  the  time  of  every  transaction. 

The  result  is  obviously  better  cash  flow  for  you. 

This  same  concern  for  efficiency  that  drove  us  to  develop  our 
iscount  program,  pushed  us  ahead  in  other  areas  too. 

Extra-fast  service  for  business  travelers  with  Wizard 
umbers,  and  a  choice  of  three  flexible  billing  plans  to  simplify 
:counting  and  clerical  work,  are  just  two  ways  in  which  Avis 
m  help  your  business  save  time  and  money. 

So  if  you're  tired  of  having  your  money  locked  up,  why  not 
all  Avis?  Putting  money  behind  bars  in  today's  economy  is  a  crime, 
or  details  about  our  programs  call  our  Director  of  Commercial  Sales  at 
00-645-6070  or  write  hi  mat  Avis  Rent  A  Car  System, 
ic.  at  900  Old  Country  Road,GardenCity,N.Y. 11530. 

.vis  Rent  A  Car  System,  Inc.  •  ■  r       .  1  "1 

We  try  harder. 

New  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler. 


AVIS 


w$1500  for  everything... 
and  that's  my  final  offer!" 

How  absurd  it  sounds — a  consumer  of  medical  care  who's 
actually  concerned  about  the  price! 

But  while  he  may  be  greeted  with  amazement  by  the 
hospital  staff,  it  isn't  really  he  who's  amazing— it's  the  rest  of 


us,  whoVe  been  buying  health  care  as  if  money  grew  on  trees. 

The  result  has  been  a  staggering  inflation  of  the  cost 
of  health  care  and  health  insurance! 

(In  1950,  for  example,  our  intrepid  bargainer's  hospital 
bill  would  have  run  about  $15  a  day.  Today,  it'll  be  close  to 
$175  a  day!) 

Mm  is  working  to  slow  that  inflation. 

We're  going  back,  claim  in  hand,  to  doctors  whose 
charges  seem  out  of  line.  Mna  did  that  half  a  million  times 
last  year — and  reduced  those  claims  by  an  average  of  $50 
each.2 

We're  advocating  more"same-day  surgery-'  we're  push- 
ing "co-payment,"  where  the  actual  users  of  health  care  pay 
for  a  piece  of  it.4 

These  positions  do  not  always  make  /Etna  popular,  but 
they  do  help  make  health  insurance  affordable.  Insurance 
costs  can  be  controlled.  Don't  underestimate  your  own  influ- 
ence. Use  it,  as  we  are  trying  to  use  ours. 

.Etna,  _ 
rants  insurance  to  be  affordable. 

1  "Staggering"  is  probably  too  what  the  prevailing  charges  are  3 Many  minor  operations  — as  —again,  to  prevent  misuse  of 
eak  a  word.  The  share  of  the    for  every  type  of  medical  service    many  as  20%  of  all  hospital    hospital  facilities. 

■oss  national  product  which  in  every  area  of  the  country,  and  operations  -can  properly  be  per-  •*  "Co-payment"  reduces  pre- 
>es  for  health  services  has  vir-  examining  each  claim  against  formed  without  the  patient  stay-  miums;  it  also  gives  the  con- 
ally  doubled  in  the  past  15  that  standard.  Costs  vary  wildly  ing  at  the  hospital  overnight.  At  sumer  a  reason  to  care  about 
;ars.  The  Government's  share  from  city  to  city.  In  Philadelphia,  the  now-prevailing  rate  of  $175  a  health  costs,  and  to  demand  rea- 

the  national  health  bill  is  now  $413  is  the  average  surgeon's  day,  this  could  mean  enormous  sonable   ones.   Today,  frankly, 

70  billion  — a  sum  second  only  charge  for  the  removal  of  a  gall  savings.   /Etna   also    advocates  too  many  consumers  of  health 

national  defense.  bladder;  in  Manhattan,  the  same  peer-group  review  by  doctors  of  care  have  too  little  stake  in  con- 

2  This  requires  /Etna  knowing  operation  averages  $813!  cases  of  improper  hospitalization  trolling  costs. 
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Trends 


Edited  by  JOHN  A.  CONWAY 


Texas  Goes  To  Sea 

The  good  old  boys  in  Texas  are  unwa- 
vering in  their  conviction  that  the  $700- 
million  Seadock  offshore  oil  port  will  be 
completed.  Even  before  Texas  legisla- 
tors voted  Governor  Dolph  Briscoe 
power  to  build  the  port  after  some  of 
the  major  private  backers  bowed  out, 
the  veterans  were  lining  up  for  Seadock. 
A  week  before  the  vote  one  Houston 
entrepreneur  called  in  a  consultant  to 
help  him  frame  a  bid  for  the  painting 
and  sandblasting  contracts  at  Seadoek's 
still  nonexistent  tank  farm.  Briscoe  now 
can  use  high-rated  Texas  general  rev- 
enue bonds  to  build  Seadock,  essential- 
ly an  offshore  pipeline  terminal  in  the 
Gulf  of  Mexico  designed  to  handle  tank- 
ers too  big  for  conventional  ports.  He 
will  do  so  if  private  money  is  not  forth- 
coming, which  it  is  not  likely  to  be, 
following  the  withdrawal  of  giants  like 
Exxon,  Gulf  and  Mobil.  (The  companies 
understandably  had  objected  to  federal 
rules,  including  one  restricting  each 
Seadock  participant  to  a  single  vote,  re- 
gardless of  the  size  of  its  investment.) 
Another  spur  to  action  in  Texas  is  that 
Louisiana,  its  neighbor  and  archrival,  is 
slated  to  get  its  own  offshore  port  in  the 
Gulf,  to  be  built  by  a  consortium  of  oil 
companies. 

London  And  The  SST 

Topic  A  in  U.S.  aviation  circles  is  the 
growing  impression  that  the  British, 
while  still  giving  stiff-upper-lip  service 
to  the  supersonic  Concorde,  would 
dearly  love  to  scrub  the  controversial — 
and  money-losing — airplane.  The  specu- 
lation has  been  fanned  by  the  fact  that 
during  the  long-drawn-out  battle  to  get 


The  Concorde:  Who  are  its  friends? 
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permission  to  land  the  French-British 
SST  at  New  York's  Kennedy  Airport, 
the  loudest  protests  have  been  coming 
almost  exclusively  from  Paris.  French 
President  Vafery  Giscard  d  Estaing  has 
fired  off  personal  protests  to  the  White 
House  about  the  legal  blockade  of  the 
Concorde  by  the  Port  Authority  of  New 
York  and  New  Jersey.  He  has  also 
threatened  reprisals  against  the  U.S.  if 
the  SST  is  barred,  although  he  has 
avoided  describing  what  he  has  in  mind. 
But  Giscard  got  little  help  when  the 
new  British  Ambassador  to  the  U.S., 
Peter  Jay,  Prime  Minister  James  Cal- 
laghan's  son-in-law,  traveled  to  Wash- 
ington (where  the  Concorde  does  fly)  in 
a  Boeing  747.  The  rather  lame  excuses 
offered  were  that  Jay  wanted  to  save  the 
$145  extra  the  SST  ride  would  have  cost 
and  that,  further,  that  day  s  Concorde 
was  full.  Meanwhile,  the  red  ink 
mounts.  British  Airways  reported  a  $60- 
million  profit  for  its  last  fiscal  year — but 
noted  a  loss  of  $14.6  million  on  its  Con- 
corde flights. 

What  Price  Management? 

Bank  hath  privilege,  but  that's  about 
all,  it  seems,  in  British  industry.  A 
Yorkshire  electrical  equipment  plant 
called  in  management  consultants  to 
find  out  why  its  key  executives  seemed 
ready  for  open  revolt.  One  factor  the 
sleuths  uncovered:  A  significant  number 
of  the  management  team  made  less 
money  than  the  workers  on  the  produc- 
tion line.  A  "progress  manager"  (basical- 
ly a  foreman),  for  example,  took  home 
$178.50  a  week,  a  57%  jump  over  five 
years  ago.  One  of  the  700  electricians  he 
supervised,  however,  made  $187  in 
take-home  pay  each  week,  up  162%  in 
five  years.  And  the  worker  pocketed  an 
average  $47.60  extra  for  eight  overtime 
hours,  while  his  boss  got  nothing  for  his 
11  weekly  extra  hours. 

Charlie  Bluhdorn's  Reading 

"Pulitzer  prize"  must  be  a  dirty  word 
to  Charles  Bluhdorn,  founder  and  chief 
executive  of  Gulf  &  Western  Industries. 
G&W's  stock,  under  pressure  because 
of  two  depressed  quarters  and  a  major 
investigation  by  the  Securities  &  Ex- 
change Commission,  has  lost  more  than 
$430  million  in  market  value  in  the  last 
18  months.  Last  April  prizewinning  re- 
porter Stanley  Penn  of  The  Wall  Street 
Journal  helped  the  slide  with  a  story 
detailing  G&W's  problems  with  the 
SEC  and  other  law  enforcers.  Last 
month  Pulitzer  winner  Seymour  Hersh 
delivered  a  three-day  barrage  catalogu- 
ing the  alleged  sins  the  SEC  was  look- 


ing into.  The  storm  clouds  were  not 
entirely  without  silver.  Much  of  what 
Hersh  reported  sounded  more  like 
hard-nosed  business  tactics  than  wrong- 
doing. Two  funds  with  major  positions 
in  Gulf  &  Western  hung  on  to  their 
million-share  holdings  (although  one 
570,600-share  block  was  sold,  by  an 
Ohio  state  teachers'  retirement  fund). 
The  big  concern  for  G&W  holders  now 
is  whether  Penn  and  Hersh  had  every- 
thing in  their  notes  that  the  SEC  has  in 
its  dossier.  Lawyer  Joel  Dolkart,  ex- 
counsel  to  G&W  and  to  Bluhdorn  him- 
self, has  kept  out  of  jail  since  his  1976 
conviction  for  embezzlement  by  talking 
freely  to  the  SEC — and  Dolkart  is  still 
talking.  Will  the  other  shoe  drop?  Or  is 
there  another  shoe? 


Friedman's  Future 


Friedman:  A  busy  retirement  begins. 


Milton  Friedman,  the  Nobel  prize- 
winning  economist  and  the  world's  lead- 
ing monetary  theorist,  is  shifting  his 
base  to  California.  Friedman  turned  65 
last  month,  ending  his  long  tenure  at 
the  University  of  Chicago.  He  will  be- 
come a  research  fellow  at  Stanford  Uni- 
versity s  Hoover  Institution  on  War, 
Revolution  and  Peace,  in  Palo  Alto.  But 
the  only  change  in  his  lifestyle,  he  says, 
will  be  that  he  will  not  be  teaching.  His 
writing  and  other  activities  will  continue 
unabated. 

More  Wheels  For  Japan? 

The  Japanese  show  signs  of  responding 
to  outraged  protests  that  they  are  using 
unfair  tactics  to  preserve  and  build  their 
already  top-heavy  trade  balances.  A  year 
ago,  for  instance,  the  Japanese  were 
buying  2.6  million  cars  annually;  only 
1.7%  of  them — 44,460 — were  imports. 
During  that  same  period,  Japan  exported 
2  million  cars.  In  the  biggest  auto  market 
of  all,  the  U.S.,  they  now  account  for  15% 
of  total  sales.  Tokyo's  "weighted  tax"  on 
larger  cars,  tough  pollution  and  safety 
laws  and  expensive  certification  proce- 
dure for  foreign  cars  are  the  main  road- 
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How  International  Harvester 
ollects  past  due  accounts  by  the"truckloadl 


Tie  Truck  Group  of  International 
■vester  is  collecting  its  accounts  due 
ch  faster  these  days, 
tecause  of  the  special  nature  of  these 
>— for  repairs,  parts  and  mainte- 


nance of  trucks— customers  go  over  them 
with  a  fine -tooth  comb.  At  one  time, 
if  they  had  doubts  about  an  item,  they'd 
often  hold  up  payment  of  the  entire 
bill.  This  caused  collection  problems. 


To  help  International  Harvester  cor- 
rect this  situation,  Bell  Account  Repre- 
sentative David  Snow  researched  the 
company's  collection  methods.  Working 
with  Ben  Mercer,  Manager,  Branch 
Operations,  and  his  Branch  Operations 
Managers,  he  helped  tailor  a  Collection 
Calling  Program  for  the  Chicago  and 
Boston  areas.  To  carry  it  out,  he  set  up 
seminars  and  trained  accounts  receiv- 
able people  in  effective  telephone  calling. 

Now  a  person  will  call— when  the 
account  falls  past  due— to  investigate 
why  it  has  not  been  paid.  In  this  way, 
items  that  a  customer  may  question- 
like  labor  time  charges  or  warranty  cov- 
erage—can be  quickly  cleared  up. 

The  results  of  this  change  are 
remarkable. 

In  the  Chicago  area,  one  month  after 
the  program  went  into  effect,  past  due 
accounts  decreased  by  a  substantial  18%. 

And  in  the  Boston  area,  after  less 
than  a  year,  there  are  now  over  400 
fewer  overdue  accounts. 

All  this  was  done  without  additional 
investment  and  without  organizational 
changes.  Because  of  these  successes, 
other  Branch  Operation  Areas  will  be 
trained  in  collection  calling. 

If  what  happened  at  International 
Harvester  makes  you  think  of  your  own 
company's  collection  problems,  perhaps 
Bell's  Long  Distance  experts  can  do 
something  for  you. 

Just  call  our  toll-free  number  now— 
while  you're  still  thinking  about  it.  Or 
send  in  the  coupon.  There's  no  obligation. 

The  system  is  the  solution. 

800-821-2121 

Toll-free  except  in  Alaska  or  Hawaii.  (800- 
892-2121  in  Missouri.)  Or  mail  this  coupon. 
Bell  System  Sales  Center 
811  Main  Street 
Kansas  City,  Missouri  64141 

Yes,  I'm  interested  in  more  information 
about  Collecting  Overdue  Accounts. 

Name  

Title  

Com  pa  ny  

Street  

City  


State  

Area  Code. 


_Zip  Code_ 


-Business  Phone  No.. 


023-005 


Adverti  semen 


IBM  Reports 

Information:  key  to 

better  service  for  you 
as  a  consumer. 

Shoppers  in  a  supermarket  near  Baltimore  now  spend  nearly  30  percent 
less  time  in  the  checkout  line.  Guests  of  an  Atlanta  hotel  can  register  in  just  seconds 
after  their  arrival.  And  at  a  Nebraska  savings  and  loan  association,  customers  can 
make  deposits  and  withdrawals  40  percent  faster  than  before. 

The  reason  that  customers  of  the  supermarket,  the  hotel  and  the  savings  and 
loan  association  enjoy  better,  faster  service  is  the  same:  computer-based  sys- 
tems provide  these  businesses  with  the  information  they  need  when  they  need  it- 
current  information  about  food  prices,  about  available  rooms,  about  account 
balances. 

Minimizing  delays  is  only  one  of  the  ways  in  which  modern  information 
technology— from  computers  to  office  systems— can  be  used  to  benefit  the 
consumer. 

For  example,  with  timely,  accurate  information  businesses  can  reduce  the 
number  of  out-of-stock  items,  promptly  answer  customer  inquiries,  provide  more 
personalized  service  and  plan  better  to  meet  future  consumer  needs.  Information 
technology  is  IBM's  business— providing  the  tools  for  recording,  processing,  com- 
municating, storing  and  retrieving  information. 

Clearly,  such  information  tools  are  increasingly  important  in  serving  the 
consumer  today.  They  will  become  even  more  essential  in  the  future  as  the 
economy  continues  to  grow  in  size  and  complexity.  For  instance,  today  the  average 
supermarket  stocks  50  percent  more  products  on  its  shelves  than  it  did  20  years 
ago.  And,  counting  various  sizes  and  coiors,  a  large  department  store  now  offers  a 
choice  of  more  than  a  quarter  of  a  million  items. 

When  consumer  choices  expand  in  this  way,  so  do  the  problems  of 
business  management.  Fortunately,  advances  over  the  years  have  made  it  more  and 
more  economical  for  businesses  to  improve  customer  service  through  the  use  of 
information  technology.  For  example,  the  cost  of  computer  processing  has  come 
down  at  the  rate  of  about  18  percent  compounded  annually  during  the  past  20 
years. 

We  at  IBM  are  committed  to  developing  a  wide  range  of  innovative  new 
products  using  information  technology— products  that  help  put  information  to  work 
for  people. 


Trends 


blocks  to  selling  in  Japan.  (A  manufactur- 
er can  spend  $25,000  and  endure  as  much 
as  two  years  of  tests  before  getting  the 
green  light.)  Lately,  however,  the  pro- 
cess has  been  speeding  up.  Why?  Ta- 
dayoshi  Nakazawa,  director  of  the  auto- 
motive division  of  Japan's  Ministry  of 
International  Trade  &  Industry,  may 
have  supplied  one  answer  in  this  state- 
ment to  Forbes:  "We  must  keep  the 
foreign  market  favorable.  It  is  now  essen- 
tial that  we  should  open  up  for  more 
foreign  car  penetration.  There  is  demand 
for  400,000  imported  cars  a  year  in  Ja- 
pan." Foreign  automen  now  are  waiting 
for  more  action  to  prove  that  words  like 
Nakazawa's  mean  more  than  Japanese 
jawboning. 

If  You  Can't  Lick  'Em  .  .  . 

Own  a  slide  rule?  If  it's  one  of  the  $40 
Cadillac-class  mahogany  models  that 
made  Keuffel  &  Esser  an  engineering 
byword,  hang  on  to  it;  it  s  becoming  a 
collector's  item.  The  slipstick  was  wiped 
out  by  the  electronic  pocket  and  desk 
calculators.  The  number  one  producer, 
K&E  imported  the  first  slide  rules  into 
the  U.S.  in  1883,  began  making  them  in 
1891  and  dropped  the  line  in  1972.  It 
then  became  a  major  distributor  for 
calculators  manufactured  by  Texas  In- 
struments. The  last  engine-dividing  ma- 
chine, used  by  K&E  to  set  the  markings 
on  the  logarithmic  rules,  is  in  the 
Smithsonian  Institution. 

Power  Struggle 

General  Electric  is  slowly  cutting  into 
the  huge  lead  in  the  airline  jet-engine 
market  long  enjoyed  by  Pratt  &  Whitney. 
GE  is  already  the  major  supplier  of  the 
40, 000- to-50, 000- pound  thrust  fanjets  for 
the  McDonnell  Douglas  DC-10  and  the 
European  A-300B  airbus.  (P&W,  how- 
ever, is  moving  into  this  market  with  its 
own  engine.)  GE  has  also  scored  gains  in 
recent  orders  for  Boeing  747s.  At  mid- 
year, Boeing  had  orders  for  15  jumbos 
with  P&W  engines,  against  12  with  GE 
power.  The  reasons  for  picking  one  or 
the  other  of  these  $1.5-million  engines 
are  complex.  Some  airlines  say  operating 
costs  with  the  GE  plant  are  lower,  al- 
ways a  tricky  concept  to  argue.  Early 
versions  of  the  P&W  engine  also  suffered 
growing  pains  that  disturbed  buyers,  al- 
though these  have  since  been  mostly 
eliminated.  First  place,  however,  still 
belongs  to  P&W  by  a  wide  margin:  Sev- 
enty-five percent  of  the  commercial  jets 
operating  in  the  Western  airline  world 
are  P&W  powered.  And  304  Boeing  747s 
have  been  ordered  with  P&W  engines, 
compared  with  32  for  GE  and  six  for 
Rolls-Rovce.  ■ 


Mention  This  Ball 
And  Golf  Hustlers  Clam  Up! 


Core  out- rebounds 
any  other  by  up 

to  51%. 


High-tension  winding  • drives  20-30  yards  longer. 


Lifetime  Cut-  Proof 
Cover.  No  more 
"smilers" 

WARNING:  Illegal 
lor  USGA  Tournament  PlayY^ 

By  regulation,  no  U.S.G.A. 
approved  ball  can  come  off  the 
clubhead  at  a  velocity  of  more 
than  250  feet  a  second.  But  our 
golf  ball  can,  and  does!  So,  they 
made  it  illegal  in  the  U.S.  Our 
ball  comes  off  the  clubhead 
fasterl  It  travels  farther  with 
more  roll  and  less  bounce! 

On  the  green  it  putts  like  a 
dream  and  is  so  deadly  in  money 
play  that  one  top  tournament  pro 
commented,  "They'd  have  to 
make  every  course  in  America 
2,000  yards  longer  if  this  ball 
was  ever  legalized."  (You  know 
who  he  is,  but  if  we  used  his 
name  in  this  ad  he'd  sue  our 
pants  off.)  How  it  Works 

Our  golf  ball  is  smaller  in  cir- 
cumference, yet  weighs  the  same 
as  the  American  ball.  This  means 
it  has  greater  density,  and 
higher  compression  packed  into 
a  smaller  area.  So,  it  comes  off 
the  clubhead  like  a  cannon  shot, 
with  a  flatter,  lower  trajectory. 
It  handles  better  in  wind,  goes 
straighter  and  30  yards  farther' 
What's  more,  it  cuts  down  on 
hooks  and  slices  because  its 
smaller  size  makes  more  contact 
with  the  clubhead's  "sweet 
spot"!  No  wonder  the  same  pro 
states  point-blank,  "any  time  you 
have  the  choice,  it's  silly  to  play 
the  big  ball." 

Our  ball  drives  at  least  one 
club  longer.  You  will  hit  one 


bonded  both  to 
cover  and  core 


Extreme 

compression  and 
perfect  roundness 
locked  in  for  life! 


•  Putts  like  a  billiard  ball. 
•Straightens  out  hooks  &  slices. 

•  Trims  3  to  5  strokes  off  your 
score!  Guaranteed! 

TO  PROVE  IT,  WE'LL 
SEND  1  BALL  FREE!  (BE  CONVINCED 
OR  DON'T  PAY!) 


GUARANTEED  TWICE 
SEE.COUPON 

IMPORTANT  Differences  in  actual  play  may  be  greater  than  tests 
made  under  controlled  laboratory  conditions 
TESTS  CONFIRM  THIS  BALL  OUTDISTANCES  ALL  OTHERS'  Random  samples  ol  top  selling 
balls  were  purchased  from  shops  with  tast  turnover  to  make  sure  balls  were  new  &  up  to  full- 
compression  A  standard  mechanical  driving  machine  hit  each  ball  with  identical  torce  Distance 
was  measured  to  point  where  each  hit  the  ground  (Post-flight  roll  not  included  ) 


club  less  on  short  irons.  On 
long  par  5's,  reach  the  green  in 
3  (or  even  2  if  you're  already  a 
long  hitter).  You'll  birdie  shorter 
par  4's.  Even  duffers  will  find 
themselves  shanking  fewer  shots, 
because  you  can  actually  hit  this 
ball  off-center  and  it'll  still  go 
straight!  On  the  green,  it  putts 
like  a  billiard  ball,  so  you'll  sink 


more  putts  and  leave  long  putts 
closer  to  the  hole.  Our  golf  ball 
starts  off  faster  and  runs  truer, 
and  you  worry  less  about  the 
way  the  putt  will  break! 

With  all  this  going  for  you,  if 
you  don't  cut  at  least  3  to  5 
strokes  off  your  score,  you  aren't 
really  trying! 


|   Golt  Balls  Oept  S3?  49  Riverside  Ave  .  Westport.  CT  06880 


|  Gentlemen:  Please  send  me  the  following  packages  ot    Or,  Charge 

|  YOUR  Golf  Balls 

|  How  Many'  Dozen(s)  for  $15  PLUS  1  FREE 

|  (Add  $1  50  Delivery) 


□  Carte  Blanche     □  Diner's  Club 


□  Master  Charge    □  BankAmericard 
(Mm  Charge  $10  plus  postage,  handling) 
Card 

No  


I  SMI  not  convinced7  □  Try  3  tor  $5  (add  75c  delivery) 

|  l  understand  I  may  play  these  balls  entirely  at  YOUR 

j  risk  I  must  be  100%  delighted  or  I  may  return  them 

■  within  30  days  for  full  refund  of  the  entire  purchase 

J  price  The  free  ball  is  mine  to  keep 

J  I  'urther  understand  that  every  ball  is  covered  by  a 

I  LIFETIME  GUARANTEE  ot  FREE  replacement  should  it  N,ME 

I  ever  cut,  go  out-ot-round  or  lose  its  built-in  perfect 

I  balance  ,00"fss   

I  □  CHECK  OR  MONEY  ORDER  ENC  for  $   cnv   s»l£_ 

I  (CT  residents  add  sales  tax  )  @  The  John  Sturges  House.  Inc  .  1977 


Signature 

PRINT 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


would  Your  company 
Logo  Make  a  Great 
Looking  Holiday  or 
promotional  Tie? 

...  or  would  it  be  more 
appropriate  reproduced 
as  blazer  buttons,  crests, 
scarves,  umbrellas, 
polo  shirts,  trousers 
or  jackets? 

THINK  CHRISTMAS!  Call 
or  write  today  for  our  new 
brochure  illustrating 
these  possibilities. 


Chipp,  Inc. 

14  East  44th  Si 
New  York,  N.Y.  10017 
(212)  687-0850 
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ARE  SOmE 
WE'UE  RESERUED 
FOR  inDUSTRV! 

They're  well  planned  and 
strategically  located  near  major 
manufacturing  and  distribution 
centers.  Most  have  all  utilities.  They 
offer  room  for  your  plant  to  grow  .  .  . 
and  Frisco's  dependable  freight 
service.  Parks  are  located  in  St. 
Louis,  Kansas  City,  Joplin  and 
Springfield  (Missouri),  Wichita, 
Tulsa,  Oklahoma  City,  Dallas,  Ft. 
Smith,  Birmingham,  Mobile  and 
Memphis. 

FOR  INFORMATION  please  write 
us  on  your  letterhead  in  complete 
confidence  and  without  obligation 
including  as  much  as  possible  your 
specific  needs.  N.A.  KIRCHOFF, 
Vice  President— Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  Bldg.,  St.  Louis,  Mo.  63101 
or  call  (314)  241-7800. 


FRISCO 


St  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 
Alabama.  Arkansas,  Florida, 
Kansas.  Mississippi.  Missouri, 
Oklahoma.  Tennessee, 
and  Texas 


Readers  Say 


The  Differences  Will  Persist 

Sir:  Your  "Sauce  For  The  SEC  Should 
Be  Sauce  For  The  IRS"  (Fact  and  Com- 
ment, July  15)  raises  once  again  a  long- 
standing issue  with  regard  to  the  degree 
to  which  "net  income"  for  financial  state- 
ment purposes  and  "taxable  income"  for 
tax  reporting  purposes  should  be  deter- 
mined on  the  basis  of  a  common  stan- 
dard. There  are,  and  will  likely  continue 
to  be,  substantial  differences  between 
the  two  concepts.  The  definition  of  tax- 
able income  is  fixed  for  the  most  part  by 
congressional  action  in  the  Internal  Rev- 
enue Code,  while  the  Securities  &  Ex- 
change Commission  has  been  granted 
regulatory  powers  to  define  net  income 
for  purposes  of  the  statements  and  re- 
ports filed  by  public  companies. 

— A.  James  Golatu 
Assistant  to  the  Commissioner, 
(Public  Affairs) 
Internal  Revenue  Service 
Washington,  D.C. 

Another  Alternative 

Sir:  You  say  that  the  "only"  alterna- 
tive to  President  Carter's  energy  pro- 
gram is  rationing  (Fact  and  Comment, 
July  15).  Ever  heard  of  the  free  market? 

— Carl  Charbonnet 
Birmingham,  Ala. 

Better  Equity  Than  Debt 

Sir:  Re  "Tender  Offers  That  Nobody 
Opposes"  and  Tandy  et  al  (July  15).  Di- 
rectors have  a  fiduciary  duty  to  bond- 
holders, and  converting  equity,  once 
protection  for  bondholders,  to  senior 
bank  debt  on  such  a  massive  scale  vio- 
lates that  duty  and  greatly  weakens  a 
company.  United  Merchants  now  wishes 
it  had  more  equity  and  less  debt. 

— Ernest  E.  Monrad 
Chairman  of  the  Trustees, 
Northeast  Investors  Trust 
Boston,  Mass. 

That's  Dumping? 

SlR:  In  "Can  Marxism  Stand  Prosper- 
ity?" (July  1)  reference  is  made  to  the 
case  brought  by  Outboard  Marine  Corp. 
against  the  Polish  export  agency,  Peze- 
tel,  and  its  American  subsidiary,  Melex 
USA,  Inc.,  charging  violations  of  the  an- 
titrust laws  and  the  Anti-Dumping  Act  of 
1916  in  connection  with  the  export  of 
Polish  golf  carts  to  the  United  States.  I 
am  counsel  for  the  Polish  entities  in  this 
litigation.  You  say  that  Pezetel  has  been 
charged  in  this  case  "with  selling  Polish 
golf  carts  in  the  United  States  for  less 
than  it  costs  to  manufacture  them.  ..." 
The  plaintiff  does  not  make  this  charge. 
On  the  contrary,  it  is  simply  alleged  that 


the  golf  carts  are  sold  in  the  U.S.  "at 
below  fair  value."  This  engendered  the 
strong  reaction  from  Poland. 

— Henry  W.  Sawyer  III 
Drinker  Biddle  h  Reath 
Philadelphia,  Pa. 

Too  Much  Per  Life? 

SIR:  Re  "Yours  Might  Well  Be  The 
Life  Air  Bags  Save"  (Fact  and  Comment, 
Aug.  1).  Before  you  champion  this  cost- 
ly, unproven  bureaucratic  boondoggle, 
examine  the  cost  of  each  life  saved.  If  we 
assume  zero  fatalities  with  compulsory 
air  bags,  the  cost  per  life  saved  will 
amount  to  well  over,  $500,000.  This 
seems  a  tremendous  price  to  pay  to  pro- 
tect those  who  choose  not  to  use  the 
proven  belt  system. 

— Ronald  J.  Schneck 
Minneapolis,  Minn. 

Higher  Return 

SlR:  In  the  July  1  banking  issue,  under 
the  1973  to  1976  average  rate  on  equity 
column,  there  is  a  number  of  4%%  for  us. 
We  think  the  number  should  be  11%. 

— Richard  P.  Cooley 
President, 
Wells  Fargo  Bank 
San  Francisco,  Calif. 

Sorry!  The  error  occurred  in  tran- 
scription from  the  worksheet  to  the  final 
summary  table.  By  the  method  that  we 
used,  the  answer  should  have  been 
11.7%— Ed. 

It  Does  No  Harm,  But  .  .  . 

SlR:  The  sentiments  expressed  in 
"Apricot  Pits  And  Horse  Sense"  (Fact 
and  Comment,  July  1)  are  in  keeping 
with  my  own.  I  continue  to  be  amazed 
with  the  reaction  of  the  public  and  the 
politicians  to  the  Laetrile  controversy. 
There  is  no  scientific  evidence  that  the 
drug  either  helps  or  harms  people. 

— Joseph  C.  Donnelly  Jr.,  MD 
Philadelphia,  Pa. 

SlR:  The  American  Medical  Associ- 
ation sponsored  a  resolution  to  Congress 
stating  that  it  was  the  feeling  that  since 
Laetrile  was  not  a  harmful  "medication" 
and  had  no  proven  benefits,  it  should  no 
longer  be  considered  a  drug  and  handled 
by  the  FDA  as  a  "substance." 

— Thomas  B.  Dameron  Jr.,  MD 
Raleigh,  N.C. 

Sir:  You  say,  "But  if  those  hurting  feel 
it  helps  and  don't  cease  considering  oth- 
er therapies,  it  should  be  illegal  to  make 
the  stuff  illegal."  As  Shakespeare  said, 
"there's  the  rub."  Conventional  therapy 
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The  most 
expensive 

magazine 
in  the 
world. 

BUT 

OVER  30,000 
BUSINESSMEN 
BUY  IT 
EVERY  MONTH. 

WHY!? 


Because  we  are  credited  with  spotting 
the  BICYCLING  CRAZE,  the  ANTIQUE  CRAZE,  the  T-SHIRT  FAD, 
DWING  INTEREST  IN  GREEN  PLANTS  ...  | fy|  THEIR  INFANCY! 

This  is  only  a  small  portion  of  the  new  business  concepts  we  described 
when  they  first  began: 

■  The  need  for  tennis  clubs  when  the  tennis  craze  began. 

■  We  predicted  the  demand  for  mini-warehouses,  when  there  were  only  a  few 

■  More  recently,  we  reported  on  some  new  trends  that  you  probably  haven't  heard 
aoout  yet— such  as  skateboard  parks  and  computer  stores. 

■  AND  HUNDREDS  MORE  NEW  BUSINESS  IDEAS  ARE  REPORTED  AS  THEY 
OCCUR  EACH  YEAR. 


We  provide  complete  start  up  manuals  with  the  in- 
timate details  for  operation  of  the  most  promising  new 
businesses  (taken  from  case  histories— exact  profits, 
costs,  EVERYTHING  YOU  NEED  TO  KNOW  to  get  into 
them. 


70  to  80  FACT  FILLED 
PAGES  IN  EVERY  ISSUE! 


ORDER  A  SAMPLE  COPY  TODAY 


International  Entrepreneurs'  Association 

631  Wilshire  Blvd.,  Desk  469 
Santa  Monica,  California  90401 

ONE  TIME  SPECIAL  $3.00 


Mail  a  recent  copy  of  International  Entrepreneurs'  magazine 
to  me  today.  I  have  enclosed  $3.00 

Name: 
Address: 

City:  State:  Zip: 


"New  York  and  I 
just  can  t  say  goodnight'/ 

I  come  here  ten, 
twelve  times  a  year  and 
I  still  con  t  get  enough. 
What  a  city!  There's 
always  something  newto 
see.  New  York  and  I  just  can't  say 
goodnight. 

The  Biltmore  helps.  It's  in  the  middle 
of  everything.  So  when  I  finally  have 
to  say  goodnight,  I  don't  have  to  say 
goodbye.The  lobby,  Under  The  Clock, 
even  my  room  feels  like  New  York. 

And  next  morning,  get  this:  four  dif- 
ferent places  to  have  breakfast  right 
here  in  the  hotel! 

Then,  when  it's  time  to  go,  and 
I'm  late  for  my  plane  (again),  I  don't 
have  to  check  out.  I  just  leave  my 
key,  and  they  bill  me  later.  I  like  that. 

Once  I  came  to  New  York  and 
stayed  in  one  of  those  Anywhere 
hotels.  Once.  That 
was  enough. 


The  Siltmore 

43rd  ond  Madison 
(800)  221-2690.  In  New  York  State,  call 
(800)  522-6449.  In  the  city,  661-1717. 

Call  your  corporate  travel  office  or  travel  agent 


Readers  Say 


is  most  times  uncomfortable,  unsightly 
and  downright  unpleasant.  If  Laetrile  is 
not  only  harmless  but  totally  ineffective 
in  the  treatment  of  cancer  and  if  it  does 
not  have  unpleasant  side  effects,  then 
many  patients  will  cease  other  therapies 
if  Laetrile  is  available  to  them.  In  such 
cases,  Laetrile  will  be  killing  rather  than 
helping  the  patients. 

— Bernard  Rosner 
North  Bellmore,  N.Y. 


Trades  On  NYSE 

Sir:  In  an  article  about  Mario  Gabelli 
and  his  new  firm  (July  IS)  the  Outlet  Co. 
was  prominently  mentioned.  The  Outlet 
Co.  is  not  traded  on  the  AM  EX  but  on 
the  New  York  Stock  Exchange. 

— Joseph  S.  Sinclair 
Chairman, 
Outlet  Co. 
Providence,  R.I. 


Sealed  Ship's  Fate 

SiR:  I  share  your  enthusiasm  for  Ludo- 
vic  Kennedy  s  account  of  the  British  pur- 
suit of  the  Bismarck  (Fact  and  Comment, 
July  15).  However,  I  wish  he  had  de- 
scribed how  the  deciphering  of  the  Ger- 
man secret  code  (stemming  from  the 
British  capturing  of  U-boat  110  virtually 
intact)  sealed  the  fate  of  the  ship  from 
the  moment  it  put  to  sea.  Incidentally, 
the  tale  of  cryptanalysis  in  the  Second 
World  War  is  strikingly  similar  to  that  in 
the  First,  when  the  Imperial  Russian 
Navy's  sinking  of  the  German  cruiser 
Magdeburg  led  to  breaking  the  German 
naval  code  of  that  era,  thus  providing  the 
British  with  an  enormous  advantage  in 
dealing  with  its  foe's  fleet,  as  well  as  with 
the  key  to  the  pivotal  Zimmerman  cable. 

— Gavin  Murphy 
Neu:  York,  N  Y. 


Pump  Up  That  Balloon  .  .  . 

Sir:  Re  your  comment  "Do  your  own 
thing,  and  let  your  young  do  theirs" 
(Fact  and  Comment,  June  15).  Good  ad- 
vice— let's  start  pumping  up  your  trans- 
atlantic balloon. 

— John  W.  Hanley 
Chairman  and  President, 
Monsanto  <b  Co. 
St.  Louis,  Mo. 


...  Or  How  About  A  Bomb? 

SiR:  Re  your  comments  promoting 
neutron  bombs  (Fact  and  Comment, 
Aug.  1).  Refinements  could  include  the 
"Democrats'  Bomb"  and  the  "Environ- 
mentalists' Bomb.  "  How  would  a  bomb 
made  especially  for  the  editor  of  Forbes 
grab  you,  the  "Malcolm  Forbes  Bomb"? 

— Louise  McHugh 
Newark,  N.J. 
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Oil  will  flow  to  you  across 

3  mountain  ranges  and  600  streams. 

A  report  from  Ingersoll-RandL 


The  800-mile  Alaska  pipeline  is  one 
of  the  largest  and  most  difficult  con- 
struction projects  in  history.  It  crosses 
extremely  rugged  terrain  where  men 
and  machines  must  frequently  function 
in  sub-zero  temperatures. 

The  ecology  of  the  right-of-way  is 
protected  by  stringent  environmental 
safeguards.  Consequently,  much  of  the 
pipeline  has  to  be  supported  above 
ground.  Ingersoll-Rand  designed  new, 
giant-sized  rock  drills  that  drove  more 
than  80,000  holes  in  the  frozen,  rocky 
earth  to  anchor  support  piles.  And  l-R  air 
compressors  supplied  the  power. 

Two  huge  terminal  stations  and 
a  route  through  the  mountains  were 
also  dug,  drilled  and  blasted.  I-R  also 
provided  virtually  all  of  the  portable  air 
compressors  and  much  of  the  crawler 
drilling  equipment. 

Leadership 

Ingersoll-Rand  machinery  is  at 
work  on  other  productive  projects  in 
more  than  1 00  countries  around  the 
world.  Some  of  the  projects  are  large. 
Some  small.  But  in  every  case,  people 
benefit  through  Ingersoll-Rand's  leader- 
ship in  industrial  machinery. 

As  a  result  of  our  worldwide  involve- 
ment, Ingersoll-Rand  is  one  of  the 
largest  suppliers  of  industrial  machinery 
and  equipment.  Our  1976  sales  ex- 
ceeded $1 .9  billion.  And  our  innovative 
technology,  successfully  demonstrated 
on  the  Alaska  pipeline,  helps  us  main- 
tain a  leadership  position. 

Write  for  our  Annual  Review 
or  product  literature.  Ingersoll-Rand, 
Dept.  848,  Woodcliff  Lake,  N.J.  07675. 


Ingersoll-Rand 


"At  Budd,  we're  so  deep 

in  capabilities  it  even  surprises 
our  best  customers'.' 


GILBERT  F.  RICHARDS,  Chairman  of  the  Board 
and  Chief  Executive  Officer,  The  Budd  Company 

Our  capabilities— in  facilities  and  people- 
keep  Budd  on  the  move.  In  fact,  we're  so 
deep  in  know-how  and  can-do  that  some- 
times it  even  surprises  me.  From  con- 
cept to  production,  our  history  is  filled 
with  "firsts!'  : 

Over  sixty  years  ago,  The  Budd  Com- 
pany pioneered  the  steel  automobile 
body.  Nowadays,  we  re  working  on  ways 
to  help  answer  the  current  energy 
challenge  through  innovative  use  of  light- 
weight materials. 

More  than  fifty  years  ago,  The  Budd 
Company  introduced  steel  disc  wheels 


MJt  MM 


to  the  United  States.  Since  then, 
sophisticated  research  and  testing  has 
made  Budd  wheels  the  industry  standard. 

Forty  years  ago,  our  experiments  and 
developments  led  to  the  production  of  the 
first  stainless  steel  railway  passenger 
cars.  Now,  we're  busy  building  the 
SPV-2000— an  energy-efficient,  self- 
propelled  rail  vehicle. 

And  to  our  shareholders,  we're  a  billion- 
dollar  company  with  record  earnings 
in  1976.  Last  year,  our  sales  rose  34%  to 
over  a  billion  dollars  with  net  earnings  of 
$27.2  million. 

Today,  The  Budd  Company  is  in  a 
strong  position  to  serve  our  customers, 
shareholders  and  the  world  at  large.  Find 
out  more  by  writing  The  Budd  Company,. 
31 55  West  Big  Beaver  Road,  Troy, 
Michigan  48084.  Maybe  we  can  surprise 
you,  too. 


THE  MEN 

BEHIND  THE 
WHEELS 
FROM  BUDD. 


While  you've  been  working  your  way  up 
for  all  these  years,  we've  been  quietly 
waiting  for  you  to  arrive. 


Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  GROWING,  WHOPPING  COST  OF  OIL  IMPORTS 

is  what  the  dollar's  slipping  on. 

INSTEAD  OF  JUST  WHINING  AT  THE  19TH  HOLE 

usiness  leaders  via  the  Roundtable,  the  Chamber  of  Com-  legislation  or  by  directive. 

lerce,  the  National  Federation  of  Independent  Business  and        Businessmen  are  thrilled  to  discover  that  when  they  have 

ven  the  neanderthalic  NAM  are  speaking  up  to  those  on  a  case  and  make  it  fairly,  there  are  some  who  matter  on 

apitol  Hill  who  make  things  happen — or  not  happen — by  Capitol  Hill  who'll  listen  and  respond. 

U.S.  UNEMPLOYMENT  FIGURES  UTTERLY  UNREALISTIC 


Inflated  figures,  not  inflation,  account  for  an  appreciable  but 
;  yet  unmeasured  percentage  of  the  unemployment  numbers 
ow  bandied  about  as  actual. 

It  took  two  University  of  Miami  professors  to  figure  out 
hat's  perfectly  obvious — after  they  pointed  it  out.  Since  1972, 
eople  (2.4  million  last  year)  could  qualify  for  two  kinds  of 
avernment  aid  only  if  they  registered  as  being  available  for 
ork,  thus  being  numbered  among  the  unemployed. 

The  Doctors  (of  Economics)  Clarkson  and  Meiners  have 
stimated  that  last  year  1.2  million  people  signed  up  as  work 
:ekers  so  they  could  be  eligible  for  food  stamps.  They  figure 
2  million  had  to  sign  up  as  "available  for  work"  to  get  in  on 


the  Aid  to  Families  with  Dependent  Children  payments. 
Doubtless  many  are  genuine  job  seekers,  but  for  sure  hun- 
dreds and  thousands  of  those  who  want  or  need  the  handouts 
are  not  unemployed  in  the  sense  that  we  use  the  term. 

Getting  at  the  real  figure  would  be  tough  because  I  guess 
those  who  said  they  were  seeking  jobs  and  really  are  not  would 
be  guilty  of  fraud  or  perjury  or  something  if  they  gave  an 
honest  answer.  It's  another  perfect  example  of  how  good 
intentions  ain't  sufficient  to  make  good  laws.  If  poverty  makes 
people  need  either  food  stamps  or  dependent  children's  aid, 
why  force  maybe  a  million  to  lie  about  seeking  work  and  thus 
make  a  lie  of  the  unemployment  figure  we  use? 


NSURANCE  COMPANIES  SHOULDN'T  HAVE  HAD  TO  BE  ORDERED 

>  pay  damages  for  New  York  City  blackout  looting.  branded  the  sickening  pillage  a  "riot"  is  just  the  sort  of  thing 

Trying  to  avoid  shelling  out  on  the  technicality  that  that  puts  the  insurance  industry  behind  the  public  opinion 
ttended  coverage  didn't  apply  because  no  one  officially     eight  ball. 

BRITAIN— NEW  THINKING  AND   NEW  HOPE 


Virginia  Wade's  wonderful  Win  couldn't  have  been  better 
med.  It  not  only  added  an  appropriately  triumphant  note  to 
le  Silver  Jubilee  celebrations,  but  gave  the  Brits  something 
id  somebody  to  cheer  about,  reflects  the  creeping  cheerful- 
ess  that  seems  quietly  to  be  growing  in  the  beleaguered 
.ceptred  isle." 

There's  a  new  look  by  more  and  more  of  those  who  labor  at 
abor's  eagerness  to  walk  out  over  any  and  every  trivial 
rievance.  I  think  a  substantial  majority  of  those  who  work  are 
ow  convinced  that  their  wracked,  almost  wrecked  economy 
in't  afford  such  continued  foolishness.  They're  fed  up  with  it. 

The  old  broad-A-ing  villains,  the  Lords  and  the  lording 


Capitalists,  have  been  pretty  well  done  in.  Today  s  bad  guys — 
in  the  minds  of  the  masses  and  not  merely  the  classes — are  the 
hotheaded  walkout  leaders  and  those  who  promise  and  vote  for 
greater  social  spending,  more  public  ownership.  Almost  all 
now  know  the  cost  comes  out  of  their  packets. 

The  Conservatives  are  indeed  going  to  win  the  next  election, 
and  the  threatened  war  on  em  by  massive  organized  labor 
walkouts  and  strikes  for  huge  pay  increases  will  lack  anything 
like  majority  support. 

The  new  cheer,  the  new  hope  in  and  for  Britain  is  more 
attributable  to  a  new  attitude  than  just  to  a  wonderful  tennis 
win  or  a  Silver  Jubilee  or  North  Sea  oil. 


3RBES,  AUGUST  15,  1977 


21 


ABOUT  "SMALL  IS  BEAUTIFUL,"  COMMUNES  &  CAPITALISM 


Concerned  by  the  widening  gap  between  environmen- 
tal conservationists  and  the  business  community,  Mon- 
tana's Governor  Thomas  L.  Judge  arranged  a  two-day 
Public  Forum  on  the  Future  of  Montana's  Economy." 
He  asked  Dr.  Ernst  F.  Schumacher,  author  of  Small  is 
Beautiful — Economics  as  if  People  Mattered,  on  the 
one  hand,  and  Malcolm  Forbes  on  the  other,  ■  to 
address  the  gathering.  Some  extracts  from  MSF's 
extemporaneous  remarks: 

Small  is  beautiful — a  beguiling  .  phrase,  but  there's  an 
awful  lot  of  baloney  in  the  idea.  What  came  out  of  the 
volatile  generation  of  the  Sixties  was  an  awareness  of  the 
unaffordability  of  waste  and  the  end  of  a  standard  where 
more  can  openers  was  the  criterion  of  the  good  life.  We 
don't  measure  American  achievement  anymore  by  the  num- 
ber of  telephones  or  the  number  of  bathtubs.  Cleanliness 
may  be  next  to  godliness,  but  we  now  put  a  new  value  on 
water,  weighing  whether  it's  more  important  to  take  a  bath 
or  to  water  the  crops.  There  is  indeed  much  to  be  said  for 
showering  with  a  friend  these  days. 

This  drift  to  "small  is  beautiful"  emphasizes  that  waste — 
especially  of  energy — is  unaffordable.  This  is  where  Montana 
comes  to  the  forefront;  it  is  a  vast  storehouse  of  a  nonreus- 
able  resource  .  .  .  coal.  The  time  has  come  when  we  just 
have  to  use  it  willingly,  like  it  or  not,  and  the  citizenry  in 
Montana  have  to  determine  how  it's  going  to  be  done.  I 
think  you'll  rind  that  the  approach  "it  ain't  gonna  be  done"  is 
impossible  ...  to  leave  under  the  ground  the  sustenance  of 
energy  that's  the  life  of  this  nation. 

Just  Hard  Work 

While  smallness  has  its  appeal,  probably  one  of  the 
greatest  contributions  we've  made  to  the  world  is  reducing 
the  intensity  of  labor,  to  do  with  machinery  things  that  took 
the  sweat  of  a  man's — and  a  lady's — brow  from  dawn  to 
dusk.  In  those  circumstances,  there  was  no  time  to  debate 
the  future.  The  future  consisted  of  absolute  labor  of  the  most 
onerous  sort. 

Those  who  talk  about  the  pleasure  of  the  commune  and  the 
fun  in  a  collective  of  people  digging,  growing  vegetables — 
that's  marvelous.  But  it  does  not  offer  a  wave  of  the  future  for 
the  bulk  of  the  people  in  America.  A  commune  won't 
contribute  much  except  to  individuals'  happiness.  It  won't  feed 
starving  millions,  it  won't  feed  America. 

This  is  where  I  think  the  wrong  villain  of  the  piece  has 
been  used  by  critics  of  our  economic  system.  Profit  isn't  the 
evil.  The  evil  in  this  free  way  of  life  is  a  business  that  runs 
unprofitably.  There  is  no  tax  taken  from  it.  There  is  no 
contribution  from  it.  Jobs  don't  last  in  it.  A  company  that's 
not  making  money  is  a  company  going  broke.  What  pays  for 
your  education?  It's  somebody's  work.  The  profits  of  Ameri- 

THE  ULTIMATE  EGO  TRIP 

is  a  totally  illegible  signature. 


can  industry.  If  .they  are  not  making  a  buck,  there  is  no 
money  for  any  of  the  things  we  talk  about  doing.  Profit  is  not 
a  dirty  word;  it's  a  first  essential  of  the  system  under  which 
we  live.  And,  be  the  system  ever  so  lousy,  ever  so  improv- 
able, examine  the  alternative.  There  is  no  free  enterprise,  a 
freedom  to  live,  a  freedom  to  learn,  a  freedom  to  write,  a 
freedom  to  object — they  don't  exist.  For  a  very  simple 
reason.  There  isn't  the  wherewithal.  There  isn't  the  wealth 
under  a  dictatorship  or  alternative  systems.  The  great  hope 
for  many  countries  lies  in  vising  the  technologies  developed 
by  this  country. 

Big  Is  Better 

I'm  trying  to  point  out  that  there  are  no  simple  villains, 
that  in  business  it  takes  an  efficient  one  and  often  a  big  one 
to  be  profitable.  The  idea  that  you're  better  off  using  a  plow 
and  an  ox  to  make  a  furrow  instead  of  a  tractor  is  just 
foolishness.  The  reason  we  sometimes  have  too  much  wheat 
and  produce  is  because  we  know  how  to  get  the  most  out  of 
an  acre.  We  are  utilizing  our  resources. 

This  idea  that  resources  are  nonrestorable  and  nonrecur- 
ring has  been  enormously  exaggerated.  We  just  haven't 
begun  to  scratch  the  potential  uses  of  all  kinds  of  things, 
including  timber  and  coal.  By  the  time  these  things  are 
beginning  to  be  in  short  supply,  the  technology  of  storing 
the  energy  of  the  sun  or  the  windmill  will  have  to  evolve. 

There  are  solutions.  But  through  every  one  of  the  reports 
in  a  forum  such  as  this  you  find  a  constant  reference  to 
government,  to  the  need  of  direction,  to  the  use  of  money. 
Keep  this  in  mind:  The  government  does  not  make  money — 
it  prints  it.  The  wealth  is  not  in  the  bucks  you  have,  it's 
what  they  buy  in  the  marketplace.  There's  a  function  for 
bigness,  there's  a  function  for  efficiency.  So  long  as  a  private 
corporation  wants  to  stay  private,  it's  accountable 
to  the  public. 

Unresponsive 

Do  you  know  a  government  agency,  a  bureaucracy,  that  is 
very  responsive  to  public  demands?  The  guy  that  issues  you 
the  forms  you  fill  out  for  each  of  a  million  things  is  a 
bureaucrat.  He  opens  on  time,  sometimes.  Closes  on  time — 
usually  early.  He  couldn't  care  less  if  he  gets  ten  things  done 
in  a  day  or  ten  hundred.  Once  you've  got  a  government  job, 
you're  there  for  life.  Who  do  you  have  to  please?  Nobody. 
The  biggest  gripe  is  gettin'  the  next  rung  up  on  the  civil 
service  ladder.  If  you  have  your  hand  in  the  till  and  are 
caught,  you  can  just  say  you  wanted  to  be  sure  the  money 
was  there.  There's  no  way  to  be  fired.  Some  guy  was 
walking  out  of  a  government  yard  with  several  cans  of  paint 

(continued  on  page  117) 

ATTENTION 

is  more  fun  to  get  than  to  give. 
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—Malcolm  S.  Forbes, 
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Dther  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind— M.S. F. 


Why  Should  Europe  Pay? 


Otmar  Emminger,  president  of  Ger- 
nany's  Bundesbank,  and  others  believe 
hat  the  current  dollar-depreciation 
>olicy  will  only  force  Europe  to  pay  for 
vhat  they  see  as  the  extravagant  use  of 
iil  by  the  U.S.  Says  Emminger:  "It 
rauld  not  be  helpful  if  the  U.S.  tried  to 
olve  its  payments  problem  by  further 
ncreasing  its  trade  surplus  with  Eu- 
ope.  This  would,  in  effect,  mean  that 
he  U.S.  would  earn  more  dollars  from 
Europe  in  order  to  pay  for  its  increasing 
mports  from  OPEC  countries  and 
apan. 

— Business  Week 

mport  &  Size 

It  seems  erroneous  to  state  that  coun- 
ries  with  small  populations  have  a  low 
apacity  to  import.  The  relationship  be- 
ween  people  and  spending  for  imports 


is  not  a  close  one.  For  example,  Swit- 
zerland, with  6  million  people,  import- 
ed $19  billion  in  1976,  and  India,  with 
600  million  people,  had  imports  valued 
at  less  than  $6  billion. 

— Rimmer  de  Vries, 
Morgan  Guaranty  Trust's 
World  Financial  Markets 

Vd  Hire  Him 

The  American  Bar  Association  believes 
advertising  [by  lawyers]  could  get  out  of 
hand.  "Suppose  a  lawyer  puts  up  a  neon 
sign  in  his  window  saying,  'My  brother  is  a 
judge.  Somebody  has  got  to  be  able  to 
draw  the  line,"  a  spokesman  says. 

— Wall  Street  Journal 

Definitions  Impossible 

But  how  can  you  define  "a  [motorcy- 
cling] road-riding  philosophy  to  non- 
riders?  ...  to  outsiders?  I've  thought 
about  it  since  and  decided  it  amounts  to 


about  the  same  thing  Louis  Armstrong 
once  said  when  he  was  asked  to  define 
jazz — "If  you  have  to  ask  what  it  is, 
don't  mess  with  it." 

— Roger  Hull,  Road  Rider 

Human  Rights 

Carter's  human  rights  policy  and  his 
insistence  that  it  lies  near  the  heart  of 
his  foreign  policy  again  makes  the 
American  flag  stand  for  something  in 
this  sad  world  other  than  military  might 
and  mindless  anti-Communism.  A  na- 
tion founded  on  the  idea  of  inalienable 
human  rights  has  at  least  been  called 
back  to  a  heritage  that  it  and  the  world 
had  too  dearly  forgotten. 

— Tom  Wicker,  New  York  Times 

Is  Nothing  Sacred? 

Even  the  future  is  not  what  it  used 
to  be. 

—Paul  Valery, 
French  poet  and  philosopher 


BOND  INVESTORS  BEWARE 


With  the  stock  market  sagging, 
investors  are  once  again  asking:  Why 
risk  money  in  stocks  when  you  can 
buy  quality  bonds  with  attractive 
yields  of  8%  and  better?  After  all,  the 
total  return  on  stocks  (capital  appre- 
ciation plus  dividends)  has  historically 
averaged  only  9%,  and  in  the  last  ten 
years  the  average  return  has  been 
much  less  than  that. 

Before  discouraged  investors  turn 
their  backs  on  stocks,  however,  they 
should  be  aware  that  high-yielding 
bonds  have  a  special  risk  of  their  own: 
They  can  have  a  surprisingly  short 
life,  and  this  briefness  can  be  costly  to 
the  unwary. 

Corporations  have  the  right  to  re- 
deem or  "call  in  their  bonds  before 
maturity.  Utility  bonds  traditionally 
have  five  years  of  "call  protection"; 
other  companies  ten  years.  A  debt 
security  issued  by  a  utility  in  1974 
(when  interest  rates  peaked)  can  be 
called  in  1979,  even  though  the  bond 
might  not  mature  until  the  year  2014. 
This  means  that  if  interest  rates  fall — 
and  over  the  life  of  a  bond  that  is  not 
an  unlikely  occurrence — the  bond- 
holder may  suddenly  find  his  attrac- 
tive coupons  snatched  away  before 
they  can  be  clipped. 

The  problem  of  bond  calls  is  fairly 
well  known.  What  is  not  so  well 
known  is  that  high-coupon  bonds  can 
be  redeemed  by  issuers  before  that 
five-  or  ten-year  period  is  up. 

Last   month,   for  example,  NCR 


By  M.S.  Forbes  Jr. 

called  in  its  9%%  bonds  issued  in 
1975.  Investors  thought  these  bonds 
were  safe  until  1985.  However,  they 
overlooked  the  fine  print.  In  effect, 
NCR  can  call  its  bonds  anytime  it 
wants  to,  as  long  as  the  company  does 
not  sell  new  bonds  for  the  next  year 
or  two.  NCR  s  bonds  are  not  unusual 
in  their  wording. 

This  surprise  redemption  by  NCR 
helps  stockholders  because  it  could 
save  the  company  tens  of  millions  of 
dollars  in  interest  costs.  But  the 
bondholder?  The  value  of  his  bonds 
suddenly  shrank. 

Investors  should  carefully  examine 
any  bonds  they  hold  that  were  issued 
in  1974-75,  when  interest  rates  were 
very  high. 

When  Helping  Hurts 

Utilities  present  a  different  fine- 
print  problem.  Ironically,  the  provi- 
sion that  could  do  the  damage  was 
originally  designed  to  provide  addi- 
tional security  for  the  debt  holder. 
Many  utility  bonds  specify  that  the 
company  spend  a  certain  percentage 
of  its  gross  revenues  on  repairs  and 
maintenance  to  make  sure  that  the 
property  on  which  the  bondholder 
has  a  lien  is  kept  in  good  order.  With 
the  explosion  of  fuel  prices  and  the 
resultant  increase  in  gross  revenues, 
utilities  are  discovering  that  they  can 
adequately  keep  up  that  property  and 
still  fall  short  of  the  bonds  mainte- 
nance ratio.  The  utility  must  then 


make  up  for  the  shortfall  by  pledging 
more  property  for  the  bonds  or  by 
putting  up  cash.  In  some  cases,  that 
cash  can  be  used  to  redeem  high- 
coupon  bonds  before  the  call  date. 

Investors  Lose  Out 

This  is  what  is  enabling  Florida 
Power  &  Light  to  retire  about  half  its 
lO'/ss  of  2005  even  though  the  bond 
supposedly  had  several  more  years  of 
protection.  The  price  FP&L  will  pay 
for  these  securities  is  significantly 
lower  than  the  current  market  prices 
of  similar  bonds.  Investors  in  this  case 
suffered  a  sudden  and  substantial 
loss.  State  regulators  may  insist  that 
power  companies  under  their  juris- 
diction use  this  means  of  retiring 
high-coupon  bonds. 

In  short,  beware  of  those  who  ask: 
Why  buy  stocks  when  you  can  get 
such  good  yields  on  bonds?  Stock 
dividends  as  a  whole  move  up  over 
the  years.  A  share  of  AT&T  bought  in 
1972,  for  example,  now  yields  over 
9%  on  that  original  purchase  price. 
Bond  coupons,  by  contrast,  are 
fixed — and  vulnerable.  The  tortoise 
stock  may  well  win  the  race  with  the 
bond  hare. 

Of  course,  the  problem  of  early 
bond  redemption  presupposes  that 
long-term  interest  rates  will  remain 
steady  or  go  down.  However,  il  you 
think  they  are  heading  for  the  sky. 
then  you  should  stay  out  of  stocks  and 
bonds  altogether. 
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Johnson  Controls 
makes  buildings  earn  more- 
even  those  over  40. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
design,  installation,  service-with  our  own  people.  Results?  See  below 


Art  Museum  computer 
saves  $60,750  in  city  building 
one  mile  away. 

The  JC/SOfiZ^giSAfe  50-year-old 
lArtwastap- 
[\ladelphias 
» Building 
BSSSfclSflsl^i^TfiO  yearly  sav 
i  costs. 
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By  expanding  their  Johnson  Cont 
building  automation  system  to  four  ac 
buildings  ranging  in  age  from  one  yea 
years  old,  the  Naval  Academy  expects  tc; 
$142,000  yearly,  paying  for  the  expansij 
less  than  2V2  years.  Send  for  Job  Rep<f 
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From  basic  temperature  controls,  to  life 
safety  systems,  to  the  computerized  JC/80, 
today  more  than  one-third  of  all  large  com- 
mercial, institutional  and  government 
buildings  in  the  U.S.  employ  some  form  of 
Johnson  controls,  and  our  engineers,  in 
115  offices  across  the  U.S.  and  Canada, 
stand  ready  to  put  their  expertise  to  work 
for  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

Full  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 
reports  on  similar  buildings  as  well  as 

JOHNSON 


CONTROLS 


JOB  REPORT 


reports  on  the  buildings  shown  above. 
We'll  also  send  you  "Energy  Manage- 
ment and  Systems  Control  for  Existing 
Buildings:  an  idea  book 
to  help  your  building 
earn  more  and  be  more 
efficient."  Write  to  Fred 
L.  Brengel,  President, 
Johnson  Controls,  Inc., 
Reference  R-2,  Box  423, 
Milwaukee,  Wis.  53201 


We  make  buildings  earn  more. 


Forbes 


The  Lull  Before 
The  (Antitrust) 
Storm 


rhings  have  been  relatively  quiet  on  the  antitrust 
front  lately.  But  you  can  expect  a  lot  of  fireworks 
once  Congress  confirms  Carter's  new  antitrust  chief. 


By  PAUL  STURM 

American  business  doesn't  know  it  yet, 
)ut  it  may  be  in  tor  a  rough  time  on  the 
antitrust  front  from  the  Carter  Adminis- 
fration.  The  new  Administration  s  stance 
last i  !  been  made  clear  yet  and  probably 
a-oii  t  be  until  its  nominee  to  head  the 
[ustiec  Department's  Antitrust  division, 
[ohn  Shenefield,  gets  confirmed  by  Con- 
gress. That  will  happen  soon,  and  the 
>etting  is  he  will  he  ai.  activist. 

Shenefield,  a  38-year-old  Richmond, 
Vn.  lawyer  has  a  comforting  enough 
background.  His  practice  has  been  chief  - 
y  in  corporate  law,  and  he  represented 
"ellow  attorneys  in  a  futile  effort  to  pro- 
:ect  bar  association  fee  schedules. 

But  don't  be  fooled.  It  is  significant 
hat  Washington's  legion  of  sell-appoint 
•d  consumer  activists  are  not  opposing 
Shenefield  s  nomination.  In  fact,  they 
;eem  pleased  by  it;  they  are  equally 
jleased  by  the  appointment  of  former 
senate  staffer  Michael  Pertschuk  (p.  41), 
vho  has  alread\  take  n  over  as  head  of  the 
Federal  Trade  Commission.  Says  Mark 
2reen,  a  Ralph  Nader  associate:  "II  lin  n 
Shenefield's  and  Pertsehuk's]  actions 
natch  half  their  promises,  this  will  turn 
)ut  to  be  one  of  the  most  aggressive 
intitrust  administrations  in  decades. 

Shenefield's  future  boss,  Attorney 
General  Griffin  Bell,  already  sounds  like 


a   man  who  wants  to  make  a  mark  in 

antitrust  enforcement,  lie  recentl)  sug 
gested  that  the  government  might  go 
after  "shared  monopolies'' — concentrat- 
ed industries  where  a  relatively  lew 
firms  are  dominant.  (Head  here,  oil, 
steel,  aluminum.)  The  only  formal  gov- 
ernment initiatives  in  this  uncharted  le- 
gal area  have  so  far  been  taken  by  the 
FTC,  and  its  suits  against  cereal  mar- 
keters and  big  oil  companies  arc  current- 


Trustbuster  Shenefield:  In  his 

new  job,  he's  likely  to  run 
into  ,i  tew  old  clients. 


new  legal  ground.  But  it  is  a  tougher 
stance  than  the  government  took  against 
Other  recent  big  mergers.  There  was  no 
suit  to  block  Mobil's  1974  acquisition  of 
M  in  or  or  General  Electrics  combina- 
tion with  Utah  International  last  year. 
Othei  Straws  in  the  wind:  In  a  report 

to  the  President ,  the  Justice  Department 

recoi        nded  that  if  a  pipeline  is  built 

to  transport  Alaskan  natural  gas  anti- 
trust   policy   should   bar  oil  producers 


" .  .  .  Says  a  Ralph  Nader  associate:  'If  their  actions  match  half 
their  promises,  this  will  turn  out  to  be  one  of  the  most 
aggressive  antitrust  Administrations  in  decades'  .  .  ." 


ly  bogged  down.  But  the  Justice  Uepart- 
ment  may  now  have  its  own  test  cases  in 
the  works:  The  Antitrust  division  recent- 
ly began  formal  investigations  of  interna- 
tional oil  and  steel  Companies.  No  one 
firm  dominates  either  industry,  but  in 
each  the  top  eight  participants  do  three- 
fourths  of  all  business. 

In  another  show  of  toughness,  the  di- 
vision challenged  United  Technologies' 
proposed  takeover  of  Babeoek  &  Wilcox 
shortly  after  Sehenefield  became  acting 
antitrust  chief  in  May.  This  suit,  based 
on  the  fact  that  both  firms  sell  electrical 
generating   equipment,    doesn't  break 


from  owning  it.  Also,  a  long-simmering 
investigation  of  antitrust  violations  by 
fapanese  television  set  manufacturers 
has  been  stepped  up.  And- — just  to  make 
sure  his  old  colleagues  get  the  mes- 
sage"— Shenefield  made  a  hard-line 
speech  against  price-fixing  by  attorneys 
at  the  Virginia  Bar  Association's  summer 
convention. 

Many  Washington  antitrust-watchers 
are  already  comparing  Harvard  law  gr  id 
uate  Shenefield  with  Bit  hard  McLaren, 
his  counterpart  in  the  first  Nixon  Admin- 
istration. McLaren,  a  Chicago  corporate 
attorney,  surprised  his  friends  by  filing 


:ORBES,  AUGUST  15,  1977 


25 


landmark  suits  against  International  Tele- 
phone &  Telegraph  s  acquisitions  of  ( Ian- 
teen  Corp.,  Grinnel  Co.  and  Hartford 
Fire  Insurance  Co.  Though  no  ITT  case 
reached  the  Supreme  Court,  McLaren  s 
efforts  produced  a  1971  settlement  that 
led  to  divestiture  of  Canteen — as  well  as 
Avis  Corp.  and  Levitt  c\  Sons. 

"Any  defendant's  lawyer  who  is  willing 
to  give  up  $1()(),()()()  a  year  to  head  the 
Antitrust  division  has  got  to  be  a  frus- 
trated prosecutor  at  heart,"  concludes 
Donald  Baker,  the  Cornell  law  professor 
and  longtime  Justice  Department  staffer 
who  preceded  Shenefield  as  the  divi- 
sion's head. 

Today's  business  climate — with  many 
cash-rich  companies  and  low  price/earn- 
ings ratios  on  Wall  Street — almost  guaran- 
tees a  wave  of  corporate  takeovers.  Since 
the  Antitrust  division  likes  to  go  where  the 
action  is.  it  c  an  be  expec  ted  to  challenge  a 
good  many  of  these  takeovers.  In  fact,  the 
governments  recent  concentration  on 
price-fixing  stems  not  so  much  from  a 
preoccupation  with  that  subject  as  from  a 
relative  absence  of  business  acquisitions. 
If  Texas  investors  Bunker  and  Herbert 
Hunt  succeed  in  their  challenge  to  state 
laws  that  inhibit  takeovers  (via  Great 
Western  United  s  bid  for  Sunshine  Min- 
ing) you  can  expect  the  Justice  Depart- 
ment to  step  into  the  breach. 

"It's  logical  to  assume  that  the  govern- 
ment will  attack  conglomerate  mergers, 


ret  ord  number  of  time-consuming  trials. 

In  addition,  today's  Antitrust  division 
must  deal  with  a  far  less  receptive  Su- 
preme Court  than  existed  in  the  Sixties. 
Then — according  to  a  famous  Potter 
Stewart  dissent — the  only  sure  thing 
about  antitrust  eases  there  was  that  "the 
government  always  wins.  Recently, 
however,  the  Court  has  reversed  itself  in 
two  important  areas,  expanding  a  corpo- 
ration's right  to  control  distribution  of  its 
products  and  limiting  plaintiffs'  opportu- 
nities to  file  antitrust  class-action  suits. 
Judges  down  the  line  are  getting  the 
message  too:  Lower  courts  have  ap- 
proved mergers  that  might  have  been 
stopped  earlier,  including  British  Oxy- 
gen's bid  for  Airco  and  Black  &  Decker's 
acquisition  of  McCulloch  Corp.'s  chain 
saw  business. 

With  that  background,  instead  of 
fighting  painfully  and  expensively 
through  the  courts,  Shenefield  will  prob- 
ably concentrate  more  on  Congress — 
where  antitrust  currently  gets  a  friend- 
lier reception.  In  the  past  two  years, 
lawmakers  ha\e  passed  three  measures 
increasing  the  division  s  power;  also,  its 
budget  has  doubled  since  1974.  Much  of 
that  new  money  finances  a  legislative 
attack  on  regulated  industries — chiefly 
airlines  and  trucking.  In  addition,  a  spe- 
cial task  force  provides  antitrust  input  for 
energy  policy  makers. 

For  years,  activists  have  rumbled  that 


.  .  'It's  logical  to  assume  that  the  government  will 
attack  conglomerate  mergers.  .  .  .  There's  a  tendency  to 
move  in  new  directions,  and  they've  already  eliminated 
most  horizontal  and  vertical  combinations'  .  .  ." 


explains  former  Solicitor  General  Robert 
Bork.  "There's  a  tendency  to  move  in  a 
new  direction  once  old  initiatives  peter 
out,  and  they've  already  eliminated  most 
horizontal  and  vertical  combinations." 
(In  antitrust  parlance,  a  horizontal  merg- 
er involves  buying  a  competitor;  vertical 
mergers  involve  acquisitions  of  suppliers 
or  customers.) 

Shenefield's  biggest  problem,  howev- 
er, may  be  manpower — lawyer-power, 
more  precisely.  Major  antimonopoly 
cases  against  American  Telephone  & 
Telegraph  and  International  Business 
Machines  have  more  than  10%  of  the 
government's  antitrust  lawyers  tied  up. 
And  main  private  attorneys  think  that 
the  recent  increase  in  antitrust  penal- 
ties— to  a  maximum  of  three  years  in 
prison — will  also  raise  the  government's 
case  load.  "Executives  are  much  less 
willing  to  settle  out  of  court  when  then 
face  stiff  sentences,  "  says  New  York  anti- 
trust practitioner  Gordon  Spivack.  He 
believes,  the  division's  100-odd  pending 
price-fixing  investigations  will  produce  a 
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the  Justice  Department  should  ask  Con- 
gress to  spell  out  how  conglomerate 
mergers  can  be  challenged.  This  pres- 
ently poses  thorny  legal  problems,  since 
the  Sherman  Act— the  Department's 
major  antitrust  statute — is  nearly  a  cen- 
tury old.  Shenefield  may  press  for  broad- 
ening the  act. 

In  a  recent  speech,  Attorney  General 
Bell  complained  of  delays  in  trying  the 
government's  two  big  monopoly  cases — 
IBM  and  AT&T — and  suggested  that 
they  can  perhaps  be  better  resolved  "in 
Congress  as  legislative  matters."  Law- 
makers, on  their  own,  have  been  moving 
in  similar  directions  through  various  at- 
tempts to  curb  the  growth  of  the  oil 
industry.  With  a  nudge  from  the  White 
House,  significant  legislation  aimed  at 
restructuring  U.S.  industry  is  indeed 
possible. 

"Never  judge  an  attorney  by  his  cli- 
ents, concludes  one  of  Shenefield's 
Richmond  colleagues.  "John  was  prob- 
ably the  only  lawyer  in  town  who  sup- 
ported George  McGovern. "  ■ 


The  Great 
Treasury 
Raid  Of 
1977 


With  his  new  subsidy  bil 
the  well-to-do  farmer 
won't  have  to  worry 
where  his  next  Caribbea 
cruise  is  coming  from. 

By  JOHN  BERRY 

No  American  businessman  is  more  at  t| 
mercy  of  the  market  than  the  farmi 
and  few  are  as  successful  at  getting  t) 
U.S.  government  to  bail  him  out  wh 
the  market  turns  against  him.  Be] 
houses  of  Congress  have  passed  a  n< 
farm  bill  that  will  give  most  fanner? 
nearly  risk-free  ride  for  the  next  fcj 
years.  The  cost?  Huge.  In  money  tern 
as  much  as  $5  billion  to  $6  billion  a  \e 
In  addition,  probable  constant  overd 
duction,  particularly  of  wheat,  and  up 
SI  billion  a  year  in  higher  consul! 
prices  for  sugar. 

How  quickly  memories  fade!  Only  r 
years  ago,  farmers  were  complaining  ll 
terly — as  were  many  members  of  Cc 
gress — that  the  Ford  Administrate 
would  not  let  the  free  market  work.  Ni 
the  farmers  and  their  friends  waul 
abolish  it.  They  complain  that  it  is  gra 
ly  unfair  to  ask  them  to  produce  crc 
when  prices  are  less  than  the  cost 
production.  That's  especially  so,  tl1 
say,  when  today  s  low  prices  are  i 
result  of  farmers  doing  their  patrk 
duty  and  planting  fence-row  to  feni 
row  just  as  they  were  asked  to  do  wll 
the  world  needed  more  grain. 

The  new  farm  bill  calls  for  the  sett  I 
of  a  "target"  price  for  crops  based  oil 
theoretical  cost  of  production.  If  the 
tional  market  price  falls  short  of  the  t 
get  price,  the  farmer  gets  a  "deficiei 
payment."  That's  supposed  to  make  I 
the  difference.  What  makes  the  pactal 
so  juicy  for  farmers  is  not  the  concel 
but  the  way  "cost  of  production"  is  I 
fined.  The  definition  is  a  beauty.  It  I 
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eludes,  of  course,  seed,  fertilizer,  lime, 
chemicals,  labor,  fuel,  repairs  to  machin- 
ery and  irrigation — all  the  direct  costs. 
But  in  addition,  it  covers: 

•  Interest. 

•  Personal  property  taxes. 

•  Automobile  costs. 

•  A  management  charge  equal  to  7% 
of  the  value  of  sales. 

•  A  profit  on  land.  This  based  on  a 
composite  of  current  rents  and  average 
acquisition  value. 

In  other  words,  the  guarantees  cover 
fixed  costs  as  well  as  variable  costs. 

Adherents  of  the  bill  argued  that  un- 
less full  production  costs  were  covered, 
the  farmer  would  have  no  incentive  to 
grow  large  crops  and  food  prices  would 
>oar.  The  argument  is  ridiculous.  A  busi- 
nessman, whether  he  is  a  farmer  or  man- 
jfacturer  of  machine  tools,  will  normally 
ceep  turning  out  his  product  as  long  as 
ie  is  covering  his  variable  costs.  That  is 
vhy  this  farm  bill — which  virtually  guar- 
antees farmers  substantial  profits — 
neans  overproduction  in  the  next  four 
/ears,  they  will  produce  every  bushel 
hey  can  because  the  guarantee  price 
vill  always  be  higher  than  their  marginal 
)ut-of-pocket  costs.  The  government  will 
ry  to  limit  production  by  requiring 
vheat  and  possibly  corn  farmers  to  idle 
>art  of  their  land  next  year.  But  even 
ome  U.S.  Department  of  Agriculture 
jconomists  doubt  this  will  do  the  trick. 

The  basic  problem  farmers  face  these 
lays  is  that  they  overinvested  in  the 
;reat  years  of  1973,  1974  and  1975.  They 
>lunged  for  bigger  and  better  machin- 
;ry,  and,  since  they  could  farm  it  with 


tural  land  values  keep  spiral) rig  upward. 

Like  their  grain-growing  brethren,  the 
sugar  growers  expanded  after  the  price 
of  raw  sugar  hit  57  cents  a  pound  in  1974. 
Now  it  is  down  to  a  dime  a  pound  and 
they  are  howling  about  it.  The  Adminis- 


. .  What  put  the  bill  over  was  a  newly  formed  alliance 
>etween  farm  district  and  big  city  congressmen.  'There 
vere  all  sorts  of  deals/  says  Agriculture  Secretary  Bob 
Sergland.  'They  were  trading  votes  all  over  the  floor' .  .  . 


he  more  efficient  machinery,  bought  up 
leighboring  land.  In  the  five  years  end- 
d  last  February,  average  farmland  value 
ose  114%.  In  Iowa,  one  of  the  richest 
irm  states,  it  climbed  no  less  than 
25%.  USDA  officials  predict  another 
%  to  10%  increase  this  year. 

When  it  figures  what  price  farmers 
eed  to  cover  their  cost  of  production, 
Congress  conveniently  ignores  the  fact 
hat  farmers  have  always  taken  a  large 
hare  of  their  return  in  land  apprecia- 
ion.  As  with  all  subsidies  tied  even  im- 
licitly  to  land,  the  new  farm  bill  will 
nly  serve  to  make  certain  that  agrieul- 


tration  wants  to  assist  them,  but  through 
a  target-price  approach  similar  to  that  for 
grains.  Rejecting  the  Administrations 
plan,  the  House  of  Representatives  bill 
requires  support  through  a  system  of 
loans  and  purchases  at  14.3  cents,  which 
would  become  the  market  price.  (Each 
penny  per  pound  means  about  $225  mil- 
lion, so  retail  prices  will  rise  $1  billion; 
the  bill  is  clearly  and  directly 
inflationary.) 

The  bill,  which  has  passed  both  House 
and  Senate,  is  in  conference  now.  The 
sugar  provision  may  go — sugar  produc- 
ers have  been  promised  relief  through  an 


international  marketing  agreement.  But 
passage  of  the  huge  subsidy  package  is 
virtually  assured  and  so  is  presidential 
signature. 

When  everybody  s  taxes  go  up  to  sub- 
sidize this  overproduction  of  farm  crops, 
who  should  we  blame?  Not  the  farmers. 
They  are  simply  pursuing  their  self-in- 
terest. What  put  the  bill  over  was  a 
newly  formed  alliance  between  farm  dis- 
trict congressmen  and  big  city  congress- 
men. "There  were  all  sorts  of  deals,  "  says 
Agriculture  Secretary  Bob  Bergland. 
"They  were  trading  votes  all  over  the 
floor  on  food  stamps,  the  minimum  wage 
and  other  things." 

By  agreeing  to  the  vastly  expanded 
farm  subsidies,  the  city  folks  won  the 
support  of  farm  district  congressmen  for 
a  change  in  the  food-stamp  law.  Urban 
congressmen  want  food  stamps  to  be  giv- 
en away  free  to  their  constituents,  so  the 
two  groups,  urban  and  rural,  joined 
forces. 

The  winners  are  the  rich  farmers  (the 
more  land  they  own,  the  more  profit 
they  are  guaranteed)  and  the  poorest  of 
food-stamp  users.  But  taxes  (or  tlx 
federal  deficit)  will  go  up  and  every- 
body else  loses — about  95%  of  the 
population.  ■ 
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Pemex  To  Brown  &  Root 
Yankee,  Come  In 

The  Mexican  state  oil  company 

is  putting  efficiency  before  chauvinism. 


Mexico's  national  oil  company,  Petro- 
leos  Mexicanos  (Pemex),  in  a  departure 
from  past  policy,  has  reached  outside  its 
own  country  for  help  in  the  development 
of  the  rich  oilfield  in  the  Cainpeehe 
Sound,  offshore  southern  Mexico. 
Brown  &  Root  of  Houston,  Tex.  has  been 
hired  as  project  manager  to  oversee  en- 
gineering and  construction  in  the  devel- 
opment of  the  field. 

Brown  &  Root,  a  division  of  Hallibur- 
ton Inc.,  becomes,  in  effect,  prime  con- 
tractor for  Pemex.  It  will  be  responsible 
for  organizing  the  engineering  work, 
purchasing  production  platforms  and 
pipelines,  building  shorebase  receiving 
facilities  and  generally  managing  the  de- 
velopment of  the  Campeche  field  as  it 
builds  to  a  goal  of  360,000  barrels  a  day 
by  1982.  That  production,  Mexico's  first 
offshore  experience,  is  an  essential  part 
of  Mexico's  overall  goal  of  producing  2.2 
million  barrels  a  day  by  then,  up  from 
last  year's  production  of  less  than  1  mil- 
lion barrels. 

Nobody  on  either  side  of  the  border  is 
eager  to  talk  about  the  agreement  with 
Brown  &  Root,  least  of  all  the  U.S.  com- 
pany. It  doesn't  want  to  upset  Mexican 
sensibilities.  Those  sensibilities  stem 
from  the  history  of  Pemex,  established  in 
1938  when  Mexico  nationalized  its  oil 
industry  and  threw  out  U.S.  and  other 


foreign  oil  companies.  Ever  since,  Mexi- 
co has  been  intensely  proud  of  the  way  it 
has  done  things  for  itself  in  the  oil  busi- 
ness. And  with  good  reason:  Pemex  has 
built  refineries,  pipelines  to  Mexico's 
major  cities,  and  new  oil  and  gas  produc- 
tion facilities,  going  outside  only  to  buy 
equipment. 

Going  outside  now  to  buy  manage- 
ment for  a  difficult  and  costly  develop- 
ment is  only  intelligent  recognition  that 
the  oil  business  has  changed.  Mexico's 
oil  development,  until  the  present,  had 
not  been  on  a  world  scale.  But  in  1972  a 
major  reservoir  of  oil  was  found  in  the 
southern  Mexican  states  of  Chiapas  and 
Tabasco.  Since  then  offshore  oil  has  been 
discovered  in  three  wells  in  the  Cam- 
peche Sound,  in  the  Gulf  of  Mexico  ad- 
joining Tabasco.  Jorge  Diaz  Serrano,  di- 
rector general  of  Pemex,  claims  that  the 
offshore  deposits  and  the  onshore  are 
linked  in  a  giant  formation  rivaling  those 
of  the  Middle  East.  That  may  be  an 
exaggeration,  but  there  isn't  much  doubt 
that  Mexico  in  1982  will  be  producing  as 
much  oil  as  Kuwait — or  perhaps  as  much 
as  Britain. 

But  the  key  is  in  getting  the  offshore 
oil  flowing,  and  that  is  beyond  Pemex' 
present  expertise.  Offshore  is  risky  and 
expensive.  As  British  Petroleum  did  in 
the  Forties  Field  in  the  North  Sea, 


Drill  We  Must:  The  sign  says,  "Pemex,  At  The  Service  Of  The  Nation." 

To  serve  a  Mexico  newly  confident  of  vast  petroleum  reserves,  Pemex 

has  begun  a  massive,  3,500-we!l  exploration  and  development  drilling  program. 


Pemex   is   calling   in    Brown   &  Root. 

Make  no  mistake:  Mexico  has  no  in- 
tention of  opening  its  oil  fields  to  foreign 
companies.  But  with  its  very  internation- 
al solvency  depending  on  its  abilit)  to 
export  oil,  the  government  is  doing  the 
prudent  thing  and  calling  on  Brown  & 
Root  to  help  Pemex  with  the  big,  costly 
(about  $500  milion)  offshore  job.  ■ 


Ed  Cole's 
Legacy 

What's  black,  white 
and  yellow  and  looks  like 
a  Rabbit?  Will  this 
strange  contraption  turn 
around  Checker  Motors? 

When  former  General  Motors  Presi- 
dent Edward  N.  Cole  and  Victor  Potam- 
<in,  the  nation's  biggest  GM  dealer, 
bought  control  of  Chicago,  111.  s  faltering 
Checker  Taxi  Co.  last  March,  it  looked 
like  big  things  were  in  store. 

Checker  builds  10%  of  the  nation's 
lew  cabs  and  accounts  for  40%  of  the 
largest  market,  New  York.  Through  sub- 
sidiaries, it  is  the  largest  fleet  operator  in 
Chicago,  Minneapolis  and  Pittsburgh. 
But  its  antiquated  management,  many  of 
:hem  relatives  and  in-laws  of  the  late 
bunder  Morris  Markin,  badly  needed 
"ejuvenation. 

All  of  these  hopes  seemed  dashed 
hree  months  ago  when  Cole  died  in  a 
ilane  crash.  But  he  left  a  legacy — a  de- 
lign  for  the  first  new  cab  for  U.S.  fleets 
;ince  Checker's  now-familiar  oversize 
/ehicle  itself  was  introduced  in  1922. 
rhese  cabs  are  assembled  by  Checker 
Tom  engines  and  components  supplied 
oy  GM  and  others,  but  Checker  builds 
:he  bodies. 

Ever  since  Cole's  death,  the  plans  for 
Checker's  new  cab  (and  a  single  proto- 
ype)  have  been  kept  in  strictest  secrecy 
n  Checker's  manufacturing  facilities  in 
Kalamazoo,  Mich.  Last  month  Checker 
;xecutives  lifted  the  veil  and  gave  some 
details  to  a  Forbes  reporter.  Ed  Cole's 
:ab  turns  out  to  be  a  stretched-out  Volks- 
wagen Rabbit  with  a  diesel  engine. 
Checker  President  David  Markin,  46, 
;on  of  the  founder,  claims  the  Super- 
babbit  has  averaged  almost  40  miles  per 
gallon  on  the  highway  even  with  a  gaso- 
ine  engine. 

The  new  Checker  cab  will  be  21 
nches  longer  than  the  stock  Rabbit, 
nost  of  the  space  in  the  back  seat  area, 
rhe  transmission  will  probably  be  the 
lame  as  the  Rabbit's  front-wheel  drive, 
nit  because  of  the  punishment  taken  by 
axis,  the  body  will  be  reinforced  by  300 
o  400  pounds  of  additional  steel  (total 
veight:  about  2,300  pounds). 

Checker  will   modify  and  assemble 
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From  The  Hand  Of  The  Master:  Victor  Potamkin's  sketch  of  the  new 
Checker  prototype,  a  stretched  Volkswagen  diesel  Rabbit. 


components  bought  from  VW  in  its  own 
production  line  and  market  the  cab 
through  Volkswagen  and  Checker  deal- 
ers. The  diesel  engine  choice,  says  Mar- 
kin, has  been  narrowed  down  to  the 
Perkins,  the  Mitsubishi  or  Oldsmobile; 
the  final  selection  hasn't  been  made.  Ac- 
cording to  Cole's  original  timetable, 
Checker  hoped  to  roll  out  50,000  vehi- 
cles within  a  few  years.  Since  his  death, 
Markin  has  cut  the  projections  to  30,000. 
"Ed  was  a  great  visionary  and  engineer," 
Markin  says,  "but  he  was  thinking  in 
terms  of  GM's  great  distribution  system. 
With  a  distribution  system  as  poor  as 
ours,  30,000  units  a  year  seems  more 
accurate." 

Checker  only  has  outlets  in  six  major 
cities  and  some  scattered  dealerships  to 
handle  its  present  annual  production  of 
5,000  taxis.  So  even  30,000  vehicles 
would  be  a  600%  increase  over  current 
production. 

What  about  price?  Says  Markin:  "This 
is  still  in  the  preliminary  stages.  We 
have  some  other  ideas  to  play  with  be- 
fore making  a  final  decision.  We  know 
it's  going  to  be  expensive.  But  how 
much,  I  don't  know  yet." 

Taxi  riders  will  be  entering  a  smaller- 
looking  cab.  It  will  seat  only  two,  rather 
than  Checker's  traditional  three,  in  the 
back  seat;  but  with  two  more  "occasion- 
al" seats  that  face  forward,  Markin  be- 
lieves the  new  cab  will  be  as  roomy  as 
the  old  model. 

It  had  better  be;  comfort  and  roomi- 
ness are  the  major  reasons  Checker  pro- 
duces 10%  of  the  estimated  $80  million 
worth  of  new  cabs  sold  annually  in  the 
U.S.  But  its  bottom  line  is  in  sad,  sad 


shape.  In  the  last  five  years  dividends 
have  been  almost  nil,  while  earnings  of  8 
cents  a  share  last  year  were  18  cents 
below  1974,  even  though  1976  sales  of 
$87  million  were  up  $3  million  from  that 
year.  Net  income  on  that  $87  million  was 
only  $274,000,  or  about  three-tenths  of 
1%.  The  stock,  at  20  recently,  is  so  som- 
nolent that  one  analyst  says:  "It's  been  so 
long  since  I  ve  had  a  request  for  it,  I 
didn't  even  know  where  it  was  traded" 
(Answer:  Chicago's  Midwestern 
Exchange). 

So  about  the  biggest  thing  that  hap- 
pened to  Checker  in  years  was  when 
Cole,  Potamkin  and  Markin  together  ac- 
quired 50%  of  Checker  Taxi,  the  Markin 
family  holding  company  that  owns  51.4% 
of  the  common  stock  of  Checker  Motors 
Corp.,  the  operating  entity  (Forbes, 
Apr.  1,  1977). 

Potamkin,  who  operates  General  Mo- 
tors franchises  in  New  York,  Pennsylva- 
nia, New  Jersey  and  Florida,  had  owned 
32,000  shares  of  Checker's  935,485 
shares  outstanding  for  several  years.  Us- 
ing those  shares  as  a  lever,  he  and  Cole 
persuaded  the  younger  Markin  to  share 
operating  control  and  allow  them  to  de- 
sign a  new  cab. 

The  current  roomy  Checker  is  pre- 
ferred by  taxi  riders,  but  operators  com- 
plain about  its  cost  and  maintenance. 
"It's  a  troublesome  cab  to  operate,"  says 
Arthur  Gore,  publisher  of  New  York's 
Taxi  News,  "and  hard  to  operate 
profitably." 

All  in  all.  Checker  has  a  great  opportu- 
nity to  take  a  big  step  forward.  Whether 
it  has  the  strength  and  courage  to  seize  it 
remains  to  be  seen.  ■ 
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Who  Says  "Concept" 
Stocks  Are  Dead? 

Rovac's  new  air-c  onditioning  unit  may  never 
cool  millions  of  homes  and  cars.  But  it 
certainly  can  heat  up  the  stock  market. 


De'ja  Vu:  loin  I  dw.irds  and  his  new  air  conditioner  add  up  to  a  hot  concept  stock — just  like  the  good  old  go-go  days. 


By  PHYLLIS  BERMAN 

In  the  brand  new  headquarters  oi  Rovac 
Corp,  in  Rockledge,  Fla.,  there  is  one 
empty  office.  One  day — maybe — il  will 
be  occupied  by  the  marketing  director. 

Wh)  is  il  empty  now?  Because  Rovac, 

one  ol  the  lew  hot-concept  companies  to 
come  down  the  pike  since  the  go  go 
days  nl  th«  sixties  hasn't  a  marketing 
director  and  lias  yet  to  market  a  single 
product  1 1 1  even  it  appears,  to  identify 
its  market.  Yet  its  stock,  book  value  56 
cents,  sells  lor  about  $20  and  the  coin- 
pan)  s  total  in. ii  I  el  v         is  nearly  $100 

million 

Rovac  is  having  a  lot  of  trouble  even 
getting  its  product  to  work  well,  and  it 
has  already  had  troubles  with  the  Securi 
ties  &   Exchange  Commission  over  its 
money-raising  tactics. 

A  concept  ii  has,  though.  In  brief,  it 
is  tins:  Rovac  has  the  technology  for  an 
air  conditioner  that  uses  air  and  water 
rather  than  Freon  as  a  refrigerant. 
Freon,  ol  course,  has  been  damned  by 
the  National  Academy  ill  Sciences  as  a 


threat   to  the  ozone   layer.   That  S  the 

reason  the   Environmental  Protection 

Agency  has  proposed  banning  some 
Freon  aerosol  propcllants.  Freon  is  also 
the  cooling  agent  in  most  existing  air 
conditioners.  So,  il  Freon-propelled 
shaving  cream  is  out  today,  the  reason- 
ing goes,  Freon  air  conditioners  could 
he  gone  tomorrow.  And  Rovac  s  air  con- 
ditioner is  the  only  feasible  non-Freon 
one  on  the  horizon. 

There  is  just  one  hitch  in  this  happy 
story:  The  Feds  may  have  no  intention  ol 
I). inning  Freon  as  a  refrigerant.  Savs  an 
EPA  chemist,  I  don't  think  it  will  ever 
conic  to  that  Bovac  contends  (hat  even 
so,  its  system  is  more  efficient  and 
cheaper  than  conventional  models.  Hut 
without  the  aid  ol  law,  Rovac  may  never 
get  oil  the  ground 

It  s  a  long  way  from  a  concept,  no 

matter  how  brilliantly  conceived  and  sal 

able,    to  a  product   that   can   he  mass 

produced.  So  far,  Rovac  has  produced 

Onlj  a  dozen  air  conditioning  machines, 
all  ol  tin  in  lis  hand. 

So  what  makes  ii,  as  a  company,  worth 


$100  million?  A  story,  that's  what.  Re- 
member what  a  hard  time  Chester  Carl- 
son had  until  Haloid  (now  Xerox)  bought 
him  out?  How  much  money  has  been 
lost  chasing  the  will-o'-the-wisp  of  "an- 
other Xerox  ? 

The  Rovac  "circulator"  is  the  brain- 
child of  Thomas  C.  Fdwards,  34,  the 
company's  president  and  founder,  an 
amiable  and  enthusiastic  mechanical 
engineer.  Like  all  mechanical  cooling 
systems,  the  machine  works  by  com- 
pression. But  Fdwards  uses  air  and 
water — rather  than  Freon  in  the  pipes 
over  which  the  air  passes — as  the  actual 
cooling  medium  (using  some  of  the 
same  principles  in  air-cooled  aircraft 
engines) 

Edwards  developed  his  device  that  is 
the  heart  of  his  technology  lor  a  high 
school  science  lair  project  17  years  ago. 
Ten  years  later  he  used  it  for  his  Phi) 
thesis  at  Purdue  University  .  Then  he  put 
it  aside  for  three  years  to  teach  college, 
but  couldn't  get  it  out  of  his  mind;  so  he 
obtained  $15,000  in  1972  and  set  up 
Rovac  (for  Rotary  Vane  Air  Cycle). 


30 


FORBES,  AUGUST  15,  1977 


Touring  the  East  Coast  with  a  slide 
show,  Edwards  was  able  to  raise  an- 
other $500,000.  It  was  hardly  enough  to 
perfect  and  manufacture  his  design,  so 
in  1974  the  brash  little  company  went 
public — no  mean  feat  in  that  bear  mar- 
ket— raising  another  $2  million.  The 
price:  $5  a  unit.  "How  did  they  do  it?" 
asks  Edwards'  first  underwriter,  Stanley 
Morgenstern  of  New  York  City-based 
Bond,  Richman  &  Co.  "The  question  is 
how  did  /  do  it?  It  was  a  hard  sell, 
believe  me." 

That  was  enough  money  for  Edwards 
to  deliver  prototypes  to  General  Motors, 
Ford,  Fiat,  Chrysler,  the  Army  and  the 
Air  Force.  They  made  an  unbearable 
noise  and  were  too  heavy.  To  debug 
them,  Edwards  needed  more  money. 

Enter  Allen  &  Co.,  the  wheeler-deal- 
er investment  bankers  famed  as  the 
sponsor  of  another  hot-technology  com- 
pany, Syntex.  The  pioneer  in  hormones 
for  use  in  contraceptives,  Syntex  was  a 
spectacular  growth  stock  of  the  Sixties. 
Allen  offered  a  private  placement  in 
February  for  Rovac  that  will  bring  it  up 
to  $3.5  million,  enough  to  produce  1,000 
units  a  month. 

Bernard  Stein,  the  Allen  vice  presi- 
dent who  handled  the  deal,  says:  "What 
we  were  looking  for  was  another  Syntex. 
We  told  our  investors,  It's  a  great  crap 
shoot.  You  could  lose  everything. . .[but] 
theoretically  you  could  invest  $4.50  and 
get  back  $1,000.'  "  Among  the  people 
who  took  a  chance  at  $4.50  for  a  go  at 
$1,000  were  people  like  movie  producer 


Ray  Stark  and  former  ambassador  to 
Cuba  Earl  E.T.  Smith. 

Meanwhile,  Tom  Edwards  was  selling 
off  some  of  his  shares — almost  $1  million 
worth.  He  still  has  slightly  more  than 
half  of  the  nearly  5  million  shares  out- 
standing. That's  $1  million  in  his  bank 
account  and  another  $50  million  on  pa- 
per. Exults  Edwards:  "I'm  very  certain 
this  is  another  Xerox  or  Polaroid.  " 

Hardly  less  enthusiastic  is  E.E.  (Buzz) 
Geduld  of  Jersey  City's  Herzog,  Heine 
&  Co.,  which  makes  a  market  in  Rovac 
stock.  "It's  a  concept,"  he  says,  "and 


". .  .  'Concepts  move 
stocks.  It's  not 
technical.  [Anyone]  can 
understand  it' .  . ." 


concepts  move  stocks.  It's  not  highly 
technical.  You  can  understand  it.  I  can 
understand  it.  That's  why  the  little  guy 
buys  it." 

What  is  the  "little  guy"  buying? 

A  stock  with  a  book  value  of  just  56 
cents  a  share. 

No  sales.  No  earnings.  No  products. 

No  clear  marketing  plan  for  applica- 
tions. (Inventor  Edwards  has  tackled  the 
original-auto-equipment  market,  the 
truck-cab  food  refrigeration  market  and 
the  housing  market.  Now  he's  tackling 
the  auto  market  again — only  this  time 


with  a  new  improved  version,  he's  after 
the  consumers,  not  the  pros  in  Detroit.) 

Add  to  this  a  couple  of  brushes  with 
the  SEC — the  first  for  overselling  the 
original  private  placement,  the  second 
for  rigging  the  first  public  offering  in 
1974,  both  settled  by  a  promise  not  to  do 
it  again. 

In  a  single  hour  last  December  Rovac 
dropped  from  $30.50  a  share  to  $13.50 
for  no  apparent  reason.  The  stock  recov- 
ered the  same  day  to  $20,  about  where  it 
stands  today. 

Meanwhile,  Rovac  is  about  to  go  back 
to  the  well  for  more  money.  Edwards 
says  he  favors  a  public  offering.  Allen  & 
Co.  says  it  would  prefer  a  loan,  to  avoid 
further  diluting  the  equity. 

Rovac  could  be  another  Xerox.  On  the 
other  hand,  whenever  we  hear  about 
stocks  selling  at  fancy  prices  when  the 
company  doesn't  even  have  a  marketable 
product  yet,  we  are  reminded  of  the  one 
about  the  farmer  who  bought  a  barrel  of 
oysters  for  an  irresistible  $2.  "What's  that 
you  got?"  asked  a  friend.  "Oysters,  got 
em  for  $2  the  barrel,"  said  the  farmer. 
"That's  a  fine  price.  I'll  give  you  $4  for 
'em,"  said  the  friend.  And  sd  it  went,  until 
the  oysters  finally  changed  hands  for  $40. 
When  the  purchaser  opened  the  barrel, 
he  found  the  oysters  were  inedible.  Mad 
as  hell,  he  pursued  the  chain  right  back  to 
the  original  seller,  who  turned  out  to  be  a 
canny  old  sailor  in  a  seaport. 

"Them  weren't  eating  oysters,"  ex- 
plained the  sailor.  "Them  are'  selling 
oysters."  ■ 


A  Wing  And  A  Prayer 

Boeing  is  booming,  but  it  faces  difficult  and  crucial  decisions. 


Behind  the  euphoria  of  a  2-for-l  stock 
split,  an  increase  in  the  quarterly  dividend 
From  35  cents  to  50  cents  and  prospects  for 
Full-year  earnings  of  $7  a  share,  Boeing 
Co.'s  top  management  is  pondering  deci- 
sions whose  outcome  may  determine 
whether  Boeing  will  remain  the  world  s 
premier  builder  of  commercial  aircraft. 

The  stakes  are  huge.  Boeing  itself 
estimates  that  the  world  market  for  new 
lircraft  over  the  next  decade  will 
imount  to  $57  billion  in  1976  dollars.  If 
Boeing  continues  to  get  half  of  that,  its 
assembly  lines  will  remain  busy  right 
through  the  1980s.  Airlines  are  under 
pressure — economic  and  environmen- 
talist— to  shuck  off  noisy,  fuel-guzzling, 
;arly-generation  jets  and  replace  them 
•vith  quieter,  more  efficient  models  to 
Tieet  forecasted  traffic  growth.  But 
Boeing's  risks  to  meet  the  needs  could 
dso  be  enormous — anywhere  from  a 
ew  hundred  million  dollars  to  as  high  as 


$1.5  billion  more,  depending  on  what 
new  types  are  developed. 

Boeing's  707s,  727s,  737s  and  747s 
already  account  for  slightly  over  half  the 
world's  airline  aircraft  outside  of  the  Sovi- 
et Union  and  China — 63%  of  the  U.S. 
fleet.  Right  now,  business  is  brisk: 
Boeing's  commercial  sales  were  $2.6  bil- 
lion last  year  when  commerical  airplane 
business  brought  in  about  two-thirds  of 
the  firm's  record  $3.9  billion  in  sales. 
Through  this  past  June,  Boeing  had  $2.3 
billion  in  additional  commercial  aircraft 
orders,  That's  more  in  the  first  six  months 
than  in  all  of  last  year. 

There's  general  industry  agreement 
that  a  major  part  of  that  future  market  will 
involve  an  aircraft  in  the  180-to-200-seat 
size  to  fill  a  big  gap  that  exists  between  the 
134-passenger  727  and  the  current  wide- 
bodied  airplanes  such  as  the  270-seat 
McDonnell  Douglas  DC-10.  E.H.  (Tex) 
Boullioun,  58,  president  of  the  Boeing 


Commercial  Airplane  Co.  division,  says 
there's  no  disagreement  within  Boeing 
that  the  company  should  build  something 
for  that  market.  Any  difference  of  opinion 
there  is,  he  insists,  is  on  exactly  what  to 
produce. 

The  decision  is  an  extraordinarily 
complex  one.  For  one  thing,  there  are 
no  dramatic  technological  break- 
throughs of  the  kind  that  more  or  less 
dictated  the  design  of  some  past  jets. 
For  another,  the  airlines  were  badly 
burned  by  their  overbuying  of  exces- 
sively big  aircraft  in  the  early  1970s 
when  traffic  growth  sputtered.  This 
time  they  are  studying  the  operating 
economics  much  more  closely,  particu- 
larly in  view  of  soaring  fuel  prices.  This 
time  they  can't  afford  the  kind  of  mis- 
take so  many  made  when  they  bought 
too  many  Boeing  747s. 

Compounding  Boeing's  problem, 
there's  a  wide  variety  of  opinions  among 
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airlines  as  to  what  the  new  airliner 
should  be.  The  two  major  U.S.  airlines 
closest  to  signing  contracts  for  those 
shiny  new  airplanes — American  and 
United — have  sharply  different  ideas 
about  it.  United  is  attracted  toward  a 
two-engine  aircraft,  emphasizing  low 
operating  costs,  with  only  midcontinent 
range.  American  prefers  three  en- 
gines— better  for  overwater  flights  to 


the  Caribbean — but  the  airline  also 
wants  transcontinental  range. 

Simply  put,  Boeing's  challenge  is  not 
only  to  come  up  with  a  design  that 
attracts  airlines  with  enough  potential 
orders  to  make  a  success  of  the  pro- 
gram, but  the  manufacturer  must  also 
be  certain  that  the  airlines  that  want  the 
new  airplanes  are  able  to  get  the  financ- 
ing to  buy  them. 

The  delays  in  Boeing  s  and  the  air- 
lines' decisions  have  already  pushed  the 
program  a  year  or  two  behind  the 
schedule  that  Boeing  would  have  pre- 
ferred, says  Boeings  Boullioun.  And 
that  delay  gets  Boeing  snagged  in  a 
vicious  circle — the  longer  the  delay,  the 
more  chance  there  is  for  inflation  in 
development  costs  to  erode  whatever 
improved  operating  costs  a  new  airplane 
can  offer.  "There  is  still  a  question  of 
the  capital  cost  being  offset  by  technol- 


ogy," asserts  Edward  A.  Beamish,  the 
jolly  senior  vice  president  for  corporate 
planning  at  United.  Or,  as  Beamish  puts 
it:  "Inflation  and  the  plateau  in  technol- 
ogy are  acting  against  each  other." 

Boeing's  salesmen  have  been  knock- 
ing on  airline  office  doors  around  the 
world,  showing  off  their  latest  sketches 
and  getting  reactions.  Currently, 
they're  pushing  two  basic  models: 


The  7N7,  which  United  is  leaning 
toward,  is  basically  a  stretched  deriva- 
tive of  the  727  with  the  old-fashioned 
six-abreast  seating  and  one  aisle  down 
the  center.  It  would  have  two  of  the 
latest  so-called  high-bypass-ratio  en- 
gines hung  on  newly  designed  wings. 

But  American  prefers  the  all-new, 
somewhat  larger  7X7  which  would  be 
able  to  fly  nonstop  coast-to-coast  with 
three  of  the  latest  engines.  With  eight- 
abreast,  two-aisle  interiors,  the  7X7 
would  have  a  larger  cargo  belly. 

In  hopes  of  resolving  the  conflict, 
Boeing  has  gone  back  to  the  drawing  board 
one  more  time  to  try  to  come  up  with  a 
compromise  design.  This  would  be  the 
7N7  widened  to  seven  abreast  and  two 
aisles  that  would  be  offered  with  both  two 
and  three  engines.  Boullioun  makes  it 
clear  he'd  prefer  to  stay  with  the  narrow 
7N7  with  its  lower  development  and  oper- 


ating costs  and  come  in  with  the  7X7  two  to 
three  years  later. 

If  it  stays  hung  up  between  its  two 
prime  customers,  Boeing  stands  the 
chance  of  losing  some  sales — possibly 
plenty — to  the  European  A-300B,  a 
wide-bodied  aircraft  with  two  big  Gen- 
eral Electric  fanjets,  which  Eastern  is 
leasing  on  a  trial  basis.  Some  airlines 
say  its  230  seats  make  it  too  big  for  the 
market,  but  Richard  J.  Ferris,  presi- 
dent of  United  Airlines,  notes  that  its 
development  costs  are  behind  it. 
"Costwise,  it  is  going  to  be  very  com- 
petitive," he  says,  insisting  that  giant 
United  still  has  an  open  mind  about 
what  to  order  next. 

Other  challengers  for  the  180-to-200- 
seat  slot  include  smaller  derivatives  of 
Lockheed  Aircraft  Corp.  s  L-1011  wide- 
bodied  transport,  in  which  Delta  Air 
Lines  shows  interest.  On  the  other 
hand,  McDonnell  Douglas,  which  has 
talked  about  a  200-seat  version  of  its 
DC- 10  widebody,  apparently  has  lost 
interest  in  that  option  now. 

Whatever  the  ultimate  decision, 
Boeing  is  in  superb  financial  shape  to 
handle  it.  Its  long-term  debt  is  a  puny 
$118  million,  as  against  $1.1  billion  in 
equity  capital;  it  went  into  this  year 
with  a  huge  $550  million  in  cash  and 
equivalent,  and  retained  earnings  this 
year  could  contribute  another  $100 
million  or  so.  But  all  this  liquidity 
could  vanish  if  Boeing  made  the  wrong 
move  in  the  big-ticket  aircraft  busi- 
ness. For  all  of  Boeing's  current  pros- 
perity, the  next  few  decisions  will  be 
tough  ones.  ■ 


". . .  Whatever  the  decision,  Boeing  is  in  superb 
financial  shape  to  handle  it.  Its  long-term  debt  is  a 
puny  $118  million  against  $1.1  billion  in  equity  .  . ." 
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But  Will  It  Last? 

.ittle  Swank,  Inc.  is  doing  well 
igain,  but  memories  persist  of  its 
ecent  disaster  in  men's  toiletries. 


Vhen  Marshall  Tulin's  face  is  in  re- 
iose — which  is  not  very  often — he  looks 
is  age,  58.  But  most  of  the  time  the 
ishionably  dressed,  gray-haired  presi- 
ent  of  Swank,  Inc.  seems  to  be  throw- 
ig  off  sparks,  bursting  with  an  enthusi- 
sm  that  would  be  enviable  in  a  man 
alf  his  age. 

Just  now  he  is  more  animated  than 
ver,  for  he  is  passing  along  the  latest 
umors  in  men's  fashions.  He  says  they 
re  very  good  news  for  Swank,  Inc.,  by 
:s  own  count  the  biggest  producer  of 
len  s  fashion  accessories— cuff  links,  tie 
lips,  colognes,  belts,  billfolds  and  so 
)rth — in  the  world.  "This  fall  seems  to 
e  the  first  crack  in  the  ice  for  bringing 
ack  French  cuffs, "  he  says  happily. 
The  stores  tell  us  that  when  they  offer 
:m,  they  sell. 

"The  word  is  around  that  the  vest  is 
n  the  way  out  [you  can't  wear  a  tie 
lip  with  a  vest].  And," — here  he  low- 
rs  his  voice  confidentially — "a  very 
ood  friend  of  mine  at  Allied  Stores 
ills  me  that  high-priced  stores  are 
utting  prices  in  jeans  like  crazy  now." 
iS  he  recounts  this  one,  Tulin  be- 
omes  the  very  picture  of  bliss;  he 
links  about  all  those  Prince  Gardner 
nd  Pierre  Cardin  belts  he  will  sell  if 
len  keep  their  Levis  in  closets  and  go 
ack  to  more  formal  dress. 

Swank's  sort  of  fashion  started  its 
omeback  in  1975,  following  the  reces- 
ion,  and  that's  when  Swank's  financial 
ssults  began  recovering  from  the  past- 
lg  they  took  from  1970  through  1974. 
o-called  "body  jewelry" — fancy  neck 
hains,  men's  bracelets  and  such  that 
ould  be  worn  with  the  "leisure  look" — 
uddenly  became  very  hot.  Jewelry  led  a 
eneral  surge  in  luxury  goods  that  boost- 
d  the  company's  earnings  54%  to  $1.76 
share  that  year  and  $2.57  in  1976.  Now 
ulin  looks  forward  to  getting  another 
oost  from  more  formal  styles. 

This  year,  Tulin  projects  sales  of  $105 
ullion.  Earnings  could  run  to  $3  a 
hare — 30%  on  stockholders'  equity, 
kit  will  it  last?  Swank  had  profits  like 
bat  in  the  mid-1960s  on  the  phenom- 
nal  success  of  its  famous  men's  fra- 
rance,  Jade  East,  which  at  times  ac- 
ounted  for  close  to  half  of  Swank's 
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sales.  That  time  Swank  blew  it. 

As  the  1970s  got  under  way,  the  bot- 
tom fell  out  for  Jade  East.  "In  this  busi- 
ness, we  have  what  we  call  'diverters,' 
sighs  Tulin.  "You  try  to  confine  a  prod- 
uct like  Jade  East  to  the  better-quality 
outlets,  like  department  stores.  But  the 
diverters  will  make  a  deal  with  a  legiti- 
mate customer  to  place  an  order  for 
them  in  the  customer's  name,  or  else 
they'll  pick  up  a  retailer's  overstock,  and 
they'll  resell  it.  Pretty  soon,  your  prod- 
uct's in  every  discount  store  in  town,  at 
cut  rates.  Then  it  loses  its  snob  appeal, 
and  the  quality  stores  don't  want  to  car- 
ry it  anymore.  Pretty  soon,  the  public 
begins  to  get  tired  of  it." 


Oops!  Marshall  Tulin,  Swank's 
president  since  1958,  blew  a  golden 
opportunity  with  Jade  East. 


When  they  tired,  they  really  did  tire. 
Heavy  competition,  drawn  by  the  lush 
profit  margins  in  toiletries,  didn't  help 
much,  either.  From  $28  million  in  sales 
when  it  held  first  place  in  the  men's 
toiletry  markets,  Jade  East  has  fallen  to 
under  $2  million  today.  In  short,  the 
loss  of  popularity  was  a  disaster. 

Today's  Swank  is  better  positioned  to 
weather  another  slump  than  yester- 
day's. It  is  now  heavily  positioned  in 
relatively  steady  leather  goods — 60%  to 
65%  of  total  volume.  Unfortunately, 
leather  goods  are  less  profitable  than 
scented  water.  Swank  now  needs  more 
volume  to  earn  the  same  amount  of 
profits. 

Though  men's  toiletries  are  now 
down  to  about  8%  of  sales,  Tulin  has 
three  fragrances  in  house:  Jade  East, 
Serrano  and  the  current  strong  seller 
Royal  Copenhagen.  "And  we're  building 
that  fragrance  slowly,"  says  Tulin. 

The  company  has  also  gotten  into 
women's  jewelry  for  the  first  time.  It 
has  two  lines  in  the  $10-to-$50  range, 
one  of  sophisticated  design,  one  "more 
Middle  America."  "That  stuff  never  goes 
out  of  fashion,"  Tulin  says.  "When 
women  switched  to  tailored  suits,  they 
still  bought  pins  or  necklaces  to  set 
them  off."  He  expects  the  women's  lines 
to  do  $5  million  this  year. 

Tulin  claims  that  Swank's  greatest 
strength  is  its  marketing  machine.  "We 
have  220  salesmen  constantly  on  the 
road,"  enumerates  Tulin,  "servicing 
50,000  stores  nationwide.  We  can  and 
do  place  more  advertising  than  all  our 
competitors  combined.  We  key  it  to  7% 
of  sales,  concentrated  in  top  consumer 
magazines.  Our  ad  agency  tells  us  that's 
still  not  enough,  but  you  know,  they're 
in  business,  too."  Swank's  cornerstone 
national  medium  is  The  New  York  Times 
Magazine,  published  every  Sunday. 
"It's  not  just  the  1.5  million  circula- 
tion," says  Tulin.  "That  magazine  will 
be  on  the  desk  of  every  major  ad  execu- 
tive and  top  store  manager  in  the  coun- 
try the  following  Monday  morning." 

He  pauses,  grows  contemplative  a  mo- 
ment. "You  know,  there  s  nothing  new  in 
fashion,"  he  philosophizes.  "Everything 
just  goes  in  a  big  circle,  first  in,  then  out, 
then  in. "  He  ponders  his  company's  stock, 
which  had  been  as  high  as  43  once,  in  1966, 
and  as  low  as  3%,  in  1974.  "The  stock 
market  has  fashions,  too,"  he  observes, 
then  brightens.  "So  who  knows,  maybe 
we'll  sell  at  20  times  earnings  again  some- 
day. Why  not?"  But  that's  not  likely  as  long 
as  there  is  a  question  of  investors  who 
remember  how  badly  Swank  stumbled 
because  of  Jade  East.  ■ 
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What  do  you  see 
when  you  look  at  your 

newspaper?  It  depends  on  your  perspective. 


You  might  see  a  source  of  informa- 
tion that  helps  you  spend  your  money 
wisely,  invest  your  money  wisely,  act 
responsibly. 

You  might  see  a  source  of  employ- 
ment for  a  diversity  of  people— pub- 
lishers, printers,  journalists,  truck  drivers, 
your  12-year  old  son  perhaps. 

Or  you  might  see  the  short-lived 


We  see  all  these  things,  and  more. 
We  see  a  big  part  of  a  business  our 
employees  and  shareholders  depend  on. 

We're  one  of  the  world's  largest 
suppliers  of  paper  products:  business, 
writing,  printing,  publishing,  packaging, 
forms  papers,  corrugated  and,  of  course, 
newsprint. 

We  also  see  the  trees  that  stand 
behind  these  products,  and  we  recognize 
that,  as  the  song  says,  you  can't  have  one 
without  the  other. 

But  we  can  have  both. 

We  strive  to  manage  our  forests  in  a 
way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins.  You 
the  consumer,  worker,  investor  and 
citizen.  And  we  the  employees  and 
shareholders  of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


Does  Exxon 
Have  A  Future? 

The  day  is  coming  when  oil  alone 
can  no  longer  absorb  Exxon's  vast 
cash  flow.  What  happens  then? 


i 


Exxon  Chairman  Clifton  Garvin:  "In  the  next  several  years  we're  going  to  see  the  tightening  up  of  crude  oil  supplies." 


By  JAMES  FLANIGAN 

Given  two  major  trends,  one  geological 
and  the  other  political  and  social,  the 
mighty  Exxon  Corp.  could  be  forced  into 
at  least  partial  liquidation  within  a  de- 
cade— not  by  government  edict  as  has 
been  recently  proposed,  but  out  of  sheer 
frustration.  It  probably  won't  happen. 
But  it  could. 

Unless  the  presently  unexpected  oc- 
curs, the  world's  petroleum  reserves  are 
within  a  few  years  of  their  peak  and  will 
begin  a  slow  decline  to  the  point  where 
oil  and  gas  will  be  too  valuable  to  use  as 
energy.  Of  the  oil  that  is  left,  an  increas- 
ing amount — as  in  the  North  Sea — is 
being  taken  by  government  oil  compa- 
nies. This  fact  alone  means  that  Exxon's 
future  is  in  question. 

Faced  with  such  a  situation,  most  cor- 
porations wouid  choose  to  diversify,  per- 
haps to  conglomerate.  But  who  would 
Exxon  acquire  that  would  make  much 
difference  to  its  future?  Atlantic  Rich- 
field acquired  Anaconda,  but  in  its  best 
year  Anaconda  would  only  have  contrib- 
uted 20  or  30  cents  a  share  to  Exxon's 
earnings.  Short  of  acquiring  something 
as  big  as  Procter  &  Gamble,  Exxon 
would  be  hard  put  to  make  a  worthwhile 
acquisition — and  Procter  &  Gamble  is 
not  for  sale.  U.S.  Steel?  Would  Exxon 
want  it?  And  if  it  did,  would  the  Justice 
Department  sit  still? 

Exxon  itself  would  prefer  a  different 
way  out.  It  would  like  to  use  its  huge 
resources — technological,  managerial 
and  financial — to  develop  other  forms  of 
energy.  Even  its  small  diversification  ef- 
forts— grouped  in  a  venture-capital  divi- 
sion named  Exxon  Enterprises  Inc. — 
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reflect  this  attention  to  energy.  Exxon 
has  invested  some  minimal  amounts  in 
fledgling  office-products  companies,  but 
far  more — over  $200  million — in  areas 
such  as  solar  energy  and  nuclear  fuel 
processing.  But  here,  too,  there  are 
problems.  An  alliance  between  some  lib- 
eral congressmen  and  professional  bu- 
reaucrats seems  determined  to  prevent 
Exxon  from  doing  in  coal  and  in  nuclear 
and  solar  energy  what  it  has  done  in  oil. 

The  question  of  whether  oil  companies 
should  be  allowed  to  develop  other  ener- 
gy sources,  such  as  coal  or  uranium,  is 


and  finances.  There  are  many  people  in 
Washington  who  think  the  oil  companies 
are  already  too  big,  too  powerful.  The 
effort  to  break  them  up  seems  to  have 
lost  its  impetus.  Therefore,  the  best  way 
to  check  their  growth  and  their  alleged 
power  seems  now  to  be  to  keep  them  out 
of,  or  restrict  their  growth  into,  other 
forms  of  energy. 

It  is  not  hard  to  understand  why  many 
people  are  appalled  by  the  sheer  size  of 
Exxon.  Exxon  is  a  breathtaking  organiza- 
tion. Its  revenues  this  year  should  hit 
$55  billion  and  could  be  $100  billion  by 


". .  .  Short  of  acquiring  something  as  big  as  Procter  &  Gamble, 
Exxon  would  be  hard  put  to  make  a  worthwhile 
acquisition — and  Procter  &  Gamble  is  not  for  sale  .  . ." 


before  the  Congress  now  in  two  bills. 
One  is  proposed  by  Representative  Mor- 
ris Udall  (D — Ariz.),  the  other  by  Sena- 
tor Edward  Kennedy  (D — Mass.). 
Udall's  bill  would  prevent  companies  en- 
gaged, say,  in  coal — as  most  oil  compa- 
nies are — from  bidding  on  federal  oil 
leases.  It  is  not  going  anywhere  this  ses- 
sion, partly  because  it  would  practically 
cripple  U.S.  efforts  to  begin  exploration 
of  the  continental  shelf.  Teddy  Kenne- 
dy's bill  would  prohibit  oil  companies 
from  purchasing  more  coal  or  uranium 
properties  and  require  them  to  sell  those 
they  have  within  three  years.  It,  too,  is 
not  conceded  much  chance  this  session. 

The  issue  won't  go  away,  however.  It 
will  come  up  again  and  again,  as  will 
repeated  "investigations,"  like  the  one 
just  announced,  of  oil  company  pricing 


the  mid-Eighties.  Its  earnings  last  year 
were  $2.6  billion  and  will  be  higher  this 
year:  its  annual  cash  flow  is  $4  billion- 
plus  and  rising;  by  the  early  Eighties 
cash  flow  could  be  $7  billion  a  year  or 
more.  (Last  month's  mildly  disappoint- 
ing second-quarter  earnings  report — 
down  3.4% — was  a  statistical  decline  due 
to  foreign  exchange  translations,  the 
company  explained;  operating  earnings 
were  up  11.7%.) 

Its  sales  last  year  of  $48.6  billion 
dwarfed  every  other  U.S.  company  ex- 
cept General  Motors.  Exxon's  earnings 
were  three  times  those  of  Texaco  and  2.7 
times  those  of  Mobil,  to  say  nothing  of 
more  than  2.5  times  those  of  General 
Electric  and  Ford  Motor.  We  have  big 
companies  in  America:  U.S.  Steel,  du 
Pont,  Eastman  Kodak.  But  Exxon's  earn- 


37 


"o 
Q 

O  4 


i  :« 

o 


U  2 


A  Perplexity  Of  Riches 


Exxon's  cash  flow  has  been  rising 
fast,  reaching  $4  billion  last  year 
and  heading  toward  an  almost  cer- 
tain $7  billion.  Last  year  it  spent 
it — and  a  bit  more — holding  down 
dividend  payout  to  help  finance 
capital  projects.  But  what  happens 
when  oil  no  longer  offers  the  in- 
vestment opportunity  it  does  to- 
day? Will  Exxon  be  permitted  to 
expand  into  other  forms  of  energy? 
Or  will  it  end  up  paying  out  most  of' 
this  its  huge  cash  flow  to 
stockholders? 


Cash  Dividends  To 
Exxon  Shareholders 


'82  est. 


in^s  arc  six  times  those  of  U.S.  Steel, 
more  than  five  times  those  of  (hi  Pont 
and  over  lour  times  those  oi  Kodak. 

Furthermore,  because  Ol  early  appre- 
ciation ol  the  way  change  was  coming  to 
the  Middle  East,  Exxon  is  better  Situat- 
ed today  than  any  other  oil  company.  It 
has  huge  income-producing  properties 
just  opening  up  in  the  North  Sea  and  in 
Alaska's  North  Slope.  By  1980  each  of 
these  will  be  bringing  between  $4(K)  mil- 
lion  and   $!">()()   million    net    income  to 

Exxon.  The  company's  earnings  by  1982 
will  very  likely  be  around  $4.4  billion — 

nearly  $10  a  share. 

Besides  this,  enormous  amounts  of 
money  will  roll  into  Exxon  in  the  early 
years  ol  North  Sea  production,  as  much 
as  $10  to  $11  cash  flow  per  barrel  pro- 
duced, much  of  it  due  to  the  accelerated 
depreciation   mandated  by  the  British 

government.  Exxon  will  normalize  such 

a  flow  for  accounting  purposes  by  putting 
amounts  representing  British  taxes  into  a 
deferred  taxes  account.  But  the  cash  will 
be  there  lor  the  spending. 

This  for  a  company  that  is  already 
virtually  debt  bee.  Exxon  has  $3.7  bil- 
lion of  long-term  debt;  on  the  other 
hand,  it  has  $5  billion  in  cash  and  mar- 
ketable securities.  The  only  reason  it  has 
taken  on  debt  in  the  last  two  years  is 
because  government  regulations,  not  fi- 
nancial requirements,  warranted  it:  I'he 
Federal  Power  ('oi  ission  demanded 


that  the  Alaska  pipeline  be  separately 
financed;  the  British  government, 
through  interest  relief  grants,  encour- 
aged borrowing  for  some  North  Sea 
work.  Senior  Vice  President  lor  Finance 
Jack  F.  Bennett  foresees  no  need  for 
outside  financing  for  operations  or  cap- 
ital plans  in  the  near  future. 

This  huge  pile-up  of  assets  cannot  be 
blamed  on  any  reluctance  of  Kxxon  to 


In  the  Middle  Fast,  where  most  of  the 
oil  is,  the  producing  nations  may  still 
need  Exxon's  technical  help,  but  not  its 
dollars.  Mexico  is  financing  its  own  oil 
development. 

So,  unless  it  can  go  into  other  energy 
areas,  coal  in  particular,  Exxon  faces  a 
real  dilemma.  Should  it  pay  out  most  of 
its  earnings  to  shareholders  rather  than 
invest  them?  This  would  be  a  disguised 


".  .  .  It  has  invested  over  $2  billion  in  Alaska  .  .  .  and 
simultaneously  poured  $1.4  billion  into  development 
in  the  North  Sea.  Exxon  hasn't  felt  a  strain  .  .  ." 


spend  money  on  oil.  It  plans  laying  out 
$4.4  billion  a  year  for  capital  projects 
from  1977  through  1981.  Opening  up 
new  areas  in  the  continental  shelf  will 
cost  big  money,  and  Exxon  is  spending 
$3  billion  a  year  on  energy  exploration 
and  development.  It  has  invested  over 
$2  billion  in  Alaska  over  the  last  seven 
years  and  simultaneously  poured  $1.4 
billion  into  development  in  the  North 
Sea.  As  its  current  financial  position 
makes  clear,  Fxxon  hasn't  felt  a  strain. 

But  still  the  money  will  pile  up.  Exxon 
President  Howard  (1.  Kaufbnan  recently 

(old  Dallas  security  analysts  that  the 
company's  problem  is  not  lack  of  cash, 
bui  lack  ol  opportunity. 


form  of  partial  liquidation,  but  if  Con- 
gress eventually  goes  along  for  some 
kind  of  "integration"  of  personal  and  cor- 
porate income  taxes  (Fobbes,  Aug.  1), 
the  pressure  for  it  could  mount. 

Exxon  knows  what  it  would  prefer  to 
do  with  its  surplus  cash  flow.  The  com- 
pany through  last  year  had  invested 
some  $150  million  in  coal — not  through 
acquisition,  mind  you,  but  through  from- 
the-ground-up  development.  Since  1967 
it  has  been  purchasing  coal  leases  and 
water  rights  in  the  Bocky  Mountains  and 
now  owns  leases  on  reserves  of  8.4  bil- 
lion tons — making  it  the  fifth-largest 
holder  of  U.S.  coal.  It  is  opening  a  mine 
this  year  in  Wyoming,  starting  construc- 
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tion  on  another.  It  has  two  mines  operat- 
ing in  Illinois  and  is  preparing  a  fifth 
mine  in  West  Virginia. 

By  1985  Exxon  hopes  to  have  nine  coal 
mines  operating  and  to  be  producing  40 
million  tons  a  year  of  coal,  which  it  will 
sell  to  utilities  for  power  generation.  But 
what  is  that  to  Exxon?  If  it  earned  even 
$120  million  from  coal,  the  business 
would  contribute  less  than  3%  of  Exxon's 
earnings  at  that  time.  Exxon  clearly  has 
the  ability  to  put  far  more  into  coal.  But 
will  it  be  permitted  to? 

What  For  An  Encore? 

Before  Alaska  began  producing  this 
year,  Exxon's  oil  production  in  the  U.S. 
had  been  declining  4%  a  year  since  1972. 
In  the  early  1980s,  while  Alaska  and  the 
North  Sea  pump  in  new  earnings,  in- 
come from  the  European  gas  fields, 
which  last  year  gave  Exxon  some  $420 
million  of  earnings,  will  be  declining. 

There  is  the  possibility — even  the 
probability- — that  the  continental  shelf 
holds  a  great  deal  of  gas  and  oil.  But  even 
this  is  unlikely  to  absorb  the  $7  billion 
cash  flow  a  year  that  Exxon  will  have 
within  five  years. 

Chairman  Clifton  Garvin  is  55  years 
old  and  therefore  destined  for  a  long 
tenure  at  Exxon's  helm.  He  will  guide 
the  company  through  the  beginning  of 
this  period  of  transition  in  energy — for 
the  company  and  the  U.S. — and  he  will 
have  to  decide  what  to  do  with  the  cash 
flow.  Invest  it?  Or  pay  it  out? 

Garvin,  a  Portsmouth,  Va.-born 
chemical  engineer,  is  a  large,  mildly  lo- 
quacious man.  The  best  word  to  describe 
his  manner,  displayed  before  an  annual 
meeting  of  shareholders  or  up  close,  is 
avuncular.  He  seems  unflappable.  Lis- 
ten to  Cliff  Garvin  on  what's  ahead: 

"It's  too  early  in  the  game  to  say  there 
are  not  opportunities,  and  ample  oppor- 
tunities, to  spend  a  lot  of  capital  money. 
We've  made  it  clear  that  going  in  the 
coal  business  is  one  of  our  strong  desires. 
It's  motivated  by  several  things.  One,  in 
the  short  term,  is  its  use  in  power  gen- 
eration, but  longer-term  there  is  no 
doubt  in  my  mind  we're  going  to  see  an 
awful  lot  of  coal  converted  into  liquids 
and  gas.  You  don't  see  that  in  the^Carter 
message,  but  it's  in  the  next  ten  years. 

"The  way  I  read  that  is  very  practical- 
ly. It's  almost  impossible  to  get  any  sub- 
stantial amount  of  energy  through  these 
sources  during  this  next  ten-year  period. 
It's  the  next  stage  beyond  that.  But  if  you 
look  at  the  costs,  the  capital  costs  in- 
volved in  that  kind  of  conversion,  I  think 
it's  only  going  to  be  a  question  of  how 
much  does  a  corporation  want  to  invest 
in  that  kind  of  thing.  Because  I  think  you 
could  sink  as  much  money  as  anybody 
could  possibly  talk  about  in  going  into 
these  synthetics.  They  just  eat  up  so 
much  capital. 

"Also,  we  have  opted  to  participate 


pretty  strongly  in  phases  of  the  nuclear 
business."  That's  putting  it  mildly. 
Exxon  has  said  it  is  willing  to  build  a 
plant  for  enriching  uranium,  the  phase  in 
nuclear  energy  heretofore  reserved  for 
classified  government  facilities  like  Oak 
Bidge,  Tenn.  For  the  present,  the  gov- 
ernment is  going  to  keep  that  franchise. 
President  Carter  has  announced  that  the 
government  will  build,  for  $4.5  billion,  a 
new  uranium  enrichment  facility  at 
Portsmouth,  Ohio,  using  a  new  and  less- 
energy  intensive  enrichment  method 
called  gas  centrifuge.  Still,  Garvin  and 
Exxon  persist  in  the  hope  that  they  can 
get  into  this  very  expensive  business  in 
the  mid-Eighties  when  another  enrich- 
ment plant  would  be  needed  in  the  U.S. 

The  government,  comments  Garvin, 
"has  left  dangling  the  carrot  that  down 
the  road  these  opportunities  might  be 


made  available  to  the  private  sector. 

"Now  we've  indicated  our  interest  in 
pursuing  that.  We  haven't  made  the  de- 
cision because  we  haven't  had  to  yet. 
ERDA  [Energy  Research  &  Develop- 
ment Administration]  has  indicated  that 
they  want  to  have  a  number  of  entities  in 
the  private  sector,  as  government  con- 
tractors, to  build  and  operate  the  first 
stages  of  centrifuge  capacity.  We  may  or 
may  not  opt  to  do  that.  If  we  do,  it  would 
be  in  the  hope  that  it  would  lead  us  to 
the  opportunities  to  make  investments 
down  the  road." 

To  build  a  plant  for  the  liquefaction  or 
the  gasification  of  coal  would  cost  $1.5 
billion  today;  a  uranium-enrichment 
plant  would  cost  no  less  than  $4.5  bil- 
lion. Where  other  companies  would  nec- 
essarily quail  at  such  amounts,  Exxon  is 
fairly  itching  to  spend  them. 


Let  The  Sun  Shine:  "This  country  will  have  to  go  solar,"  Garvin  told  the 
annual  meeting.  .  .  .  "by  the  end  of  this  century,  certainly  in  the  21st." 


Early  Research:  Exxon  has  worked 
on  coal  liquefaction  since  1966,  partly 
at  this  Baytown,  Tex.  pilot  plant. 


Exxon  sees  worldwide  growth  of  nu- 
clear power  at  17%  a  year  between  now 
and  1990.  As  Garvin  puts  it,  "The  U.S. 
may  be  hung  up  today  over  whether 
things  like  breeder  reactors  should  go 
ahead.  But  we're  very  much  of  the  opin- 
ion that  in  time  the  world  is  going  to  shift 
and  opt  and  recognize  that  more  and 
more  of  its  energy  generation  is  going  to 
have  to  come  from  nuclear.  The  gamble 
we're  taking  is  that  there  will  be  a  place 
for  the  private  sector." 

Exxon  is  already  in  some  phases  of  the 
nuclear  business — as  a  supplier  of  fuel 
cores  and  as  a  miner  of  uranium.  Its 
investment  in  the  business  to  date  is 
roughly  $150  million,  about  the  same 
amount  it  has  put  into  coal.  For  the 
future  it  sees  its  role  as  being  in  every 
phase  of  the  nuclear  fuel  cycle,  with  the 
business  centered  on  the  very  expensive 
"refining"  or  enriching  function. 

In  coal  conversion  Exxon  today  is  pre- 
paring to  put  up  $75  million  to  ERDA's 


$120  million  (the  Electric  Power  Re- 
search Institute  and  Phillips  Petroleum 
are  other  partners)  to  build  a  $240-mil- 
lion  pilot  plant  for  the  liquefaction  of 
coal.  The  pilot  plant  will  turn  250  tons  of 
coal  a  day  into  600  barrels  of  oil.  By>1982 
the  pilot  plant  will  have  been  working 
2'/2  years.  If  it  is  successful,  Exxon  plans 
to  follow  with  a  commercial  facility  for 
coal  liquefaction  which  would  begin  op- 
eration in  1986.  The  commercial  plant 
would  turn  25,000  tons  of  coal  into 
60,000  barrels  a  day  of  oil.  It  would  cost 
$1.5  billion  if  built  today. 

In  coal  gasification,  Exxon  has  devel- 
oped its  own  catalytic  process  and  looks 
forward  to  signing  an  agreement  with 
ERDA  at  the  beginning  of  1978  for  coop- 
eration and  funding  on  a  pilot  plant.  In 
Exxon's  estimation  a  commercial  gas- 
from-coal  plant  using  its  process  is  possi- 
ble by  1988. 

But  given  such  costs,  can  the  output  of 
such  pioneer  commercial  plants  really  be 


dustries  do  not.  He  grants  that  infusing 
oil  company  technical  skills  into  those 
industries  could  bring  the  nation  some- 
thing very  useful.  Says  O'Leary:  "I  think 
you  have  to  regard  the  oil  industry  as  a 
national  asset  of  no  mean  value." 

But  then  O'Leary  changes  tone  and 
wonders  whether  it  is  sound  policy  to 
allow  the  oil  companies  to  dominate  coal 
and  uranium  as  they  do  oil.  "We  are 
moving  in  the  direction  where  we  are 
going  to  have  a  single  energy  system," 
he  says.  "The  question  comes  down  to: 
Do  you  want  this  whole  energy  system 
managed  by  a  relatively  small  group  of 
people — of  which  Exxon  is  a  leader?" 

To  the  question  of  who  else  could  or 
would  do  it,  O'Leary  responds  that  per- 
haps purchasers  of  coal  or  uranium — the 
utilities — could  put  up  the  financing. 
This,  however,  would  be  like  a  muzzled 
dog  or  tethered  horse  from  the  very 
first — government  regulated  finance  in 
which  an  allowable  rate  of  return  would 


".  .  .  'The  oil  industry  is  more  competent,  with  a 

longer  and  better  track  record  in  the  sheer  political  arena 

in  this  country  than  any  other  pressure  group'  .  .  ." 


called  commercial?  Not  today,  certainly, 
but  what  might  be  the  cost  of  imported 
energy  in  1986?  If  the  world  oil  price 
merely  follows  inflation  at  5%,  it  will  be 
around  $22  per  barrel  landed  in  the  U.S. 
at  that  time. 

Exxon  is  not  the  only  company  con- 
templating coal  conversion.  The  natural- 
gas  pipeline  companies  (Panhandle  East- 
ern, Texas  Eastern  and  El  Paso  Co.), 
looking  to  a  supply  of  future  product  as 
U.S.  gas  deposits  dwindle,  have  large 
ventures  in  mind.  The  trouble  is  the 
financing.  The  cost  of  such  plants  could 
mean  borrowings  equal  to  the  compan- 
ies' total  equities.  Banks  are  not  ready  to 
lend,  nor  are  companies  ready  to  bor- 
row, such  life  or  death  amounts  for  pio- 
neering and  risky  ventures.  Exxon,  on 
the  other  hand,  needn't  even  ask  the 
bankers.  It  is  financially  self-sufficient, 
or  nearly  so. 

Will  the  government,  will  the  Con- 
gress, let  Exxon  have  a  relatively  free 
hand  to  go  where  it  will? 

John  O'Leary  is  administrator  of  the 
Federal  Energy  Administration — the 
equivalent,  as  he  himself  has  pvit  it,  of 
Assistant  Secretary  of  Energy  in  the  new- 
Cabinet  department.  O'Leary  has  a 
reputation  of  understanding  the  energy 
industry  better  than  anybody  else  in  the 
Carter  Administration.  O'Leary  admires 
the  oil  companies,  calls  them  nothing 
less  than  "the  archetypal  managers  of 
large  enterprises  in  this  age." 

O'Leary  concedes  that  the  oil  compa- 
nies have  technical  skills  of  a  high  order, 
as  the  traditional  coal  and  uranium  in- 


be  set  as  often  for  political  as  economic- 
reasons.  What  is  wrong  with  the  oil  com- 
panies doing  it?  O'Leary  brings  up  his 
objection:  "You  have  Here  a  subtle  point 
that  is  not  reached  by  classic  antimonop- 
oly  law.  And  that  is  the  attitude  and  the 
demonstrated  capacity  of  the  oil  industry 
to  have  its  way  with  the  system.  The  oil 
industry  is  probably  more  competent, 
with  a  longer  and  better  track  record  in 
the  political  arena  in  this  country  than 
any  other  pressure  group;  maybe  the 
railroads  are  as  good  'from  a  historical 
perspective,  but  they  haven't  done  as 
well  as  the  oil  companies  lately." 

O'Leary  talks  of  the  oil  industry  domi- 
nating public  policy.  He  talks  of  the  oil 
lobby  the  way  President  Carter,  angered 
at  having  parts  of  his  energy  program 
changed  in  Congressional  committee, 
lashed  out  recently  at  it. 

And  yet  sophisticated  observers  of 
Washington  know  that  the  power  of  the 
oil  lobby  has  declined  in  recent  years, 
especially  since  oil  became  fair  game 
politically  after  the  gasoline  shortages 
and  subsequent  price  rises  of  early  win- 
ter 1973.  The  oil  lobby  is  not  nearly  so 
powerful  today  as  it  was  in  the  days  when 
Lyndon  Johnson  of  Texas  was  leader  of 
the  Senate,  Sam  Rayburn  of  Texas  was 
Speaker  of  the  House,  Albert  Thomas  of 
Texas  was  head  of  the  House  Appropri- 
ations Committee  and  the  most  powerful 
senator  bar  none  was  Oklahoma  oilman 
Robert  Kerr,  cofounder  of  Kerr-McGee. 
Those  days  are  long  gone. 

O  Leary  knows — and  every  politician 
and  bureaucrat  knows  at  heart — that  the 
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oil  industry  cannot  seriously  challenge 
the  government.  The  real  issue  is  some- 
thing else.  It  is  probably  no  exaggeration 
to  say  that  politicians  and  bureaucrats, 
consciously  or  unconsciously,  are  jealous 
of  the  wealth  and  proficiency  of  the  oil 
industry;  its  independence  disturbs 
them.  They  would  like  to  annex  that 
proficiency  to  government;  if  not  annex 
it,  then  at  least  tightly  control  it.  The 
free  market  is  too  messy,  too  unpredict- 
able for  their  file-cabinet  way  of  think- 
ing. The  solution  of  many  politicians, 
Congressional  staff  members  and  gov- 
ernment agency  officers  is  to  break  the 
ail  industry  down  to  smaller  units.  This, 
in  their  way  of  thinking,  would  make  the 
business  more  "responsive"  to  the  peo- 
ple. It  would  also  make  the  business 
more  easily  controllable  by  the  govern- 
ment, whose  "responsiveness"  the  bu- 
reaucrats never  question. 

John  O'Leary  knows  that  the  issues 
ire  more  subtle  than  that,  but  he  feels 
that  through  Congress  the  country 
ihould  debate  and  decide  whether  it 
,vants  the  big  oil  companies  to  control 
:he  energy  system  or  should  another  way 
3e  found,  using  smaller  companies.  "It 
>eems  to  me,"  O'Leary  says,  "that  it 
jffers  a  very,  very  fundamental  problem 
)f  public  policy  that  ought  to  be  looked 
it  by  the  executive  branch  and  the 
Congress." 

Of  course,  Exxon  and  its  competitors 


either  take  the  cash  flow  that's  coming  in 
from  current  successful  kinds  of  invest- 
ments and  give  it  all  back  to  our  share- 
holders so  they  may  make  the  choices  on 
what  they  want  to  do.  Or  we  could  make 
those  decisions  that  would  lead  us  in 
other  directions,  into  other  fields." 

Since  the  latter  course — conglomera- 
tion— is  not  a  realistic  possibility,  then  it 
would  appear  that  if  the  government 
thwarts  Exxon's  move  into  coal  and  nu- 
clear energy,  the  company  may  well  go 
in  for  what  will  amount  to  controlled 
liquidation. 

The  ultimate  decisions  could  go  in  ei- 
ther direction. 

On  the  wall  of  Federal  Trade  Commis- 
sion Chairman  Michael  Pertschuk's  of- 
fice is  a  quotation  from  Adam  Smith: 
"The  interest  of  the  provider  ought  to  be 
attended  to  only  so  far  as  it  may  be 
necessary  for  promoting  that  of  the  con- 
sumer." Pertschuk,  respected  in  Wash- 
ington as  a  smart  and  practical  fellow 
since  his  days  as  chief  counsel  of  the 
Senate  Commerce  Committee,  has  this 
to  say  against  companies  like  Exxon: 
"This  economic  size  means  economic 
and  political  power.  I  think  that  concen- 
trating economic  and  political  power  in 
an  entity  in  our  society  is  antithetical  to 
the  democratic  tradition." 

Sure  it  is.  But  how  can  a  democrat 
(small  "d")  proffer  government — itself 
swollen  and  nearly  all-powerful — as  an 


'.  . .  'We  could  take  the  cash  flow  from  current 
successful  investments  and  give  it  all  back  to  our 
shareholders  so  they  may  make  the  choices'  .  .  ." 


lave  been  able  to  achieve  the  things 
hey  have  because  the  free  market  has 
»iven  them  huge  profits — in  that  sense, 
consumers  have  paid  for  Exxon's  prog- 
ess.  But  they  have  also  greatly  benefit 
ed  from  them  in  terms  of  a  wonderfully 
?fficient  system.  Would  it,  then,  be  a 
)ad  thing  if  Exxon  were  to  use  surplus 
profits  from  oil  to  develop  the  coal  ener- 
gy and  to  help  develop  nuclear  and  solar 
mergy?  Certainly  no  other  existing  in- 
lustry  could  so  easily  and  quickly  raise 
he  kind  of  money  needed.  The  govern- 
nent  could  do  so,  but  the  government 
;annot  operate  more  efficiently  than  pri- 
vate industry  can.  It  would  merely  be 
ransferring  the  burden  of  development 
rom  energy  users  to  all  the  taxpayers.  If 
he  oil  companies  are  prevented  from 
ising  their  surplus  cash  to  develop  other 
brms  of  energy,  this  is  precisely  what 
nust  happen. 

Listen  to  Exxon's  Clifton  Garvin:  "If  it 
urns  out  that  we're  going  to  be  denied 
hose  opportunities  to  work  in  the  ener- 
gy field  through  a  combination  of  gov- 
:rnmeni  action  or  what-have-you,  then 
ve'd  have  two  basic  choices.  We  could 


antidote  to  too-big  business? 

Concentration  of  economic  power  is  a 
problem,  but  not  just  when  corporations 
wield  it.  If  Commissioner  Pertschuck 
wants  a  motto  for  his  wall  instead  of  a 
highly  idealized  portrait  of  beneficial 
Government  versus  malevolent  Busi- 
ness-, he  might  settle  on  something  along 
these  lines: 

Business  profits  and  government  taxes 
are  but  two  sides  of  the  same  coin.  To- 
gether with  savings  they  comprise  the 
surplus — the  sum  total  of  dinners  done 
without — with  which  the  American  peo- 
ple satisfy  their  collective  needs.  The 
bulk  of  profits  are,  after  all,  reinvested  to 
provide  for  our  future  wants.  And  gov- 
ernment gets  the  lion's  share  of  our  na- 
tional surplus:  Total  corporate  cash 
flow — profits  after  taxes  and  depreci- 
ation— came  to  $155  billion;  total  gov- 
ernment tax  receipts  came  to  $517  bil- 
lion. Sure,  Exxon's  cash  flow  is  $4 
billion-plus  and  rising;  but  the  Energy 
Research  &  Development  Agency's  cash 
flow  is  $7  billion-plus,  and  rising.  Big 
government  is  about  three  times  bigger 
than  big  business. 


Certainly  it  is  possible  to  run  an  eco- 
nomic system  with  taxes  instead  of  prof- 
its. Increasingly,  Britain  is  doing  so.  The 
history  of  a  century  of  regulation  of  the 
railroads — a  history  of  enterprise  de- 
nied, investment  opportunities  forbid- 
den— proves  that  we,  too,  can  make  the 
same  mistake. 

The  question  before  the  house  is 
whether  Americans  want  further  to  nar- 
row the  area  of  private  economic  deci- 
sion-making and  further  to  broaden  the 
area  of  government  decision-making. 
Exxon's  future  depends  on  the 
answer.  ■ 


Defrosted  Reserve:  Alaska's  North 
Slope  oil  reverses  a  declining  trend 
in  Exxon's  U.S.  oil  production. 
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Nothing  To  Lose 

But  Their  Chains  

Arise,  ye  prisoners  of  regulations,  argues  United  Airlines. 


Richard  Ferris,  the  youngish  (40) 
president  and  chief  executive  officer  of 
United  Airlines,  hasn't  been  very  popu- 
lar with  his  fellow  airline  executives 
lately.  Ferris  has  announced  that  United 
will  endorse  S.  689  (the  "Cannon-Ken- 
nedy bill  "),  federal  legislation  aimed  at 
loosening  the  control  of  the  Civil  Aero- 
nautics Board  over  the  U.S.  air  transport 
industry— legislation  that  nearly  all  the 
other  major  carriers  bitterly  oppose. 
Most  of  United's  competitors  regard  the 
proposed  reform  as  being  hurtful  to  their 
interest  without  offering  compensatory 
advantages.  They  feel  it  would  throw  the 
industry  into  chaos,  with  everyone  try- 
ing to  horn  in  on  the  most  lucrative 
routes. 

"I  suppose  the  easiest  thing  for  me  to 
have  done  would  have  been  to  go  along 
with  the  troops,"  sighs  Ferris.  "But  we 
kept  looking  at  the  rate  of  return  of  the 
industry  over  the  past  few  years;  it's 
been  on  a  dismal,  downward  trend  ever 
since  1967.  You  ask  yourself:  Is  anything 
going  to  be  different  in  the  next  20  years 
than  the  last  20?  And  honestly,  we  have 
to  say,  No,  we  can't  see  that  it  will. 
The  CAB,  Ferris  adds,  could  easily  wind 
up  doing  to  the  airlines  what  the  Inter- 
state Commerce  Commission  did  to  the 
railroads. 

Actually,  United's  stand  in  favor  of 
deregulation  isn't  motivated  solely  by 
idealism.  There  s  a  healthy  element  of 
self-interest  involved.  It  can  be  largely 
explained  in  a  single  phrase:  excess  ca- 
pacity. United  has  plenty  of  it.  Its  fleet  of 
364  aircraft  spends  an  average  of  6.1 
hours  per  day  in  the  air,  vs.  an  industry 
averagv'  of  7.2  hours.  If  United  could 
take  on  enough  new  routes  to  bring  its 
fleet  utilization  up  to  the  industry  aver- 
age, it  could  earn  millions  of  dollars  in 
extra  revenues— more  than  enough. 
United  hopes,  to  compensate  it  for  any 
rate-cutting  that  might  ensue  from  the 
various  airlines  cutting  in  on  each  other's 
prize  routes. 

Under  current  regulation.  United  has 
received  virtually  no  new  route  authority 
for  the  past  eight  years,  and  has  been 
frozen  into  a  route  pattern  that  has  led  to 
inefficient  use  of  capacity;  indus- 
try s  largest  carrier,  it  has  been  punished 
by     Washington's  bigness-is-badm 


smallness-is-virtue  bias. 

"Do  we  know  what  is  going  to  happen 
if  the  new  law  passes?"  Ferris  asks  rhe- 
torically. "Hell,  no.  But  as  for  all  of  this 
talk  about  mayhem  in  the  industry,  I 
can't  believe  that  people  are  that  irratio- 
nal. And  we  do  know  this:  If  we  go  the 
way  the  industry  is  presently  going,  then 
we  are  going  to  be  in  trouble." 

After  1970,  the  airline  industry's  exu- 
berant growth— 15%  a  year,  in  revenue 
passenger  miles— suddenly  screeched  to 
a  halt;  it  has  since  averaged  about  5.5%. 
Having  captured  an  overwhelming  80% 
of  all  purchased  (that  is,  nonauto)  inter- 
city travel,  the  airlines  could  no  longer 
gain  much  in  market  share. 

For  United,  the  new  era  of  slowed 
growth  has  made  it  all  the  more  frustrat- 
ing to  be  denied  new  routes.  The  airline 
is  saddled  with  a  route  structure  that 
(except  for  its  mainland- Hawaii  flights) 
consists  largely  of  high-cost  short  hauls. 
Since  fares  on  many  of  those  routes 
haven  t  risen  nearly  as  fast  as  costs,  Unit- 
ed has  become  a  textbook  example  of  a 
marginally  profitable  airline  whose  for- 
tunes rise  and  fall  with  the  gross  national 
product.  In  1976  UAL  Inc.,  United's 
parent,  earned  just  $19  million  on  $2.9 
billion  in  revenues,  a  paltry  2.4%  return 
on  the  company's  well-leveraged  equity. 
In  the  seven  completed  fiscal  years  in 
this  decade,  UAL  had  deficits  in  three. 

Downside  Regulation 

Interestingly  enough,  deregulation 
has  to  some  extent  already  arrived— but 
only  on  the  downside;  the  CAB  has  re- 
cently approved  an  unusually  large  num- 
ber of  requests  for  deep-discount  fares 
(such  as  the  "Super-Saver"  transconti- 
nental fare  initiated  by  American  Air- 
lines last  April)  and  new  charter  systems 
(such  as  the  Advance  Booking  Charter, 
which  requires  only  that  you  purchase 
your  ticket  30  days  in  advance  on  domes- 
tic flights,  45  on  European). 

United,  with  its  low-density,  short- 
haul  route  system,  would  also  like  the 
sort  of  upside  fare  flexibility  that  regula- 
tory reform  involves.  (Under  Cannon- 
Kennedy,  a  carrier  could  lower  its  fares 
35%  or  raise  them  10%  in  one  year  with- 
out CAB  approval.)  While  price  wars 
may  rage  on  the  heavily  traveled  Fast 


Richard  Ferris:  United's  short  hops 
cause  much  aircraft  downtime.  Easier 
route  entry  could  take  up  the  slack. 


Coast-California  routes,  fares  could  easi- 
ly rise  on  United's  numerous  flights  be- 
tween small  cities  under  a  looser  regula- 
tory environment. 

As  for  greater  route  entry  freedom, 
United  has  apparently  concluded  that 
Cannon-Kennedy  (which  restricts  the 
growth  of  larger  carriers  in  favor  of  small- 
er ones)  is  the  best  deal  it's  likely  to  get. 
Says  Monte  Lazarus,  United's  senior 
vice  president  for  federal  affairs:  "The 
automatic  [routel  entry  provision,  while 
still  not  totally  to  our  liking,  is  accept- 
able." Adds  Ferris:  "In  all  honesty,  what 
have  we  received  over  the  last  umpteen 
years?  Nothing  but  more  and  more  com- 
petition on  our  own  routes.  " 

So  now  that  airline  deregulation  has 
been  watered  down  from  the  original 
concept  of  no-holds-barred  competition 
to  a  gradual  loosening  of  CAB  control, 
United  can  see  some  real  advantages  to 
the  reform  proposals.  Its  size  (1976  rev- 
enue: $2.6  billion)  and  balance-sheet 
strength  (it  went  into  1977  with  more 
than  $535  million  in  cash  and  equivalent), 
assure  its  survival  in  a  less-regulated 
environment,  but  more  important  is  the 
possibility  that  United's  shortcomings 
could -be  turned  into  assets.  Its  low  level 
of  aircraft  utilization  provides  consider- 
able room  for  growth  once  new  routes  are 
added  to  its  system;  and  its  low-margined 
short-haul  routes  could  become  much 
more  profitable  with  higher  fares. 

Suppose  Ferris  were  chief  executive 
of,  say,  Eastern  or  National  Airlines. 
Would  he  favor  regulatory  reform  then? 

Ferris  hems  and  haws  a  bit,  and  finally 
says,  "It's  difficult.  I  can't  put  myself  in 
their  position.  All  I  can  say  is,  the  prob- 
lems they're  having,  they're  having  un- 
der the  present  system.  ■ 
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$  in  Millions 


ditures 


And  expanding  production 
capabilities  to  accelerate 
world-wide  growth. 

In  1971,  Fruehauf  capital  expenditures  for  new 
production  plants  and  equipment  reached  $13 
million.  Last  year,  they  pushed  $50  million. 

Which  says  we're  growing  with  a  growing 
world-wide  transportation  industry.  And  we're 
in  a  better  position  than  ever  before  to 
increase  earnings. 

For  a  guided  tour  of  our  growth,  send  for 
our  Annual  Report:  Fruehauf  Corporation, 
Dept  F-87,  10900  Harper,  Detroit,  Mich.  48232. 
Total  Transportation . .  the  World  of  Fruehauf 
. . .  we're  rolling.  A 


Our  new  Fresno  plant  one  or  the  facilities 
behind  our  growing  production  capabilities 


New  production  lines  for  increased  production 


Everyone  talks  global  network. 

Our  bank  has  it!1 


"Network  capability  is  the  key  to  international  banking." 


We  can  provide  local  currency  financing  for  multinational  corporations  almost 
anywhere.  As  well  as  in-depth  knowledge  about  the  more  than  100  countries 

where  we  have  a  physical  presence. 


"A  bank  as  big  as  Chase,  with  an  operation  as  extensive  as  ours, 
is  a  major  force  in  world  money  markets.  We  have  the  money. . .  the  local 
and  Eurocurrencies . . .  that  our  customers  need. 


"The  more  intricate  international  finance  gets, 
ie  more  complicated  corporate  banking  becomes.  And  at  Chase  today, 
a  single  individual  —  your  Relationship  Manager  —  coordinates 
your  needs  worldwide.  Both  credit  and  non-credit. 


The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
nd  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager.  Call  on  today's  Chase  Bankers  today. 


X  Stankard 

/e  Vice  President 

ional  Department 
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If  You  Can't 
Move,  Improve 

Home  remodeling  is  getting  to  be  a 
terrific  business.  But  it's  full  of  risks, 
both  for  buyer  and  for  seller. 


By  HOWARD  RUDNITSKY 

A  HOUSTON  couple,  just  married  after 
separate  divorces,  decided  to  start  their 
new  life  together  on  a  positive  note: 
They  spent  $40,000  expanding  and  re- 
modeling the  husband's  house.  A  Cali- 
fornia family,  feeling  both  affluent  and 
pressed  for  space  but  reluctant  to  move, 
added  a  floor  to  their  ranch-style  house. 
Cost:  $25,000. 

The  typical  home  expansion-and-re- 
modeling  jobs  aren't  quite  that  big:  The 
average  figure  is  just  over  $7,000.  But 


complaints:  Sid  Cole,  a  veteran  siding 
and  roofing  contractor  in  New  York's 
suburban  Westchester  County  near  New 
York  City,  concedes:  "You  can  get  away 
with  murder  in  our  business. 

You  can  get  murdered  by  escalating 
costs  on  a  project,  too.  Sam  Weeks,  head 
of  Pacific  Builders  of  Torrance,  Calif. 
sa\s:  "I  recently  finished  a  home  remod- 
eling job  for  the  son  of  a  very  wealthy 
builder  that  started  out  at  $55,000.  He 
kept  adding  and  changing  the  plans  as 
we  went  along.  The  final  cost  was 
$157,000."  That  amount  is  unusual,  but 


".  .  .  'You  know  how  they  earn  a  license  today?  A  guy 
sits  and  watches  cassettes  on  TV  and  passes  a  course 
without  doing  the  work  for  years,  like  I  did'  .  .  ." 


they  add  up  to  verj  l>ig  money:  Probably 
$14  billion  this  year,  about  80%  more 
than  the  1973  figure.  (Do-it-yourself  re- 
modeling adds  another  $15  billion.) 

Increasingly  aware  that  a  home  is  the 
best  asset  any  family  ever  owns,  Ameri- 
cans are  ever  more  willing  to  make  major 
investments  in  their  homes — deriving 
from  them  both  psychic  satisfaction  and 
the  knowledge  that  much,  if  not  all,  of 
the  money  spent  will  increase  the  value 
of  the  house. 

Financing  is  no  problem,  provided  the 
owner  has  sufficient  equity  in  the  house. 
Banks  and  other  lenders  have  learned 
that  a  home  is  the  last  thing  a  borrower 
will  default  on;  and  if  he  does  default, 
the  collateral  is  excellent.  Administra- 
tion proposals  to  give  a  tax  credit  for 
insulation  improvements  are  frosting  on 
an  already  rich  cake. 

There  is  big  money  to  be  made  in  the 
field.  But  there  are  big  risks,  too,  both 
for  buyer  and  seller.  In  buying  home 
improvements,  the  consumer  is  a  long 
way  from  buying  a  branded,  tested,  uni- 
form product.  Bankruptcies  in  the  busi- 
ness are  numerous  and  so  are  customer 


unforeseen  problems  and  mid-job 
changes  often  lead  to  higher  costs. 

Why  didn't  W  eeks  $157,000  customer 
ask  his  own  father  to  do  the  job?  Because 
remodeling  is  a  tricky,  hands-on  oper- 
ation. A  number  of  home  builders  tried 
their  hands  at  it  when  new  construction 
collapsed  in  1974,  and  most  regretted  it. 
"Builders  don't  know  how  to  bid  on  re- 
modeling jobs,  says  one  remodeler. 
"They  re  used  to  starting  from  scratch 
and  dealing  in  volume  rather  than  with 
single  jobs 

Large,  publicly  owned  companies  like 
Champion  International,  Boise  Cascade 
and  Evans  Products  have  entered  the 
supplying  of  building  materials  to  home 
remodelers,  but  have  shied  away  from 
the  business  itself.  A  few  have  set  up 
totally  separate  remodeling  subsidiaries. 

One  giant  retailer  that  did  try  home 
remodeling  more  directly — Sears,  Roe- 
buck— regrets  it.  Sears  is  already  the 
largest  seller  of  packaged  remodeling 
products  like  air  conditioners,  furnaces, 
storm  windows  and  doors  and  the  like. 
So,  went  the  reasoning,  why  not  inte- 
grate all  the  way? 


A  good  theory,  but  it  didn't  work.  In 
the  early  1970s  Sears  set  up  through 
licensees  a  remodeling  operation  in 
northern  California,  but  withdrew  little 
more  than  a  year  later,  after  the  licens- 
ees went  broke,  leaving  200  customers' 
with  uncompleted  or  unsatisfactory  jobs. 
Sears  offered  some  assistance,  which 
most  customers  went  along  with.  How- 
ever, some  sued  Sears,  several  West 
Coast  banks  and  a  contractors'  bonding 
company.  They  managed  to  convince  a 
jury  in  Contra  Costa  County  early  in 
1977  that  Sears  should  pay  $160,000  in 
direct  costs.  In  addition,  the  jury  award- 
ed the  claimants  $10  million  in  punitive 
damages.  Sears  is  appealing  the 
decision. 

One    moderate-sized    company  that 
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fared  well  is  Washington,  D.C.'s  Hech- 
inger  Co.,  an  $80-million-sales,  17-store 
chain  of  retail  do-it-yourself  stores.  Since 
the  early  1960s  Hechinger's  remodeling 
subsidiary  has  flourished.  Says  Heeh- 
inger  Chairman  Richard  England:  "We 
are  probably  the  largest  remodelers  in 
the  country.  Another  large  contractor  is 
cheerily  named  Busy  Beaver  Remod- 
elers of  Pittsburgh,  owned  by  a  subsid- 
iary of  alloy  metal  maker  Cyclops  Corp. 
Cyclops,  looking  for  a  less  cyclical,  low- 
capital  business,  found  remodeling  at- 
tractive. Busy  Beaver  does  about  $7  mil- 
lion a  year,  most  of  it  in  replacement 
windows. 

But  most  of  the  players  are  much 
smaller.  After  all,  $14  billion  divided  by 
some  40,000  remodelers  is  only 
$350,000  each. 

Why  are  most  so  small,  even  smaller 
than  new-home  builders?  For  one 
thing,  many  remodelers  aren't  business- 
men, but  fixers  and  putterers.  They  just 
want  to  do  enough  business  to  have  cash 
in  their  pockets. 

Moreover,    savs    Bennett  Bennett, 


"...  •  'It's  a  personal  business 
in  which  you  have  to  have  a 
personal  stake.  You  have  to 
be  on  top  of  everything, 
or  it  will  eat  you  up'  .  .  ." 


founder  of  Award  Builders  in  the  great- 
er Los  Angeles  area,  "you  can  t  run  a 
remodeling  business  by  remote  control. 
It's  a  personal  business  in  which  you 
have  got  to  have  a  personal  stake.  You 
have  to  be  on  top  of  everything  and 
everyone,  or  it  will  eat  you  up.  Adds 
Weeks:  "This  is  an  entrepreneur's 
business. 

In  a  way,  a  remodeling  contractor  is 
like  an  automobile  dealer.  The  big  dif- 
ference is  that  there  is  no  Big  Three  to 
restrict  distributorships  to  those  with 
capital  and  at  least  a  modicum  of  exper- 
ience and  competence.  Nor  are  there 
many  other  weeding-out  processes.  In 
most  parts  of  the  country',  almost  any- 
one can  become  a  contractor.  "The 
home  improvement  industry  is  down- 
graded today  because  there  are  so  many 
in  it  who  don't  belong,"  says  contractor 
Cole.  "There  is  so  much  demand  that 
once  you  get  big,  you  can  bring  in  any- 
one— shoemakers,  anyone  who  can 
swing  a  hammer. 

True,  a  few  states  like  California  re- 
quire licenses,  but  they  re  not  hard  to 
get.  "You  know  how  they  earn  a  license 
today?"  asks  Bennett  scornfully.  "A  guy 
sits  and  watches  cassettes  on  TV  and 
passes  a  course  without  doing  the  work 
for  years,  like  I  did.  This  is  a  licensed 
contractor — a  TV  watcher. 
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Sweat  Equity 

Since  each  remodeling  is,  in  effect,  a 
custom  job,  the  business  rarely  lends 
itself  to  the  really  big-scale  corporate 
operator;  it's  a  kind  of  exalted  mom- 
and-pop  business  that  works  best 
when  the  boss  can  closely  supervise 
each  job  and  personally  motivate  his 
workers. 

It  can  be  an  excellent  business  all 
the  same.  As  the  National  Home  Im- 
provement Council  boasts  in  its  trade 
ads:  "When  the  job  is  priced  right, 
remodeling  often  draws  a  higher  net 
than  does  new  construction."  On  a 
typical  annual  gross  of  $500,000  a  re- 
modeler  can  live  very  well.  The  gross 


profit  on  that  would  be  about 
$150,000—30%.  Add  a  possible 
$15,000  or  so  earned  in  rebates  from 
banks  that  finance  the  deals,  subtract 
all  overhead  and  advertising  costs, 
and  the  remodeler  can  net  about 
$50,000  a  year  in  salary  and  corporate 
profit.  All  this  on  very  little  capital — 
since  it's  largely  a  cash  business — but 
very  hard  work;  sweat  equity,  in  oth- 
er words.  If  the  remodelers  wile 
helps  him,  he  can  usually  cut  over- 
head and  increase  the  net  take. 

Here  are  some  individuals  who 
have  done  even  better  than  that  cash- 
ing in  on  the  remodeling  boom. 


Let  Your  Employees 
Finance  Your  Expansion 


Back  in  the  late  1950s  and  early 
1960s,  say  partners  Jerry  Zaccaria  and 
Roy  Dygert  of  the  Mamaroneck,  N.Y. 
firm  of  Remodeling  Consultants  Inc., 
remodeling  wasn't  all  that  great  a  busi- 
ness. The  average  job  came  to  $3, (MX) 
or  less.  Anything  much  above  that, 
say  s  Dygert  (.see  photo),  "and  people 
would  just  move  to  a  higher-priced 
development." 

No  longer.  New  housing  is  prohibi- 
tive in  Westchester  County.  That 
spelled  opportunity  for  the  partners, 
both  of  whom  have  architectural  and 
building  backgrounds.  But  it  takes 
money  to  make  money;  they  had  pre- 
cious little  capital,  and  they  were  too 
small  for  the  banks.  They  solved  the 
capital  problem  plus  the  problem  of 
motivating  their  employees  with  one 
bold  move. 

When  they  needed  a  showroom  in 
the  late  1960s,  they  went  to  their 
employees  and  raised  $50,000  by  of- 
fering them  20%  of  the  shares  in  the 
company.  The  company  s  remodeling 
volume  soared  from  $250,000  to  $1.5 
million  between  1969  and  1974,  and 
everybody  made  money.  And,  says 
partner  Jerry  Zaccaria,  "You  get  a 
different  attitude  working  for  a  profit 
than  just  working  for  a  salary.  Our 
employees  work  their  tails  off.  Be- 
sides, it's  cheaper  money  than  if  we 
took  out  a  loan." 

The  partners  repeated  the  act 
when  they  decided  to  set  up  a  retail 
lumberyard  offering  all  kinds  of 
building  materials  at  discount  prices. 
They  felt  that  there  were  other  seg- 
ments of  the  remodeling  business 
available  that  were  slipping  through 
their  fingers.  Of  over  100  employees, 
20  came  through  with  nearly 
$200, 000  in  equity  capital.  The  new 
venture,    Construction   City  Corp., 


was  an  instant  success;  Zaccaria  esti- 
mates its  volume  this  year  at  $1.5 
million  and  says  he  expects  it  to  be 
as  big  a  business  as  Remodeling  Con- 
sultants before  long. 

What  next?  The  partners  dream  of 
taking  the  company  public  within  the 
next  few  years.  Happy  partners. 
Happy  employees. 
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The  Council  of  Better  Business  Bu- 
reaus says  customers  asked  for  reports 
on  home  remodeling  contractors  more 
often  last  year  than  on  any  other  busi- 
ness, and  the  settlement  rate  on  com- 
plaints was  well  below  the  76%  average 
of  all  businesses.  In  northern  New  Jer- 
sey and  Rockland  County,  N.Y.,  com- 
plaints about  remodelers  jumped  from 
441  to  625  last  year;  from  718  to  927  in 
the  Newark  area.  In  California,  aban- 
donment-of-job  complaints  more  than 
tripled  in  the  March  quarter  of  this  year 
over  the  previous  three  months;  poor 
workmanship  and  fraud  complaints 
more  than  doubled. 

About  15  months  ago  the  Federal 
Trade  Commission  started  administer- 
ing a  "holder-in-due-course"  rule  that 
could  help  consumers  somewhat.  If  a 
contractor  does  the  financing  and  then 
sells  the  paper  to  a  bank,  the  bank  be- 
comes the  holder  in  due  course,  and  the 
homeowner  has  a  defense  against  the 
bank  and  the  contractor  if  the  contract 
is  not  honored.  But  some  smart  contrac- 
tors know  that  the  rule  does  not  apply  if 
they  stay  completely  out  of  the  financ- 
ing and  allow  the  homeowner  to  arrange 


his  own.  Says  Leo  Powelstock,  execu- 
tive director  of  northern  New  Jersey  s 
Better  Business  Bureau:  "Arranging  for 
a  cash  transaction  removes  a  protection 
to  the  consumer  which  he  probably 
didn't  even  recognize  was  there."  That's 
a  good  warning:  It's  a  sound  idea  to 


who  does  a  volume  of  $1.5  million  a 
year:  "It  could  mean  an  extra  $45,000." 

On  the  bank  side,  there  are  the  con- 
tractors' funds  on  deposit,  from  which  to 
make  working-capital  loans  to  other  con- 
tractors. But  contractors  come  and  go, 
as  many  banks  have  discovered  to  their 


".  .  .  'The  home  improvement  industry  is  downgraded  to- 
day because  there  are  so  many  in  it  that  don't  be- 
long. There  is  so  much  demand  you  can  bring  in  any- 
one, shoemakers,  anyone  who  can  swing  a  hammer'  . . ." 


have  a  lender  as  buffer  between  the 
contractor  and  the  customer. 

The  banks  and  the  contractors  have 
worked  out  some  mutually  profitable  ar- 
rangements. Home-improvement  loans 
often  cost  the  borrower  10%  or  more  on 
a  simple  interest  rate  when  mortgage 
money  is  only  8%%.  In  some  states  a 
contractor  can  discount  his  paper  with  a 
bank  the  way  an  auto  dealer  does;  a 
reserve  is  then  set  up  in  his  account.  If 
his  losses  are  moderate,  he  will  get  a 
substantial  rebate.  Says  one  contractor 


chagrin;  a  recent  study  indicated  more 
than  80%  go  out  of  business  within  the 
first  few  years.  A  big  lender  like  Bank  of 
America  has  been  in  this  field  for  years, 
and  is  very  careful.  Wayne  Baker,  who 
is  BofA's  vice  president  of  specialized 
loans  for  Southern  California  ($15  mil- 
lion to  $17  million  in  loans  statewide  a 
month),  says  "eager  lenders'  should  re- 
member the  shakeout  in  the  mid-Sixties 
of  undercapitalized  contractors  that  re- 
sulted in  a  lot  of  losses. 

Enough    lenders    had    those  expe- 


"You  Can  See  What  You've  Built" 


Sam  Weeks  drifted  into  remodeling 
in  Torrance,  Calif,  in  1954,  after  an 
army  tour  of  duty  in  Korea.  He  had 
$1,000,  an  engineering  and  master 
mechanic  background,  and  had 
worked  for  his  father  in  surveying  and 
construction. 

Weeks,  now  54,  started  by  scraping 
around  for  small  remodeling  or  new 
construction  jobs,  and  even  replaced 
aluminum  windows  for  a  while.  "At 
the  time  my  wife  and  I  did  every- 
thing— soliciting  business,  bookkeep- 
ing, buying  materials  and  the  job  it- 
self In  the  end  they  chose  to 
concentrate  on  remodeling. 

Today  Weeks  remodeling  firm,  Pa- 
cific Builders,  does  over  $3.5  million 
a  year  and  employs  41  full-time  em- 
ployees. The  company,  owned  by 
Weeks  and  his  wife,  makes  close  to 
10%  on  sales,  much  of  it  from  finance 
refund  income  and  insurance  premi- 
ums on  home  improvement  loans  of 


from  $5,000  to  as  high  as  $100,000. 

Weeks  rewards  his  key  people  with 
profit-sharing,  bonuses  and  insurance- 
benefit  programs,  which,  he  says, 
"provide  lots  of  incentive  enabling  me 
to  keep  good  people.  The  biggest  prob- 
lem in  remodeling  today  isn't  compet- 
ing for  business.  It's  getting  qualified 
production  people  to  handle  all  the 
business  that's  available. 

"Remodeling  is  the  hardest  part  of 
the  construction  business,"  Weeks 
says.  "You  re  not  starting  from 
scratch.  You  have  to  change  or  undo 
what's  been  done  and  then  add  to  it, 
all  in  the  presence  of  a  homeowner 


Active:  Remodeler  Sam  Weeks  does 
more  than  add  rooms  and  roofs  to 
homes.  He's  also  a  key  official 
in  home  remodeling  trade  associa- 
tions in  California,  where  his 
business  is  located.  His  forte: 
pushing  contractor  legislation. 


who's  watching  you  every  step  of  the 
way.  You  are  messing  up  their  home 
for  weeks  at  a  time  while  they  are 
living  in  it. 

For  Weeks,  at  least,  it  has  been  well 
worth  the  headaches. 


pip 


Consuming  about  as  much  power  E 

asalOO-wattbulb,  ^ 
new  RCA  color  TVs  save  energy. 


POT.  ?  Jt^f  m 


It  takes  a  lot  of  electricity  to  power  the  television  sets  ^Hflh  £ 

in  71  million  homes.  Now  it  can  take  less.  *  * 

RCA  has  developed  new  color  TV  receivers  that  sharply 
reduce  energy  consumption".  A  new  19-inch  (diagonal)  set 
consumes  about  half  the  power  used  by  our  solid  state  v 
models  of  just  two  years  ago.  about  one-fourth  the  energy 
required  by  similar  sets  ten  years  ago.  And  comparable 

savings  have  been  engineered  into  larger  models  as  well. 
Last  year,  innovation  in  television  technology  helped 
RCA  consumer  electronics  products  and  services  increase 
their  profits  65%. 

From  television  sets  to  Hertz  rental  cars,  from  Banquet® 
frozen  foods  to  weather  satellites.  RCA  is  dedicated  to 
IN^n  innovation,  quality  and  steady  growth. 


Tells  us  who 


Somebody  retires.  There's  a  su 
sion  of  promotions  within  th< 
partment.  A  position  opens.  W 
best  qualified  to  fill  it?  CHRIS 
tell  us.  CHRIS— Case  Humar 
sources  Identification  System. 

CHRIS  allows  Case  to  scan  th 
cational  backgrounds  of  app 
mately  3,800  exempt  sala 


jht  for  the  job  right  now, 


3es  around  the  world.  We 
nine  4,000  separate  and  dis- 
iteria  for  each  individual, 
h  a  non-computerized, 
int-light  card  system. 

js  select  qualified  people  for 
ons,  transfers  and  special 
lents  by  giving  us  a  quick, 
3  summary  of  their  skills,  ex- 
i  and  interests. 


Everybody  wins.  CHRIS  offers  our 
employees  new  opportunities  to 
be  considered  for  promotion.  They 
try  harder.  Our  customers  are  bet- 
ter served. 

Doing  something  about  developing 
human  resources  is  one  of  the 
reasons  why  Case  is  one  of  the  world 
leaders  in  machinery  for  construc- 
tion and  farming. 


For  a  comprehensive  new  brochure 
about  J  I  Case,  its  total  operations 
and  product  lines,  write:  Communi- 
cations and  Public  Affairs,  J  I  Case 
Co.,  Dept.OFC2,  700  State  Street, 
Racine,  Wisconsin  53404. 


J I  Case 

A  Tenneco  Company 


doing  something  about  it. 
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"A  Good 
Business,  If  .  .  ." 

"My  business — largely  kitchen  and 
bath  remodeling — comes  mainly  from 
referrals,  and  80%  of  my  jobs  are 
priced  on  a  time-and-materials  basis. 
That  way  I'm  kind  of  unusual  in  Oma- 
ha," says  Ron  Andersen,  34,  a  former 
construction  superintendent  who  set 
up  his  own-name  firm  in  1970. 

Unusual  he  is;  also  successful. 
Where  most  remodelers  write  out 
what  they  intend  to  do  for  the  cus- 
tomer at  a  fixed  price  (including 
markup),  Andersen  charges  for  the 
materials  and  for  the  labor  by  the 
hour,  with  a  standard  percentage 
markup.  "Of  course,"  says  Andersen, 
"before  I  start  I  give  the  homeowner 
a  ceiling  price  in  advance.  So  it's  nev- 
er more,  usually  less.  But  it  requires 
a  good  deal  of  customer  trust.  " 

In  seven  years  he  has  built  his  busi- 
ness from  zero  to  $3.4  million  a  year. 

Another  difference  about  Ander- 
sen: He  will  not  provide  financing  for 
a  customer,  then  sell  the  paper  to  a 
bank  in  hopes  of  getting  a  prospec- 
tive rebate.  But  he  will  help  custom- 
ers get  financing  through  credit  un- 


Maverick:  Remodeler  Ron  Andersen 
breaks  all  the  rules.  The  result  is  that 
he's  incredibly  profitable. 


ions,  whose  rates  tend  to  be  lower. 

Last  year  Andersen's  remodeling 
business  netted  an  astonishing  23%. 
One  factor  in  his  high  return:  He  does 
very  little  advertising,  which  costs 
many  remodelers  8%  and  more. 

Despite  growing  competition,  An- 
dersen vows  he  won't  do  jobs  cheap- 
ly: "You  take  on  too  many  jobs  at  low 
prices,  and  before  you  know  it,  good- 
bye. Lots  of  remodelers  have  gone 
out  of  business  in  Omaha  lately." 

Says  Andersen:  "It's  a  good  busi- 
ness if  you  can  stand  the  hectic  pace, 
if  you  can  take  the  complaints.  " 


riences  or  heard  those  stories  so  that 
they  are  leery  of  contractors,  even 
though  they  would  love  a  piece  of  the 
action.  That  has  worked  out  just  fine  for 
Melvin  H.  Gale,  46,  himself  a  former 
Long  Island,  N.Y.  contractor.  Back  in 
the  mid-Sixties  he  hit  on  the  idea  of 
handling  the  financing  for  a  group  of 
contractors.  Now  Gale  s  firm,  The  Dart- 
mouth Plan  Inc.,  lends  the  money, 
charging  the  homeowner  13%  or  14% 
while  getting  his  funds  from  the  banks 
at  around  10%. 

"The  banks  looked  upon  contractors 
as  the  lowest  form  of  life  at  the  time," 
he  says.  "I  took  over  their  headaches 
and  made  it  profitable  for  both  of  us." 
Gale  now  handles  paper  for  1,400  con- 
tractor-dealers and  places  it  with  almost 
30  banks  in  the  greater  New  York  area; 
he'll  have  a  remodeling-loan  volume  of 
around  $45  million  this  year. 

An  inherently  upwardly  mobile  peo- 
ple, Americans  like  to  upgrade  their 
homes  as  their  financial  circumstances 
improve.  With  a  growing  shortage  of 
buildable  land,  and  with  the  increasing 
barriers  environmentalism  is  putting  in 
the  way  of  new  homebuilding,  it  is  be- 
coming more  difficult  for  them  simply  to 
move  across  the  railroad  tracks.  But  if 
they  can't  move,  then  they  want  to  im- 
prove. The  home-remodeling  business 
has  nowhere  to  go  but  up.  ■ 


"That's  a  Butler  building?1 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic     build  one  for  you.  See  "Butler 


as  any  building.  Mfg.  Co.  Builder"  in  the  White 

Yet.  they  also  give  you  all  Pages.  Or  write  Butler  Mfg.  Co. 

the  important  time  and  money  Dept.  B-397,  BMA  Tower, 

savings  of  systems  construction.  Kansas  City,  Mo.  64I41 

To  learn  more,  call  the  local   ^ 

independent  contractor  who  can  **£¥TLE5^ 


BUTLER 
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Eagle-What? 

Eagle-Picher's  name  doesn't  tell  you  anything 
about  its  business — nor  about  its  enviable 
record  of  profitability  and  growth. 


Eagle-Picher  Industries  is  one  of  the 
lation's  least-known  corporate  success 
itories — perhaps  because  of  the  nonde- 
script name,  perhaps  because  so  few  of 
ts  products  are  familiar.  Cincinnati- 
aased  Eagle-Picher  is  a  solid  ($400-mil- 
ion  sales)  maker  of  chemicals,  machin- 
;ry  and  transportation  products.  Its  48 
product  lines  were  not  "conglomerated," 
jut  acquired  with  great  care,  each  be- 
cause it  had  something  in  common  with 
in  established  product  in  the  mix.  It's  a 
company  structured  as  precisely  as  a 
eweler  cuts  a  diamond. 

With  impressive  results:  According  to 
Forbes'  latest  report  on  American  indus- 
ry  (Jan.  1,  1977),  Eagle-Picher  has  aver- 
iged  a  return  on  stockholders  equity  of 
16.5%  over  the  past  five  years — almost 
lalf  again  as  good  as  the  industrial  equip- 
ment industry  as  a  whole — and  earnings 
lave  kept  pace.  It  has  doubled  in  size  over 
he  last  ten  years,  both  through  internal 
growth  and  acquisitions  (17  since  the  early 
1950s).  Fully  diluted,  last  year's  earnings 
vere  $2. 12  per  share  adjusted  for  a  2-for- 1 
;plit  last  spring,  and  investment  analysts 
Jpencer  Trask  &  Co.  expect  this  year's  to 
)e  roughly  $2.35. 

Eagle-Picher  dates  back  134  years, 
ind  for  the  first  century  or  so  was  in  one 
)f  the  most  cyclical  of  all  industries,  lead 
md  zinc.  "Back  in  the  early  Fifties,  we 
)nce  had  a  $5-million  loss  overnight  in 
he  price  of  zinc,"  recalls  Philip 
McManus,  61.  executive  vice  president. 
'We  would  make  $3  million  one  year  and 
ose  it  the  next  strictly  on  market  price. 
kVe  had  no  control." 

So  T.  Spencer  Shore,  then  president 
ind  now  retired  chairman,  started  to 
)uy  small  companies  that  set  the  foun- 
lation  for  Eagle-Picher's  three  present 
lay  groups — basic  materials  and  chemi- 
cals (now  30%  of  sales),  machinery  and 
illied  parts  (35%)  and  transportation 
products  (35%).  Those  groups  are  now 
subdivided  into  22  divisions,  and  fur- 
her  split  into  48  product  lines,  none  of 
vhich  contributes  more  than  2.5%  to 
iales.  Typical  products  are:  diatoma- 
;eous  earth,  elevating  scrapers  and  vi- 
bration dampers.  "We  watch  our  divi- 
sions closely  to  make  sure  we  don't  get 
:oo  deep  in  any  one  market,''  says  Presi- 
lent  William  Atteberry,  57. 


Atteberry,  a  conservative  midwestern- 
er  whose  strict  dress  and  hair  length 
codes  are  unofficial  company  policy, 
ticks  off  EPFs  acquisition  criteria:  no 
"turnaround  opportunities,"  regardless 
of  price;  a  product  niche  in  the  original 
equipment  market  that  fits  the  mix;  a 
ranking  of  third  or  better  in  its  field; 
retention  of  old  management;  and,  most 
important,  privately  owned. 

"When  you  buy,  you  buy  a  little  com- 
pany, adds  McManus,  "and  not  in  big 
cities  like  Chicago.  You  keep  it  small — 
100  to  500  people  in  little  country  towns. 
That  way  it's  easy  to  establish  good  rela- 
tions and  loyalty  with  the  town. 


Decentralization  is  almost  a  religion  at 
Eagle-Picher.  The  home  office  provides 
capital  ($31  million  in  1977),  but  budget . 
profits,  expansion,  new  markets,  are  the 
division  managers  responsibility  In- 
stead of  paperwork  and  reports,  commu- 
nications are  transmitted  in  person  by 
three  group  vice  presidents  who  fly  from 
division  to  division.  Division  managers 
have  ultimate  responsibility  for  the  di- 
rection and  product  development — 
sometimes  overruling  opposing  views 
from  corporate  headquarters — and  are 
judged  on  results.  Says  Atteberry:  "They 
know  the  product  line  better  than  we  do. 
What  we  do  demand  is  to  know  exactly 


Jawboning  At  Eagle-Picher:  President  William  Atteberry  and  Vice 
President  Phillip  McManus  say  they  have  thrown  away  management 
by  the  book.  Instead,  it's  eyeball-to-eyeball  at  every  level. 
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10  great  years  of  growth 

strengthened  our  balance  sheet. 

We  completed  our  10th  year  with  a  record  per- 
formance. Net  income  up  26%  over  1975  to  $5.2 
million,  and  earnings  per  share  up  31%  from  $1.08 
to  $1.41 

As  we  start  our  second  decade,  our  efforts  are 
being  concentrated  on  increasing  profitable  sales 
and  market  share  for  bearings,  filtration,  laminates, 
and  lighting  fixtures.  At  the  same  time,  we  are  main- 
taining profitable  performance  in  our  other  indus- 
trial  and  building  products 

Send  for  our  1976  Annual  Report  Were  confi- 
dent you'll  like  what  you  see. 


It's  been  a  remarkable  first  decade  for  Keene. 
On  a  14-fold  increase  in  sales,  we  managed  Keene 
to  a  29-time  increase  in  net  income  and  a  12-fold 
increase  in  earnings  per  share,  while  increasing 
dividends  each  year  for  the  last  five. 

We  adjusted  Keene's  management  strategies  to 
changes  in  the  economic  climate.  We  first  used  the 
plentiful  money  and  credit  of  the  late  60s  to  build  a 
solid  multi-divisional  base.  We  used  the  early  70s  to 
consolidate,  upgrade  facilities,  and  improve  man- 
agement to  build  for  long-term  profitability.  In  the 
mid-70's  we  substantially  reduced  debt  and 


what  Is  going  on.  I've  suggested  com 
pletel)  opposite  directions  a  number  of 
times.  God  knows,  if  the)  had  listened  to 
me  we  would  have  been  in  real  trouble 
because  l  was  dead  wrong." 

\  development  where  Eagle  Pichei 
was  dead  righi  was  when  it  learned  how 
to  purif)  boron  10  In  its  lead-zinc  oper* 
ation,  The  old  Atomic  Energ)  Commis- 
sion (bund  it  cheaper  to  have  EP1  purif] 

its  boron  isotopes  than  do  it  itself.  In  tlx1 

late  1960s  the  \EC  concluded  it  had 
enough  boron  stockpiled  lor  years  and 
disassembled  its  plants  Eagle  Picher 
took  a  chance  that  boron  It)  would  have  a 

future  anil  limit  a  pilot  plant  in  1971, 

Sure  enough,  the  Energ)  Research  £* 
Development  Administration  (which  In- 
herited part  of  the  AEC)  came  to  the 

same  conclusion  in  1975,  ami  onl\  EPI  ol 


ami  police  s\  stems  project  .m  architectur- 
al products  companv  and  copper  mines  in 

Oklahoma    it  s  happened  before  and  it'll 

happen  again,"  sa\s   Uteheirv    "It  just 

doesn't  always  come  »ut  the  waj  vis 
project  them." 

In  the  case  ol  the  coppei   innus,  I'.l'l 

should  have  known  bettei  when  it  l< -II 

into  the  zinc  trap  all  ovei   Again,  It 

looked  like  a  profitable  operation  In  the 

mid  Sixties,  lull  then  pi  ices  dropped  .mil 
we  weren't  going  to  mine  copper  at  a 
loss,    sa\  s  Attchci  i  \ 

i.l'l  will  reject  an  otherwise  |uicj  ■  '< 
qilisition    prospect    Ot   even    spin   oil  a 

product  line  in  oulci  to  maintain  its  nai 
iow  concentration  on  specific  Industrial 
products  California s  Davis  Walkei  Co 

was  spun  oil  in  1972  to  Davis  Manage- 
ment loi  $25  million,  although  I'.l'l  ex- 


".  .  .  'They  know  the  prodiu  I  line  better  than  we  do.  .  .  .  (.oil 
knows,  ii  they  had  listened  lo  tne  wo  would  have  been  in  real 

trouble  because  I  was  dead  wrong/  says  Alleherry  .  .  ." 


2(i  companies  approached  had  the  tech- 
nology to  produce  high  purit)  boron, 
Result  .i  $90  million  conti  a<  t 

Plastics  fabi  Ication  is  anothei  area  thai 
EPI  felt  had  Inline  potential  Fi> ■  years 
ago  the  company s  plastics  division  in 
Grabill    Incl  producing  M i< n glass 

exterioi  trim  i  iai  I  s  I  *  >  •  autos  rhen  I  >>■ 
troit  .not  the  word— lighten  up  or  else, 
EPI  s.iw  the  solution  in  high  resistant, 
lightwi  ighl  plastic  components  like  Fronl 

ends  lor  cars  (it  makes  the  front  end  lor 

the  '  ordoba  New  \  oi  kei  and  <  adillat  s 

Seville,  among  others)  and  is  even  ex- 

perimenting  now  with  plastii  panels 

doors,  truck  cabs  and  parts  ol  the  frame, 

"A  few  years  ago  there  were  onl)  30 
pounds  ol  i  ilastic  in  an  automobile,  s.iv  s 
a  happ)  Wallace  Scheffel,  president  of 

EPI  Plastics,   Now  it's  185  p  ids  and 

l»v  L981  it  should  increase  another  200%, 
l  he  onl)  thing  kei  ping  plastit  s  from  tak 
Ing  over  is  capacit)  "EPI  Plastics' capac- 
ity has  tripled  In  size  In  the  last  si\  years 
and,  on  the  suggestion  of  Scheffel,  the 

company  plans  lo  double  it  again  <>vci 
the  next  live  years. 

Last  year  EPI  moved  Into  two  other 
promising  fields  with  the      million  ac 
quisitions  of  Elmac  Corp,  (machines, 
paits  and  equipment  for  underground 
coal  mining  and  Pritchetl  Engineering 

and  Machim  (steel  pipe  and  pails  lor  the 

petrochemical  ami  offshore  drilling 
indusl  ries). 

With  such  a  diverse  product  hue,  prun- 
ing is  as  Important  as  growing  and  Eagle- 
Picher  Is  constantly  wielding  the  pruning 

shears.  In  I  he  last  seven  years  it  has  sold  oil 
or  liquidated  I  I  product  lines  or  plants  in 
four  countries — lour  tire-building  plants 
in  West  Germany,  Canada  and  Great 
Britain,  an  electronic  circuitry  plant ,  a  fire 


ecutives  admit  it  was  the  best  manage- 
ment the)  ever  had 

"Davis  wanted  to  Integrate  backward 

into   the   steel    industrv    hum    lis  basic 
product,    steel    wire,      sa\  s  McManus 
"The)  wanted  to  spend  S">0  million  ovci 

live  years  and  we  weren't  about  to  get 
into  the  steel  business    ^Davis  \\  alker's 

sales  have  since  tripled  to  over  $150 
milium    and    earnings    havi  remained 

commensurate.) 

Eagle  Pichei  maj  be  able  to  keep  the 
product  lines  straight,  but  securit)  an. i 

bsls  have  problems.  Sa\  s  one  midwest 

cm  analyst  the  chief  problem  is  that 
Eagle  Pit  hci  is  so  complex  and  hard  to 

follow  that  no  one  can  covei  01  i  oiup.uc 
it."  That's  one  reason  the  company  is  so 
!il  l  I,   know  n 

Eagle  Pichei  stock  sells  on  lh<-  New 
York  Stock  Exchange  fol  $21  a  share,  01 

nine  times  earnings,  Although  ibis  is 

47%  over  book  value,  it's  not  a  high  pi  Ice 

foi  a  c  panj  w  Ith  the  record  EPI  has 

in. imi.  i   Does  thai  rendei  E  PI  \  til 

nerable  to  a  takeover  bid?  H  could 
How  dues  Eagle  Pichei  defend  iisell 

against  that?  Savs  Altebeiiv     It  depends 

on  the  approach  H  II  i  friendl)  '  would 
led  obligated  to  talk  to  the  company 
because  theii  oiler  may  be  In  the  best 
Interest  of  our  stockholders,  But  il  some 
one  comes  ii  a  particularly  unfrlendl) 

basis,  then  one  deterrent  would  be  thai 
roughly  ^.r>'/<   Of  EPI   stock  is  held  by 

employees  and  their  families  Besides,  a 

lot  of  OUT  division  managers  were  owners 
who  wanted  lo  sell  lo  us  specific. illv  In 

an  unfriendly  takeovei  you  are  going  to 
lose  a  number  of  managers  pronto 

W  hich  is  another  wav  "I  saying  that  a 

well  run  com  pan)  In,  In  Itsell  the  best 

protection  against  a  lakt  ov  t  i  I 
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SOMETIMES  BEING  CONTRARY 
CAN  BE  AGOOD THING. 

Windsor  Fund  Shareholders  Think  It  Is! 

Windsor,  a  no-load  fund,  seeks  long-term  capital  income  by  follow- 
ing a  contrary-opinion  strategy.  Windsor  favors  overlooked,  under- 
valued stocks  believed  to  offer  excellent  value  and  prospects  for  a 
return  to  prominence. 

You  can  find  out  how  this  philosophy  has  worked  over  the  years  by 
sending  for  a  free  copy  of  our  prospectus  and  latest  report. 
A  member  of  The  Vanguard  Group  of  Investment  Companies, 
Windsor  Fund  offers  a  variety  of  shareholder  services  designed  to 
make  investing  easy  and  convenient.  Go  ahead.  Be  contrary! 


V^irtdsor p  0  Box  823/va|,ey  F°r9e. pA  19432 

FUND  800-523-7910 -(In  PA  call  collect  215-293-1100) 

/  want  more  complete  information,  including  all  charges  and  expenses,  on  Windsor  Fund. 
Please  send  me  a  prospectus,  which  I  will  read  carefully  before  I  invest  or  send  money. 


Address 


City- 


-Zip 
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appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 


For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Sugar  And 
Spice  And 
(Nearly) 
Everything 
Nice  

McCormick  &  Co.  goes  its 

quiet  way,  brushing 

off  suitors,  making  money. 

The  chemist  pours  six  liquids  into  a 
glass:  diacetyl,  hexanoie  acid,  2-hexanol, 
alpha  ionone,  maltol,  aldehyde  C-16. 
She  adds  a  tablespoon  of  sugar,  6  ounces 
of  milk  and  then  drops  in  a  dash  of  red 
food  coloring.  Presto!  A  strawberry  "milk 
shake." 

No,  this  isn't  du  Pont.  Not  even  Gen- 
eral Foods.  It's  good  old  McCormick  & 
Co.,  the  nice  old-fashioned  people  who 
scour  the  world  to  bring  you  vanilla  from 
Madagascar,  cloves  from  Zanzibar  and 
tea  from  China  and  India  (tasted  by 
MeCormiek's  third-  and  fourth-genera- 
tion father-son  tea-tasting  team). 

While  no  one  was  watching,  tiny 
($300-million  sales)  McCormiekhas  moved 
beyond  its  traditional,  profitable 
line  of  spices  and  flavorings  into  the  fast- 
er-growing, profitable  institutional  and 
industrial  food  business.  At  a  time  when 
grocery  stores  are  running  ads  touting 
the  lower  costs  of  home-made  hambur- 
gers, versus  the  fast-food  product, 
McCormick  is  selling  frozen  onion  rings 
to  Burger  King  and  a  special  no-spoil 
tartar  sauqe  to  McDonald's.  It's  also  mix- 
ing spices  for  comke  PepsiCo, 
Campbell^Soup  and  Kellogg  to  put  into 
taco  chips,  soups  and  cereals. 

McCormick  got  into  the  institutional 
business'  by  the  back  door.  After  World 
War  II,  McCormicks  chemists  devel- 
oped a  retail  line  of  synthetic  spices 
called  Chefs  Tbuch.  "The  problem  was, 
they  all  looked  like  salt,"  says  President 
and  Chairman  Harry  K.  Wells,  54,  who 
came  to  McCormick  in  1941  as  a  summer 
trainee.  "It  was  too  exotic;  in  consumer 
products,  it's  all  a  matter  of  cosmetics." 
But,  he  adds,  "We  now  sell  the  same 
products  to  the  industrial  market  (food 
processors)  very  successfully." 

McCormick  has  also  refined  the  pro- 
cess of  encapsulation  (akin  to  what  is 
done  to  timed-release  cold  tablets) — put- 
ting flavors  and  smells  into  capsules  that 
disintegrate  at  just  the  right  tempera- 
ture. You  thought  that  was  a  little  dust- 
ing of  flour  on  top  of  your  frozen  chicken 
pot  pie?  Actually,  it's  encapsulated 
aroma,  programmed  to  burst  just  about 
the  time  your  pie  is  ready. 

On  the  side,  McCormick  is  into  real 
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;state — Baltimore  land  and  real  estate — 
563  million  worth  in  all,  on  a  $5-million 
jquity  base.  All  this  has  paid  off  for 
vleCormick.  With  institutional/indus- 
rial  sales  up  from  22%  of  the  total  in 
1972  to  33%  currently,  sales  have  grown 
"rom  $161  million  to  $304  million  in  the 
/ear  ended  last  Nov.  30,  while  profits 
lave  jumped  from  $5.7  million  to  $11.6 
nillion.  For  the  first  half  (ended  May 
$1),  sales  were  up  18%  to  $160  million, 
ind  earnings  per  share  climbed  29%  to 
>5  cents.  (What  with  Thanksgiving  and 
Dhristmas  cooking,  the  quarter  usually 
iccounts  for  around  half  the  annual 
jrofits.) 

Return  on  equity  of  15%,  however,  is 
lot  quite  so  impressive  when  you  con- 
ider  McCormick  s  proprietary'  products 
ind  its  leading  market  share  in  spices 


fou  Are  What  You  Eat:  There's  a 
ittle  bit  of  McCormick  &  Co.  in 
everyone,  says  Chairman  Wells. 


ind  flavorings.  Wells  has  paid  more  at- 
ention  to  return  on  assets  and  inventory 
;ontrol  ever  since  an  oversupply  of  on- 
ons  cost  roughly  $500,000  in  1975. 

For  all  the  glamour  of  the  internation- 
J  spice  trade  and  chemists'  concoctions, 
McCormick  remains  a  provincial  Balti- 
nore  company,  with  two  classes  of  stock 
9  million  nonvoting  and  2  million  vot- 
ng — the  latter  held  mostly  by  relatives 
)f  founder  Willoughby  McCormick  and 
>y  company  employees).  Its  board  is 
:omposed  entirely  of  insiders.  It  regular- 
y  snubs  would-be  acquisitors. 

Though  the  stock  is  now  down  to  19 
rom  a  go-go-days  high  of  33  in  1973,  it 
;till  sells  at  a  premium  13  times  earn- 
ngs.  Meanwhile,  earnings  have  risen 
;ach  year  since  1964.  "With  this  kind  of 
iuccess,"  asks  Wells,  "why  should  we 
.hange  to  suit  outsiders?"  ■ 


A  way  back  into  the  market 
for  the  disillusioned  hull. 


If  your  last  excursion  into 
the  market  left  you  less  than 

optimistic,  here's  a  way 
to  go  after  growth  while 
reducing  your 
downside  risk 
Fidelity  Equity 
Income  Fund  seeks 
investments  with 
growth  potential 
which  consistently 
pay  attractive  divi- 
dends. The  Fund  thus 
combines  the  opportu- 
nity for  capital  apprecia- 
tion with  current  income 

FIDELITY 


for  protection  against 
declining  stock  prices. 
The  minimum  initial 
investment  is  $500. 
\  There  is  no  charge  for 
investment  or  with- 
drawal. Our  literature 
will  open  your  eyes 
still  further.  Call  or 
write  today. 

Call  Free 
(800)225-6190 

In  Mass.  Call  Collect 
(617)726-0650 


FIDELITY 
EQUITY-INCOME  FUND 

82  Devonshire  St.,  Box  832,  Dept.  FF70815 
Boston,  Mass  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money 

FIDELITY  GROUP  Over  $3  billion  of  assets 


Name 


Address 


City 


I 
I 
I 

FIDELITY  GROUP  Over  $3  billion  of  assets  under  management. 


Retirement  Plan  Information:  Keogh  □    IRA  □    403B  L  ] 


WHICH 

NO  LOADS 


(no  broker  f««i 


ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept  F2C    P.  O.  Box  2109 
Yreka,  Calif.  96097 

Subscription  cannot  be  assigned  without  your  consent 


GflOtfTH 


THf  IIWCSTORS  CUint  TO  OYIV/IMIC  GROWTH  FUNDS 


F0827 

Or  write  to: 
Porter  Brown.  Director 
P.O.  Box  60347 
^  Oklahoma  City.  Oklahoma  73106 


Name. 


Address- 
Citv  


.State- 


.  Zip- 


California  residents:  415-421-5807.  Robert 
McArdle,  Director.  405  Montgomery  Street. 
San  Francisco.  California  94106. 

An  operating  unii  of  CIT  Financial  Corporation, 
one  of  ihe  nations  largest  multiline  financial 

services  organizations,  win.  assets 
of  $7.5  billion. 


GjT 


FINANCIAL 

SERVICES' 


EXECUTIVE  FINANCIAL  SERVICE 
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A$16-Billion  Problem 


Congress  has  voted  $H>  billion  to 

<  reate  jobs  for  the  needy,  but  nobody  is 

quite  sure  who  they  «ire  or  where  they  are. 

Congress  has  voted  $H>  I  »■  1 1  k  »>  ■  in  three 
separate  bills  to  create  i<»l>s  l<>i  the  un- 
employed hi  the  currenl  calendai  year, 
The  emphasis  Is  <>n  teenagers,  minority 
groups  and  people  living  In  especially 
depressed  areas  Sounds  good.  The 
problem  I  low  to  identify  the  need)  ? 

li  s  easiei  ^ - •  t « 1  than  done   Julius  Shis- 

kin,  commissioner  oi  1 1 1 « -  Bureau  oi  La- 
bor Statistics,   says;  "Congress  is  way 

ahead  ol  us."  Shiskin  means  thai  his 
department  simply  does  nol  have  ade 

quate  data  to  enable  tlx-   ney  to  l»' 

spent  the  way  (  unless  Intended 

Among  the  problems:  How  do  you 
identify  need)  unemployed?  I  )o  you 
Include  full  tune  students  looking  for 

pari  i        work?  I  ><>  you  counl  formei 

workers  who  nave  given  up  looking  l<>i 
lulls'  Retired  people'  What  aboul 
housewives  unsuccessfully  looking  foi 
work?  Unemployed  young  people  whose 

families  have  a  good  ii  ne?  Are  an) 

and/or  all  of  these  people  "need)  ? 

I  ..isi  I. ill  (  ongress  Rnall)  created  a 

new  c  issioii    SOUghl  l>S   Shiskin,  to 

study  the  problem.  It  will  be  composed 
ol  representatives  ol  a  wide  variety  "I 

interest  groups    labor,  women,  minOl 

ities — with  Sar  Levitan,  a  George  Wash 
ington  University  research  professor,  as 
chairman   Levitan  is  a  highly  regarded 
scholai  who  once  co  authored  a  textbook 
with  Laboi  Secretary  Ra)  Marshall.  Me 
is  an  advocate  <>l  creating  a  "hardship 
index  rather  than  inst  using  tlie  tradi- 
tional Unemployment  statistics  as  a  stan- 
dard foi  poli< )  making. 
The  othei  eighl  members  oi  the  emu 

mission  have  set  to  be  named,  but  al 
ready  the  political  pressure  is  building. 

At  Levitan  s  confirmation  hearings  last 
month,  senators  seemed  eager  to  put  the 
blame  lor  the  current  lack  of  adequate 
data  on  the  BLS.  The)  also  displayed 
then  tendency  to  uet  ahead  of  the  tech- 
nicians..Both  Senator  Harrison  Williams 

(I)—  N.J.)  and  Senator  M.m  <  i.tnston 
(1) — Calif.),  for  example,  wanted  more 
Information  about  the  supply  ol  and  de- 
mand foi  workers  with  specific  skills. 
Levitan,  a  bit  surprised,  suggested  thai 

mi^hl  be  outside  tlie  scope  ol  the  new 

commission 

The  most  pressing  problem  facing 
HI  iS  and  the  other  agencies  is  clearly  the 


targeting  ihe  Money:  (  hairman 
l  evil. in  favors  .1  "hardship  index"  i<> 

identity  those  in  ^re.itesl  need, 
inadequacy  oi  statistics  foi  local  an  as  on 

which  the  distribution  ol  lunds  is  based. 

Levitan  thinks  that  should  be  the  com- 
missions first  concern  Officials  al  the 
Department  ol  Human  Resources  in 
Maryland,  foi  example,  are  currently  su 
ing  the  I  )epart  men!  ol  I  >aboi  ovei  BLS  s 
methodology 
Hack  in  February  ol  L975,  that  depart 

incut  bad  counted  its  claims  for  unem- 
ployment   insurance    and    was  eagerly 

awaiting  nearly  $2.5  million  fr   the 

federal  government  to  which  it  was  enti 
tied  under  the  Comprehensive  Employ 
incut  &  Training  Act  oi  1973  That  would 
be  enough  to  create  285  jobs  in  16  coun- 
ties, the)  figured.  Then  the  department 
received  a  telegram  from  the  Bureau  ol 
Laboi  Statistics  directing  it  to  apply  a 
new  statistical  formula  to  its  figures.  The 
result:  The  unemployment*  rate  dropped 
from  7  i'i  to  5  191  in  I-  counties,  well 
undei  the  law's  critical  level  oi  6.59 
l  in  numbei  ol  dollars  it  could  claim 
dwindled  to  nuclei  SI  million,  enough 
foi  onl)  117  jobs  So  Maryland  sued, 
accusing  IM.S  ol  usurping  rule  making 
authoi  ity 

( )fficials  at  the  I  )epartment  ol  l  aboi  fit 

Indnstrv    in  New    |crsev    had  a  similar 


experience-  and  sued  lor  $25  million,  ar- 
guing  that  New  Jersey  citizens  were  be- 
ing denied  ecpial  protec  tion  ol  the-  law. 
BLS  won  that  ease-,  however. 

Funds  thai  state  s  receive  under  the 
Public  Works  (x  Economic  Development 

Act  of  1965  and  the  Public  Works  Em- 
ployment Ac  t  of  1976,  as  well  as  CE1  \ 

are  based,  of  course',  on  unemployment 
rates  currently  available-  But  the  money 

is  not  ine  le  ased  il  revised  i.ites  tun  t 

to  be  higher.  Massachusetts  officials,  lor 
example,  have  been  upset  about  the 
money  they  didn't  net 

There  are  basically  two  sources  ol  un- 
employment data  One-  is  the  monthly 
Current  Population  Survey,  a  carefully 
designed  sampling  ol  about  47,<X)0 
households  carried  out  by  the  Census 
Bureau.  The  ( IPS  yields  the  national  tin 
employment  rate,  which  is  considered 
Statistically  accurate-  within  a  0.2% 
range.  CPS  data  is  also  used  in  preparing 

rates  for  4,300  local  an  as 

The  other  source  of  data  is  state  unem- 
ployment insuranc  e-  programs.  These,  ol 
course,  have  countable  claims.  There  is 
always  a  discrepancy  between  the  two 
sources  ol  information,  primarily  be- 
cause they  define  unemployment  differ- 
ently. I'lle  CPS  de-lines  a  person  as  un- 
employed if  lie  has  sought  work  in  the 
last  four  weeks,  and  if  he  has  not  worked 
at  all  in  tlie  past  we  e  k  Main  state  pro- 
grams allow  a  person  to  work  a  few  bonis 

per  week  and  still  collect  an  unemploy- 
ment check.  Sonic  systems  include  re- 
tired persons  anion);  the  unemployed 
and  people  who  arc  on  strike 

Tin-  problem  with  usin^  state-  unem- 
ployment insurance  data  is  that  it  is  col- 
lected at  local  offices  set  up  lot  purely 
administrative  purposes  and  has  little 
relevance  to  the  definitions  ol  eligibility 
Congress  has  written  into  the  law  s 

VnOther  problem  is  that  the  CPS  sain 
pie  is  loo  small  to  provide-  much  useful 

information  about  unemployment  rales, 
say,  among  black  teenagers  in  Omaha. 

Tripling  the  size  of  the  sample  could  do 
the  trick,  and  Slnskin  bopes  (  outness 
will  COme  up  with  the  additional  millions 

ilus  w ould  cost 

Tin-  line  difficulty  is  that  most  infor- 
mation about  unemployment  is  being 

called  upon  to  do  woik  lot  which  it  was 

never  intended.  Ihe  national  statistics 

were  dev  ised  to  indicate-  trends,  not  to 
pinpoint  depressed  areas;  insurance-  data 

is  lor  ad  minis  1 1  ring  stale  law  s 

It  s  |iisl  one  more  proof  that  throwing 

big  money  at  a  problem  doesn  i  neces 

sanlv   produce  a  solution    In  tins  case, 

( longress  can'l  ev  e  n  be  sure  bow  bit;  the 
problem  is   or  where  it  is.  ■ 
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At.  Pickle:  For  Robert  ).  Vlasic  and  his  I  58  varieties,  ever  $100  million  in  sales  and  markets  to  defend. 

Who's  Got  Heinz  In  A  Pickle? 


Answer:  An  obscure  little  West  Bloomfield,  Mich. 
:ompany  that  has  beaten  the  food  giant  at  its  own  game. 


y  THOMAS  JAFFE 

'HERE  once  was  a  bow-tied  stork,  or  so 
he  commercial  goes,  who  wanted  to  gel 
rto  the  piekle  business  because  "the 

aby  boom  had  bottomed  out."  Robert  J. 
lasic,  51,  nave  the  bird  an  acting  job 
nd  the)  have  both  been  high-flying 
ver  since. 

This  year  the  tall,  silver-haired  chail 
lan  ol  Vlasic  Foods,  Inc.  and  his  line 
lathered  television  star  will  deliver  One 
nirth  of  all  the  pickles  sold  at  retail  in 

onerica,  Vlasic  is  a  marketing  jugger 

ant;  with  over  $100  million  in  annual 
lies,  it  has  taken  giants  like  Heinz  and 
)el  Monte  by  storm.  Even  in  Heinz 
ometown  of  Pittsburgh,  Vlasic  Foods  is 
timber  one. 

How  did  Vlasic,  a  private  company 
ased  in  West  Bloomfield,  Mich,  that 
ad  sales  of  less  than  $10  million  onl\  ten 
ears  ago,  gain  its  dominant  national 
larket  share?  "Most  of  our  competitors 
'ere   manufacturing-oriented,  genera 

Ons  ot  fine  pickle  makers  and  proud  ol 
,"  smiles  Hob  Vlasic.  "We  came  in  ex 

L-tly  the  opposite,  as  marketers  who 

manufactured  to  have  something  to  sell. 

Selling  runs  in  Hob  Vlasic  s  blood.  His 
tther,  now  retired,  parlayed  a  night- 
me  Detroit  milk  run  into  Michigan  S 
irgest  wholesale  milk  distributorship, 
luring  World  War  II  he  also  marketed 
ickles  to  the  city's  Polish  community, 
y  the  1960s,  when  Hob  Vlasic  was  rim- 
ing the  company,  three  pickle  plants 
ad  been  acquired  and  expanded  and  all 
ther  businesses  sold  off.  "My  father  was 

pure  entrepreneur  with  little  interest 
l  management,"  reminisces  Vlasic 
One  clay  he  simply  told  me,  Here  it  is, 
ow  nm  with  it.'  "  Today  half  of  Vlasic 


Foods  stock  is  owned  by  the  Vlasic  lain 
ib  and  the  rest  by  Vlasic  executives 

Vlasic  proved  himself  quite  a  man- 
ager In  L970  Vlasic  and  Heinz  each  had 

Ml';  ol  die  national  pickle  market  Since 
then  Vlasic  has  more  than  doubled  its 
share  and  Heinz  has  remained  the  same 

Vlasic  now  sells  everywhere  in  the  conti- 
nental U.S.  except  the  Northwest. 

Sooner  or  later  it  had  to  slow  down, 
and  tins  year  it  has  Sales,  which  grew 
over  100'/,  from  1974  to  1970,  will  on!) 
increase   I0'<    tins  year.   A  slowdown  in 


more  Comfortable  relationship  to  sales. 

<  an  Vlasic  catch  up  with  itsell  oris  it  in 
a  pickle? 

Sa\s  a  southern  competitor:  "Vlasic  is 

on  a  Fantastic  treadmill,  They  don't  dare 

slop  running  lor  fear  someone  else  will 

run  over  them  Sn  ips  back  Hob  Vlasic: 
\\  e  doii  t  have  an>  godfather  down  in  a 

main  office  to  build  out  plants  and  let  us 
go  out  and  lose  money  to  buy  a  market. 
We  have  lo  make  a  profit,  We  have  one 
and  in  the  future  we  expect  lo  do  better." 
Exactl)  how  Vlasic  operates  is  some- 


".  .  .  'Most  of  our  competitors  were  generations  of  fine 
pickle  makers  and  proud  of  it.  We  came  in  as  marketers 
who  manufactured  to  have  something  to  sell'  .  .  ." 


this  case  is  not  all  bad,  however.  Vlasic 
Foods'  debt-to-equity  ratio  now  stands  al 

over  2-to-l.  Although  current  sales  will 

exceed  $100  million,  retained  earnings 
will  only  be  about  $13  million.  Since 
L970  two  plants  have  been  built  and  an 
existing  California  operation  bought  and 

completely  revamped  at  a  total  cost  ol 
more  than  $20  million. 

While  revenue  bonds  funded  most  ol 
this  physical  expansion,  Vlasic  has  had  to 

lease  equipment  .mil  borrow  for  s  \ 

operating  purposes;  bank  loans  to  finance 
seasonal  inventory  buildup  ran  as  high  as 
$20  million  last  year.  Furthermore,  the 
price  of  packaging,  labor  and  freight  is 
constantly  rising.  Cucumbers  alone  have 
gone  up  more  than  35%  since  1973,  to 
nearly  $4  a  bushel.  Vlasics  s  pickle  prices 
have  been  hiked  10%  in  18  months. 

The  slowdown  will  enable  the  com- 
pany's prolits   to  build  capital   into  a 


thing  die  Federal  Trade  <  lommission  has 

been  looking  into  for  over  two  years. 
Regional  competitors  complain  that  Vla- 
sic spends  furiously  to  gain  distribution, 

then  moves  elsewhere  and  starts  again. 
Bui  io  succeed  in  pickles,  you  must  be 
w  illing  to  spend  Introductory  I rade  deals 
to  retailers  c  an  go  as  high  as  25%  or  30% 
on  an  $8  or  $9  case  of  12  jars. 

Its  not  an  easy  business  There  is 
ihe  continual  front  end  i  isk  ol  OVerSUp 

ply.  Packers  contract  for  cucumbei 
acreage  at  least  a  year  in  advance.  With 
yields  steadily  increasing  it  is  easy  to 
end  up  with  more  than  a  year  s  surplus 
either  warehoused  in  bottles  or  held  in 
curing  tanks.  Pickles  are  impulse  pur 
chases  whose  peak  sales  come  al  holi 
days  and  summertime;  discount  di  als 
must  therefore  be  offered  year-round  to 
the  retailer.  He  .  then  reduces  lus 
price  per  jar,  stock  is  disposed  ol  and 
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Things  the  super  rich 
have  been  saying  behind  your  back. 


Our  chart  tells 
what  the  wealthy 
have  said  all  along: 
tax-free  income* 
keeps  the  affluent  affluent. 

Fidelity  Municipal 
Bond  Fund  can  help  do 
the  same  for  you. 


If  your  joint 

taxable 
income*  is 

Your  income 
tax  bracket 

IS: 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of: 

$24-28,000 

36% 

7.81%  9.38% 

$36-40,000 

45% 

9.09%  10.91% 

$64-76,000 

55% 

11.11%  13.33% 

$100-120,000 

62% 

13.16%  15.79% 

•There  can,  of  course,  be  no  guarantee  that  Fidelity  Municipal  Bond  Fund  will 
achieve  any  particular  tax-exempt  yield-  While  a  substantial  portion  of  the 
income  will  be  exempt  from  Federal  income  taxes,  portions  of  such  distribu- 
tions may  be  subject  to  some  state  or  local  taxes 


What's  more,  we've 
made  it  affordable' for 
even  the  average 
investor. 

There  is  no  sales 
charge  or  redemp- 
tion fee.  The  manage- 
ment fee  (4/10  of  1% 
of  The  Fund's  net  assets)  com- 
pares most  favorably  with  similar 
investments. 

A  coupon  or  call  will  bring 
complete  back-up. 
Get  it  all  today. 

Call  Iree  (800)225-6190 

In  Mass.  Call  Coifed  (617)726-0650 


Box  832,  Dept.  FF7081 5    82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information,  including  management  fees, 
other  charges  and  expenses,  please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before  you  invest  or  send  money. 


City 


State 


Zip 


FIDELITY  GROUP     Over  $3  billion  of  assets  under  management. 


Penn  Square 
counts  the  result... 
not  the  race. 


Like  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 


We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Penn  Square  Mutual  Fund 

P.O.  Box  1419,  Reading,  Pa.  19603 
Phone.  (215)  376-6771 
A  No-Load  Fund 


CALL 


A  no-load  fund  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  income  Fund,  1 00  East 
Pratt  Street,  Baltimore,  Maryland  21202. 

  Dept.  A6  


RQWE  PRICE 
TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  lee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money 


room    made   for   next   year's  pickles. 

Vlasic's  marketing  strategy  is  to  bom- 
bard the  consumer  with  pickle  power. 
This  year  it  will  spend  more  than  $2 
million — more  than  all  its  competitors 
combined — on  television  advertising.  It 
also  has  developed  the  largest  product 
line,  138  items  (including  relishes,  pep- 
pers and  sauerkraut)  that  can  be  intro- 
duced into  a  store  en  masse.  Argues 
Dennis  Sullivan,  36,  Vlasic's  new  presi- 
dent and  formerly  head  of  sales  and  mar- 
keting, "We  haven't  driven  anybody  out 
of  business  nor  do  we  intend  to.  Our 
merchandising  makes  competitors  try 
harder  and  then  overall  sales  improve." 

Admits  a  spokesman  for  a  major  west- 
ern competitor:  "Since  Vlasic  came  to 
California,  the  pickle  sections  have  never 
looked  better.  Everyone  is  selling  more." 
According  to  Sales  Area-Marketing  Re- 
search Inc.,  pickle  volume  on  the  West 
Coast  has  grown  about  8%  since  Vlasic  s 
market  entry  almost  a  year  ago.  The 


.  .  'Vlasic  is  on  a 
treadmill.  They  don't  dare 
stop  running  for  fear  some- 
one will  run  over  them'  .  . ." 


research  organization's  figures  for  the  52- 
week  period  ended  in  June  show  that  in 
San  Francisco  and  Los  Angeles  Vlasic's 
market  share  is  already  within  five  per- 
centage points  of  leader  Del  Monte. 

The  Vlasic  approach  hasn't  worked 
everywhere.  In  St.  Louis,  the  nation's 
number  two  city  in  per-capita  pickle 
sales,  Vlasic  has  competed  with  a  divi- 
sion of  Dean  Foods  for  over  nine  years 
and  still  has  less  than  a  20%  share.  Nor 
has  it  succeeded  against  about  a  dozen 
other  private  packers  and  corporate  di- 
visions dominating  markets  as  large  as 
Minneapolis  and  Atlanta.  So  some  see 
Vlasic  as  just  a  flash  in  the  pan.  Shrugs  a 
representative  of  Tacoma-based  Nalley  s 
Fine  Foods:  "We're  going  to  let  Vlasic 
shoot  its  wad  in  our  markets  and  then 
hang  on  to  what  we've  got." 

Bob  Vlasic  says  that  his  biggest  prob- 
lem these  days  is  not  the  competition  but 
getting  the  FTC  off  his  back.  "It's  like  a 
runner  wearing  a  three-pound  shoe,"  he 
frets.  ."Why  focus  on  us  when  our  major 
competitors  are  multibillion-dollar  cor- 
porations with  plenty  more  money  to 
spend  than  we  have?  Yet  I've  heard  peo- 
ple say  we're  already  monopolizing  the 
business.  If  it  didn't  hurt,  I'd  laugh.  " 

So  right  now  Vlasic  has  its  problems — 
with  the  FTC,  with  competitors,  with  its 
own  capital  structure.  Still,  it  has  been 
quite  an  accomplishment  for  a  little  outfit 
to  steal  over  $100  million  worth  of  busi- 
ness right  from  under  the  noses  of  a  lot  of 
well-heeled  giant  companies.  ■ 
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\nnual  Mutual  Fund 
Survey:  1977 

here's  a  dance  in  the  old  dame  yet. 


's  NO  news  that  investors  have  been 
■serting  mutual  funds  in  droves.  Since 
171  holders  have  cashed  in  $26.1  billion 
3rth  of  mutual  funds  while  buying  only 
;0  billion  worth  (excluding  money  mar- 
•t  funds).  Last  year  alone  stock  mutual 
nds  lost  $3  billion  on  balance.  Over 
ose  five  years  the  number  of  accounts 
opped  from  11.3  million  to  9  million. 
What  about  those  who  didn't  redeem? 
1974  they  took  a  terrible  beating,  but 
ice  then  the  average  fund  share  has 
ined  around  60%  in  value  and  is  almost 


back  to  the  high  reached  in  late  1972. 

A  quick  look  at  the  long-term  record 
shows  that  despite  the  bad  show  for  a  few 
years,  in  the  long  run  funds  have  outper- 
formed most  investment  media. 

Many  fundholders  seem  to  have  left 
just  when  they  should  have  stayed. 

Since  Oct.  7,  1966,  the  178  stock  funds 
(11  years  or  older)  listed  here  have  aver- 
aged a  3.8%  compounded  annual  return 
(with  capital  gains  dividends  reinvested). 
Over  the  same  period,  Standard  & 
Poor's  500  stock  average  showed  a  3% 


return,  and  the  Dow  Jones  industrial 
average  has  managed  only  2%. 

Or  look  at  it  another  way:  135,  or  76% 
of  the  178  funds  have  beaten  the  Dow, 
and  61%  have  beaten  the  S&P. 

They  have  also  done  better  than  other 
pools  of  managed  funds,  according  to  a 
study  by  Chicago's  Becker  Securities'  In- 
stitutional Funds  Evaluation  Service. 
Becker  calculates  that  equities  managed 
by  pension  funds  for  banks  had  a  median 
compound  return  (including  regular 
dividends,  which  are  excluded  from  the 
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What  The  Ratings  Mean 

Forbes  rates  mutual  funds  on  the  basis  of  their 
performance  in  each  of  three  rising  markets  and 
three  falling  markets  (see  chart).  To  get  a  high 
score,  a  fund  must  show  superior  performance  in 
all  three  periods.  In  up  markets,  the  top  12.5%  get 
an  A+,  the  next  12.5%  get  an  A,  the  next  25%  gpf 
B,  the  next  25%  get  C,  the  lowest  25%  get  D.  In 


down  markets,  the  ratings  range  from  A  to  F,  with 
an  occasional  A+  awarded  for  outstanding  perfor- 
mance. In  both  the  up-market  and  down-marke? 
ratings,  there  is  some  weighting  toward  perfor- 
mance in  the  most  recent  period — that  is,  the  most 
recent  period  counts  for  more.  After  all,  how 
you're  doing  counts,  not  how  you  did. 
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About  the  only  thing  Alco  has  in  common  with 
our  fellow  billion-dollar  corporations  is  our 
size.  Because,  out  of  over  300  companies  in 
the  billion-dollar  club,  Alco  Standard  is  the 
only  corporation  to  operate  in  the  spirit  of 
a  partnership. 

Alco  centralizes  common  administrative 
functions  for  our  companies.  Each  of  them  is 
then  free  to  tackle  productive  challenges. 

Some  people  say  that  Alco  preserves  the 
spirit  of  the  independent  American 
businessman.  And  we  do.  But  what  we  also 
do  is  put  the  fun  back  into  being  successful. 
Because  despite  our  vast  corporate 
capabilities,  each  company  manager  still 
makes  his  own  success. 

The  collective  success  of  all  our  people, 
combined  with  the  security  of  Alco's  diverse 
operating  base,  gives  us  an  ideal  balance 
for  growth.  A  balance  that  spans  the  areas  ol 
manufacturing,  resources  and  distribution. 


If  Alco's  unique  balanced-for-growth  approach  intrigues  you  send  for  our 
1976  annual  report  and  latest  interim.  Write  Alco  Standard  Corporation, 
Dept.  8S,  P.O.  Box  24186,  Cleveland,  Ohio  44124. 


ALCO 

The  Corporate  Partnership 


The  Honor  Roll:  1977's  Winners 


sjame  (Number  of  Times  on  Honor  Roll) 


Type 


Ratings  Total 
Up    Down        Total  Assets 
Markets  Markets    Return*  (mil.) 


Investment 
Adviser 


DIVERSIFIED  STOCK  FUNDS 


Energy  Fund  (1) 

Financial  Industrial  Income  Fund  (2) 
Guardian  Mutual  Fund  (2) 
Kemper  Growth  Fund  (1) 
Madison  Fund  (1 ) 
Mutual  Shares  (2) 
Pioneer  Fund  (3) 
Putnam  Growth  Fund  (1) 
Standard  Shares  (2) 
Windsor  Fund  (3) 


No- Load 

B 

B 

9.1% 

$193.7 

Neuberger  &  Berman  Mgmt. 

No-Load 

B 

B 

13.5 

144.6 

Financial  Programs 

No-Load 

B 

B 

10.6 

82.2 

Neuberger  &  Berman  Mgmt. 

Load 

A  + 

C 

11.1 

122.3 

Kemper  Financial  Services 

Closed-End 

B 

B 

11.4 

392.9 

Self-managed 

No-Load 

A  + 

A 

14.4 

25.0 

Heine  Securities  Corp. 

Load 

B 

B 

11.9 

429.4 

Pioneering  Mgmt.  Corp. 

Load 

A 

C 

8.6 

604.0 

Putnam  Management 

Closed-End 

B 

B 

13.0 

134.3 

Self-managed 

No-Load 

B 

B 

11.5 

553.2 

Wellington  Management 

BALANCED  FUNDS 

■ 

\xe-Houghton  Fund  B  (1)  Load 
<emper  Total  Return  Fund  (1)  Load 

B  B 

A  +  C 

8.2 
10.0 

222.7 
37.6 

E.W.  Axe  &  Co. 

Kemper  Financial  Services 

SPECIALIZED  AND  FOREIGN  FUNDS 

apan  Fund  (4)  Closed-End 
'etroleum  &  Resources  (3)  Closed-End 
fempleton  Growth  Fund  (4)  Load 

B  A 
B  A 
A  A+ 

20.9 
12.5 
19.1 

152.7 
117.0 
62.0 

Asia  Management  Corp. 
Self-managed 
Templeton  Inv.  Counsel 

The  sum  of  the  1 1-year  average  annual  growth  rate  and  the  latest  12-month  return  from  income  distributions. 

3RBES  calculations)  of  4.1%  over  the 
ist  decade;  those  managed  by  insur- 
ce  companies  had  a  return  of  4%,  and 
ose  managed  by  private  investment 
unselors  had  a  return  of  3.7%.  By  con- 
ist,  the  average  return  for  stock  mutual 
nds  was  6.8%. 

In  the  latest  12  months,  the  funds 
ve  again  handily  beat  the  market  aver- 
es  with  a  2.6%  gain,  vs.  a  7.9%  drop 
r  the  Dow  and  a  3.6%  drop  for  the  S&P 
0.  So  much  for  index  funds! 
Perhaps,  then,  there  is  some  truth  to 
those  lines  of  the  mutual  fund  sales- 
Mi:  Let  the  professionals  watch  your 
)cks  while  you  watch  your  business; 
w  can  you  do  as  well  as  a  manager  who 
ends  all  his  time  following  your  portfo- 
i?  Then,  too,  there  are  the  diversifica- 
m  arguments:  You  can't  get  wiped  out 
■  a  single  mistake;  and,  you  can  aflord 
eater  risks  and  the  attendant  higher 
turns  with  the  diversified  portfolio  of  a 
ritual  fund. 

Whatever  the  reasons,  it's  hard  to  ar- 

le  with  the  numbers.  The  numbers 

dicate  that  hind  managers  as  a  group 

ve  done  a  creditable  job. 

But  there  are  a  couple  of  things  to 

member. 

One  is  that  none  of  the  above  figures 
ows  for  the  sales  commission,  usually 
5%.  With  a  few  exceptions,  that  8.5% 


sales  charge  ("load")  would  so  penalize 
investment  results  that  few  funds  would 
beat  the  averages  over  any  reasonable 
period  of  time.  Hence,  the  increasing 
popularity  of  no-load  (that  is,  no  sales 
commission)  funds,  which  are  growing  at 
the  expense  of  the  load  funds. 

The  no-load  funds  (excluding  money- 
market  funds)  now  account  for  over  20% 
of  the  industry  s  assets,  up  from  9%  in 
1970.  What's  more,  sales  of  no-load 
funds  accounted  for  22%  of  sales  in  1976 
and  44%  in  1977's  first  quarter — as 
against  5%  in  1966.  In  the  past  six  years 
50  funds  with  $3.3  billion  in  assets  have 
shifted  from  load  to  no-load — including 
the  entire  $2-billion,  14-fund  Vanguard 
Group  and  three  of  the  nine  Dreyfus 
funds  (four  were  already  no-load). 

Sellers  of  load  funds  stress  that  the 
switch  to  no-loads  is  due  to  a  simulta- 
neous switch  from  stock  funds  to  bond 
funds — where  the  8.5%  sales  charge  is 
much  more  visible  because  it  comes  out 
of  a  current  yield  rather  than  a  future 
dream.  But  once  you've  shown  them  the 
no-loads,  why  should  they  switch  back? 

The  second  thing  to  remember  about 
mutual  funds  is  that  they  come  in  all 
shapes  and  sizes;  there  is  no  single,  stan- 
dard product.  While  the  funds  as  a  group 
tended  to  outperform  the  averages,  such 
generalizations  aren't  much  help  to  the 


individual  investor.  Six  of  the  funds  com- 
pounded their  investors'  money  at  an 
annual  rate  of  10% — and  even  better — 
over  our  11-year  measuring  period,  thus 
beating  almost  any  investment  medium 
you  can  mention.  But  over  the  same 
period,  14  showed  a  negative  return — 
they  lost  money  for  their  shareholders. 

Picking  funds,  like  picking  stocks, 
takes  time  and  care  and  thought;  our 
survey  is  carefully  designed  to  help  the 
investor  make  intelligent  choices. 

Our  survey  measures  three  things: 
consistency  of  performance,  investment 
results  and  dividend  return.  To  score 
high  on  consistency,  a  fund  must  do 
better  than  the  average  fund  in  all  six 
market  segments  in  our  11-year  period. 
An  A  in  up  markets  marred  by  a  D  or  F 
in  down  markets  is  less  desirable  than  a 
double  B  (see  box,  p.  68). 

Although  there's  no  clear  correlation 
between  a  fund's  size  and  its  perfor- 
mance, the  larger  funds  do  tend  to  be 
steadier  performers.  (However,  too  large 
a  portfolio  makes  it  difficult  for  a  fund  to 
react  quickly  to  changing  conditions.) 
Large  funds  also  tend  to  have  lower  ex- 
pense ratios  simply  because  they  can 
benefit  from  economies  of  scale.  \  low 
expense  ratio  can't  save  a  disastrous  per- 
formance in  a  single  year,  but  in  the  long 
run  it  can  have  a  significant  effect.  ■ 
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Performance  Investment  Results 


Katings 

11 -Year 

Average 

Latest 

,  Total  Assets  ^ 

In 

In 

Latest 

Annual 

1 2  Months 

6/30/77 

%  Change 

Maximum 

Annual 

UP 

DOWN 

1 2  Months 

Growth 

Dividend 

In 

1977  vs. 

Sales 

Expenses 

Markets 

Markets 

Cain 

Rate 

Return 

Millions 

1976 

Charge 

Per  $100 

- 

- 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

c 

D 

FORBES  Stock  Fund  Average 

-3.3% 

2.3% 

3.1% 



_  ■ 

Stock  Funds  (Load) 

c 

C 

1.1% 

4.8% 

4.3% 

)i,uj/.y 

—J.I 

7.25% 

$0.41 

•B 

D 

AMCAP  Fund  (started  4/67)   

6.9 

1.8 

J  0Y 

—j.J 

8.50 

0.79 

•C 

•B 

American  Equity  Fund  (started  1/69)   

3.1 

— 

1.5 

o  O 
i.L 

c.  q 

-D.y 

8.50 

1.52 

c 

F 

American  General  Capital  Growth  Fund   

-6.4 

-  1.1 

1.7 

173.6 

-20.8 

850 

0.90 

c 

B 

American  Growth  Fund   

8.7 

4.8 

•  2.8 

15.0 

5.6 

7.25 

1.49 

.A 

B 

American  Insurance  &  Industrial  Fund   

14.6 

2.0 

1  fi  O 

OA  A 

8.50 

1.00 

.0 

•C 

American  Leaders  Fund  (started  2/69)   

-1.4 

— 

3.7 

9fi  1 

1  A  C 

1.50 

1.33 

c 

B 

American  Mutual  Fund   

4.4 

5.0 

4.8 

"3  "30  A 

O  A 

8.50 

0.58 

A+ 

D 

American  National  Growth  Fund   

13.1 

7.2 

28 

20.6 

11.4 

8.50 

085 

B 

F 

Anchor  Growth  Fund   

8.6 

-1.1 

2.1 

192.3 

19.9 

7.25 

0.69 

•A 

.0 

Audax  Fund  (started  1 1/69)   

-2.3 

0.4 

J.J 

-ID. 4 

8.50 

1.42 

B 

D 

Axe-Houghton  Stock  Fund  

-5.7 

7.0 

1.3 

00.  1 

1  7  3 

—  1  /.J 

8.50 

0.90 

•C 

•C 

Berkshire  Capital  Fund  (started  12/68)   

1.5 

— 

3.1 

J.fl 

1  0 
1.0 

8.50 

1.46 

■B 

•C 

BLC  Growth  Fund  (started  10/69)   

0.2 

— 

2.0 

8.6 

-3.4 

8.50 

1  01 

•C 

•A 

BLC  Income  Fund  (started  10/69)   

6.8 

— 

4.8 

10.8 

14.9 

8.50 

0.95 

D 

D 

Bondstock  Corp   

2.7 

0.9 

3.3 

1  O  0 

-y.o 

8.50 

0.78 

•C 

F 

Boston  Mutual  Fund  (started  1/69)   

-10.6 

2.6 

O  Q 

oo  n 

8.50 

1.02 

C 

C 

Broad  Street  Investing  Corp   

-0.3 

5.2 

4.5 

J4U.0 

a  1 

-0.1 

7.25 

0.42 

B 

D 

Brown  Fund*   

2.7 

3.6 

1.9 

3.3 

-17.5 

7.25 

1.55 

C 

C 

0.9 

4.1 

3.8 

151.5 

4.6 

8.50 

0.59 

D 

B 

Capamerica  Fund 

5.2 

2.8 

6.1 

i.O 

i.i 

7.00 

1  52 

A 

F 

Capital  Fund  of  America   

-2.7 

2.6 

2.4 

n  l  c 

91.0 

lob 

8.50 

0.86 

C 

D 

Capital  Shares   

12.7 

1.2 

1.5 

o(\  1 
jU.1 

i  ri 
-l.U 

7.00 

1.35 

•B 

D 

The  Cardinal  Fund  (started  12/66)  

12.4 

— 

2.7 

13.1 

4.0 

8.50 

1.06 

B 

D 

Century  Shares  Trust  

198 

5.0 

2.7 

70.9 

8.7 

7.25 

0.56 

•A 

D 

CG  Fund  (started  2/68)   

-5.9 

2.1 

i  oa  n 

-y.j 

7.50 

0.70 

•A 

B 

Charter  Fund  (started  7/67)   

21.3 

— 

0.9 

io.O 

1  /j.j 

8.50 

1.50 

•B 

F 

Chase  Frontier  Capital  Fund  of  Boston  (started  3/68) 

-6.6 

— 

none 

1 6.1 

OO  Q 

-LL.0 

850 

1.35 

A 

F 

The  Chase  Fund  of  Boston   

-6.7 

2.3 

2.7 

33.1 

-21.2 

8.50 

0.94 

•B 

•F 

Chase  Special  Fund  of  Boston  (started  7/69)   

-4.5 

— 

0.7 

109 

18  1 

8.50 

1.39 

C 

c 

Chemical  Fund  

-12.3 

4.7 

2.6 

768.3 

183 

8.50 

0.53 

D 

c 

The  Colonial  Fund   

-5.0 

1.1 

4.8 

100.2 

-19.3 

8.50 

0.72 

B 

F 

Colonial  Growth  Shares   

-9.9 

2.3 

2.1 

68.8 

-24.0 

8.50 

1.02 

C 

C 

Commerce  Fundi  

-1.3 

3.6 

29 

55.2 

-15.0 

8.50 

0.78 

B 

D 

Common  Stock  Fund  of  State  Bond  and  Mortgage  Co 

-6.2 

4.0 

1.9 

37.3 

-12.4 

8.50 

1.10 

0 

D 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B 

0.0 

0.8 

4.8 

18  0 

-16.3 

7.50 

0.62 

D 

C 

Commonwealth  Fund  Indenture  of  Trust  Plan  C  ... 

-1.3 

2.9 

3.9 

46.4 

-8.8 

7.50 

0.75 

C 

D 

Composite  Fund   

-7.1 

2.4 

2.8 

27.9 

-22.9 

7.00 

0.89 

•C 

C 

Comstock  Fund  (started  10/68)   

12.5 

2.6 

79.4 

3.0 

8.50 

1.01 

C 

C 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B" 

-0.1 

3.0 

4.6 

49.0 

-4.5 

t 

0.13 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  The  Brown  Fund  ot  Hawaii. 

!  Holders  to  vote  on  change  of  name  and  primary  investment  objective. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


EXPLANATION  OF  COLUMN  HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN  markets:  UP,  10/7/66-11/29/68;  5/26/70-1/11/73; 
10/3/74-9/21/76.  DOWN,  11/29/68-5/26/70;  1/11/73- 
10/3/74;  9/21/76-6/30/77.  In  determining  both  the  perfor- 
mance ratings  and  the  percentage  figures  in  the  Investment 
Results  section,  all  capital  gains  distributions  have  been 
reinvested,  but  income  dividends  have  not.  All  results  are 
based  on  investments  at  net  asset  value  and  do  not  allow  for 


sales  charges.  In  the  Investment  Results  section,  the  latest  12 
months  covers  the  period  from  June  30,  1976  to  June  30, 
1977;  the  1 1-year  average  annual  growth  rate  covers  the  period 
from  October  7,  1966  to  June  30,  1977.  Dividend  Return  is 
based  on  June  30,  1977  net  asset  value  and  the  income  payout 
for  the  preceding  12-month  period.  Annual  expenses  include 
management  fees  and  operating  expenses  as  a  percentage  of 
average  net  assets. 
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At  any  altitude,  at  any  speed, 
in  any  weather,  at  any  time, 
against  any  threat,  the  best 
fighter  in  the  world  today 
is  the  F-15  Eagle. 


Basics. 


Concentrating  on  basics  has  made  us  a 
billion  dollar  company. 

Basics  like  water.  Crane  pollution  control 
equipment  treats  and  filters  municipal  drinking 
water.  It  removes  contaminants  from  the  process 
water  used  by  industry  and  utility  generating 


stations.  And  a  broad  range  of  Crane  pumps  an 
valves  move  fluids  and  control  their  flow. 

Basics  like  coal,  iron  ore,  limestone  and 
dolomite.  Crane's  mines  and  quarries  supply  the 
raw  materials  that  are  the  basic  ingredients  of 
steel.  The  quality  steel  our  CF&I  Steel  Corporatic 


The  foundation  of  Crane's  growth. 


5  into  products  used  by  the  petroleum, 
spoliation,  mining  and  construction  industries 
Basics  like  air.  Virtually  every  commercial 
nd  military  transport  depends  upon  Crane's 
puterized  braking  system  for  landing, 
ne's  anti-skid  braking  system  will  be  aboard 


NASA's  future  space  shuttle. 

Basics  are  what  we're  all  about.  They  not 
only  have  put  us  at  the  center  of  American  industry, 
they  have  made  us  a  growing  and  successful 
company.  Crane  Co.,  300  Park  Avenue,  New  York, 
New  York  10022. 


Fluid  and  pollution  control/Steel/Building  products/Aerospace  and  aircraft 


"  ID. 


iff 


Join  the  waste  watchers 
and  make  the  most  of  every 
inch  of  paper  you  buy. 


The  inches  add  up. 

Fort  Howard  has  a  lot  of  ways  to 
help  you  get  the  most  out  of  every 
inch  of  paper  you  buy. 

Take  our  larger-roll  tissue  and 
towels.  They  have  to  be  changed  less 
often.  So  you  throw  away  fewer  stub 
roll  leftovers— and  waste  less  paper. 

We've  all  but  eliminated  leftovers 
in  our  Commander  I  "  cabinet.  It 
uses  almost  every  inch  of  paper  on 
one  roll  before  it  starts  on  the  next. 


Put  the  inches  where  they  count. 

We  put  12%  more  hand-dries  into 
our  largest  roll  towel.  We  simply 
added  75  feet  to  our  625-foot  roll 
towel.  So  you  get  all  the  extra  hand- 
dries  of  a  longer-roll  towel  service. 

Be  a  waste  watcher. 
Your  local  Fort  Howard  distributor 
can  show  you  how  to  be  a  waste 
watcher.  Call  him  today. 
Before  another  inch 
slips  away.  y  ^  f 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 
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Investment  Results 

11 -Year 

Average  Latest  <  Total  Assets  > 

Latest       Annual  1 2  Months  6/30/77    %  Change    Maximum  Annual 

12  Months    Growth  Dividend       In  1977  vs.       Sales  Expenses 

Cain          Rate  Return  Millions        1976         Charge       Per  $100 


- 

- 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

c 

D 

FORBES  Stock  Fund  Average 

-3. 3% 

2.3% 

3.1% 

stock  runds  (Load) 

A 

D 

Country  Capital  Investment  Fund   

-5.0% 

6.0% 

2.1% 

$41.3 

-2.8 

7.50% 

$0.89 

D 

A 

Decatur  Income  Fund   

9.0 

5.5 

5.0 

275.6 

3.0 

8.50 

0.84 

B 

C 

Delaware  Fund  

3.4 

3.8 

3.8 

332.4 

-10.7 

8.50 

0.74 

•C 

F 

Delta  Trend  Fund  (started  10/68)   

7.0 

— 

0.6 

9.1 

-9.0 

8.50 

1.50 

•B 

•D 

Directors  Capital  Fund  (started  2/70)   

3.8 

— 

06 

l;  3.7 

-14.0 

8.50 

2.03 

C 

B 

Diversified  Fund  of  State  Bond  &  Mortgage  Co 

2.6 

4.9 

3.6 

4.7 

9.3 

8.50 

1.06 

D 

D 

Dividend  Shares   

-3.8 

3.7 

3.9 

292.3 

-9.8 

8.50 

0.64 

C 

C 

5.5 

3.3 

3.5 

1,481.5 

-7.3 

8.50 

0.63 

•C 

•B 

The  Dreyfus  Leverage  Fund  (started  6/69)  

8.2 

— 

2.4 

259.3 

-2.3 

8.50 

1.00 

taion  &  nowara  runus 

•A 

F 

Growth  (started  4/68)   

-4.7 

0.5 

26.4 

-17.5 

7.25 

0.99 

•D 

F 

Special  (started  4/68)   

9.2 

— 

0.5 

16.6' 

-3.5 

7.25 

1.38 

D 

F 

Stock   

-6.0 

-0.5 

3.9 

107.5 

-18.3 

7.25 

0.67 

C 

D 

-2.2 

1.2 

3.3 

39.9 

-7.0 

8.00 

0.81 

a 
0 

r 

r 

r 

-0.0 

0.9 

1  0 

1.3 

Ibb.U 

on  n 

o  cn 

n  m 
0.9/ 

•D 

D 

Equity  Growth  Fund  of  America  

-5.2 

0.9 

35.8 

-20.4 

8.50 

1.20 

A+ 

F 

Fairfield  Fund   

-0.4 

3.1 

1.9 

31.4 

-11.1 

8.00 

1.16 

C 

F 

Fidelity  Capital  Fund   

-11.0 

-  1.0 

1.6 

242.3 

-23.7 

8.50 

0.67 

C 

C 

Fidelity  Fund   

2.1 

4.6 

3.9 

572.3 

-10.8 

8.50 

0.55 

c 

F 

Fidelity  Trend  Fund   

-4.7 

1.6 

1.8 

525.7 

-18.0 

8.50 

0.64 

.c 

•F 

First  Investors  Discovery  Fund  (started  9/69)  .... 

0.8 

0.2 

4.0 

-13.0 

8.50 

1.50 

D 

C 

First  Investors  Fund   

7.4 

2.2 

5.2 

18.4 

-5.6 

8.50 

0.95 

A 

F 

First  Investors  Fund  for  Growth  

-5.7 

1.9 

1.2 

65.9 

-15.7 

8.50 

0.96 

D 

C 

First  Investors  Trend  Fund   

-3.1 

2.1 

1.4 

0.7 

-30.0 

8.50 

1.52 

•C 

D 

Fletcher  Fund  (started  11/66)   

14.0 

— 

1.1 

13.1 

-5.1 

8.50 

1.31 

Founders  Funds 

B 

D 

-4.4 

2.9 

1.1 

32.7 

-19.7 

8.50 

1.34 

•D 

B 

7.9 

— 

4.4 

6.3 

-1.6 

8.50 

1.50 

C 

D 

-7.6 

3.2 

3.6 

1594 

-11.4 

8.50 

0.44 

•B 

A 

15.0 

— 

1.3 

16.4 

-5.8 

8.50 

1.50 

Franklin  Custodian  Funds 

•B 

F 

DynaTech  Series  (started  1/68)   

0.0 

— 

2.0 

13.0 

-3.7 

7.25 

1.17 

B 

D 

-10.4 

4.4 

1.9 

12.9 

-9.8 

7.25 

1.01 

D 

C 

19.2 

-2.2 

6.0 

12.4 

11.7 

7.25 

1.19 

•0 

B 

Freedom  Fund  (started  5/68)   

9.3 

— 

4.1 

20.6 

-5.5 

8.50 

1.02 

D 

D 

6.9 

-0.1 

3.2 

47.3 

-1.1 

8.50 

0.87 

•A 

•C 

Fund  of  the  Southwest  (started  10/69)   

14.1 

1.7 

1.9 

11.8 

7.50 

1.00 

D 

D 

-3.7 

0.5 

3.6 

550.7 

-17.2 

7.25 

0.60 

•0 

F 

Fundex  (started  12/67)   

-5.5 

none 

0.4 

-20.0 

t 

4.24 

•D 

C 

-1.6 

0.3 

37.4 

141.3 

8.50 

143 

C 

D 

-6.7 

1.8 

3.7 

393.0 

-16.8 

8.50 

0.71 

•B 

•F 

Hamilton  Growth  Fund  (started  12/68)  

-1.4 

1.9 

30.9 

-14.6 

8.50 

1.19 

•C 

F 

John  Hancock  Growth  Fund  (started  2/69)  

-11.5 

1.2 

28.7 

-19.8 

8.00 

1  15 

C 

B 

7.5 

4.4 

5.6 

128.0 

-3.0 

8.50 

0.72 

•A 

F 

IDS  New  Dimensions  Fund  (started  8/68)   

-3.9 

1.2 

205.2 

-17.1 

8.00 

0.59 

•A 

•F 

-4.0 

2.1 

152.0 

-15.2 

8.00 

0.64 

•C 

•C 

5.3 

7.4 

11.7 

-0.9 

8.50 

1.48 

B 

D 

0.1 

1.4 

1.1 

14.6 

-15.6 

8.50 

1.32 

B 

D 

0.4 

4.5 

2.5 

67.8 

-15.0 

8.50 

0.93 

B 

C 

0.8 

5.8 

3.4 

1.357.0 

-6.0 

8.50 

0.46 

•   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t   Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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Forbes 


Fund  Ratings— 1 977 

Investment  Results 

n-Year 

Average  Latest  Total  Assets  . 

Latest       Annual  1 2  Months  6/30/77  "It  Change    Maximum  Annual 

12  Months    Growth  Dividend  In  1977  vs.       Sales  Expenses; 

Gain          Rate  Return  Millions  1976         Charge        Per  SUM 


Standard  &  Poor's  500  Stock  Average  -3.6%      3.0%  4.6% 

C  D         FORBES  Stock  Fund  Average  -3.3%      2.3%  3.1% 


Stock  Funds  (Load) 


Performance 
Ratings 

In  In 

UP  DOWN 
Markets  Markets 
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MagnaCap  Fund  (started  1/70)   

n  o 
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1.1 

O  1 
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O  A 

C  7C 
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2  00 

n 
U 

F 

Manhattan  Fund  

-11.7 

-  7.3 

5.2 

49.4 

19  8 

8.50 

1.50 

D 

0 

C  A 

-3.4 

9  C 

9  1 

99  7 

St.! 

Q  9 

7  Cfi 

/.bU 

fi  oc 

U  ob 

B 

F 

Massachusetts  Investors  Growth  Stock  Fund  

-10.8 

2.0 

1.8 

737.5 

-21.5 

7.25 

0.46 

D 

C 

-6.8 

2.0 

3.8 

1,316.6 

-15.7 

7.25 

0.39 

C 

D 

Midamerica  Mutual  Fund   

1.9 

1.0 

2.7 

31.3 

2.0 

8  50 

0.95 

Mutual  Investing  Foundation 

D 

C 

MIFFund   

^1.5 

4  1 

3.9 

252.5 

-5.6 

7.50 

0.68 

C 

F 

MIF  Growth  Fund   

-3.0 

00 

2.1 

28.3 

-5.7 

7.50 

0.86 

.0 

D 

Mutual  of  Omaha  Growth  Fund  (started  5/68) 

-8.7 

2.1 

18.4 

-20.7 

8  00 

1.02 

A 

D 

National  Investors  Corp   

-3.5 

4.8 

1.9 

637.3 

-14.1 

7.25 

0.43 

National  Securities 

B 

F 

Growth  Fund  

-3.9 

1.2 

2.3 

133.4 

-16.7 

7.25 

0.69 

D 

B 

Stock  Fund  

5.2 

4.1 

4.3 

268  4 

4.6 

7.25 

0.66 

•C 

B 

NEL  Equity  Fund  (started  12/68)   

3.5 

3.1 

.  8.9 

4.7 

8  00 

1.03 

•B 

C 

NEL  Growth  Fund  (started  12/68)   

3.2 

13 

20.8 

-7.1 

800 

0.89 

•B 

•B 

New  York  Venture  Fund  (started  2/69)   

78 

1.7 

38.7 

-25.3 

8.50 

1.07 

D 

C 

Old  Dominion  Investors'  Trust  

10.6 

2.4 

5.3 

34 

6.3 

0.99 

097 

•B 

C 

Omega  Fund  (started  4/68)  

10.3 

1.4 

31.2 

-5.7 

t 

1.30 

•B 

•0 

Oppenheimer  A.I.M.  Fund  (started  12/69)   

0.9 

1.8 

161  0 

15.5 

8  50 

1.11 

B 

F 

Oppenheimer  Fund   

-7.0 

3.9 

2.9 

369  7 

-17.6 

8.50 

095 

D 

A  + 

Over-The-Counter  Securities  Fund   

20.6 

8.6 

3.0 

10.4 

31.7 

8.00 

1.49 

•A 

•C 

Pace  Fund  (started  7/69)   

15.9 

none 

13.2 

4.8 

8.50 

1.27 

C 

B 

Paramount  Mutual  Fund   

15.0 

6.2 

3.4 

9.2 

35.3 

8.00 

1.52 

•  Fund  rated  tor  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Supervised  Investors  Growth  Fund. 
**  Formerly  Supervised  Investors  Summit  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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Cement:  You  can't  build 
a  future  without  it. 


Vlaybe  you  knew  portland  cement  was  the 
astest-growing  of  the  big  three  construction 
materials.  But  did  you  know  that  it  had  been 
jutpacing  the  others  at  the  rates  shown  on 
he  graph  above?  And  it's  likely  to  outrun 
hem  at  an  even  faster  pace  in  the  years 
ihead  because  portland  cement  concrete 
jffers  inherent  insulating  qualities  that 
Decome  more  significant  with  increasing 
:oncern  for  conservation  of  energy. 

Lone  Star,  the  Western  Hemisphere's  lead- 
ng  cement  producer,  and  also  the  country's 
eading  supplier  of  ready-mixed  concrete  and 


}f  sand  and  gravel  to  make  concrete,  is  po- 
sitioned to  play  a  growing  part  in  supplying 
materials  for  both  new  and  traditional  appli- 
cations. 


Will  there  be  enough? 

Informed  projections  indicate  that  demand  is 
approaching  capacity  and  will  be  in  close 
balance  with  it  by  1980.  New  cement  plants 

CEMENT:  ESTIMATED  CAPACITY  VS.  PRODUCTION 
Millions  of  Tons-Portland  Cement  Clinker 


90 


85 


APACITY 


require  long  lead  times  and  high  capitaliza- 
tion for  design  and  construction,  so  over- 
capacity is  not  a  likely  problem  for  at  least 
several  years. 

Lone  Star  Industries: 
more  than  cement. 

As  a  leading  supplier  of  lumber  and  building 
materials  to  both  contractors  and  the  bur- 
geoning do-it-yourself  market,  we've  tripled 


In  the  right  place  at  the  right  time. 


our  sales  in  this  area  in  five  years. Total  corpo- 
rate sales  and  earnings  hit  a  new  peak  in 
1976.  With  housing  starts  climbing  again, 
the  do-it-yourself  market  booming,  and  major 
construction  turning  upward,  we  see  a  prom- 
ising future.  If  you'd  like  to  know  more  about 
us,  write  to  One  Greenwich  Plaza,  Green- 
wich, Conn.  06830,  for  our  Annual  Report. 

LONE  STAR  INDUSTRIES 
Millions  of  Dollars 
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Fund  Ratings— 1977 


Performance 
Ratings 


In  In 

UP  DOWN 
Markets  Markets 


Investment  Results 


Latest 
1 2  Months 
Gain 


IT -Year 
Average 
Annual 
Growth 
Rate 


Latest  t  Total  Assets  n 

12  Months  6/30/77    %  Change  Maximum 

Dividend        In          1977  vs.  Sales 

Return  Millions        1976  Charge 


Annual 
Expenses 
Per  $100 


- 

- 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

c 

D 

FORBES  Stock  Fund  Average 

-3.3% 

2.3% 

3.1% 

mock  runas  \LOaa) 

B 

C 

Philadelphia  Fund   

4.3% 

5.6% 

2.2% 

$86.0 

-5.5 

8.50% 

$0.81 

A 

D 

Pilgrim  Fund   

20.3 

6.4 

0.7 

12.7 

7.6 

5.00 

1.84 

•C 

C 

Pilot  Fund  (started  9/67)   

1.9 

— 

1.2 

22.2 

-13.3 

8.50 

1.28 

B 

B 

Pioneer  Fund   

6.5 

8.6 

3.3 

429.4 

14.4 

8.50 

0.75 

•A 

•A 

Pioneer  II  (started  9/69)  

26.3 

— 

1.7 

45.1 

99.6 

8.50 

1  05 

C 

D 

Pligrowth  Fund   

-2.8 

3.7 

2.7 

19.6 

-6.7 

8.50 

1.18 

B 

C 

Plitrend  Fund   

17.9 

4.4 

2.7 

10.5 

8.3 

8.50 

1.45 

•A 

F 

Polaris  Fund  (started  8/68)   

-4.0 

.   

1.8 

30.7 

-18.1 

8.50 

0.81 

•B 

•F 

Progress  Fund  (started  8/69)   

-4.4 

1.3 

5.0 

-13.8 

8.50 

1.11 

•D 

•C 

Providor  Growth  Fund  (started  2/70)   

-1.0 

— 

1.7 

6.2 

-7.5 

8.50 

1.12 

•D 

•A 

Providor  Investors  Fund  (started  1/69)   

13.6 

— 

5.0 

5.3 

20.5 

8.50 

1.12 

D 

B 

Puritan  Fund   

8.8 

4.5 

5.4 

774.3 

2.0 

8.50 

0.52 

Putnam  Funds 

•A 

F 

Equities  (started  9/67)   

0.2 

— 

0.5 

41.0 

-21.5 

8.50 

1.07 

A 

C 

Growth   

2.8 

5.9 

2.7 

604.0 

-7.7 

8.50 

0.55 

B 

C 

Investors   

-1.2 

6.6 

1.8 

415.2 

-12.2 

8.50 

0.62 

.A 

F 

Vista  (started  6/68)  

-2.8 

— 

0.7 

59.7 

-16.5 

8.50 

0.97 

•A 

•C 

Voyager  (started  4/69)   

8.0 

— 

none 

46.5 

1.5 

8.50 

1.89 

•C 

•A 

Research  Capital  Fund  (started  5/69)   

-10.3 

— 

6.8 

16.6 

-2.9 

7.25 

1.33 

B 

F 

Research  Equity  Fund   

0.9 

2.3 

3.3 

60.7 

-9.3 

7.25 

1.37 

•C 

C 

Paul  Revere  Courier  Fund  (started  8/69)   

-5.4 

— 

1.8 

2.7 

-18.2 

8.50 

1.28 

SAFECO  Funds 

B 

C 

Equity  

3.7 

4.6 

3.3 

30.4 

-6.2 

8.50 

0.63 

•B 

F 

Growth  (started  2/68)   

19.6 

— 

2  3 

24.5 

17.2 

8.50 

0.83 

•C 

•B 

Income  (started  10/69)   

4.7 

— 

6.1 

5.2 

10.6 

8.50 

0.74 

C 

D 

St  Paul  Capital  Fund*   

-4.7 

3.3 

2.9 

43.3 

5.4 

8.50 

0.90 

B 

C 

St  Paul  Growth  Fund**   

0.7 

5.8 

1.4 

15.5 

-9.9 

8.50 

0.98 

C 

F 

Salem  Fund   

7.9 

0.3 

2.4 

53.0 

-6.0 

8.50 

0.98 

•C 

•F 

Schuster  Fund  (started  9/67)   

8.9 

— 

1.3 

13.7 

-9.3 

8.50 

1.47 

Security  Funds 

A 

F 

Equity  

4.4 

7.2 

1.5 

106.0 

-6.4 

8.50 

0.84 

D 

A 

Investment   

15.2 

4.5 

5.7 

57.4 

23.4 

8.50 

0.73 

■A 

•C 

Ultra  (started  9/69)   

17.4 

— 

0.3 

19.7 

54 

8.50 

1.00 

C 

F 

Sentinel  Apex  Fundi   

-8.1 

-  4.3 

1.8 

8.0 

-17.5 

8.50 

0.93 

D 

B 

Sentinel  Common  Stock  Fundlt  

6.4 

4.0 

4.7 

289.8 

-2.1 

8.50 

0.80 

•D 

.6 

Sentinel  Growth  Fund  (started  9/69)   

-13.4 

— 

1.0 

13.7 

-14.4 

8.00 

1.28 

•B 

•D 

Sentry  Fund  (started  5/70)   

-4.7 

1.7 

10.8 

-0.9 

8.00 

1.16 

B 

D 

Shareholders'  Trust  of  Boston   

0.3 

2.7 

4.7 

57.5 

-14.3 

8.50 

0.76 

•D 

•D 

The  Shearson  Appreciation  Fund  (started  3/70) 

-5.4 

0.5 

9.2 

-20.7 

8.50 

1.30 

•A 

F 

Sigma  Capital  Shares  (started  10/67)   

11.7 

0.8 

24.1 

11.1 

8.50 

1.53 

B 

C 

Sigma  Investment  Shares   

0.1 

4.1 

3.8 

52.4 

-7.1 

8.50 

1.09 

•A 

•0 

Sigma  Venture  Shares  (started  1/70)   

12.7 

none 

3.7 

-14.0 

8.50 

1.52 

•B 

c 

Smith,  Barney  Equity  Fund  (started  8/68)   

1.2 

3.0 

.  47.2 

-14.5 

5.00 

0.87 

•D 

B 

Smith,  Barney  Income  &  Growth  Fund  (started  6/67) 

9.8 

4.4 

3.4 

6.3 

5.00 

1.52 

C 

C 

Southwestern  Investors  

6.1 

3.3 

3.8 

20.6 

-3.7 

7.50 

0.70 

•c 

F 

Southwestern  Investors  Growth  Fund  (started  5/68) 

3.2 

2.0 

1.5 

-11.8 

7.50 

1.00 

D 

C 

Sovereign  Investors   

1.1 

2.9 

4.0 

8.2 

-4.7 

8.50 

0.90 

B 

D 

State  Street  Investment  Corp   

-0.9 

4.7 

2.8 

312.4 

-7.3 

t 

0.54 

•D 

D 

Surveyor  Fund     

-1.8 

1.3 

79.5 

-14.3 

8.50 

1.05 

B 

c 

Technology  Fund   

-0.5 

5.0 

2.5 

395.3 

-15.3 

8.50 

0.60 

•D 

Transamerica  Capital  Fund  (started  7/68)  

-6.6 

2.6 

458 

-14.9 

8.00 

0.95 

•B 

Travelers  Equities  Fund  (started  5/68)   

-1.0 

1.7 

25.1 

-6.7 

8.50 

1.00 

•A 

•D 

Union  Capital  Fund  (started  12/69)   

7.3 

1.7 

31.7 

9.3 

7.25 

0.75 

•  Fund  rated  tor  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  imperial  Capital  Fund. 
**  Formerly  r  Terial  Growth  Fund. 

t  Formerly  UoLIFE  Apex  Fund. 

tt  Formerly  USUFE  Common  Stock  Fund. 

t  Fund  not  currer.U  veiling  shares;  existing  shares  traded  over-the-counter. 
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When  you  apply  logic 
d  business  jets,  the  answer  _ 
he  incomparable  Sabreliner, 

In  the  first  place,  it's  the  right  size  for  a  lot  of  businesses.  With  a  Sabreliner®  60,  you 
Vt  wedge  in  six,  and  tell  the  other  four  you'll  remember  them  to  the  customer.  You  accom- 
date  ten  —  in  a  roomy  cabin  with  plenty  of  working  space  and  folding  conference  tables. 

The  Sabreliner  is  also  spacious  enough  to  contain  a 
ey  and  a  private,  stand-up  lavatory.  There's  a  handy  storage 
ce  in  the  cabin,  too.  So  you  can  get  to  vour  baggage  while 
light. 

But  being  just  the  right  size  is  only  part  of  the 
reliner  logic.  The  Sabreliner  also  happens  to  be  the 
y  business  jet  with  FAA  Safe  Life  certification.  The 
reliner  60  has  an  airframe  so  strong  it  will  last  30,000 
irs  —  or  50  years  in  average  business  use. 

It  has  many  other  strengths.  For  one  thing,  a 
l-known  heritage:  2.75  million  flight  hours.  Over  1 
on  miles  —  more  than  any  competitive  aircraft  — 
exceptional  resale  value.  In  short,  there's  plenty  to 
ify  the  extra  dollars  you'd  spend  to  move  up  from  a 
i-jet  to  the  right-size  jet. 

For  full  details  on  the  incomparable  Sabreliner, 
our  Vice-President  of  Marketing,  Jud  Brandreth, 
731-2260.  Or  write  to  our  worldwide  marketing 
support  headquarters:  Sabreliner  Division, 
kwell  International,  6161  Aviation  Drive,  St.  Louis, 
souri  63134. 


i 


Rockwell 
International 


i  science  gets  down  to  business 


?mber  of  GAMA 


How  close  can  you  come 

to  eternity? 

Perhaps  when  you  look  into  the  heart  of  a  diamond,  you  can 
egin  to  understand. 

Although  this  photograph  captures  one  beautiful  moment  of  this 
iamond,  no  photograph  can  capture,  in  split  second  time,  the  true  nature 
f  this  elusive,  spontaneous  beauty.  Because  every  color  is  there.  Every- 
where. Never  seeming  to  be  in  the  same  place  twice.  Jumping  from  a 
ash  of  red,  to  a  glint  of  green,  a  glimmer  of  orange  and  yellow,  then  into 
flash  of  blue.  Over  and  over  again.  With  an  intensity  and  a  "fire"  that 
ever  dies. 

An  infinity  of  prisms  and  mirrors  with  no  beginning  and  no  end. 
treated  over  a  million  years  ago,  to  be  alive  a  million  years  from  now. 

Like  this  2.45  carat  diamond.  Very  large,  and  very  rare.  Valued  at 
pproximately  $18,000.*  With  no  equal,  because  no  two  diamonds 
re  ever  created  the  same.  It  reaches  out  as  only  a  diamond  can, 
eeming  to  hold  back  the  sands  of  time. 


A  diamond  is  forever. 

*This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines,  Ltd. 
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Performance 
Ratings 


In  In 

UP  DOWN 
Markets  Markets 


Investment  Results 


11-Year 

Average 

Latest 

i  Total  Assets  > 

Latest 

Annual 

12  Months 

6/30/77    %  Change 

Maximum 

Annual 

12  Months 

Growth 

Dividend 

In         1977  vs. 

Sales 

Expenses 

Cain 

Rate 

Return 

Millions  1976 

Charge 

Per  $100 

-3.6% 

3.0% 

4.6% 

-3.3% 

2.3% 

3.1% 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


Stock  Funds  (Load) 


United  Funds 


c 

F 

Accumulative   

-2.3% 

0.5% 

3.3% 

$513.4 

-18.4 

8.50% 

$0.56 
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Income 

-1.2 

3.1 

4.9 
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-4.0 
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0.59 
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Wisconsin  Income  Fund   

-0.9 

2.3 

5.0 

20.2 

-9.8 

8.50 

0.80 

Stock  runas  (No  Load) 

•A 

F 

Afuture  Fund  (started  3/68)   

-1.9% 

— 

0.4% 

$27.1 

-34.9 

none 

$1.60 

•B 

•F 

Allstate  Enterprises  Stock  Fund  (started  2/70) 

-9.3 



1.5 

149.9 

-16.2 

none 

0.79 

•A 

F 

Alpha  Fund  (started  5/68)  

0.0 

— 

1.5 

18.5 

-15.9 

none 

1.30 

•B 

•D 

American  Heritage  Fund*   

2.9 

— 

none 

0.6 

0.0 

t 

11.00 

B 

F 

American  Investors  Fund   

15.4 

0.0 

0.8 

138.3 

1.9 

none 

1.03 

•B 

D 

Armstrong  Associates  (started  6/68)   

7.3 



0.7 

3.6 

-5.3 

none 

1.50 

B 

C 

David  L.  Babson  Investment  Fund  

-7.3 

4.9 

2.6 

217.3 

-3.3 

none 

0.63 

•C 

C 

Beacon  Hill  Mutual  Fund   

-0.9 

— 

0.7 

2.4 

-17.2 

none 

3.30 

•A 

•D 

Centennial  Capital  Special  Fund  (started  1/70) 

6.1 

— 

none 

4.5 

-2.2 

none 

1.51 

•B 

C 

Columbia  Growth  Fund  (started  6/67)   

5.0 



1.6 

24.8 

3.3 

none 

1.26 

B 

D 

Concord  Fund   

16.1 

2.6 

2.4 

1.6 

0.0 

t 

0.96 

•D 

F 

The  Constellation  Growth  Fund  (started  5/76)   

-2.1 

— 

1.7 

3.6 

-14.3 

none 

1.50 

B 

F 

Constitution  Fund   

-9.9 

4.2 

3.1 

19.5 

-18.8 

none 

0.68 

•B 

C 

Contrafund  (started  5/67)   

-4.2 

2.9 

48.6 

5.4 

none 

0.90 

•C 

C 

Davidge  Early  Bird  Fund  (started  3/69)   

9.1 

0.2 

1.6 

-11.1 

none 

2.00 

B 

D 

de  Vegh  Mutual  Fund   

-3.6 

3.9 

2.8 

71.2 

-14.7 

none 

0.78 

B 

C 

Dodge  &  Cox  Stock  Fund   

-1.6 

4.7 

3.4 

13.7 

-0.7 

none 

0.72 

B 

F 

The  Drexel  Burnham  Fund  

0.0 

0.9 

1.6 

41.5 

-7.8 

none 

1.10 

•B 

•F 

Edie  Special  Growth  Fund  (started  8/69)   

-1.7 

0.3 

36.0 

-21.1 

none 

1.15 

B 

B 

Energy  Fund   

8.9 

6.2 

2.9 

193.7 

12.9 

none 

0.78 

•D 

C 

Explorer  Fund  (started  12/67)   

6.7 

0.6 

8.9 

-12.8 

none 

1.21 

•C 

B 

Fidelity  Equity-Income  Fund   

13.8 

4.3 

69.9 

45.6 

none 

1.00 

•C 

F 

Financial  Dynamics  Fund  (started  9/67)   

12.2 

1.7 

50.0 

-1.0 

none 

0.83 

C 

C 

Financial  Industrial  Fund   

7.7 

4.4 

3.5 

.258.1 

0.6 

none 

0.72 

B 

B 

Financial  Industrial  Income  Fund   

11.3 

7.7 

5.8 

144.6 

29.9 

none 

0.75 

•D 

C 

First  Multifund  of  America  (started  10/67)   

0.1 

1.4 

13.3 

-7.0 

none 

1.94 

•A 

•D 

The  44  Wall  Street  Fund  (started  7/69)   

17.7 

none 

18.1 

34.1 

none 

1.81 

C 

D 

Foursquare  Fund   ,  

4.6 

2.3 

1.6 

8.3 

-11.7 

none 

2.30 

D 

B 

General  Securities   

4.1 

1.8 

2.2 

9.5 

-1.0 

none 

1.50 

B 

D 

Growth  Industry  Shares   

-4.6 

2.8 

1.5 

28.4 

-18.4 

none 

0.84 

B 

B 

Guardian  Mutual  Fund   

8.1 

6.9 

3.7 

82.2 

29.9 

none 

0.83 

•B 

F 

Hartwell  Growth  Fund  (started  1/67)   

-0.5 

none 

4.4 

-17.0 

none 

2.30 

•C 

D 

Hartwell  Leverage  Fund  (started  9/68)   

2.8 

none 

6.5 

-21.7 

none 

2.10 

•C 

D 

Herold  Fund  (started  3/68)   

3.8 

none 

2.5 

-10.7 

t 

1.70 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  The  Heritage  Fund. 

t  Fund  not  currently  selling  new  shares:  existing  shares  traded  over-the-counter, 

t  1%  fee  retained  by  fund. 
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Handling  freight 

your  way 

is  our  way  of  serving  you 


Fe  all  the  way 


for  you 


•  Schedules  to  fit  your  dispatch 

•  Equipment  to  fit  your  cargo 

Facilities  to  speed  delivery 

•  Pricing  and  marketing  concepts 
planned  with  you 

•  Sales  people  who  follow-up  and  follow-thru 


All  of  this  adds  up  to  doing  things  your  way.  And  to  get 
the  job  done,  Santa  Fe  has  spent  over  $1 V2  billion  the  past 
10  years  for  new  equipment  and  facilities.  That's  our  way  of 
providing  better  freight  service  for  you. 

Let  our  sales  people  follow-up  and  follow-through  on  your  needs  for 
freight  service.  Call  your  nearest  Santa  Fe  Sales  Center  or  write 
Freight  Traffic,  80  East  Jackson  Blvd.,  Chicago,  III.  60604. 
Telephone  312/427-4900. 
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Performance 
Ratings 


UP  DOWN 
Markets  Markets 


Investment  Results 


Latest 
1 2  Months 
Cain 


11 -Year 
Average 
Annual 
Growth 
Rate 


Latest 
1 2  Months 
Dividend 
Return 


,  Total  Assets  

6/30/77    %  Change 
In  1977  vs. 

Millions  1976 


Maximum 
Sales 
Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


-3.6% 
-3.3% 


3.0% 
2.3% 


4.6% 
3.1% 


Stock  Funds  (No  Load) 
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The  One  Hundred  Fund  (started  1 1/66)   

6.7 

1.5 

12.5 

-11.4 

none 

1.72 

•D 
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The  One  Hundred  &  One  Fund  (started  12/66) 

11.5 

4.3 

1.7 

-10.5 

none 

2.00 

c 

c 

The  One  William  Street  Fund 

-2.8 

4.0 

1.9 

255.1 

-9.6 

none 

0.61 

•D 

A 

Partners  Fund  (started  7/68) 

8  0 

2.9 

24.2 

3.0 

none 

1.02 

c 

c 

Penn  Square  Mutual  Fund 

2.4 

4.5 

3.7 

164.9 

-0.1 

none 

0.61 

•C 

F 

20.1 

0.3 

25.2 

41.6 

none 

2.29 

D 

B 

Pine  Street  Fund   

4.8 

5.4 

3.8 

45.0 

-4.1 

none 

0.90 

Price  Funds 

B 

D 

T.  Rowe  Price  Growth  Stock  

-9.5 

3.2 

2.2 

1,043.9 

-13.7 

none 

0.51 

•C 

•B 

Rowe  Price  New  Era  (started  5/69)   

-1.1 

2.2 

mi 

-7.7 

none 

0.68 

A 

F 

Rowe  Price  New  Horizons   

2.4 

8.2 

1.0 

356.1 

1.3 

none 

0.62 

•C 

0 

PRO  Fund  (started  9/67)   

13.7 

2.2 

33.6 

5.7 

none 

1.43 

C 

F 

Revere  Fund   

8.6 

-0.3 

0.5 

6.1 

-11.6 

none 

3.40 

A 

F 

Scudder  Special  Fund   

3.6 

3.4 

1.6 

87.9 

-10.6 

none 

0.74 

C 

0 

Scudder  Stevens  &  Clark  Common  Stock  Fund    . . . 

-0.4 

1.1 

3.1 

150.0 

5.2 

none 

0.73 

D 

C 

Selected  American  Shares   

1.6 

0.7 

4.3 

118.2 

-8.4 

none 

0.84 

•D 

D 

Selected  Special  Shares  (started  1/68)   

-6.8 

1.7 

50.9 

-9.8 

none 

1.00 

•D 

B 

Sherman,  Dean  Fund  (started  2/68)  

21.3 

none 

4.0 

8.1 

none 

1.46 

•B 

•F 

Spectra  Fund  (started  7/69)   

-2.4 

0.3 

1.9 

-13.6 

none 

1.57 

C 

F 

Steadman  American  Industry  Fund  

-5.1 

-2.7 

1.8 

18.5 

-15.9 

none 

2.54 

D 

C 

Steadman  Investment  Fund  

8.3 

3.2 

1.3 

25.9 

-5.5 

none 

1.48 

A 

D 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund 

9.2 

4.4 

1.9 

18.2 

-4.7 

none 

0.75 

B 

D 

Stein  Roe  &  Farnham  Stock  Fund   

-6.8 

3.5 

2.5 

163.1 

-10.2 

none 

0.58 

•e 

D 

Trustees'  Equity  Fund  (started  2/67)   

-7.0 

2.4 

13.9 

-21.0 

none 

1.02 

•D 

•C 

Tudor  Hedge  Fund  (started  6/69)   

1.9 

none 

12.2 

-19.2 

none 

1.96 

Twentieth  Century  Investors 

A+ 

F 

Growth  Investors  

16.8 

6.8 

none 

15.6 

6.9 

none 

1.87 

D 

B 

Income  Investors   

16.7 

4.6 

1.3 

1.4 

7.7 

none 

1.77 

B 

F 

Unified  Mutual  Shares   

1.7 

2.9 

3.4 

9.6 

-10.3 

none 

1.27 

C 

C 

Variable  Stock  Fund   

-0.3 

3.7 

1.7 

4.3 

0.0 

none 

1.23 

•A 

D 

Weingarten  Equity  Fund  (started  3/67)   

17.8 

none 

7.6 

2.7 

none 

1.40 

B 

B 

Windsor  Fund   

9.7 

7.9 

3.6 

553.2 

5.7 

none 

0.65 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Newton  Fund. 

t    Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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NOW  TWO  CAN  COPY 
CHEAPER  THAN  ONE. 


With  the  new 
Pitney  Bowes  High 
Volume  Price  Plan,  for  what 
your  present  copier  is  costing  you, 
you  could  have  two  Pitney  Bowes  PBC® 
Plain  Bond  Copiers  and  some  money  left  over. 

And  only  Pitney  Bowes  averages  your  copies,  and  bills  yoiTfor  the  total 
on  one  invoice.  So  once  you  install  your  two  new  PBC  Copiers,  you're  not 
required  to  make  a  monthly  minimum  for  either  one.  In  short,  Pitney  Bowes 
doesn't  penalize  you  for  putting  one  in  a  busier  location  than  the  other. 

So  you'd  better  start  counting  your  copies.  Because  if  you're  making 
32,000  or  more,  you  could  save  a  bundle. 


Pitney  Bowes  new  high  volume  price  plan  vs.  the  others  (cost  per  month) 

Copies 
per  month 

Pitney  Bowes  new 
high  volume  plan 

IBM  II 
one  yr.  plan 

Xerox  2400 
XRP  annual 

Xerox  3600-I 
XRP  annual 

Xerox*  7000 
XRP  annual 

one  unit 

two  units 

32,000 

$632 

$720 

$738 

$905 

$928 

$1045 

35,000 

$683 

$771 

$798 

$956 

$982 

$1099 

40,000 

$768 

$856 

$875 

$1041 

$1072 

$1189 

(Based  on  June  1 . 1977  prices  ) 


For  full  information,  write  us:  Pitney  Bowes,  1784  Crosby  Street,  Stamford, 
Connecticut  06904,  or  call  toll  free  any  time  800-243-5676.  (In  Connecticut 
1-800-882-5577.)  Over  400  sales  or  service  points  throughout  the  U.S.  and 
Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Counters  and  Imprinters, 
Collators  and  Finishing  Systems,  Addresser-  D 
printers,  Labeling  and  Marking  Systems.       =jfj=  Pltn©y  BOW6S 


Xerox  is  a  registered  trademark  ol  Xerox  Corporation 


Because  business  travels 
at  the  speed  of  paper. 
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Performance  Investment  Results 


Ratings 

11 -Year 

Average 

Latest 

/  Total  Assets  

In 

In 

Latest 

A  nni  i  i  i 

1 1  Month*, 

l  —  /YIUI1III5 

6/30/77 

%  Change 

Annual 

UP 

UUWN 

12  Months 

Growth 

Dividend 

In 

1977  vs. 

Where 

Expenses 

iVIdl  Kir  15 

Gain 

Rate 

Return 

Millions 

1976 

Traded 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

r 

w 

o 

CflDQEC  Ctnr U  Ci i nri  Auoraoro 
rUKDLj  olULK  rUllU  HVeldgc 

J.J  10 

jL .  J  /C 

.5.1/0 

D 

D 

o 

FORBES  Balanced  Fund  Average 

1.2% 

1.7% 

5.1% 

Closed-End  Investment  Companie 

'S 

C 

B 

Adams  Express   

4.5% 

6.2% 

3.5% 

$216.8 

2.6 

NYSE 

$057 

n 
II 

D 

D 

-1 1.0 

9.1 

0.4 

141.5 

-11.8 

mot 

U.Dl 

•  U 

D 
D 

Baker  Fentress  &  Co 

1.2 

2  6 

148.3 

-0.9 

0-T-C 

0.60 

n 
II 

D 
D 

Carriers  &  General  Corp 

-5.8 

3.8 

3.6 

20.6 

-7.2 

NYSE 

0  89 

A 

A 

C 

r 

Central  Securities   

2.2 

-  1.6 

5.2 

48.9 

5.6 

ASE 

0.84 

•D 

•A 

Claremont  Capital*  (started  4/68)   

1.5 

none 

14.2 

1.4 

ASE 

3.80 

p 

u 

n 
II 

— 6.6 

0  c 
i.O 

0.0 

51.8 

-12.1 

A.  T  P 

U-l  L 

n  OO 

UVo 

o 

D 

p 
b 

General  American  Investors   

-1.1 

5.4 

1.9 

102.8 

-5.3 

NYSE 

1.26 

D 

D 

A 
M 

Japan  Fund 

17.0 

19.7 

1.2 

152.7 

13.1 

NYSE 

0.71 

B 
D 

n 
ii 

The  Lehman  Corp 

-6.6 

6.0 

1.9 

426.8 

-11.0 

NYSE 

0.50 

B 

B 

5.1 

6.6 

4.8 

392.9 

6.7 

NYSE 

0.64 

D 

B 

National  Aviation  &  Technology  

2.2 

0.7 

2.9 

109.0 

1.8 

NYSE 

0.92 

B 

C 

A  A 

o.i 

1  Q 
1.3 

92.3 

-8.3 

u.yi 

•B 

D 

OTF  Equities  (started  7/68)  

21.0 

none 

1.2 

20.0 

0-T-C 

4.40 

B 

A 

Petroleum  &  Resources  Corp   

10.8 

9.1 

3.4 

117.0 

7.7 

NYSE 

0.53 

•C 

A 

Source  Capital  (started  10/68)   

31.2 

4.2 

160.8 

-8.2 

0-T-C 

1.06 

B 

B 

lo.u 

11.0 

1.5 

134.3 

14.8 

ASE 

0.65 

B 

D 

-LI 

4.2 

3.8 

623.2 

-4.2 

NYSE 

0.39 

D 

A 

The  United  Corp   

12.4 

3.1 

5.7 

148.1 

11.5 

NYSE 

0.82 

r 

V 

r 

w 

n  7 

U./ 

£.0 

2.9 

115.5 

-1.9 

MVCC 

NYSt 

1  A7 

1.0/ 

•D 

C 

The  Value  Line  Development  Cap  Corp  (started  2/68) 

-3.0 

0.2 

10.6 

-3.6 

ASE 

1 76 

Maximum 

runos  ror  investing  ADroao 

Sales 
Charge 

D 

A 

Canadian  Fund  

-10.1% 

10.3% 

4.2% 

$21.3 

-21.1 

8.50% 

$0.98 

D 

B 

International  Investors   

-10.8 

6.5 

48 

62.0 

-6.2 

8.50 

1.21 

D 

B 

Scudder  International  Fund  

2.0 

5.8 

1.1 

14.9 

-11.8 

none 

1.35 

A 

M 

A-t- 

oU.U 

1  7  Q 
1/.0 

i.j 

62.0 

102.0 

o.ou 

n  qg 

n 

II 

R 

Transatlantic  Fund 

-1.4 

8.7 

2.1 

13.0 

0.0 

t 

1.13 

Balanced  Funds  (Load) 

B 

D 

American  Balanced  Fund   

4.0% 

2.3% 

5.2% 

$125.6 

-4.9 

8.50% 

$0.72 

n 

r 

£  O 
DY 

1.0 

£  7 

0./ 

130.0 

-5.3 

0  OU 

n  7Q 

u./y 

c 

n 

Anchor  Income  Fund 

8.2 

1.3 

6.7 

127.3 

21.5 

7.25 

0.71 

R 

Axe-Houghton  Fund  B 

9.0 

3.2 

5.0 

222.7 

0.9 

8.00 

0.67 

c 

n 

Axe-Houghton  Income  Fund** 

5.2 

4.0 

6.2 

50.9 

-0.4 

8.00 

0.93 

D 

D 

r 

r 

Boston  Foundation  Fund   

4.1 

1.2 

4.9 

32.5 

-6.1 

8.50 

1.35 

•0 

C 

Pft  Inrnmp  Fnnri  fctartpri  1  1  lf>fl\ 

U-U 

7  0 
l  .c 

116.8 

84.5 

7 

n  7? 

B 

C 

Composite  Bond  &  Stock  Fund  

5.3 

4.1 

5.6 

16.4 

13.9 

7.00 

0.91 

C 

D 

Eaton  &  Howard  Balanced  Fund   

-2.8 

1.0 

5.4 

104.3 

-il.5 

7.25 

0.64 

D 

B 

8.0 

1.8 

7.5 

32.7 

11.6 

7.25 

0.73 

D 

B 

 i  

Franklin  Custodian  Funds — Income  Series  Shares  . 

5.5 

0.2 

7.7 

'  22.2 

30.6 

7.25 

1.01 

•A 

•F 

John  Hancock  Balanced  Fund  (started  2/69)   

0.9 

5.0 

11.8 

16.8 

8.00 

1.18 

C 

F 

Investors  Mutual   

1.9 

0.7 

5.4 

2,077.3 

-7.6 

8.00 

0.43 

A+ 

C 

Kemper  Total  Return  Fundt   

9.3 

4.7 

5.3 

37.6 

15.0 

8.50 

0.66 

D 

c 

Keystone  Custodian  Funds — K  1   

5.0 

04 

6.9 

76.5 

0.7 

8.50 

0.63 

C 

c 

Lord  Abbett  Income  Fund   

11.6 

2.9 

6.1 

26.3 

11.0 

7.25 

1.07 

D 

A 

Magna  Income  Trust   

9.1 

1.7 

7.4 

6.4 

280 

5.00 

1.48 

B 

F 

Massachusetts  Fund   

2.0 

2.6 

4.7 

225.1 

-3.6 

8.50 

0.62 

•C 

C 

Mutual  of  Omaha  Income  Fund  (started  5/69) 

7.6 

5.8 

24.6 

16.6 

8.00 

0.86 

C 

C 

Nation-Wide  Securities  

3.9 

2.7 

5.0 

56.0 

-4.9 

8.50 

0.68 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Diebold  Venture  Capital. 
'  *  Formerly  Axe-  Houghton  Fund  A. 

$  Formerly  Supervised  Investors  Income  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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irrell  Lines.The  fast  growing  American  carrier 
that  serves  all  four  coasts  of  America. 


We've  grown  every  way  imagin- 
able. More  destinations,  more  points 
of  departure,  more  modern  ships. 

Take  our  LASH  ships.  They  can 
load  and  unload  whole  barges  at  a  time 
using  their  own  on  board  lifting  mech- 
anisms. And  since  these  barges  can  be  pre-loaded 
with  breakbulk  or  containerized  cargo  before  the 
LASH  ship  arrives,  valuable  dockside  time  is  saved. 

/      LASH  ship 


Breakbulk  freighter 

II      »  1 


Just  awhile  back,  we  completed  four  new  con- 
tainerships.  Now,  one  of  them  has  already  been 
"jumbo-ized."  Another  is  entering  dry  dock  for  the 
same  expansion  of  container  and  reefer  capacity.  And 
we're  building,  brand-new,  two  more  of  these  super- 
containerships. 

Our  destination  and  departure  points  have 
taken  an  equally  dramatic  upturn.  Farrell  Lines  ships 
cover  every  major  port  in  Africa  south  of  the  Sahara. 
Plus  ports  in  Australia,  New  Zealand  and  the  South 
Pacific  Islands. 

And  we  now  serve  all  four  coasts  of  America: 
East  and  West  coast  ports.  Gulf  ports  and  the 
Great  Lakes. 


So,  as  you  can  see,  Farrell  Lines  keeps  right 
on  growing.  Isn't  that  just  what  you'd  expect  from  an 
American  Flag  Line? 

Farrell  Lines.  One  Whitehall  St.,  NY,  NY 
10004.  West  Coast:  One  Market  Plaza,  San  Francisco, 
CA  94105. 


INCORPORATED 

Rebuilding  America's  merchant  fleet. 


The  Better 
Hospital. 


"Imagine  a  hospital  where  the  emer- 
gency room  standards  require  that  a 
patient  be  attended  to  within  60- 
seconds  of  arrival;  where  hospital 
procedures  are  responsive  to  the 
emotional  needs  of  the  patient:  where 
hospital  services  are  consistently 
evaluated  from  the  patients '  and 
physicians' standpoints  and  perform- 
ance standards  set  to  improve  quality 
of  care'.' 

David  A  Jones,  Chairman.  Humana  Inc. 

Humana,  a  private  enterprise  company,  now 
owns  and  operates  this  better  kind  of  hospital,  in 
seventeen  states.  And  it's  a  success  story  that  is  only 
at  its  beginning. 


Profits  and  patient  care  might  seem  to  be  two 
points  in  conflict.  But  Humana  has  proven  other- 
wise. Profitability  is  what  assures  Humana  s  ability 
to  attract  the  financial  resources  needed  to  set  stan- 
dards for  higher  quality  hospital  care,  at  a  time  many 
hospitals  must  struggle  to  maintain  the  status  quo 

Looking  ahead,  the  need  to  renew  America  s 
hospitals  is  critical.  Humana  will  play  an  important 
role  in  fulfilling  this  need  by  using  private  enter- 
prise incentives  and  the  skills  of  the  Humana  pro- 
fessional We  are  making  our  new  facilities  a  better 
kind  of  hospital. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion 
dollar  hospital  services  industry,  we  would  be 
pleased  to  send  you  a  copy  of  our  annual  report. 
Please  write.  Humana  Inc..  1800  First  National 
Tower.  Dept. 6 B.  Louisville,  Kentucky  40201 . 
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Investment  Results 


Latest 
12  Months 
Gain 


11 -Year 
Average 
Annual 
Growth 
Rate 


Latest 
1 2  Months 
Dividend 
Return 


i  Total  Assets  > 

6/30/77    %  Change  Maximum  Annual 

In          1977  vs.  Sales  Expenses 

Millions         1976  Charge  Her  $100 


Standard  &  Poor's  500  Stock  Average 
D        FORBES  Stock  Fund  Average 
0        FORBES  Balanced  Fund  Average 


Balanced  Funds  (Load) 

National  Securities 

F  Balanced  Fund  

D  Dividend  Fund   

B  Income  Fund   

D         Provident  Fund  for  Income   


F  The  George  Putnam  Fund  of  Boston 

B  Putnam  Income  Fund  

A  Sentinel  Balanced  Fund*   

•C  Sentinel  Income  Fund  (started  9/69) 

D  Sigma  Trust  Shares   


•F  SoGen  International  Fund  (started  4/70) 

•C  Transamerica  Investors  Fund  (started  4/69) 

C  Union  Income  Fund   

D  Vance,  Sanders  Investors  Fund   


-3.6% 
-3.3% 
1.2% 


3.0% 
2.3% 
1.7% 


4.6% 
3.1% 
5.1% 


3.5% 
10.0 
10.2 

9.8 


0.4% 
3.2 
2.5 
4.4 


4.6% 
6.1 
6.2 
6.1 


$  2.6 
94.4 
67.3 

146.8 


-3.7 
6.1 
3.2 


1.8 
7.1 
10.7 
6.8 
9.1 


3.5 
0.8 
2.4 

1.1 


4.4 
7.7 
5.8 
6.4 
4.6 


311.4 
191.8 

16.8 
4.5 

19.7 


-8.1 
19.9 
-1.2 
15.4 
13.2 


1.4 
2.7 
9.1 
7.4 


5.6 
1.4 


3.5 
47 
6.6 
4.4 


17.0 
5.2 
47.6 
151.2 


4.9 
6.1 
38.4 
-3.6 


7.25% 
7.25 
7.25 
7.25 


;.50 
:.50 
1.50 
.00 

;.50 


4.50 
8.00 
7.25 
8.50 


$0.73 
0.72 
0.73 
0.90 


0.54 
0.78 
0.81 
1.52 
1.15 


1.47 
1.45 
0.58 
0.71 


D 

Dodge  &  Cox  Balanced  Fund   

1.7%, 

2.9% 

4.7% 

$  15.8 

2.6 

none 

$0.69 

F 

Loomis-Sayles  Mutual  Fund  

-3.8 

1.9 

3.8 

108.9 

-12.6 

none 

0.64 

B 

Northeast  Investors  Trust   

5.6 

0.1 

8.6 

149.5 

42.7 

none 

0.69 

F 

Scudder  Income  Fund**   

-0.3 

1.3 

5.2 

64.7 

-3.4 

none 

0.76 

F 

Stein  Roe  &  Farnham  Balanced  Fund   

-4.7 

26 

3.3 

126.4 

-12.7 

none 

0.58 

F 

Wellington  Fund   

..  0.1 

0.5 

5.0 

789.0 

-6.9 

none 

0.49 

Bond  &  Preferred  Stock  Funds 


Exchange  Funds 

Capital  Exchange  Fund  . 

Congress  Street  Fund   

Depositors  Fund  of  Boston 
Devonshire  Street  Fund  . 

Diversification  Fund   

Empire  Fund  


Babson  (D.L.)  Income  Trust   

2.9% 

- 1.0% 

6.9% 

$  34.9 

36.3 

none 

$0.75 

Colonial  Income  Fund  (started  12/69)   

5.4 

8.3 

301.6 

10.9 

8.50% 

0.62 

Fund  for  U.S.  Govt  Sees  (started  10/69)   

2.9 

6.7 

107  1 

-1.6 

1.50 

0.95 

6.0 

-0.4 

7.3 

402.5 

79.1 

7.00 

0.45 

Keystone  Custodian  Funds 

B-1   

4.6 

-7.8 

7.7 

68.2 

13.7 

4.25 

0.31 

B-2   

6.4 

-0.7 

8.1 

44.7 

31.5 

8.50 

0.63 

B-4   

8.1 

0.1 

8.4 

476.6 

21.4 

8.50 

0.64 

National  Securities 

7.4 

-0.8 

8.4 

134.4 

32.8 

7.25 

0.70 

13.7 

1.6 

5.2 

4.9 

22.5 

7.25 

0.75 

•  4.8 

1.4 

7.5 

51.9 

3.8 

none 

1.40 

6.7 

-0.9 

8.0 

256.2 

44.1 

8.50 

0.50 

Fourth  Empire  Fund   

Exchange  Fund  of  Boston   

Exeter  Fund   

Federal  Street  Fund   

Fiduciary  Exchange  Fund  (started  3/67)   

Second  Fiduciary  Exchange  Fund  (started  6/67) 


2.7% 

4.8% 

2.3% 

$51.0 

-10.5 

none 

$0.65 

-4.6 

2.1 

2.4 

40.1 

-11.5 

none 

0.63 

-1.9 

1.8 

2.6 

53.0 

-11.2 

none 

0.65 

-4.2 

0.9 

2.8 

9.8 

-17.7 

none 

0.93 

-2.2 

2.4 

2.5 

56.9 

-7.5 

none 

0.63 

-1.0 

0.0 

3.5 

24.1 

-12.7 

none 

1.16 

1.2 

4.2 

3.3 

22.5 

-15.1 

none 

1.25 

1.3 

2.7 

2.5 

47.4 

-5.6 

none 

0.65 

-1.8 

2.3 

3.1 

39.0 

-9.5 

none 

0.74 

-3.0 

3.3 

2.5 

193.9 

-7.2 

none 

0.55 

0.4 

2.5 

39.6 

-10.0 

none 

0.67 

1.7 

2.5 

54.9 

-11.2 

norfe 

0.64 

•  Fund  rated  for  two  periods  only:  maximum  allowable  rating  A. 

•  Formerly  USLIFE  Balanced  Fund. 

••  Formerly  Scudder  Stevens  &  Clark  Balanced  Fund. 
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Kind  of 
Shares 

Investment  Results 

11 -Year 

Average  Latest 
Latest       Annual    1 2  Months 
1 2  Months   Growth  Dividend 
Gain         Rate  Return 

i  Total  Assets  •. 

6/30/77    %  Change  Annual 
In          1977  vs.      Where  Expenses 
Millions        1976        Traded        Per  $100 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 

-3.6%      3.0%  4.6% 
-3.3%      2.3%  3.1% 
1.2%       1.7%  5.1% 

Capital 
Income 

Canita! 

Income 
Capital 
Income 

Dual  Purpose  Funds 

American  DualVest  Fund  (started  3/67)   

American  DualVest  Fund  (started  3/67)   

Gemini  Fund  (started  3/67)  .... 

Gemini  Fund  (started  3/67)   

Hemisphere  Fund  (started  6/67)   

Hemisphere  Fund  (started  6/67)   

8.5%       —  none 

—  —  5.6% 
19.6         —  none 

—  —  13.8 
-16.0        —  none 

—  5.7 

$37.9           3.8        NYSE  $0.84 
61.5          13.3        NYSE  0.86 
18.2          -2.7        NYSE  0.94 

Capital 
Income 
Capital 
Income 
Capital 
Income 

Income  &  Capital  Shares  (started  3/67)   

Income  &  Capital  Shares  (started  3/67)   

Leverage  Fund  of  Boston  (started  3/67)   

Leverage  Fund  of  Boston  (started  3/67)   

Pegasus  Income  &  Capital  Fund  (started  4/67)  . . . 
Pegasus  Income  &  Capital  Fund  (started  4/67)  . . . 

-4.2        —  none 

—  —  8.9 
7.4         —  none 

—  —  7.8 
6.8         —  none 

—  —  1.5 



30.0          -1.3        NYSE  0.78 

62.3           4.0        NYSE  0.71 

6.2         -16.2       0-T-C  3.83 

Capital 
Income 
Capital 
Income 
Capital 
Income 

Putnam  Duofund  (started  7/67)   

Putnam  Duofund  (started  7/67)   

Scudder  Duo-Vest  (started  4/67)   

Scudder  Duo-Vest  (started  4/67)   

Scudder  Duo-Vest  Exchange  Fund  (started  4/67) 
Scudder  Duo-Vest  Exchange  Fund  (started  4/67)  . 

4.5         —  none 

—  —  7.9 
-3.2        —  none 

—  —  7.6 
-5.7         —  none 

—  —  7.3 

31.0            5.1       0-T-C  0.93 
104.0          -1.6        NYSE  0.70 

c  1            r\  T  P                n  7G 

Type  of 
Fund 

Stock 
Stock 
Stock 
Stock 
Bond 

New  Funds* 

Able  Associates  Fund  (started  1 1/71) 

Acorn  Fund  (started  6/70)  

Aetna  Fund  (started  4/71)   

Aetna  Income  Shares  (started  5/73)   

13.9%    none 

27.8         —  1.3% 
-17.0         —  1.0 
-4.0         —  1.9 
4.3         —  7.8 

Maximum 
Sales 
Charge 

$  1.7          13.3        none  $2.70 

44.0  108.5        none  1.06 
31.3        -41.2        none  1.58 

36.1  0.3        8.50%  0.86 
30.1            4.5        8.50  1.11 

Bond 
Stock 
Bond 
Bond  (C) 
Bond 

Alpha  Income  Fund  (started  7/70)   

American  Birthright  Trust  (started  5/70)   

American  Fund  of  Gov't  Sees  (started  12/73)   

American  General  Bond  Fund  (started  10/70)   

American  General  Capital  Bond  Fd  (started  10/71) 

3.8  —  7.0 
8.7         —  none 

3.9  —  6.7 
6.7         —  8.1 
7.3         —  8.0 

7.4          45.1        none  1.50 
37.3          46.3         8.50  1.49 
15.0          41.5        1  75  1.09 
232.5            7.8        none  0.65 
127.3          32.3         8.50  0.73 

Balanced  (C) 
Exchange 
Stock 
Bond 
Stock 

American  Genl  Convertible  Securities  (started  6/72) 
American  General  Exchange  Fund  (started  9/76) 
American  General  Venture  Fund  (started  |$»/70)  . . 
American  Investors  Income  Fund  (started  1/76)  . . 
American  Managed  Securities  (started  12/75)  . . . 

8.3         —  6.0 
—         —  # 
13.9        —  none 
13.3         —  8.4 
-9.3         —  0.9 

68.8           8.4        none  0.91 
43.2           —        none  N.A. 
10.2           1.0        8.50  1.28 

3.4  240.0        none  1.99 

3.5  12.9        none  1.58 

Stock 
Stock  (C) 
Stock  (C) 
Balanced  (C) 

American  National  Income  Fund  (started  5/70) 

American  Utility  Sharesstarted  12/73)   

Asset  Investors  Fund  (started  1/69)   

Bancroft  Convertible  Fund  (started  4/71)   

14.1         —  4.9 
-8.9         —  1.4 
20.1         —  0.6 
6.0         —  4.8 

3.2          52.4        8.50  1.00 
29.3        -19.5        7.25  0.86 
4  6          21.1        none  3.31 
.  47.5           6.0        none  1.20 

Bond 
Bond  (C) 
Bond 
Balanced  (C) 
Stock 

Bond  Fund  of  America  (started  5/74) 

Bunker  Hill  Income  Securities  (started  10/73)   . . . 

Calif  Fd  for  Inv  in  U.S.  Govt  Sees  (started  5/73)  . . . 

Castle  Convertible  Fund  (started  1 1/71)   

Challenger  Investment  Fund  (started  7/71)   

5.3         —  8.2 
2.2         —  8.3 
0.1         —  8.0 
10.6         —  5.5 
8.0         —  2.5 

114.5          56.2        8.50  0.76 
57.2          36.5        none  0.79 
24.9          74.1        none  1.34 
24.5          10.4        none  1.48 
22.2         117.7        8.50  1.10 

Balanced  (C) 
Exchange 
Bond  (C) 
Stock  (C) 
Bond  (C) 

Chase  Convertible  Fund  of  Boston  (started  2/72)  . 

Chestnut  Street  Exchange  Fund  (started  9/76)  

Circle  Income  Shares  (started  6/73)   

CL  Assets  (started  1/73)   

CNA  Income  Shares  (started  5/73)   

6.5  —  4.7 
—         —  # 
5.7         —  7.6 

N.M.         —  none 

6.6  —  8.0 

65.1            6.6        none  1.03 
86.0           —        none  N.A. 

33.0  6.8        none  0.75 
9.3            8.1        none  1.80 

67.1  6.7        none  0.88 

•  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time. 

#  Fund  not  in  operation  for  full  period. 
N.A.  Not  Available. 

N.M.  Not  meaningful. 
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Is  America  getting 
rapped  by  foreign  ste 
as  we  are  by  foreign  oil? 


In  the  oil-crisis  winter  of 
3-74,  another  crisis  struck— the 
i  crisis.  You  don't  remember 
erica's  steel  crisis?  Well,  it  was 
.  And  it  cost  America's  steel 
rs  a  bundle. 

The  steel  trap 

Most  foreign  steelmakers  are 
er  owned,  subsidized,  financed, 
2d  and/or  protected  in  one  way 
mother  by  their  governments. 
;y  don't  have  the  same  pressure 
do  to  operate  profitably  or 
erate  capital. 

We  believe  that  much  of  the 
■I  being  imported  into  the  U.S. 
eing  "dumped"— that  is,  sold  at 
:es  lower  than  those  charged  in 
producer's  own  country,  and 
ally  below  the  foreign  steel- 
ker's  full  costs  of  production, 
mping  is  illegal,  but  it  has  been 
d  to  prove. 

Here  today,  gone 
tiorrow 

During  periods  of  slack 
nand,  foreign  steelmakers  push 
naintain  high  production  rates 
I  high  employment.  They  ship 
ess  steel  overseas,  much  of  it  to 
U.S.,  priced  to  sell. 

That's  what  happened  in  the 


sixties  and  early  seventies.  But, 
suddenly,  in  '73  and  '74,  the  im- 
ported steel  was  needed  "at  home'.' 
The  foreign  supply  dwindled  to  a 
trickle.  Domestic  mills  worked 
overtime,  but  our  production 
capacity  just  wasn't  enough.  Steel 
imports  had  skimmed  off  increases 
in  the  domestic  demand  for  steel 
and  reduced  the  profitability  of 
the  American  steel  industry. 

So  they  lowered  the  boom 

Foreign  producers  jacked 
their  prices  sky-high.  And 
America's  steel  users  could  (1)  cut 
back  their  manufacturing  opera- 
tions, or  (2)  pay  an  exorbitant 
price  for  foreign  steel  —  when  they 
could  get  it!  It's  estimated  that  in 
1974  alone  American  steel  buyers 
paid  foreign  producers  $1.6  billion 
over  the  then  current  domestic 
market  prices. 

Will  history  repeat  itself? 

How  much  should  this 
country  rely  on  imports  for  its 
steel  supplies?  Things  were  bad  in 
'73-'74,  but  they  could  get  worse 
in  the  future.  What  could  this 


country  expect  if  we  were  as 
dependent  on  foreign  steel  as  we 
are  on  foreign  oil? 

Free  trade,  yes!  But  fair! 
Bethlehem  Steel  and  the 
American  steel  industry  are  not 
"protectionist!'  We  are  not  looking 
for  permanent  trade  barriers 
against  foreign  steel  coming  into 
our  home  markets.  All  we're  ask- 
ing is  a  chance  to  compete  on  fair 
and  equal  terms  here  in  our  own 
country. 

Washington  must  help 
We  urge  the  U.S.  Government 
to  insist  on  fair  trading  practices 
in  steel,  especially  that  steel  im- 
ports be  priced  to  at  least  cover 
their  full  costs  of  production  and 
sale. .  .to  arrange  for  prompt  tem- 
porary relief  from  the  current 
excessive  flow  of  steel  imports. . . 
and  to  press  for  international 
governmental  negotiations  leading 
to  an  effective  international  agree- 
ment on  steel  trade. 

If  you  agree  with  us  about 
the  seriousness  of  this  problem, 
please  write  your  representatives 
in  Washington  and  tell  them  so. 


Bethlehem 


Forbes 
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Type  of 
Fund 

Investment  Results 

11-Year 

Average  Latest 
Latest       Annual    12  Months 
1 2  Months    Growth  Dividend 
Cain         Rate  Return 

i  Total  Assets  ^ 

6/30/77    %  Change    Maximum  Annual 
In         1977  vs.       Sales  Expenses 
Millions       1976        Charge       Per  $100 

Balanced 
Stock 
Stock 
Bond 

Bond  (C) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


-3.6% 
-3.3% 
1.2% 


3.0% 
2.3% 
1.7% 


4.6< 
3.1' 
5.1' 


$1.06 
N.A. 
1.00 
N.A. 
0.80 


New  Funds* 

Colonial  Convertible  &  Senior  Sees  (started  10/71)  1.1%                  5.9%  $32.9  -10.1  8.50% 

Colonial  Option  Income  Fund  (started  4/77)                                           #  63  1  8.50 

Combined  Securities  Fund  (started  2/68)    6  4                    4  0  2.5  8  7  8.50 

Composite  Income  Fund  (started  1/76)    2.3                    9.3  4  1  86.4  7.00 

Current  Income  Shares  (started  4/73)    7.1  —         8.0  49.9  7.1  none 

Delchester  Bond  Fund  (started  8/70)    4.1                    7.9  29.5  31.7  4.50 

Drexel  Bond-Debenture  Trading  Fund  (started  9/71)  7.9                    6.3  50.2  8  0  none 

Drexel  Utility  Shares  (started  4/72)    21.1                    5.7  13.0  21.5  none 

Dreyfus  Intermediate  Bond  Fund  (started  6/76)  ...  4.3                    6.0  14.4  none 

Dreyfus  Number  Nine**  (started  2/72)    12.7  —         0.6  9.2  84  0  none 

The  Dreyfus  Special  Income  Fund  (started  10/71)  8.3                   7  4  99.4  32.9  none 

The  Dreyfus  Third  Century  Fund  (started  3/72)   . . .  12.8                    1.7  24.3  7  5  none 

Eagle  Growth  Shares  (started  10/71)    12.2                    1.7  2.9  -3.3  8.50 

Equitec  Fund  (started  5/77)                                                            #  2  6  8.50 

The  Evergreen  Fund  (started  10/71)    26.0  —       none  5.9  25.5  none 

Excelsior  Income  Shares  (started  5/73)    7  1                    7  6  50.7  7.2  none 

Federated  Exchange  Fund  (started  1/77)   —          #  77.5  none 

Federated  Inc  &  Pvt  Placement  Fd  (started  3/72)  .  10.9                    8.7  46.9  14  1  none 

Federated  Option  Income  Fund  (started  6/77)                                       #  37.8  t 

Fidelity  Corporate  Bond  Fundtt  (started  8/71)   ...  5  3                    7.5  59.6  17.1  none 

Fidelity  Destiny  Fund  (started  7/70)    20.8                    2  1  63  9  37  1  ## 

Fidelity  Exchange  Fund  (started  12/76)                                               #  95.7  —  none 

Fidelity  Thrift  Trust  (started  5/75)    -0.8                   11.1  51.1  66.5  none 

First  Index  Investment  Trust  (started  8/76)                                            #  17  6  none 

First  Investors  Fund  for  Income  (started  1/71)    14  8                   9  5  301  6  95  0  8  50 

Fort  Dearborn  Income  Securities  (started  12/72)   .  5.1  —         7.7  108  2  5.2  none 

Franklin  Custodian— U.S.  Govt  Series  (started  6/70)  3.0                    6  2  13.2  -32  3  7.25 

Franklin  Life  Bond  Fundt  (started  12/71)    6  4  —         6.7  3.2  6  7  8.50 

Franklin  Life  Equity  Fundtl  (started  12/71)    -12.4                   none  3.0  -18.9  8.50 

Fundamerica  of  Japan  (started  4/73)    -5.5                    1.3  25  3  -5.6  6.10 

The  Fundpack  (started  10/70)    1.7                  none  7.3  15.9  1.50 

G.  T.  Pacific  Fund  (started  1/77)                                                       #  3.5  none 

Edson  Gould  Fund  (started  12/76)                                                     #  4  4  none 

Guardian  Park  Avenue  Fund  (started  6/72)    16  1                    3.3  8.1  68  8  8  50 

Hamilton  Income  Fund  (started  12/70)    5.6  —         4.6  53.7  -1.7  8.50 

John  Hancock  Bond  Fund  (started  11/73)    5.6                    7.9  129.8  87.0  8.00 

John  Hancock  Income  Securities  (started  2/73)  . .  9  3                    6.7  168  4  9  6  none 

John  Hancock  Investors  (started  1/71)    6  9                    8.1  135.9  8  2  none 

Hatteras  Income  Securities  (started  4/73)    6.8  —         8.0  51.7  6.8  none 

Highland  Capital  Corp  (started  9/69)    14.2                   none  9  2  15  0  none 

IDS  Bond  Fund  (started  10/74)    5.9  —         8.5  112.5  108.3  3.50 

IDS  Growth  Fund  (started  3/72)    3.8                    0.8  61.7  14.1  ## 

INA  Investment  Securities  (started  1/73)    7:5                    7.7  91.1  7  6  none 

Income  Fund  of  America  (started  2/71)    6.0  —         5  6  174  8  237.5  8.50 

Independence  Square  Income  Sees  (started  2/72)  8.9                    8.3  34.4  9.6  none 

ISI  Trust  Fund  (started  8/70)    -1.5  —         5.5  168.2  -19.1  8.50 

JP  Growth  Fund  (started  10/70)   -2.5  —         2.4  14.3  5.2  8  00 

Kemper  Inc  &  Capl  Preservation  Fd  (started  4/74)  3.5                    7  7  92.2  48.0  6.00 

Keystone  OTC  Fund  (started  7/72)    -2.5  —         11  13.5  -4.3  none 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time. 
**   Formerly  The  Dreyfus  Group  Equity  Fund. 

tt   Formerly  Fidelity  Bond- Debenture  Fund, 
t   Assets  to  be  transferred  to  Monthly  Income  Shares, 
tt  Assets  to  be  transferred  to  Bullock  Fund. 

t   Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 

#  Fund  not  in  operation  for  full  period. 
##   Available  only  through  contractual  plan. 

N.A.    Not  available. 


Bond 
Bond  (C) 
Stock  (C) 
Bond 
Stock 


0.91 
1.26 
1.47 
0.94 
1.50 


Bond 
Stock 
Stock 
Stock 
Stock 


1.10 
1.10 
1.27 
N.A. 
1.83 


Bond (C) 
Exchange 
Bond (C) 
Stock 


Bond 
Stock 
Exchange 
Bond 
Stock 


0.80 
N.A. 
1.36 
N.A. 


0.84 
0.90 
N.A. 
0.69 
0.43 


Bond 
Bond  (C) 
Bond 
Bond 
Stock 
Stock 


0.95 
0.73 
1.01 
1.31 
1.41 
1.20 


Stock 
Inv.  Abroad 
Stock 
Stock 
Stock 


1.37 
N.A. 
N.A. 
1.10 
0.78 


Bond 
Bond (C) 
Bond  (C) 
Bond  (C) 

Stock  (C) 
Bond 
Stock 
Bond (C) 
Balanced 

Bond (C) 
Stock 
Stock 
Bond 

Stock  (C) 


0.83 
0.65 
0.65 

0.77 


7.30 
0.58 
0.75 
1.81 
1.04 


1.07 
0.69 
1.15 
0.59 
1.15 
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Marley? 

They're 

the., 
cooling 
tower 
people." 


(to 


r:  i  rn 


Right  Try  again. 


You  could  try  groundwater  hydrology,  water 
well  drilling,  pumps,  deaeration  equipment,  shell 
and  tube  heat  exchangers,  water  and  waste  water 
treatment  equipment,  or  air-cooled  heat  exchang- 
ers and  still  be  right.  Because  Marley's  world  is 
growing.  Growing  to  create  a  balanced  corporate 
base  that  can  withstand  the  impact  of  cyclical 
market  activity. 

Through  a  program  of  internal  growth  and  ac- 
quisition, The  Marley®Company  and  its  seven 
operating  companies  now  provide  a  broad  product 
mix  for  the  industries  that  silently  touch  each  and 
every  one  of  us:  from  electric  generating  to  pe- 
troleum refining  and  petrochemicals,  from  chemical 
processing  to  agriculture,  and  from  a  continuing 

The  Marley  Company,  Corporate  Headquarters, 


and  abundant  supply  of  fresh  water  to  the  tempera- 
ture of  the  office  you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a 
long  record  of  proven  leadership  in  its  particular 
field,  as  well.  Respected  names  like  Chicago  Heater 
Company,  Inc.;  Engineers  and  Fabricators,  Co. 
(EFCO);  General  Filter  Company;  Layne  &  Bowler, 
Inc.;  Layne-Western  Company,  Inc.;  Marley  Inter- 
national, Inc.;  and  The  Marley  Cooling  Tower  Com- 
pany. All  a  part  of  Marley's  new  world. 

Sure,  we're  still  < 
the  cooling  tower   /|\/|Api  CV| 
people.  But  now    ^VIMIILC  1^ 

we're  even  more.   "c-277 


5800  Foxridge  Drive,  Mission,  Kansas  66202 


The  capital  goods  group  is  a  world 
leader  in  high  temperature  industrial 
furnaces  and  heat  treating  equipment. 


Our  steel  castings  group  is  a  major 
supplier  of  industrial  and  railroad 
castings,  and  grinding  balls  for 


copper  mining. 


Midland-Ross  mechanical  controls 
are  widely  used  on  trucks,  auto- 
mobiles and  aircraft  of  all  types. 


Midland-Ross' ranking  in  Fortune's 
500  largest  industrials  in  1976. 

Sffififfii  290th  in  net  income  as 

SSBS  a  Percent  of 

stockholder  equity. 


195th  in  net  income 
as  a  percent  of  sales. 

89th  in  total  return 
to  investors. 


Feedrail®  trolley  and  plug-in  busway 
systems  provide  convenient  moving 
power  .  .  .  just  one  of  our  many 
electrical  products. 


Midland-Ross'  performance  ranks  high 
among  500  largest  industrials. 


The  climb  to  the  top  isn't  easy, 
but  Midland-Ross  is  getting  there. 
Among  Fortune's  500  largest 
industrials,  in  1976,  we  ranked 
89th  in  total  return  to  investors 
(69.02%),  195th  in  net  income  as 
a  percent  of  sales  (5.5%),  and 
290th  in  net  income  as  a  percent 
of  stockholders'  equity  (12.3%) 


which  has  more  than  doubled  in 
the  past  five  years.  Good  perfor- 
mance by  the  nation's  425th 
largest  industrial  firm! 

Our  management  philosophy  — 
develop  a  leadership  position 
and  build  on  it  —  is  working. 
We've  sold  operations  which  do 
not  fit  our  plan  and  we're  actively 
developing  the  businesses  that 


GfflDQMMjD 


do  —  steel  castings,  capital 
goods,  electrical  products  and 
mechanical  controls. 

We're  on  the  move.  And  we  intend 
to  keep  moving.  If  you'd  like  to 
know  more  about  us,  write: 
Midland-Ross  Corporation, 
Dept.  LG,  55  Public  Square, 
Cleveland,  Ohio  44113. 


ORBES  
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Investment  Results 


11 -Year 

Average       Latest  Total  Assets 


Latest 

Annual 

1 2  Months 

6/30/77 

'h  Change 

Maximum 

Annual 

12  Months 

Growth 

Dividend 

In 

1977  vs. 

Sales 

Expenses 

Gain 

Rate 

Return 

Millions 

1976 

Charges 

Per $100 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

FORBES  Stock  Fund  Average 

-3.3% 

2.3% 

3.1% 

FORBES  Balanced  Fund  Average 

1.2% 

1.7% 

5.1% 

New  Funds* 


Bond 

Lexington  Income  Fund  (started  10/73)   

5.8% 

7.1% 

$8.0 

11.1 

8.50% 

$1.46 

Bond  (C) 

Lincoln  Natl  Direct  Placement  Fd  (started  1 1/72)  . 

6.5 

8.9 

48.9 

7.0 

none 

2.11 

Stock 

Lindner  Fund  (started  5/73)   

27.4 

1.4 

2.9 

190.0 

none 

1.50 

Bond 

Lord  Abbett  Bond  Debenture  Fund  (started  3/71) 

9.4 

7.1 

182.3 

14.6 

8.50 

0.83 

Stock 

Lord  Abbett  Developing  Growth  Fund  (started  10/73) 

0.8 

0.3 

6.5 

47.7 

8.50 

1.50 

Stock 

Mass  Capital  Development  Fund  (started  10/70) 

3.1 

1.1 

16.0 

3.2 

7.25 

1.00 

Bond 

Massachusetts  Financial  Bond  Fund  (started  5/74) 

4.9 

7.6 

119.8 

90.2 

7.25 

0.72 

Stock 

Mass  Financial  Development  Fund  (started  10/71) 

3.1 

2.2 

107.7 

-14.9 

7.25 

0.81 

Bond 

Massachusetts  Fund  for  Income  (started  12/73)  . . 

4.9 

7.5 

31.2 

41.2 

8.50 

1.00 

Balanced 

Mass  Income  Development  Fund  (started  10/70) 

10.8 

6.3 

255.2 

6.0 

7.25 

0.70 

Bond  (C) 

Massmutual  Corporate  Investors  (started  8/71)  ... 

5.0 

7.8 

81.0 

5.1 

none 

1.25 

Bond  (C) 

Massmutual  Income  Investors  (started  1/73) 

6.2 

7.0 

140.9 

6.3 

none 

0.85 

Stock 

Merrill  Lynch  Capital  Fund  (started  10/73)   

-7.3 

2.7 

128.9 

-27.2 

6.50 

0.80 

pecialized 

Money  Market/Options  Investments  (started  3/76) 

-7.2 

3.3 

5.0 

-23.1 

8.50 

1.50 

Bond (C) 

Montgomery  Street  Income  Securities  (started  1  73) 

5.6 

8.1 

185.5 

56 

none 

0.63 

Bond 

Monthly  Income  Shares  (started  3/74)   

5.3 

7.7 

34.3 

79.6 

8.50 

1.13 

Stock 

The  MONY  Fund  (started  7/70)   

-7.4 

1.8 

13.8 

-11.5 

8.50 

0.90 

Stock 

Mutual  Benefit  Fund  (started  1/71)   

-2.6 

2.1 

17.1 

8.9 

8.50 

1.03 

Bond 

Mutual  of  Omaha  America  Fund  (started  10/73)   . . 

4.6 

6.1 

6.6 

15.8 

4.50 

1.15 

Bond  (C) 

Mutual  of  Omaha  Interest  Shares  (started  1/72)  . . 

8.7 

7.8 

95.1 

9.9 

none 

0.79 

Bond 

NEL  Income  Fund  (started  1 1/73)   

4.4 

7.1 

29.1 

22.8 

8.00 

0.76 

Stock  (C) 

New  America  Fund  (started  9/68)   

33.2 

6.6 

33.2 

33.9 

none 

N.A. 

Stock 

New  England  Life  Side  Fund  (started  6/70)   

-7.8 

2.4 

42.8 

-9.1 

8.00 

0.67 

Stock 

New  Perspective  Fund  (started  5/73)   

-3.5 

2.2 

166.0 

-12.8 

8.50 

0.95 

Balanced 

Newton  Income  Fund**  (started  9/70)   

0.0 

2.5 

5.7 

-9.5 

none 

1.50 

nv.  Abroad 

Nomura  Capital  Fund  of  Japan  (started  1 1/76)   . . . 

# 

26.5 

7.00 

N.A. 

Stock 

North  Star  Fund  (started  8/71)   

6.9 

2.0 

4.5 

45.2 

none 

1.00 

Balanced 

Oppenheimer  Income  Fund  of  Boston  t  (started  5/72) 

10.0 

6.3 

57.6 

111.8 

8.50 

1.13 

Stock 

Oppenheimer  Special  Fund  (started  1/73)   

24.3 

0.6 

8.0 

116.2 

8.50 

1.48 

Stock 

Oppenheimer  Time  Fund  (started  10/71)   

14.7 

0.4 

72.6 

10.3 

8.50 

1.11 

Bond  (C) 

Pacific  American  Income  Shares  (started  3/73)  . . 

8.2 

7.7 

91.8 

8.1 

none 

0.72 

Stock 

Phoenix  Capital  Fund  (started  2/72)   

-3.0 

2.8 

7.9 

-3.7 

8.50 

1.30 

Balanced 

Phoenix  Fund  (started  9/70)   

8.9 

5.6 

13.2 

25.7 

8.50 

1.00 

Stock 

Pilgrim  Formula  Shares  (started  12/73)   

6.0 

1.6 

4.3 

-15.7 

5.00 

1.57 

Bond 

Pliyield  Fund  (started  9/75)   

8.1 

5.6 

2.6 

62.5 

8.50 

1.57 

Stock  (C) 

Precious  Metals  Holdings  (started  2/74)   

-11.2 

4.8 

24.3 

-11.0 

none 

1.54 

Bond 

Rowe  Price  New  Income  Fund  (started  10/73)    . . . 

4.3 

7.7 

254.9 

61.8 

none 

0.68 

Bond 

PRO  Income  Fund  (started  7/74)   

4.7 

7.1 

10.4 

96.2 

none 

1.36 

Balanced 

Putnam  Convertible  Fund  (started  6/72)   

8.4 

4.5 

20.6 

-7.2 

8.50 

1.12 

Stock 

Qualified  Dividend  Portfolio  (started  12/75)   

20.2 

5.7 

4.4 

528.6 

none 

0.80 

Bond 

Qualified  Dividend  Portfolio  II  (started  12/75)  .... 

9.1 

8.1 

12.1 

426.1 

none 

0.80 

alanced  (C) 

RET  Income  Fund  (started  6/72)   

46.6 

none 

38.3 

11.7 

none 

0.92 

Bond  (C) 

1.3 

7.9 

42.1 

1.2 

none 

1.11 

alanced  (C) 

43.7 

none 

14.9 

4.2 

none 

3.19 

Bond 

St  Paul  Income  Fundtt  (started  3/73)   

5.2 

7.6 

5.8 

26.1 

8.50 

0.85 

Bond (C) 

St  Paul  Securities  (started  9/72)   

6.1 

7.9 

123.5 

6.3 

none 

0.79 

Stock 

Scudder  Development  Fund  (started  2/71)   

98 

0.7 

19.2 

-5.0 

none 

1.36 

Bond 

Security  Bond  Fund  (started  12/70)   

4.8 

7.4 

13.3 

79.7 

2.75 

1.00 

Stock 

-11.8 

1.8 

15.9 

-7.0 

8.00 

096 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time. 
**  Formerly  Newton  Investors  Fund. 

t  Formerly  Oppenheimer  Income  Fund, 

tt  Formerly  Imperial  Income  Fund. 

#  Fund  not  in  operation  for  full  period. 
N.A.  Not  available. 
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Forbes 


Fund  Ratings— 1977 


Investment  Results 


1  1  Ypir 

Average 

Latest 

<  Total  Assets  1 

• 

Latest 

Annual 

12  Months 

6/30/77 

%  Change 

Maximum 

Annual 

Type  of 

1 2  Months 

Growth 

Dividend 

In 

1977  vs. 

Sales 

Expenses 

Fund 

Cain 

Rate 

Return 

Millions 

1976 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-3.6% 

3.0% 

4.6% 

FORBES  Stock  Fund  Average 

-3.3% 

2.3% 

3.1% 

FORBES  Balanced  Fund  Average 

1.2% 

1.7% 

5.1% 

New  Funds* 

Stock 

Sequoia  Fund  (started  7/70)   

32.7% 

— 

2.1% 

t99  A 
til A 

none 

$1.47 

Balanced 

7  7 

C  9 
O.i 

y.u 

7  O 
-l.l 

o.DU  /o 

1  AtL 

LAO 

MOCK 

ChaorcAn  Inuocfn re  Cunri  / ctorroH  1 7  1  \ 

—U.j 

9  9 
L.L 

/.□ 

1  O  Q 
-1/0 

O.DU 

1  QQ 

1.09 

MOCK 

C  i  o  rr  l    f^rnufth  CunH 

q  fi 
J.O 

9  n 

CM 

4.5 

-10.0 

none 

i  QQ 

1.73 

Bond 

C  j cr m i  Inrnmc  Qharcc  fctartori  1  1 

I  K 

l.J 

7  A 

1  A 

12.0 

55.8 

o.  ou 

1  fl*i 
l.UO 

Bond  (C) 

S  &  P/lnterCapital  Income  Securities  (started  4/73) 

6.6 

— 

8.4 

9fl9  0 
/U/.3 

0.0 

none 

0.76 

RnnH  (C\ 

^tatfi  Mutual  ^ornntiPQ  fctartorl  OITX\ 

7  ^ 

7  Q 

1  flil  7 
1U4.  / 

7  3 

none 

i  ni 

txcnange 

oldie  Oucci  LALiidiigc  ruiiu  vMdiLcu  /oj   

w 

03  9 

none 

N  A 

^trattnn  ft  must  h  Funri  Ktartpri  10/79] 

1  7 

1 .  / 

2.6 

52.9 

none 

9  nn 

Stock 

Sun  Growth  Fund  (started  8/71)   

-46 

— 

1.6 

oo 

9^  a 
/Jo 

8.50 

1.35 

Bond  (C) 

Transamerica  Income  Shares  (started  1 1/72)   

7.1 

— 

7.9 

1  98  C, 
I/O  J 

7  9 
/  ./ 

none 

0.73 

RnnH 

Trinujoll  RnnH  Eunri  /cfartori  l^/TRl 

l  q 

7  n 

7  r; 

9nn  n 
/UU  U 

7  nn 

/  -UU 

n  7^ 

oiocn 

llnitori  Pnntl  ftmivth  Fnnri  /ctartari  RHfW 

— 0.0 

9  9 

L.L 

C7  O 

D/.O 

1  c  c 
-lb. 3 

o.ou 

n  87 

U.o/ 

Dil  on^aH 

llnitori  Pnntl  Inpnma  Ennri  /ct^r+ori  R/7fl\ 

0.0 

3.3 

77.8 

-7.4 

O.DU 

U.oO 

Stock 

United  Services  Fund  (started  6/70)   

-17.8 



7.9 

7.3 

52.1 

none 

1.50 

Bond  (C) 

USLIFE  Income  Fund  (started  12/72)   

9.6 

8.2 

CIO 

61.2 

11.7 

none 

1.29 

Stock 

Value  Line  Leveraged  Grth  Investors  (started  2/72) 

25.7 

— 

none 

/.5 

47.1 

2.50 

1.50 

Exchange 

Vance,  Sanders  Exchange  Fund  (started  6/76)  . . . 

9  0 

-J.o 

9  n 

£.0 

104.6 

-5.1 

none 

M  A 

N.A. 

Bond 

Vance,  Sanders  Income  Fund  (started  6/73)   

■.  A 
JA 

7  A 
1 A 

10.2 

45.7 

8  Rfl 
O.DU 

n  oi 

Bond  (C) 

Vestaur  Securities  (started  12/72)   

7.7 



9.0 

85.2 

10.2 

none 

1.00 

Balanced 

Wellesley  Income  Fund  (started  7/70)   

7.5 



7.3 

138.7 

5.3 

none 

0.68 

Stock 

Westfield  Investment  Fund  (started  9/70)   

3.0 

— 

3.7 

2.1 

-4.6 

8.00 

1.09 

Bond 

Westminster  Bond  Fund  (started  7/73)   

4.3 



7.6 

47.8 

10.9 

none 

0.91 

Stock 

Willow  Fund  (started  10/70)   

3.9 

— 

2.0 

8.5 

-23.4 

none 

1.30 

Portfolio 

Money  Market  Funds 

Avg.  Maturity 

(days) 

22 

American  General  Reserve  Fund  (started  7/74)  . . . 





5.0% 

— 04./ 

none 

$1.50 

19 

American  Liquid  Trust  (started  7/75)   

— 

— 

4.4 

in  c 
1U.0 

1  Q  Q 

none 

0.75 

AO 

A  rti  G  r  i  r  in   MnnDii  Inrtrnmantc  /  c  1 1  rr  o  H    1  fli  7/l\ 

MllienCdM  lYlUNcy  INSUUIilclHS  ISldllcU   IU//4rJ       .  .  . 

A  1 

o.U 

none 

1  nq 

1  -U  J 

on 
DU 

Anrhnr  T\  q  i  1  u  Inrnmo  Funri  /  c  1  ■a  rtrt  ri   1  i~\ .  "7  A  \ 

4  7 

H./ 

CO.O 

no  ne 

U  O  J 

171 
i  /  i 

Panital  Pracpruatinn  Punri  fctsrteri  \C\I70\ 

54.4 

20.6 

none 

1.29 

140 

Cash  Mgmt  Trust  of  America  (started  1 1  /76 )   





# 

y|  7 

none 

N.A. 

56 

Cash  Reserve  Management  (started  1/77)   

— 

■  — 

# 

1  7  R 

none 

N.A. 

75 

Ppnfpnnial  Panital  Pa«h  Momt  Tr**  fctartpri  7/74^ 

H.  1 

9  f*77  ft 
i,D/  /.{) 

no  ne 

1  S". 
i .  j  j 

58 

PH  Mnnpv  Market  Funri  Ktartprt  1/7S1 

4  1 

o.U 

£0.1 

7.50% 

1.02 

326 

Pnliimhia  flailu  Inrnmp  Pnmnanu  fctarfprl  1  1  ''741 
UUIUMIUId  Udllj  HlUUMIC  OUIIIfJallj  \JLdllCU   1  1/  I*tJ    .  • 

4  8 

H.O 

21.9 

-35.4 

no  (is 

n  8q 

63 

Current  Interest  (started  6/74)   

— 

— 

4.6 

•  6.0 

7.1 

none 

1.41 

84 

Daily  Income  Fund  (started  7/74)   

4.8 

44.7 

24.2 

none 

0.70 

123 

Dreyfus  Liquid  Assets  (started  1/74)   

5.0 

665.3 

-25.2 

none 

0.72 

129 

Dreyfus  Money  Market  Instruments  (started  4/75) 

4.7 

43.4 

-6.7 

none 

0.96 

44 

Eaton  &  Howard  Cash  Mgmt  Fd  (started  1/75)  .... 

4.6 

5.3 

-35.4 

none 

0.51 

99 

Fidelity  Daily  income  Trust  (started  5/74)   

5.2 

413.7 

-23.4 

none 

0.40 

347 

Financial  Daily  Income  Shares  (started  3/76)  — 

5.4 

6.9 

176.0 

none 

0.07 

330 

First  Multifund  for  Daily  Income  (started  8/74)  . . . 

6.0 

11,7 

56.0 

none 

1.15 

175 

Franklin  Resources  Liquid  Assets  Fd  (started  1/76) 

5.0 

3.5 

6.1 

none 

N.A. 

86 

Fund  for  Government  Investors  (started  3/75)   

5.1 

34.2 

151.5 

none 

0.58 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  S2  million  criterion  for  the  first  time. 

**  Formerly  STCM  Corp. 

#  Fund  not  in  operation  for  full  period. 
N.A.  Not  available. 


"4 


FORBES,  AUGUST  15,  197> 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  offers  to  buy  any  oj  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSU£S  July  20,  1977 

$750,000,000 

International  Bank  for  Reconstruction 

and  Development 

$250,000,000 
7%%  Five  Year  Notes  of  1977,  due  August  1,  1982 

Price  100% 

plus  accrued  interest  from  August  1,  1977 


$250,000,000 
1%%  Ten  Year  Notes  of  1977,  due  August  1,  1987 

Price  100% 

plus  accrued  interest  from  August  1,  1977 


$250,000,000 

8.35%  Twenty-Five  Year  Bonds  of  1977,  due  August  1,  2002 

Price  100% 

plus  accrued  interest  from  August  1,  1977 


Copies  oj  the  Prospectus  may  be  obtained  jrom  any  oj  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Salomon  Brothers  Morgan  Stanley  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co,  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Bache  Halsey  Stuart  Shields  Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert     Hornblower, Weeks,  Noyes  &  Trask 

Securities  Corporation  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.    Kidder,  Peabody  &  Co.    Kuhn  Loeb  &  Co.     Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


Forbes 


Fund  Ratings— 1 977 

Investment  Results 


1 1-Year 

Latest 

Average 

 Total  Assets  ^ 

Portfolio 

Latest 

Annual 

1 2  Months 

6/30/77 

'  i  C  hange 

Md  x  i  mum 

Annual 

Avg.  Maturity 

12  Months 

Growth 

Dividend 

In 

1977  vs. 

Sales 

Expenses 

(days) 

Gain 

Rate 

Return 

Millions 

1 976 

Charge 

Per  Si 00 

Standard  &  Poor's  500  Stock  Averape 

-3.6% 

3.0% 

4.6% 

FORBES  Stock  Fund  Average 

-3.3% 

2.3% 

3.1% 

FORBES  Balanced  Fund  Average 



1.2% 

1.7% 

5.1% 



Money  Market  Funds 

66 

Gradison  Cash  Reserves  (started  5/76)   

— 

— 

5.1% 

t97 

L  1  J.D 

none 

$0.40 

100 

Holding  Trust  (started  6/74)   

— 

— 

5.6 

8.8 

—0.0 

none 

0.04 

78 

Kemper  Money  Market  Fund  (started  1 1/74)   

— 

— 

5.1 

Di.o 

91  1 
—ill 

none 

0.72 

27 

Liquid  Capital  Income  (started  1 1/74)   

— 

— 

4.3 

19.2 

-24.4 

none 

0.97 

35 

Massachusetts  Cash  Mgmt  Trust  (started  12/75) 

4.7 

5.7 

35.7 

none 

0  81 

89 

Merrill  Lynch  Ready  Assets  Trust  (started  2/75)  . . 

— 

— 

4.9 

07  c  q 

1110 
1 1 1.0 

none 

0.77 

53 

Midwest  Income  Investment  Co  (started  12/74)   . . 

— 

— 

5.1 

L.J.J 

1  1  A 

11.4 

none 

0.79 

95 

Money  Market  Management  (started  1/74)   

— 

— 

4.7 

17  0  0 
1  /OO 

"3 1  t; 

-Ol.J 

none 

0.96 

80 

Moneymart  Assets  (started  6/76)   

— 

— 

4.4 

24.6 

30.2 

ncne 

1.33 

92 

National  Liquid  Reserves  (started  8/74)   

4.3 

2.5 

13  6 

none 

1.00 

85 

Oppenheimer  Monetary  Bridge  (started  4/74)   

— 

— 

4.8 

oy.u 

1  A  ti 

- 14.  J 

none 

0.78 

83 

Rowe  Price  Prime  Reserve  Fund  (started  3/76)  . . . 

— 

— 

5.3 

A  A  0 

1  00  7 

none 

N.A. 

117 

Putnam  Daily  Dividend  Trust  (started  9/76)   

— 

— 

# 

7  fi 

/.U 

none 

N.A. 

89 

The  Reserve  Fund  (started  11/71)   

— 

— 

5.0 

187.8 

-28.2 

none 

1.10 

36 

Scudder  Cash  Investment  Trust  (started  7/76)  .... 

# 

19.4 

none 

0.30 

145 

Scudder  Managed  Reserves  (started  8/74)   

4.8 

224.6 

-28.1 

none 

0.72 

132 

S  &  P/lnterCapital  Liquid  Asset  Fund  (started  9/75) 

— 

— 

5.0 

12.9 

-28.7 

none 

0.90 

1  no 

# 

43.9 



none 

n  oo 
U.00 

49 

Temporary  Investment  Fund  (started  10/73)   

4.7 

260  3 

29.1 

none 

0.61 

24 

Trinwall  Cash  Reserve  (started  12/75)   

4.9 

8.4 

127.0 

none 

0.75 

74 

Trust  for  Short-Term  Federal  Sees  (started  10/75) 

— 

— 

4.5 

78.2 

55.5 

none 

0.32 

105 

Trust  for  Short-Term  U.S.  Govt  Sees  (started  1 2/75) 

— 

— 

4.8 

193.7 

198.9 

none 

0  32 

9fi 

UMIUII  ltd  Ml  IVIdlldgclllClll  rUMU  VMdllcU   Mil)  .... 

rr 

3.8 

— 

non6 

N  A 

11. n. 

75 

White  Weld  Money  Market  Fund  (started  12/74)  . . 

44 

87.6 

-13.1 

none 

0.65 

63 

Whitehall  Money  Market  Trust  (started  6/75)   

4.7 

14.7 

116.2 

none 

0.77 

Municipal  Bond  runds 

American  General  Municipal  Bond  Fd  (started  1 1/76) 

— 

— 

# 

*  1 7  1 

4.75% 

N.A. 

Bullock  Tax-Free  Shares  (started  2/77)   

— 

— 

# 

4.0 

4.75 

N.A. 

CG  Municipal  Bond  Fund  (started  3/77)   

— 

— 

# 

8  n 

o.U 

7.50 

N.A. 

Composite  Tax-Exempt  Bond  Fund  (started  1/77) 

— 

— 

# 

2.0 

4.50 

N.A. 

DMC  Tax-Free  Income  Trust — Penna  (started  3/77) 

# 

9.6 

— 

4.50 

N.A. 

Dreyfus  Tax  Exempt  Bond  Fund  (started  10/76)    . . 

— 

— 

# 

9Q1  7 

none 

N.A. 

Federated  Tax-Free  Income  Fund  (started  10/76) 

— 

— 

# 

oo.y 

none 

$0.90 

Fidelity  Limited  Term  Municipals  (started  4/77  . . . 

— 

— 

# 

18.4 

none 

N.A. 

Fidelity  Municipal  Bond  Fund  (started  8/76)   

# 

502.7 

— 

none 

0.60 

Inhn  Hanrnrt  Tav-FYPmnt  Inr  Trnct  (ctartpri  1/77^ 

JUIIII   ndllLUln    IdA  LACIIIUl  NIL    MUM  \MdllCU    HI  If 

Tr 

4.9 

— 

8.00 

N  A 

IDS  Tax-Exempt  Bond  Fund  (started  12/76)   

— 

— 

# 

46.3 

4.75 

0.72 

Kemper  Municipal  Bond  Fund  (started  4/76)   

10.1% 

— 

5.1% 

160.1 

482.2 

4.75 

0.81 

MFS  Managed  Municipal  Bond  Trust  (started  10/76) 

— 

— 

# 

*  32.1 

4.75' 

0.41 

Mutual  of  Omaha  Tax-Free  Inc  Fund  (started  1/77) 

# 

26.3 

8.00 

N.A. 

Natl  Securities  Tax  Exempt  Bonds  (started  1 1/76) 

# 

7.9 

4.75 

N.A. 

NEL  Tax  Exempt  Bond  Fund  (started  5/77)   

# 

5.1 

4.50 

N.A. 

Nuveen  Municipal  Bond  Fund  (started  11/76)   

# 

21.8 

4.50 

N.A. 

Oppenheimer  Tax-Free  Bond  Fund  (started  10/76) 

# 

43.9 

none 

N.A. 

Rowe  Price  Tax-Free  Income  Fund  (started  1 1/76) 

# 

122.6 

none 

N.A 

Putnam  Tax  Excempt  Income  Fund  (started  1 1/76) 

# 

30.0 

4.75 

N.A. 

Scudder  Managed  Municipal  Bonds  (started  10/76) 

# 

74.4 

none 

0.80 

SteinRoe  Tax-Exempt  Bond  Fund  (started  2/77)  . . . 

# 

9.7 

none 

N.A. 

United  Municipal  Bond  Fund  (started  11/76) 

# 

15.9 

4.00 

N.A. 

#  Fund  not  in  operation  for  tull  period. 
N.A.    Not  available. 
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Would  an  American  soap  maker 
go  down  the  drain 

in  Scandinavia? 


'inland.  NoS^WfWWPnmark , 

since  these  countries  import  no  U.  S.  soap. 

Sweden  does,  however,  and  there  may  be 
room  for  expansion  in  this  market. 

TIME's  Research  and  Marketing  Department 
collects  information  on  international  patterns 
in  many  important  categories  and  in  a  great 
many  countries. 

This  group  is  glad  to  collaborate  with  your 
own  marketing  people  in  searching  for  the  best 
ways  to  move  your  products  through  the  mar- 
kets of  the  world  with  great  ease  and  greater 
profits. 

If  you're  preparing  a  multinational  marketing 
plan,  TIME  can  help  you  develop  one  that  will 

wash.  TIME 

I  IIWlE  F 'or  multinational  marketing 


Faces  Behind  The  Figures 


A  Racy  Retirement 

What  do  marijuana  smugglers  oft  the 
Florida  Keys  have  in  common  with  the 
Shah  of  Iran,  King  Hussein  oi  Jordan, 
Italian  auto  magnate  Umberto  Agnelli 
and  Fvel  Knievel?  The  fastest  boats  in 
the  world — designed  by  Don  Aronow, 
whose  Cigarette  ocean  racers  have 
zoomed  up  to  90. 55  miles  per  hour. 

Aronow's  $80,()(K)  Cigarette  Racing 
Team  boats,  sometimes  called  "grass- 
hoppers," are  bought  by  smugglers — 
incognito,  lie  says  "To  be  honest,  I 
have  torn  emotions  when  they  eatch 
one.  It's  like  a  race,  and  when  they 
eatch  a  Cigarette,  it  hurts  my  reputa- 
tion." Still,  this  kind  of  business  is 
good  for  other  business.  If  the  law- 
breakers go  fast,  SO  must  law  enforcers 
That  means  a  market  from  the  Central 
Intelligence  Agency,  the  Secret  Ser- 
vice, the  Navy  and  even  the  Kuwaiti 
Coast  Guard  (which  has  purchased  Mag- 


nums, Cigarette's  precursor). 

It  was  17  years  ago  that  Aronow — 
then  a  32-year-old  millionaire  from  con- 
struction ventures  in  New  Jersey — "re- 
tired to  Florida  to  pursue  his  hobby: 
boat  racing.  "  The  hobby  became  expen- 
sive so  we  decided  to  build  boats  for  the 
public,  to  write  off  some  of  the  ex- 
penses,   he  says. 

His  only  qualifications  were  some 
racing  championships  and  an  education 
degree  from  Brooklyn  College,  but 
Aronow  proceeded  to  create  four  suc- 
cessful designs  and  start  up,  one  by 
one,  four  money-making  companies: 
Formula,  Donzi,  Magnum  and  now 
Cigarette,  whose  sales  run  around  $5 
million  a  year. 

Each  new  line  was  started  as  the 
previous  firm  was  sold  at  a  nice  profit  to 
a  larger  corporation;  Formula  to  Alli- 
ance Machine  in  Ohio  (which  later  sold 
it  to  Fuqua  Industries);  Donzi  to  Tele- 
flex  and  Magnum  to  Apeco.  Corporate 


officers  seem  to  have  been  seduced 
more  by  sleek  boat  lines  than  bottom 
lines;  their  efforts  to  increase  produc- 
tion and  sales  were  not  sufficiently  re- 
warding, and  all  three  firms  are  now 
back  in  the  hands  of  small  outfits,  two  of 
which  make  about  100  boats  a  year. 
Magnum's  new  owner,  Italian-born  Fi- 
lippo  Theodoli,  even  plans  to  market  a 
53-foot  model  at  $300,000. 

Aronow  s  designs,  though  cheape  r 
than  Theodoli's,  are  not  for  the  weak- 
hearted  or  tightfisted.  Most  consumers 
would  flinch  at  the  gallon  per  mile 
needed  to  power  Cigarette's  converted 
auto  engines  even  at  nonracing  speeds. 
A  racer  spends  $100,000  a  year  on  a 
season  s  "campaign."  Still,  Aronow  at- 
tracts enough  customers  to  sell  1(X) 
boats  a  year  at  an  average  of  $5(),(X)0 
each.  "I  never  wanted  to  get  an\  big- 
ger," he  muses.  "Otherwise  I'd  be  back 
in  the  construction  business.  ■ 

— Sharon  Reier 


Speedboat  Builder:  Even  Don  Aronow  cone  odes  that  90.55  miles  per  hour  on  water  is  "a  ridiculously  high  speed." 
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Of  all  the  stars  who've  ever  performed 
at  Kennedy  Center,  these  executives 
are  certainly  among  the  brightest. 

They've  not  only  committed  their 
companies  to  the  Center's  financial 
support,  they've  committed  their  own 
time  and  talent  to  the  Center's  Cor- 
porate Fund  for  the  Performing  Arts. 

Because  they  know  thai  research 
and  development  are  as  important 
to  the  arts  as  to  corporations  in  the 
development  of  new  talent  and  new 
programs,  they  recognize  the  neces- 
sity of  finding  additional  sources  of 
revenue  for  this  significant  national 
resource.  Theirhope,  of  course,  isthat 
your  corporation  will  agree  to  play  as 
leading  a  role  as  their  own. 

Since  its  opening  little  more  than  5 
years  ago,  this  truly  national  cultural 
center  has  attracted  8  million  people 
to  5400  major  performances  in  theater, 
dance,  opera  and  music.  The  Center 
has  provided  nearly  600,000  half-price 
tickets  to  students  and  the  elderly 
and,  last  year  alone,  sponsored  more 
than  1500  free  events. 

In  order  to  continue  the  flow  and 
integrity  of  the  Center's  presentations 
and  to  underwrite  new  programs  of 
unusual  merit  and  universal  appeal, 
the  Corporate  Fund  is  seeking  $1  mil- 
lion for  1977incorporatecontributions 
of  $5,000  or  more— all  of  which  are 
deductible  under  section  501  (c)3  of 
the  Internal  Revenue  Code. 

The  Fund's  Vice  Chairmen,  the  top 
executives  of  the  eleven  companies 
noted  below,  urge  you  to  seriously 
consider  a  co-starring  part  in  this  vital 
Capitol  production.  For  a  fuller  ex- 
planation of  why  your  corporation 
should  participate  in  this  enterprise, 
please  write  to  our  Chairman,  Mr. 
Donald  S.  MacNaughton,  Prudential 
Plaza,  Newark,  NJ  07101. 


The  Corporate  Fund 
for  the  Performing  Arts 
at  Kennedy  Center 


ie  top  executives  of 
nerican  Can,  Atlantic  Richfield, 
r&T,  duPont,  Exxon,  GE,  GM,  IBM, 
)bil,  Prudential  and  US.  Steel 
rite  you  to  perform  with  them 
Kennedy  Center. 


irectors  Chairman.  Donald  S  MacNaughton,  Prudential  Vice  Chairmen:  Thornton  F  Bradshaw.  Atlantic  Richfield.  Frank  T  Cary,  IBM.  John  D  deButts,  AT  J I  Reginald  H  Jones, 
dC  Kautfmann  Exxon  William  F  May  American  Can,  Thomas  A  Murphy.  GM;  Irving  S  Shapiro.  duPont,  Edgar  B  Speer,  U  S  Steel,  Rawleigh  Warner,  Jr.,  Mobil  I 


Faces  Behind  The  Figures 


Time  Inc.'s 
Money  Problems 

"It's  nice  to  have  virtually  all  our  di- 
verse lines  doing  well  at  the  same 
time,"  purrs  James  R.  Shepley,  59, 
Time  Inc.'s  president  and  chief  operat- 
ing officer.  After  turning  in  record  earn- 
ings of  $67  million  ($3.32  per  share)  last 
year,  the  $l-hillion-plus  (revenues)  pub- 
lishing and  paper  giant  is  doing  equally 
well  this  year;  at  the  six-month  mark  its 
earnings  were  $40  million  ($1.98  a 
share),  up  31%  from  the  first  half  of 
1976.  For  the  full  year  Time  could 
exceed  $4  a  share. 

People  magazine,  not  even  four  years 
old,  is  turning  out  to  be  a  real  money- 
maker. After  losing  $1  million  in  1975, 
it  netted  an  estimated  $6  million  pretax 
last  year  and  should  earn  considerably 
more  this  year.  Bolstered  by  People, 
Time's  stable  of  magazines  could  earn 
$55  million  pretax  this  year  on  over 
$400  million  in  sales. 

Time's  book  publishing,  and  records 
subsidiary  expects  to  sell  27  million 
volumes,  up  from  23.5  million.  "Earn- 
ings for  the  book  and  record  subsidiary 
could  come  close  to  doubling  last 
year's,"  Shepley  says.  That  could  mean 
around  $25  million  pretax.  Time's  pay 
cable-TV  operations  could  break  into 
the  black  this  year,  after  years  of  losses. 


The  Sissy 

Frank  kahn  can  walk  through  down- 
town Washington,  D.C.  and  tell  you 
who  built  every  building.  He  knows 
who  owns  what  and  who  should  charge 
higher  rents — even  who  could  cut  cool- 
ing costs  by  increasing  the  fresh 
air  mix. 

"Real  estate  is  still  very  much  a  back- 
yard horse-trading  business,"  he  ex- 
plains. "I  grew  up  here,  and  that  gives 
me  an  advantage  over  any  outsider." 
Kahn  uses  his  edge  as  chairman  of 
Washington  Real  Estate  Investment 
Trust,  which  he  founded  in  1960.  It  is 
one  of  the  nation's  oldest  REITs.  Also 
one  of  the  smallest  (total  assets:  $30 
million)  and  most  profitable  (net  earn- 
ings: $2.4  million). 

Overexpansion  has  turned  many  real 
estate  investment  trusts  into  penny 
stocks.  But  WRIT — as  Kahn  dubs  his 
firm — trades  today  at  twice  book  value  and 
near  its  alltime  high.  "We've  never  had 
any  problems  raising  money,  says  Kahn. 
"Our  problem  is  finding  something  to  buy. 
There's  always  junk  real  estate  on  the 
market,  but  never  much  prime  property. 
It's  accumulated  slowly  by  people  who 
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Down  in  Diboll,  Tex.,  Time's  Tem- 
ple- Eastex  forest-products  subsidiary, 
helped  by  the  housing  pickup,  is  doing 
well  after  a  few  difficult  years.  Templc- 
Eastex  pretax  earnings  could  range 
around  $70  million  this  year. 

With  all  this  money  pouring  in, 
Time's  cash  holdings  are  beginning  to 
get  embarrassing.  It  started  this  year 
with  $150  million  in  cash  and  equiv- 
alents, and  the  money  has  piled  up 
steadily  since.  For  the  full  year,  cash 
flow  will  be  around  $120  million.  The 
directors  raised  the  dividend  this  year 
(to  $1.30),  the  second  time  in  nine 
months. 

Capital  spending  is  unlikely  to  make 
much  of  a  dent  in  all  this  cash.  Publishing 
itself  is  not  a  capital-intensive  business. 
Paper  is,  but  the  company  finished  a 
major  paperboard  expansion  in  1976. 
"The  next  round  of  paper  expansion  prob- 
ably won't  get  under  way  until  1979  or 
1980,"  says  Shepley,  "when  we  hope  to 
get  into  newspaper  and  magazine  pa- 
per— which  we  don't  make  now — and 
expand  linerboard  operations." 

Last  month's  proposed  purchase  of 
Book-of-the-Month  Club  for  $63  million 
in  cash  and  stock  won't  even  absorb  this 
year's  excess  cash  flow.  So,  management 
has  plenty  of  options — all  of  them  pleas- 
ant. It  could  make  an  additional  acquisi- 
tion. It  could  buy  in  some  of  the  com- 


don't  need  to  sell."  Growing  gradually, 
WRIT  now  owns  19  properties — mostly 
office  and  luxury  apartment  buildings  and 
all  in  the  economically  stable  Washington 
metropolitan  area. 


REIT-man  Kahn:  Staying  home  and  stay- 
ing cautious  has  kept  his  Washington- 
based  firm  profitable. 


Time  Inc.'s  James  R.  Shepley:  Book-of- 
the-Month  Club  may  not  be  the  only 
acquisition.  He  has  the  money. 


pany's  own  stock,  enhancing  earnings  on 
the  remaining  shares.  It  could  raise  the 
dividend  again.  Or  management  could 
make  a  combination  of  all  these  moves 
and  still  not  feel  any  pain.  ■ 


To  Kahn,  a  52-year-old  Wharton 
graduate  who  lectures  regularly  at  his 
alma  mater,  rapid  expansion  and  geo- 
graphical diversification  just  bring  prob- 
lems. Most  WRIT  holdings  are  within 
an  hour's  drive  from  his  office,  and  a 
radio  on  his  desk  keeps  him  in  instant 
touch  with  his  building  managers.  Kahn 
minimizes  his  long-term  debt  and  takes 
only  equity  positions  rather  than  making 
mortgage  loans  backed  by  short-term 
borrowing.  (That  ruined  many  of  his 
more  venturesome  competitors.) 

So  far.  whenever  WRIT  has  sold  a 
property,  it  has  doubled  its  original  in- 
vestment. One  Kahn  approach  that  helps 
maintain  that  record  is  his  distaste  for 
buying  new  buildings:  "Give  me  some- 
thing with  three  or  four  years'  operating 
experience.  That  way  I  can  see  where  to 
improve  it." 

Such  conservativism  has  kept  Kahn 
and  WRIT  largely  unknown — despite 
its  stock's  8%  yield  and  a  seven-year 
history  of  dividend  increases.  "I  guess 
I'm  just  a  sissy,  Kahn.  concludes.  "I'm 
afraid  to  take  much  risk.  Other  people 
can  make  money  faster  than  us.  but 
over  the  long  run  we  should  do  just 
about  as  well."  ■ 
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ind  to  stir  your  spirit... 
land  to  feed  your  soul 

;  the  beginning  of  recorded  time,  a  hidden  mountain 
y  in  the  southern  Colorado  Rockies  has  awaited  its 
tvery  by  the  very  special  people  who  will  one  day 
t  home. 

ting  ground  of  Indians  .  .  .  holy  ground  of  Conquista- 
s ...  so  few  owners  have  held  this  beautiful  Eden  since 
awn  of  creation  that  it  remains  today  much  as  it  did 
)  first  touched  by  the  hand  of  God. 
all  it  Forbes  Park. 

years  ago,  the  publishers  of  Forbes  Magazine  began 
ing  for  sale  a  section  of  their  260-  square  mile  Trinchera 
:h  in  five-acre  parcels  called  Sangre  de  Cristo  Ranches. 
;  than  90%  of  that  land  has  been  purchased  to  date, 
he  success  of  the  operation  exceeded  all  expectations, 
ote  from  that  land  and  deep  in  the  heart  of  the  Forbes 
:hera  Ranch  is  a  spectacular  alpine  valley  rivaling 
idary  Shangri-La.  Because  it  has  remained  so 
:essible  over  the  centuries,  this  unspoiled  haven  has 
>ed  the  habitation  of  man. 

Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
hes  Inc.,  is  inviting  people  who  have  a  special  apprecia- 
or  the  beauty  of  nature,  and  who  want  more  out  of 
o  acquire  land  in  this  awesome  Eden  at  cash  prices 
ng  from  $3,500  to  $1 2,000.  Easy  credit  terms  available, 
es  Park  will  be  a  completely  private  area  surrounded 
e  San  Isabel  National  Forest  and  the  rangelands  of  the 
:hera  Ranch.  It  will  be  accessible  year-round  through 
in  gate  restricting  entrance  to  owners  and  their  guests, 
ing  will  not  be  permitted  in  this  peaceable  kingdom, 
lany  sports  and  recreational  areas  will  be  available 
e  vast  common  acreage. 

Ing  immediately,  you  may  purchase  one  or  more 
!ed  acres  for  a  mountain  homesite  where  you  will 
with  your  Forbes  Park  neighbors  the  ownership  of  an 
ional  485  acres  of  common  lands,  plus  the  control  of 
ler  4,1 00  acres  of  ponds,  streams,  woods,  meadows 
ther  recreational  areas  set  aside  for  the  exclusive 
ment  of  the  owners  for  all  time. 

n  the  HUD  Property  Report  from  developer  and  read  it 
e  signing  anything.  HUD  neither  approves  the  merits  of 
ffering  nor  the  value,  if  any,  of  the  property.  

otter  or  solicitation  in  those  states  where  the  property  is  not  registered 


PARK 

Development  of 
Sangre  de  Cristo  Ranches  Inc. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park,  Box  303,  Fort  Garland, 
Colorado  81 133. 

000337  A  0AD-77 


FORBES  PARK 

Box  303,  Fort  Garland,  Colorado  81133 
Name  


3577 


I 


Address . 


City. 


.State. 


.Zip. 


Telephone. 


Preferences:  □  $3,500      n  $5,000      □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ep 
proval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  ln<  NYA76-775 


rk  Ranger  log  skidders  move  timber  over  rough  terrain. 


New  Clarklift  C-300  models  meet  tough 
performance  standards  economically. 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


i's  largest  planetary  axle  before  installation 
s  Clark  675  tractor  shovel. 


■■■■■■■■Hni 


5pra  Coupe  applies  fertilizer  and  insecticides, 


Melroe  Bobcat  loader  maneuvers 
in  tight  quarters 


Give  him 
a  Zero. 

It's  the  world's  easiest  media  plan: 
last  year's  plan  updated. 

Next  time  someone  proposes 
it,  give  the  man  a  zero— or  at 
least  a  copy  of  Newsweek's  "Guide 
to  Zero-Base  Media  Planning." 

"Projecting"  last  year's  plan 
for  next  year  may  be,  in  some 
instances,  a  good  idea. 

But  these  days  —  with  manage- 
ment concern  for  accountability, 
and  with  ad  budgets  strained  by 
rising  media  costs  and  increased 
competition  — starting  at  zero  is 
generally  a  better  idea. 

Zero-Base  Media  Planning 
means,  literally,  starting  from 
scratch. 

No  sacred  cows.  No  precon- 
ceptions. No  comfortable 
assumptions. 

At  Zero-Base,  the  important 
thing  is  to  keep  an  open  mind,  and 
not  to  be  intimidated  by  what  has 
happened  in  the  past. 

Zero-Base  Media  Planning  is 
a  modern,  disciplined  approach  to 
media  planning. 

It  borrows  some  of  its  termi- 
nology and  procedure  from  an 
innovative  and  widely  used 
decision-making  process  known 
as  Zero-Base  budgeting. 

In  Zero-Base  Media  Planning, 
the  media  type  to  be  selected  is 


rrLet'sjust  do  what  we  did 
last  year:  It  worked,  didn't  it?" 


never  a  foregone  conclusion. 

Creative  execution  (if  it 
exists)  is  not  an  inhibiting  factor. 

Each  medium  is  viewed 
afresh,  whether  creative  exists 
for  it  or  not. 

Then,  in  a  later  step.  Media 
and  Creative  become  co-partici- 
pants in  the  final  determination  of 
the  plan. 

Together  they  must  evaluate 
the  "trade-off"  opportunities  that 
exist  between  the  advantages  of 
one  medium  and  those  of  another. 
They  must  determine  what  is  being 
given  up  in  terms  of  creative 
effectiveness  or  target-group 
delivery  when  one  media  com- 
ponent is  selected  over  another. 

In  today's  rapidly  changing 
media  marketplace,  Zero-Base 


Media  Planning  can  be  the 
advertiser's  assurance  that  media 
opportunities  are  not  being 
overlooked. 

To  help  you,  Newsweek  has 
prepared  an  informative  36-page 
"Guide  to  Zero-Base  Media 
Planning."  It  shows  how  the  Zero- 
Base  approach  differs  from  other 
approaches;  how  it  can  help  you 
increase  the  efficiency /effective- 
ness of  your  media  plans;  and, 
with  a  detailed,  step-by-step 
example,  how  you  can  put  the 
technique  to  work  yourself. 

In  addition,  Newsweek  is 
prepared  to  supply  you  with  a 
vast  amount  of  marketing  infor- 
mation essential  to  the  Zero-Base 
Media  Planning  process. 

This  includes  syndicated 
research  (the  widest  range  offeree 
by  any  major  magazine),  new 
interpretations  of  current  syndi- 
cated data,  innovative  primary 
research,  and  qualitative,  in-dept 
attitudinal  surveys  of  special 
audiences. 

For  further  information  aboui 
Newsweek's  marketing  tools- 
many  of  which  are  intended  to 
help  bridge  intermedia  barriers— 
and  for  a  copy  of  the  "Guide" 
(Newsweek  has  already  filled 
requests  for  nearly  1 1,000  of  them 
contact  your  Newsweek  sales 
representative  or:  Chuck  Kennedy 
Vice  President  and  Advertising 
Director.  Newsweek,  444  Madisor 
Avenue,  New  York,  N.Y.  10022. 


Zero-Base  Media  Planning. 
Ask  Newsweek. 


aces  Behind  The  Figures 


tpache  Capitalism 

majestic  bull  elk  grazes  peacefully 
l  a  deserted  mountainside  in  north- 
estern  New  Mexico.  Twenty-five  miles 
vay,  on  the  same  743, 000- acre  reserva- 
)n,  150  Jicarilla  Apaches  turn  out  cable 
imponents  for  International  Business 
achines.  Times,  as  they  say,  are  a- 
langin  for  the  "Basket  Weavers." 
That's  the  English  name  for  the  Jiea- 
lla,  a  tribe  of  2,200  entrepreneurs  who 
ive  a  $4-million-a-year  oil-and-gas  leas- 
g  operation,  a  computer  components 
;tory,  restaurants,  hotels — they've 
'en  financed  a  movie. 
The  movie  is  a  Western,  (but  without 
dians).  A  Gunfight,  a  1970  film  star- 
lg  Johnny  Cash  and  Kirk  Douglas, 
isn't  a  Star  Wars,  but  the  Jicarilla  ex- 
:ct  to  make  a  little  money  from  it.  They 
ive  already  gotten  their  $2-million  in- 
■stment  back— $300,000  from  the 
nerican  Broadcasting  Cos.,  which 
owed  the  film  twice  on  national  televi- 
m,  and  the  rest  from  theatrical  distri- 
ition  rights. 

There  are  no  new  cinema  ventures 
anned.  "It  just  looked  like  one  good 
vestment  at  the  time,"  savs  Gabriel 


Abeyta,  the  tribal  accountant  for  20  years 
and  now  program  officer  for  the  Bureau 
of  Indian  Affairs.  "Johnny  Cash  was  the 
draw  because  most  of  the  Indian  popula- 
tion around  here  is  turned  on  by  coun- 
try-western music." 

The  Jicarilla  have  prospered  since  set- 
tling on  the  reservation  back  in  1887. 
Quiet,  nonmilitant  and  savvy,  the  tribe, 
unlike  others,  built  a  strong  council  and 
involved  the  entire  tribe  in  new  enter- 
prises. A  $9-million  settlement  a  couple 
of  years  ago  by  the  federal  government 
over  a  land  claims  suit  provided  cash 
flow  for  new  investments.  The  Apaches, 
through  an  elected  president  ("chief  is 
no  longer  the  proper  title),  vice  presi- 
dent and  eight  council  members,  hold  a 
multimillion-dollar  balanced  portfolio  of 
blue  chips  and  other  stocks. 

Side  by  side  with  their  20th-century 
operations,  the  Jicarilla  tribe  reserves 
20,000  acres  of  forest  and  mountains  for 
deer  and  elk  hunting  (they  also  own  and 
operate  the  hunting  lodge).  Sportsmen 
the  world  over  have  visited  the  reserva- 
tion for  the  chance  of  bagging  an  Apache 
bull  elk. 

Leonard  Atole,  35,  was  elected  presi- 
dent of  the  tribe  two  months  ago  for  a 


Atole:  Sportsmen  come  to  the  Jicarilla 
Reservation  to  shoot  elk,  but  the  Apache 
turn  out  computer  components  for  IBM. 


four-year  term.  "It's  the  same  as  the 
U.S.  government,"  explains  Atole.  "We 
have  a  constitution  and  charter.  Our  offi- 
cers are  elected  and  we  are  a  self-govern- 
ing entity." 

Self-financing,  too.  ■ 


trepreneur  Turned  Senator:  Now 

award  Metzenbaum's  concern  is 
r  shareholders'  rights. 


A  Forgotten  Minority? 

The  pressure  is  on  to  see  that  women, 
minority  groups  and  something  vaguely 
called  "the  public"  are  represented  on 
corporate  boards  of  directors — will  chil- 
dren be  next?  But  how  about  the  smaller 
stockholders?  Shouldn't  they  have  a 
voice,  too,  on  how  companies  are  run? 
Senator  Howard  Metzenbaum  (D — 
Ohio),  60,  thinks  that  maybe  they 
should.  "You  can  t  have  millions  of 
points  of  view  on  running  a  corporation," 
the  silver-haired  former  businessman 
says,  "but  neither  should  executives  be 
able  to  run  a  company  entirely  according 
to  their  own  whims." 

Metzenbaum  is  heading  up  the  brand 
new  Subcommittee  on  Citizen  and 
Shareholders'  Rights  and  Remedies.  The 
unit  recently  held  hearings  to  explore 
what  goes  on  in  boardrooms  generally, 
and  specifically  to  question  whether  or 
not  more  shareholder  participation  in 
management  is  desirable  and  feasible. 
Metzenbaum  has  not  drafted  legislation 
yet,  nor  is  it  certain  that  he  will.  But,  he 
says  he  is  working  with  a  group  of  corpo- 
rate executives  and  lawyers  to  determine 
how  increased  shareholder  participation 
might  work.  One  possibility:  Couple  it 
with  the  idea  of  having  more  outside 
directors  on  the  board,  then  put  the 
seats  up  for  grabs. 


"We  might  see  people  out  campaign- 
ing for  directors'  seats,  he  says.  Met- 
zenbaum does  not  favor  having  seats  des- 
ignated for  special  societal  groups  as 
some  have  proposed.  He  would  like  to 
see  minority,  environmental  and  wom- 
en's points  of  view  represented,  he  says, 
but  not  as  formally  written. 

Metzenbaum  made  his  personal  for- 
tune— currently  $6.2  million — by  start- 
ing the  Airport  Parking  Co.  of  America, 
then  selling  it  to  International  Tele- 
phone &  Telegraph.  He  defeated  Robert 
Taft  Jr.  last  year  to  win  his  first  full  term 
in  the  Senate.  He  had  served  11  months 
back  in  1974  when  William  Saxbe  re- 
signed to  become  Attorney  General  but 
then  lost  the  Democratic  nomination  to 
former  astronaut  and  now  Senator  John 
Glenn. 

Now,  clearly,  he  wants  to  make  his 
mark.  As  a  Democratic  member  of  the 
Judiciary  Committee  he  is,  according  to 
an  unwritten  rule,  entitled  to  his  own 
subcommittee.  Why  the  interest  in 
shareholders?  It  doesn't  stem  from  his 
experience  as  a  shareholder  of  ITT,  nor 
from  his  experience  running  his  own 
company.  Instead,  he  says,  "it  comes 
from  a  deep-seated  conviction  and  con- 
cern that  the  individual  is  being  lost  in 
our  social  and  economic  processes,  <  spe- 
cially when  he  has  to  deal  with  large 
economic  units."  ■ 
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You  cant  run 
10  successful  companies 
with  just  one  man. 


Especially  when  our 
goal  is  that  our  com- 
panies hold  leadership 
positions  in  their  indus- 
tries and  have  good  years 
even  during  hard  times. 

This  requires  10  strong 
chief  executives  with  10 
good  management 
teams.  Our  compound 
annual  growth  rate  of 
26.7%  in  earnings  per 
share  over  the  past  eight 
years  shows  how  well 
they've  done  their  jobs. 
(Over  the  same  period, 
earnings  of  the 
Standard  &  Poor's 
400  compounded  at 
about  7%.) 

Experienced  CEOs 

Our  chief  executives 
have  been  with  their  com- 
panies an  average  of  16 
years.  Each  has  helped 
build  his  company, 
helped  solve  its  prob- 
lems, helped  keep  it 
moving  ahead. 

They  provide  the  kind 
of  leadership  and  stability 
we  look  for  in  the  com- 
panies we  acquire.  In  fact, 
one  of  our  most  impor- 
tant criteria  wher  consid- 
ering a  company  for 
acquisition  is  that  it  be 
well  run,  and  have  a  man- 
agement that's  willing  to 
remain.  When  we  evalu- 
ate a  company's  assets, 


Lawrence  G  Blackmon 
President, 
Microdot  Inc 
9  years  service 


Max  R  Dodson 
President  and 
Chlel  Executive  Officer 
Lone  Star  Steel  Co 
26  years  service 


Paul  H  Einhom 
President. 

Universal  Manufacturing 

Corporation 

28  years  service 


Charles  E  Fancher 
President. 
Imperial  Reading 
Corporation 
9  years  service 


Paul  F  Hoffman 
Chairman  and 
Chlel  Executive  Officer. 
Velsicol  Chemical  Corp 
7  years  service 


John  B  Holland 
Chairman  and 
Chief  Executive  Officer 
Union  Underwear  Co  Inc 
15  years  service 


Edward  A  Horrlgan.  Jr 
Chairman  and 
President 

The  Buckingham  Corp 
4  years  service 


Robert  Kurtzer 
President 

Fruit  ol  the  Loom.  Inc 
14  years  service 


Harry  J  Noznesky 
Chairman  and 
Chief  Executive  Olhcer. 
General  Battery  Corp 
20  years  service 


Robert  C  Turrenline 
President. 

Acme  Boot  Company.  Inc 
29  years  service 


we  include  the  quality  of 
its  management. 

We  also  believe 
that  strong  people  won't 
stay  where  they're  not 
challenged.  So  we  give 
each  chief  executive 
maximum  control  over 
his  company's  day-to-day 
operations.  He  deter- 
mines what  the  com- 
pany's goals  should  be 
and  how  to  accomplish 
them. 

We  believe  in  strong 
financial  incentives,  too. 


Each  chief  executive's 
compensation — and  that 
of  his  key  officers— is 
tied  to  the  performance 
of  his  company — based 
on  profitability  and  usually 
on  return  on  capital,  too. 
It's  the  kind  of  an  arrange- 
ment the  right  people 
thrive  on. 

It's  a  system  that  has 
worked  for  us.  Last  year 
Northwest  Industries 


earned  $7.06  per  share, 
our  seventh  straight  year 
of  growing  earnings.  And 
our  aftertax  return  on 
total  capital,  including 
debt  and  capitalized 
leases,  in  1976  was 
1 3. 1  %.  We  also  provided 
a  return  on  stockholder 
equity  of  18.6%,  com- 
pared to  about  1 4%  for 
theS&P400. 

Dividend  Growing 

Our  common  dividend 
has  been  moving  up 
regularly,  too.  It  has  in- 
creased from  an  annual 
rate  of  $.50  in  1971  to 
the  present  rate  of  $2.85 
per  share.  Our  payout 
ratio  declined  from  54% 
to  27%  in  1976. 

Growth  like  this 
couldn't  happen  if  just 
one  man  were  running 
the  whole  show.  To  find 
out  more  about  our  sys- 
tem of  management, 
send  for  our  annual  re- 
port or  our  SEC  Form 
10-K.  Write  us  at  6300 
Sears  Tower,  Chicago, 
IL  60606. 


Northwest  Industries,"10 
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The  Economy 


conomics?  Or  Metaphysics? 


AS  become  fashionable  for  economic  savants  to  talk 
t  a  so-called  underlying  rate  of  inflation.  This  has  got  to 
ne  of  the  more  ridiculous  economic  concepts  of  recent 
s.  It  is  a  little  like  talking  about  an  underlying  tempera- 
(50  degrees  Fahrenheit,  for  example,  with  the  actual 
►erature  fluctuating  between  0  and  100). 
is  basically  a  defeatist  concept.  It  assumes  that  some  rate 
flation  is  built  in  and  that  there  isn't  much  that  practical 
can  do  about  it.  The  whole  thing  is  vague,  metaphysical 
list  about  useless.  Yet  the  pundits  love  to  talk  about  it. 
hat  is  this  so-called  underlying  rate? 
ice  M.  Rivlin,  director  of  the  Congressional  Budget 
e,  can  state  authoritatively  that  the  underlying  rate  of 
ion,  after  allowing  for  unusual  swings  in  the  prices  of 
and  foods,  is  6%  to  6.5%.  Charles  Schultze,  chairman  of 
President's  Council  of  Economic  Advisers,  is  just  as 
in  that  the  underlying  rate  is  in  the  neighborhood  of  6%. 
>h  Pechman,  director  of  economic  studies  at  The  Brook- 
Institution,  is  convinced  that  the  underlying  rate  is 
een  5%  and  6%  and  will  remain  there.  Courtenay  M. 
r,  chief  economist  for  the  Department  of  Commerce,  is 

precise  and  says  that  the  underlying  rate  is  6%. 
>w  do  they  reach  their  various  numbers? 
ey  start  with  some  broad  measure  of  inflation,  say  the 
esale  price  index  or  the  consumer  price  index.  Then  they 
late  what  a  big  jump  in  the  cost  of  oil  means  as  it  filters 
igh  the  economy,  or  how  much  food  prices  jumped 
use  of  drought  or  dropped  because  of  bumper  crops  By 
nating  these  special  "nonrecurring"  factors,  they  arrive 
l  "underlying"  rate.  Another  method  is  to  take  wage 
ases,  modified  by  an  adjustment  for  productivity  gain. 


and  come  up  with  the  underlying  rate  of  wage  inflation. 

The  final  result  of  either  of  these  calculations  is  so  indefi- 
nite that,  even  six  months  after  events  have  taken  place,  the 
economist  does  not  know  whether  inflation  has  moderated, 
stayed  the  same  or  speeded  up. 

While  these  learned  economists  argue  about  whether  the 
underlying  rate  is  5%,  6%  or  something  else,  the  truth  seems 
to  be  that  inflation  is  slowing  down.  Most  wage  settlements 
are  moderate.  Although  many  businesses  are  trying  to  raise 
prices,  not  many  are  able  to  make  the  increases  stick. 

Meanwhile,  the  Congressional  Budget  Office  itself  has 
figures  that  tend  to  confirm  that  inflation  is  moderating  rather 
than  being  stuck  at  some  "underlying"  rate.  According  to  its 
numbers,  real  gross  national  product  should  expand  at  a 
3.6%-to-5.1%  rate  next  year,  following  a  1977  gain  of  5.5%. 
Inflation  will  be  in  the  6%-to-7%  range  this  year  and  then  fall 
to  a  4.5%-to-6.5%  range  in  1978. 

To  see  whether  the  economy  is  on  the  right  track,  the  CBO 
offers  some  early  signs.  One  signal  would  be  a  "significant 
revision,  either  up  or  down,  in  business  capital  spending 
plans  reported  to  Commerce  in  August  and  published  in  early 
September,  Another  is  the  pattern  of  mortgage-market  devel- 
opments and  housing  starts  as  an  indicator  of  residential 
investment.  In  the  consumption  sector,  an  indicator  would  be 
a  sustained  weakness  or  acceleration  in  purchases  of  durable 
goods.  If  auto  sales  go  significantly  higher  or  lower  than  an 
1 1-million-to-l  1 .5-million  unit  range,  the  impact  on  the  coun- 
try's well-being  would  be  substantial 

As  of  now,  all  are  on  the  correct  track.  Conditions  are 
healthy.  The  Fed  and  the  Treasury  are  working  together  and 
slow,  sustainable  growth  seems  likely.  ■ 
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AUG  129.7 

SEPT  129.3 

OCT  129.6 

NOV  130.6 
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JUNE(Prel.)140.6 

1972  1973 


omposed  of  the  following: 

How  much  are  we  producing?  (Federal  Reserve 

BoarJ  Index  of  Industrial  Production) 

What  volume  of  hard  goods  are  we  ordering? 

(Bureau  of  Census  lalesl  three  months  new 

orders  of  durable  goods  related  to  inventories) 

How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

How  much  are  people  spending?  (Bureau  of 

Census  retail  store  sales) 

To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

How  costly  are  services?  (U.S.  Dept.  of  Labor 
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1975 
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—  140 

—  135 

—  130 

—  125 

—  120 

—  115 

—  110 
— 105 

—  100 
'-—  95 


service  price  index  related  to  the  consumer 
price  index) 

'  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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The  Bond  &  Capital  Market: 


1 1 


Municipal  Bonds  Backed  By 
The  Federal  Government 

By  Ben  Weberman 

"...  If  you  own  a  high-yielding  tax-exempt  bond,  do  not 
be  panicked  into  selling  the  issue.  It  just  might  be  one 
that  is  soon  going  to  be  transformed  into  an  AAA  bond  . 


/  Is  stale  and  local  governments  move 
to  lake  advantage  ol  lower  long-term  in- 
terest rates  li\  refunding  high  coupon 
bonds,  they  are  creating  an  opportunity 
for  sharp  investors.  Many  oi  the  munici- 
pal bond  issues  sold  at  high  interest  rates 
in  recent  scars  were  either  made  non- 

callable  prior  to  maturity  or  callable  only 
alter  the  passage  ofa  considerable  p<  riod 
oi  lime  State  and  local  treasurers  would 
dearlj  love  to  gel  some  ol  this  debt  oil 
the  books  and  replace  it  with  lower, 
cheaper  debt.  How  to  do  it?  A  number  ol 
them  have  lonnd  a  way. 

What  they  do  is  this:  First  they  sell  a 
new  issue  at  today's  lower  rates;  then 
the>  set  the  proceeds  aside  in  an  escrow 
account  to  be  used  to  retire  older,  more 
expensive  debt  at  the  Inst  available  call 
date,  the  est  row  account  is  then  invested 
in  U.S.  Treasury  obligations. 

Step  back  a  minute  and  see  what  has 
happened:  The  old  state  and  local  obliga- 
tions are  now  backed  by  U.S.  Treasury 
bonds  instead  ol  merely  being  backed  by 

the  lull  faith  and  credit  of  Gopher  Prairie 
or  wherever. 

The  rating  services  are  well  aware  of 
what  this  means  and  they  have  been 
marking  up  the  ratings  of  tax-exempt 
bonds  thus  collateralized.  Bonds  that 
once  carried  ratings  as  low  as  BBB  are 
now  rated  AAA— as  high  a  rating  as  you 
can  get. 

Tucson,  Ariz,  s  water  bonds,  which 
had  been  rated  A,  are  now  AAA;  Mont- 
gomery County,  Pa.  hospital  authority 
bonds  are  AAA  instead  of  BBB;  Hender- 
son County,  Ky.  electric  light  and  power 
bonds  were  upgraded  to  AAA  from  A 
when  they  were  prerefunded. 

What  I  am  talking  about  is  not  small 
potatoes:  Volume  ol  such  advance  re- 
funding is  running  at  $8  billion  a  year. 
Strangely  enough,  though,  few  outside 
ol  the  municipal  bond  trade  even  know  it 

Mr.  Weberman  is  economics  editor  of 
F<  irbes  magazine. 


is  going  on  But  the  Treasury  knows.  It 
has  been  tailoring  obligations  to  this  spe- 
cial trade.  For  example,  if  a  local  govern- 
ment lias  a  bond  callable  on  Aug.  15, 
1984,  the  Treasury  will  issue  a  security 
due  Aug.  15,  1984.  If  the  cost  of  refund- 
ing was  5.85%,  the  Treasury  will  peg  its 
interest  at  that  rate 

Incidentally,  the  Treasury  has  a  wind- 
fall $8  billion  in  cash  as  a  consequence  of 
the  bond  sales  to  state  and  local  govern- 
ments, helping  it  reduce  dependence  on 
private  debt  investors  for  money. 

The  Big  Secret 

Searching  out  these  solidly  backed  tax- 
exempts  is  not  easy.  Dissemination  ol 
information  is  not  one  ol  the  strengths  of 
the  municipal  bond  business.  Ask  Frieda 
Wallison,  executive  director  of  the  Mu- 
nicipal Securities  Rulemaking  Board, 
about  a  current  proposal  to  require  deal- 
ers to  publish  information  about  issues 
they  handle,  and  she  will  agree  that 
there  have  been  loud  and  long  howls 
from  many  in  the  industry  about  the 
onerous  burden  such  reporting  would 
involve.  I  can  recall  many  times  trying  to 
get  information  about  eo/.y  deals  be- 
tween government  officials  and  shady 
dealers  but  could  find  no  information 
available  about  how  much  taxpayers  lose 
on  repaying  debt  and  covering  dealer 
profits  on  such  deals. 

This  is  mentioned  as  a  way  of  warning 
you  that  there  are  great  opportunities 
but  they  will  be  hard  to  find.  Further- 
more, if  you  own  a  high-yielding  tax- 
exempt  bond,  do  not  be  panicked  into 
selling  tin-  issue.  It  just  might  be  one 
that  is  going  to  be  transformed  into  a 
bond  that  reasonably  soon  will  be  rated 
AAA.  The  municipal  bond  industry  has 
no  method  of  tracking  such  develop- 
ments or  publishing  information.  Only 
dealers  and  portfolio  managers  paid  to 
follow  these  bonds  closely  can  take  time 
to  ferret  out  such  developments 

What  we  mean,  for  example,  is  typi- 
fied bv  a  $176-rnillion.  Suffolk  Countv, 


N.Y.  sewer  bond  issue  that  was  sol< 
originally  in  August  1976.  No  one  like< 
New  York  communities  at  the  time  an< 
interest  rates  were  high  anyway.  Thi 
2008  maturity  had  to  carry  an  HVh%  cou 
pon  to  find  takers.  This  maturity  conk 
be  called  for  redemption  only  after  1981 
at  a  price  of  103. 

By  June  30  of  this  year,  invest! 
attitudes  had  changed  and  Suffolk  coulc 
sell  $176  million  worth  of  obligations  a 
a  net  interest  cost  of  6.50%  with  bond 
due  in  2006,  the  longest  maturity  car 
ried  a  6.5^  rate  of  return.  The  cash,  a 
anticipated,  was  used  to  buy  Treasurie 
that  were  deposited  with  a  trustee  w  itl 
instructions  to  call  the  1976  issue  ij 
1986.  The  87/ss  of  2008,  which  are  call 
able  at  103  in  1986,  are  selling  like  i 
tax-free  Treasury.  That  is  essential); 
w  hat  they  are.  At  the  end  of  July,  the 
were  priced  at  131.82,  to  yield  4.65%  t< 
call  in  1986. 

There  are  numerous  other  examples 
none  of  them  easy  to  find.  Northeri 
Arizona  University  at  Coconino  market) 
ed  $9  million  of  advance  refunding  bondl 
and  Tampa,  Fla.  Sports  Authority  i| 
Hillsborough  is  advance  refunding  $3; 
million  worth  of  bonds.  The  refundec 
bonds  are  not  available  through  dealers. 

Some  big  deals  are  in  the  works,  tooi 
The  New  York  State  Power  Authority  ii 
contemplating  refunding  $600  million  a 
9%  bonds  issued  to  buy  Consolidate] 
Edison  generating  facilities;  the  State  a 
Massachusetts  is  seeking  legislation  ti 
refund  $500  million  of  9%  obligation* 
and  the  Washington  Suburban  Sanitar 
District  has  a  $2()0-million  potential 
What  to  look  for  is  bonds  with  a  high  tax 
exempt  yield  to  maturity-.  As  these  ari 
advance  refunded,  their  y  ields  yvill  dro| 
(that  is,  their  prices  will  rise)  to  thi 
levels  of  the  corresponding  U.S.  Tresf 
sury  securities. 

More — not  less — of  this  advance  rt 
funding  yvill  take  place  when,  as  I  antici 
pate,  long-term  interest  rates  coin 
down  even  further.  ■ 
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lue  Line  looks  at . . . 

lajor  Stocks 

With 
/E's  Under  5 

And 
ields  Over  6% 

s  the  potential  to  double  in  price, 
estimate,  within  3  to  5  years. 

ng  1650  major  stocks  under  its  continuing  review.The 
}  Line  Investment  Survey  finds  . . . 

129  stocks  are  selling  at  less  than  5  times  estimated 
current  earnings  .  .  .  compared  with  past  P/E  ratios  up 
to  10  times  or  higher. 

105  of  these  low-P/E  stocks  also  offer  Appreciation 
Potentials  in  the  next  3  to  5  years  of  more  than  100% 
.  . .  based  on  Value  Line's  estimates  of  their  earnings 
and  P/E  ratios  in  that  future  span.  (31  offer  long-term 
Appreciation  Potentials  of  more  than  200%.) 
In  addition,  a  significant  minority  of  these  "com- 
bination" stocks  currently  yield  from  6%  to  10%, 
based  on  our  estimate  of  dividends  in  the  12  months 
ahead.  (In  many  of  these  stocks,  moreover,  we  look  for 
sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

te  urge  you  not  to  leap  into  stocks  like  these,  good  as 
nay  sound,  without  also  checking  Value  Line's  current 
is  for  Probable  Price  Performance  and— most  im- 
ntly— Safety.  This  is  easy  to  do: 

ATED  EVERY  WEEK 

'  week,  Value  Line's  regular  Summary  &  Index  presents 
-date  ratings  of  EACH  of  1650  stocks  relative  to  all  the 
s,  as  follows  . . . 

)  Rank  for  Probable  Price  Performance  in  the  Next 
12  Months— ranging  from  1  (Highest)  down  to  5 
(Lowest). 

)  Rank  for  Investment  Safety  (from  1  down  to  5). 

)  Estimated  Yield  in  the  Next  12  Months. 

)  Estimated  Appreciation  Potential  in  the  Next  3  to  5 
Years— showing  the  future  "target"  price  range  and 
percentage  change  from  current  price. 

)  P/E  ratio  and  current  price,  pius  estimated  annual 
earnings  and  dividends  in  current  12  months.  Also 
latest  quarterly  results  against  a  year  ago. 

S  FULL-PAGE  REPORTS 

dition,  each  of  the  1650  stocks  is  the  subject  of  a  com- 
msive  new  full-page  Rating  &  Report  at  least  once 
three  months— including  22  series  of  vital  financial 
•perating  statistics  going  back  15  years  and  estimated 
3  years  ahead.  About  125  new  full-page  Reports  like 
re  issued  each  week  . .  .  1650  every  13  weeks.  All  this 
ial  is  so  organized  in  your  binder  that  you  can  turn  to 
itinually  updated  report  on  almost  any  leading  stock. 

DIAL  INVITATION 

ire  invited  to  receive  the  complete  Value  Line  Invest- 
Survey  (with  30-day  money-back  guarantee)  for  the 


next  10  weeks  for  only  $29— about  HALF  the  regular  rate— if 
no  member  of  your  household  has  had  a  Value  Line  sub- 
scription in  the  last  two  years. 

This  invitation  will  bring  you— as  a  bonus— Value  Line's  com- 
plete 2000  page  Investors  Reference  Service  (available 
separately  for  $45)  with  our  very  latest  full-page  Reports  on 
all  stocks  under  review.  These  will  then  be  systematically 
updated  by  new  reports  to  be  issued  weekly. 


(These  Pages  Are  Reduced  From  Actual  8V2 


size.) 


Investing  in 
Common  Stocks 


Tbe  Value  Line  Rankings 
and  otbrr  Criteria  of 
Slock  Value 


And— as  an  exfra  bonus— you  will  also 
receive  Investing  in  Common  Stocks,  by 
Arnold  Bernhard,  Value  Line's  founder  and 
research  chief.  This  64-page  book  explains 
how  even  inexperienced  investors  can  ap- 
ply thousands  of  hours  of  professional  re- 
search to  their  own  portfolios  by  focusing  on  only  two  un- 
equivocal ratings, one  for  Timeliness  (Performance  in  next 
12  months)  the  other  for  Safety.  This  book  is  YOURS  TO 
KEEP  even  if  you  return  the  other  material  under  your 
money-back  guarantee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the 
management  of  your  investments. 

To  accept  this  invitation— and  to  pinpoint  the  current  list  of 
low-P/E  "combination"  stocks  referred  to  above— mail  the 
coupon  today. 


The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc. 
5  E.  44th  St.,  N.Y.,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  accompanied  by 
payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC 
CALCULATOR  (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Investment 
Survey  for  one  year — and  send  payment  now. 

□  1  year  for  $285.  My  payment  is  enclosed— send  me  the 
CALCULATOR  as  rny  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


L 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return 
material  within  30  days  for  full  refund  of  the  fee  I  have  pa.d. 
Subscription  tax-deductible  and  non-assignable.  Foreign  rates  on  I 
request.  (NY  residents  add  sales  tax.) 

616D15  1 
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FINANCIAL 
INDUSTRIAL 

INCOME 
FUND,  INC. 


Money  And  Investments 


A  NO-LOAD 
MUTUAL  FUND 

SEEKING 
CURRENT  INCOME 
WITH  CAPITAL  GROWTH 

NO  SALES  CHARGE 

Keogh  and  Individual 
Retirement  Prototype 
Plans  Available 


— ,  Write  or  call  our  toll-free  number 
800/525-6148. 


Financial  Programs,  Inc.  4-fb-2-f6ri-14 
P.O.  Box  2040,  Denver,  Colorado  80201 

A  prospectus  containing  more  complete  information  about  FIIF, 
including  management  tee  charges  and  expenses,  will  be  sent 
upon  receipt  of  coupon  or  call  Read  it  caretully  before  you  invest 
or  forward  money  Send  material  for  □  Individual  Retirement 
Account  □  Self-Employed  Retirement  Plan 


Name 


Address 


City 


State 


-Zip_ 


F6R1 


Regular 

Quarterly 

Dividend 

62  1/2$  per 
Common  Share 

Payable: 

September  15,  1977 
Record: 

August  19, 1977 
Declared: 
July  27,  1977 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 


Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


Energy  Crisis: 
It  Hasn't 
Gone  Away 

By  Lucien  O.  Hooper 


^Juddenly,  right  after  mid-July,  the 
stock  market,  which  had  refused  to  pro- 
vide any  convincing  summer  rally,  de- 
clined sharply — not  only  to  new  lows  for 
the  year  but  to  the  lowest  level  of  the 
Dow  Jones  industrials  since  January  of 
1976.  This  upsets  the  theory  that  stocks 
are  headed  into  a  vigorous  improvement 
in  the  weeks  immediately  ahead.  It  does 
not,  however,  change  the  probability 
that  the  stock  market  will  continue  to  be 
highly  selective. 

The  most  worrisome  thing  about  the 
economy  is  the  energy  crisis.  We  are 
importing  something  like  half  of  our  oil, 
creating  a  balanee-of-payments  deficit  af- 
fecting the  external  and  internal  value  of 
the  dollar,  and  complicating  the  world's 
money  markets.  The  public  does  not  like 
unpleasant  things  and  so  America  is  sim- 
ply not  facing  facts;  and  we  probably  will 
not  face  facts  until  the  inevitable  conse- 
quences of  this  behavior  begin  to  hurt, 
and  hurt  badly. 

Energy  Savers 

My  feeling  is  that  the  new  lows  in  the 
key  averages  are  traceable  to  a  sudden 
recognition  of  the  unfavorable  balance  of 
payments  rather  than  to  Bethlehem 
Steel  s  shocking  dividend  cut.  With  nei- 
ther the  market  nor  the  economy  over- 
heated, I  feel  that  the  energy  crisis  is 
now  a  restraining  factor  rather  than  a 
probable  immediate  cause  of  a  new  bear 
market. 

The  biggest  influence  in  the  market's 
selectivity  is  the  energy  factor  and  what 
it  does,  or  threatens  to  do,  to  individual 
companies  and  industries.  This  makes 
the  oils  and  coal  and  uranium  producers 
look  better  than  the  companies  and  in- 
dustries that  use  a  lot  of  energy.  It  makes 
stocks  of  energy-saving  companies  in- 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  <L~  McKinnon  Securities 
Inc. 


creasingly  interesting,  such  as  ()w 
Corning  (68),  Johnson  Products  (46) 
Honeywell  (51).  It  continues  to  cai 
cloud  over  big  oil  users,  like  the  pe, 
chemical  companies.  It  makes  utu 
that  are  heavier  users  of  coal  and  nuc 
power  more  interesting  than  those  h< 
ily  dependent  on  oil. 

I  assume  that  Congress,  perhapsi 
luetantly  and  slowly  ,  will  make  it  nt 
profitable  to  produce  energy.  I  asst( 
higher  oil  prices  are  in  the  offing 
consumers,  and  higher  profits  for 
companies  regardless  of  how  much  j 
ticians  may  oppose  this 

I  am  increasingly  impatient  with 
earnings   estimates   for   1978  that 
emanating   from    financial  district 
search  departments  which  say  they 
bearish  on  the  economy  and  the  s) 
market.  I  notice  that  between  80% 
90%  of  the    1978  earnings  estim 
anticipate  an  improvement  in  profit 
1978  over  1977.  I  question  the  abilit 
financial  analysts  to  estimate  earn: 
for  any  company  so  far  in  advance, 
if  the  economy  is  scheduled  to  dete 
rate  as  much  as  the  pessimistic  seen) 
outlines,  estimates  of  earnings  for  1) 
should  be  lower  and  not  higher  in  a  ! 
majority  of  cases. 

The  Leader 

Owens-Corning  Fihcrglas  (69) 
probably  the  major  potential  benefic 
of  the  need  for  better  insulation! 
houses  to  save  fuel.  The  company  « 
mates  that  between  1974  and  1 
about  8  million  out  of  a  possible 
million  owner-occupied  homes  \v 
reinsulated.  It  estimated  that  as  of  Ja 
ary  1977  some  71  million  homes  still 
available  to  be  reinsulated.  This 
mand  for  reinsulation  together  v 
higher  insulation  standards  in  the  bu 
ing  of  new  homes  continue  to  prodm 
sharp  improvement  in  Owens-Corr 
earnings. 
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irket  Comment 


s. 

illy,  Owens-Coming's  earnings 
[une  quarter  were  $1.87  a  share, 
;d  with  98  cents  a  share  in  the 
uarter  a  year  ago.  Incidentally, 
irnings  were  larger  than  for  any 
uarter  in  the  company's  history, 
mally  the  December  quarter  is 
t  quarter  of  the  year,  with  the 
jarter  the  poorest  of  the  year, 
a  very  high-grade  blue  chip  and 
nts  ownership  in  a  company  that 
nquestioned  leader  in  the  insula- 
siness. 

i  Aluminium  (27)  is  one  of  the 
»est  primary  aluminum  produc- 


rhe  biggest  influence 
stock  market's  selec 
is  the  energy  factor 
hat  it  does,  or  threat- 
i  do,  to  individual  com- 
s  and  industries  .  .  ." 


:he  world.  Its  production  facili- 
;  largely  located  in  northern 
,  where  it  has  perhaps  the 
t  and  most  dependable  source 
•r.  Electric  power,  of  course,  is 
st  important  "raw  material"  in 
jduction  of  aluminum.  Alcan, 
sells  aluminum  all  over  the 
ind  has  extensive  bauxite  re- 
earned  $1.23  a  share  in  the 
larter  compared  with  17  cents  a 
i  the  same  quarter  of  last  year, 
for  the  first  half  of  1977  were 
share  as  against  30  cents  in  the 
f  of  last  year  and  1976  profits  of 
.14  a  share.  There  is  a  good 
that  profits  this  year  will  be 
sr  $4  a  share.  The  demand  for 
m,  of  course,  is  increased  by 
id  toward  lightness,  particularly 
construction  of  automobiles, 
the  years,  I  have  learned  the 
of  reacting  too  violently  to  un- 
d  and  sudden  changes  in  stock 
trends.  I  must  admit,  however, 
recent  decline  in  equities,  plus 
terioration  in  investment  and 
»  sentiment,  makes  me  feel 
;ss  complacent  about  the  trend 
prices.  I  don't  think  everything 
;  to  pot.  I  am  afraid,  however, 
should  not  expect  too  much  of 
rket.  At  a  time  like  this  we 
ry  to  own  the  right  stocks  rather 
r  to  guess  what  the  stock  aver- 


Get  to  know  Conrac... 


before  you  plug  in  your  brain 

It's  a  good  idea  to  get  to  know  Conrac.  Our  computer  terminals 
are  used  the  world  over  to  display  the  output  of  electronic 
"brains."  Computer  peripherals  is  only  one  of  the  growing  com- 
munications industries  where  Conrac  is  a  basic  manufacturer 
and  marketer.  If  you  know  an  EDP  system  manufacturer,  ask  him. 
He  knows  us  well... and  the  better  you  know  us,  the  better 
you'll  like  what  we  can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N.Y.  10017. 


Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  September  30, 1977 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  September  30,  1977: 

Class  Dividend 
of  Stock      Per  Share 


Common 

$  .49 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred  — 

$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred  — 

$25  Par 

8.70%  Series 

$  .5438 

9.75%  Series 

$  .6094 

All  dividends  are  payable  on  or 
before  September  30, 1977  to  stock- 
holders of  record  August  31,  1977. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


Newark,  New  Jersey 
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All  This 

STOCK  ADVICE 

For  Next  4  Weeks 
Only  $1  ($10  Value) 

15  Capital  Gains  Favorites, 
25  Low  Priced  Stocks,  30 
Stock  Split  Candidates,  Is- 
sues with  yields  up  to  81/2%. 
Receive  with  30  day  trial  ($10 
value)  only  ($.25  weekly).  Save 
$9.  Also  included:  Digest  of 
20  other  Services;  Dow  Theory 
"buy"  and  "sell"  signals  and 
indications;  Option  Surveys; 
Market  Commentary;  Monthly 
buy-sell-hold  advices  on  700 
stocks  and  much,  much  more. 
Fill  in  coupon  below,  attach 
$1  and  mail.  Money  back 
guarantee.  (Subscription  can- 
not be  assigned  without  your 
consent.) 


Money  And  Investments 


 $10  VALUE  ONLY  $1  

DOW  THEORY  FORECASTS,  Inc.,  Dept.  FM  8-15 

P.O.  BOX  4  5  5  0  ,  7227-5657-7 
Grand  Central  Station,  N  Y.,  N  Y.  1001 7 

NAME   

ADDRESS   

CITY  


SIAII 


/IP 


Central  and  South  West 
Corporation 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  July  21,  1977, 
declared  a  regular  quartorly  divi- 
dend of  thirty-one  and  one-half  cents 
(31 1/2  (J)  per  share  on  the  Corpora- 
tion's Common  Stock.  This  dividend 
is  payable  August  31,  1977,  to  stock- 
holders of  record  July  29,  1977. 

Leroy  J.  Scheuerman 
Secretary  and  Treasurer 
Wilmington,  Delaware  19899 


System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  o!  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


Invest  In  Over-The-Counter  Securities 
through  a  Mutual  Fund. 

•  OVER  -  THE  -  COUNTER 
SECURITIES  FUND,  INC.  • 

Write  today  for  Free  Prospectus: 
Review  Management  Corp.  Dept.  F 
Oreland,  Pa.  19075 


A  Nervous 
Market 

By  Heinz  H.  Biel 


CJli  yes,  we  did  have  a  summer  rally, 

It  didn'l  j^o  very  far  and  didn't  last  very 

long,  I > « 1 1  there  was  enough  dI  it  t<>  reaf- 
firm the  tradition.  When  the  bottom 
dropped  out  ol  the  market  late  last 
month,  every  commentator  came  up 
with  another  explanation,  But  what  they 

pointed  to  as  fundamental  causes  were 

actually  "triggers."  Technically — and  it 

does  not  matter  whether  or  not  you  be- 
lieve in  technical  analysis    the  market 

had  been  suspeel  for  some  time.  In  fact, 
one  advisory  service  whose  record  I  have 

followed  for  well  over  30  years  lias  had  a 
SELL  signal  in  effect  since  Mar.  25. 

Although  the  Dow  has  dropped  to  the 
lowest  level  since  the  early  days  ol 
I97(>  I  see  no  reason  for  getting  pan- 
icky. The  economic  fundamentals  are 

not  OUt  ol  whack.   Neither  is  it  uncom 

mon  for  the  market  to  act  nervously  in 
the  first  year  ol  a  new  presidency.  Some 
people,  apparently,  don't  feel  comfort- 
able with  Mr.  (  .titer. 

Bigger  Yields 

The  investors  rebellion  against  over- 
priced growth  stocks  ,md  their  quest  for 
higher  div  idends  has  been  quite  success- 
ful, ll  also  has  been  rewarding  for  those 

managements  w  ho  could  read  the  hand- 
writing on  the  wall  IJv  raising  its  divi- 
dend rati-  with  alacrity,  Avon  Products, 
for  instance,  managed  to  lilt  the  multiple 
ol  its  slock  back  lo  17.  This  is  a  far  crj 
from  what  it  used  lo  be,  but  it  is  nearly 
twice  that  of  the  DJI.  However,  even 
though  Avon  now  almost  qualifies  as  an 

income  stock,  I  do  think  that  the  multi- 
ple is  getting  a  bit  on  the  high  side.  II,  as 
an  investor'.  1  look  lor  appreciation  rather 
than  yield,  I  would  prefer  /tVi  L<n  (40), 

selling  about  nine  points  lower  and  likely 
to  earn  about  as  much  as  Avon  this  year 

and,  because  of  its  more  dynamic  earn- 
ings growth,  more  next  year. 

Mr,  Biel  is  n  senioi  <  u  <  pr<  sidi  m  oj  tl><  V)  SE 
firm  cj  Hoppin,  Watson  /nr. 


The  late  Charles  Revson,  the  colon 

l<  der  of   Revlon   who  was  primal 

responsible  for  the  company'  s  gro\| 
and  success,  deserves  the  highest,  all] 
posthumous,  praise  for  picking  Mien 
Her^erac  as  his  successor.  Herbert 
heading  [TT's  European  affairs  at 

time,  was  probably  the  most  eostlv 
mis  baby  ol  all  time,  but  it  semis 
have  been  well  worthwhile  for  Ivevloill 
fust-hall  results  ($1.53  a  share  vs.  $1 
last  year  )  can  be  taken  as  an  indicate 
earnings  lor  all  of  1977  should  be  c<] 
fortablv  above  $3.  The  indicated  mil 
pic  is  about  12,  which  I  consider  mod 
ale  in  view  of  the  probability  of  furl 
above-average  earnings  growth  1 
present  modest  $1  dividend  rate  is  likj 
to  be  raised  again  before  long 

Volatile 

I  can't  help  being  intrigued  bv  7V 
(Iijiic  (57),  a  $2-billion  (sales)  eonglonj 
ate  being  run  in  a  unique  manner 
Henry  E.  Singleton,  a  former  I.itton 
ecutive.  Like  John  Connelly  of  Cra 
('oik  6c  Seal,  Singleton  is  a  firm  belie 
in  not  ever  paying  a  cash  dividend, 
gafdless  ol  earnings  or  financial  af| 
enee.  Unlike  Connelly,  however  Sinl 
ton  has  been  regularly  paying  small  stt 
dividends.     It's     the  papa-knows-h 
management    philosophy,    and    if  ; 
don't  like  it.  nobody  forces  you  to  u 
Teledyne  or  ( 'row  n  (  ork. 

In  recent  years  Teledynes  proviso 
for  depreciation  and  amortization  hi 

exceeded  its  capital  expenditures,  lej 
ing  its  large  earnings  available  for  otl 
purposes.  It  is  hard  to  believe,  but 
tween  1972  and  1976  the  company  nil 
aged  to  shrink  its  common  stock  eapi 
i'/ation  by  two-thirds,  from  34.4  milll 
shares  (adjusted  for  stock  dividends)1 
11.4  million  shares.   It  did  so  b\  a 
chase,  bv   tender  and  by  exchange 
debentures.     The    effect    on  per-shl 
earnings,  obviously,  was  explosive  wit' 
jump  from  $5.74  in  1975  to  $10.48  1 
year.  The  price  ol  the  stock,  too, 
ploded,  just  about  quadrupling  in  a 

month   period     With   results   like  tf! 

who  needs  cash  dividends? 

Singleton  also  made  si/able  inv« 
incuts  in  other  companies,  displayirj 
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tock  Comments 


igc  affinity  for  his  alma  mater.  Tcl<- 
i  now  owns  some  20%  of  Litton  In- 
ries  and  about  19%  of  Walter  Kidde, 
h  happens  to  be  run  by  another 
hi  alumnus,  Fred  Sullivan.  In  addi- 
Teledyne  owns  16%  of  Reichhold 
nicals  and  23%  of  Curtiss-Wright, 
ler  of  which  is  Litton-related. 
ledyne  is  not  everybody's  cup  of 
It  is  a  highly  volatile  stock  that  can 
ter  sharp  ups  and  downs,  seemingly 
:>ut  rhyme  or  reason.  There  are  mys- 
s.  too  W  hat,  for  instance,  is  Single- 
planning  to  do  with  these  various 
istments"?  Yet,  here  is  a  company 


.  Although  the  Dow  has 
pped  to  the  lowest  level 
:e  early  1976,  I  see  no  rea- 
for  getting  panicky  .  .  ." 


will  probably  earn  $12  a  share  or 
•  this  year.  With  the  stock  down  20 
s  from  its  high,  it  is  selling  at  a 
iple  of  less  than  5.  As  I  said,  it  is  an 
filing  stock.  And  if  it  should  still  be 
ame  for  your  taste,  there  are  call 
us,  traded  on  no  fewer  than  three 
■ent  exchanges. 

lave  written  a  number  of  times  in 
it  years  about  Con  Edison  (24),  its 

and  tribulations.  At  long  last  the 
>any  had  overcome  the  aftereffects 
e  dividend  omission  in  the  spring  of 
;  had  emerged  from  the  cloud  ol  a 
hie  New  York  City  bankruptcy  in 
all  of  1975;  had  the  investment  rat- 
f  its  bonds  restored;  had  lifted  per- 
!  earnings  and  dividends  to  an  all- 
iiigli — and  then  came  the  blackout, 
b,  of  course,  was  grist  for  the  mills 
m  Edison's  many  enemies, 
hot her  or  not  the  blackout  was 
id  by  an  act  of  God  can  only  be 
■mined   by   the   experts,  whether 

be  technicians  or  theologians, 
tever  financial  damage  may  result, 
ompany  is  in  good  enough  shape  to 
le  it  without  flinching.  However, 
though  statistically  Con  Edison  is 
r  the  cheapest  major  utility  stock, 
hances  of  another  dividend  increase 
deteriorated.  Politically,  it  would 
advisable  to  consider  this  for  some 
to  come.  The  stock,  therefore,  has 
oine  of  its  appeal  and  purchase  is  no 
r  advised.  The  bonds,  in  my  ppin- 
are  much  better  than  their  ratings 
by  Moody's  and  A-  by  S&P).  They 
d  be  bought  and  held  for  their 
;-average  yield.  ■ 


288th  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  Seventy-Six  Cents  (76<f)  per  share 
has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 
payable  in  cash  on  September  1,  1977,  to  stockholders  of  record 
at  the  close  of  business  August  10,  1977. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
July  26, 1977 

GALLAHER  LIMITED 
Master  Lock  Company 

-Hdinfs  jB-lBram  |)isiilling  Co. 
Sunshine  Biscuits,  inc. 

0  Wilson  Jones 
Oacushnet  company 

THE  ANDREW  Jertfens 

W.  R.  CC^jEgp  &  Sons  Cutlery 

^^3^9 VISIBLE")  RECORDS.  INC 

DUFFY  -MOTT  COMPANY,  INC. 

>|fot«ffi/LIGHTING  CORPORATION 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N  Y.  10017 


COMPANY 


OF  OUR  PAST 


Hohokus,  New  Jersey  u< 


A  mutual  fund  seeking  long-term 
growth  through  investments  in 
U.S.  and  Foreign  securities. 

Free  brochure  and  prospectus 
available.  Please  write: 


State 
Fo  8-77 
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Venture  Capita 


The  Secret  Of  Getting  Out 

By  Thomas  P.  Murphy 

".  .  .  'You  learn  to  live  with  the  companies  you  have'.  ...  In 
other  words,  you're  a  stockholder,  not  a  stockholder  .  .  ." 


I  he  old  venture  capital  formula  was 
straightforward  enough.  You  find  a 
growth  company,  nurture  it  with  your 
capital  and  wise  counsel  and  wait  for  it  to 
mature  a  little.  Then  you  sell  it  to  the 
public  at  a  multiplier  of  your  genius. 
Genius?  Well,  anyhow  it  worked 
through  most  of  the  postwar  period  and 
right  up  until  1973.  Then  half  the  team 
walked  off  the  field — the  public  stopped 
buying.  By  now  even  the  most  patient 
venture  investor  has  concluded  that  the 
public,  for  the  most  part,  may  never 
come  back.  Question:  How  do  venture 
capital  and  private  investors  ever  find 
liquidity  so  that  they  can  afford  to  buy 
those  homes  in  Palm  Beach  or  move  on 
to  other  deals? 

The  answers  are  several  when  you  talk 
with  venture  capitalists,  but  there  is  a 
mainstream  answer.  As  James  B.  Swartz, 
vice  president  of  Citicorp  Venture  Cap- 
ital Ltd.,  puts  it:  "The  trick  in  getting  out 
of  an  investment  is  being  careful  what 
you  get  into."  Meaning?  Meaning  that 
it's  not  enough  to  produce  good  mer- 
chandise. You  must  produce  merchan- 
dise that  the  customers  want.  And  since 
the  only  "customers''  for  small  compan- 
ies these  days  are  big  companies,  it 
means  you  stick  to  industries  that  big 
companies  are  likely  to  be  interested  in. 

Venture  investors,  for  instance,  would 
take  several  hard  looks  before  backing  a 
personal  services  business.  They  are 
hard  to  sell.  On  the  other  hand,  there 
are  industries  that  are  fairly  easy  to  sell. 
Citicorp's  Swartz,  for  instance,  likes  the 
medical-devices  field  and  the  medical- 
disposables  industry.  Energy  businesses - 
are  also  considered  good  merchandise, 
as  are  oil  and  gas  service  businesses  and, 
of  course,  that  perennial  favorite,  the 
computer  and  all  its  related  businesses. 

But  even  here  the  sky's  not  the  limit. 
"Since  you  know  that  big  companies  are 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


not  going  to  pay  a  lot  when  they  buy 
from  you,  you  have  to  buy  right  to  begin 
with,"  says  Swartz. 

Other  venture  capitalists,  particularly 
those  with  older  portfolios,  take  the  view 
that  liquidity  may  no  longer  be  the  goal 
anyway.  "One  answer,"  notes  Alan  Patri- 
cof,  a  New  York  venture  capitalist,  "is 
that  you  learn  to  live  with  the  companies 
that  you  have.  I  can  see  some  venture 
capital  firms  evolving  as  conglomerates 
in  the  future."  In  other  words,  you're  a 
stuckholder,  not  a  stockholder,  and  you 
might  as  well  make  the  best  of  it. 

Patricof  is  one  of  the  more  eclectic 
investors,  with  current  deals  ranging 
from  a  uranium  land  and  lease  company 
through  miniwarehouses  to  advertising 
on  bus  stop  shelters.  He  also  found  him- 
self with  a  significant  share  of  the  com- 
mon stock  in  New  York  and  New  West 
magazines  at  a  time  when  British  press 
baron  Bupert  Murdoch  decided  that  he 
wanted  very  much  to  own  those  maga- 
zines. Patricof  s  investors  made  four  to 
five  times  their  original  investment  on 
that  takeover.  Patricof  would  thus  add 
publishing  to  the  list  of  industries  where 
good  properties  can  be  sold  advanta- 
geously. However,  it  is  only  fair  to  add 
that  Patricof  wouldn't  always  have  talked 
thus;  he  and  his  investors  sat  with  that 
particular  investment  for  a  good  many 
discouraging  years. 

Income  For  Investors 

Contracts  are  still  another  approach  to 
liquidity.  Nearly  all  venture  deals  today 
are  made  with  debt  or  preferred  stock  so 
that  the  investor  can  get  current  income 
and,  in  theory,  get  his  initial  investment 
back  when  the  company  has  accumulat- 
ed some  wealth.  Taken  a  step  further, 
some  venture  investors  write  a  contract 
that  also  gives  them  the  right  to  "put" 
their  warrants  or  common  stock  to  the 
company  at  some  future  multiplier  of 
earnings. 

While  such  approaches  look  fine  on 
paper,  everyone  recognizes  their  limits 
in  practice.  Growth  companies  often 
cannot  service  their  debt  and  rarely  turn 
out  the  way  they  are  planned.  A  deal 
made  now  in  anticipation  of  an  unpre- 


dictable future  may  prove  impossible,  or 
grossly  unfair  to  investors  or  manage- 
ment, as  the  company  grows.  There  is  a 
basic  flaw,  too.  Growth  companies  need 
more  capital.  They  should  not  be  giving 
it  back  to  their  investors.  Still,  such  con- 
tracts at  least  give  investors  alternatives 
in  the  future  and  so  they  are  written 
despite  their  limitations. 

Perhaps  the  longest-range  approach  of 
all  is  pursued  by  Exxon  Enterprises,  Inc. 
Without  pressure  for  current  income,  or 
liquidity,  Exxon  is  assembling  a  portfolio 
of  companies  around  three  central  ideas: 
new  materials,  advanced  energy  systems 
and  word  processing.  "The  intention," 
explains  H.B.  Sykes,  senior  vice  presi- 
dent of  Exxon  Enterprises,  "is  to  gradu- 
ally bring  together  a  group  of  related, 
small  enterprises  into  larger  corporate 
entities,  and  to  do  this  around  ideas  that 
have  the  potential,  at  least,  to  become 
big  businesses."  What  does  that  mean? 
It's  like  this:  Graphite  fiber  composite 
shafts  for  golf  clubs  are  a  product  of  one! 
Exxon  company,  but  that  application  is 
trifling  compared  to  the  next  goal,  which 
is  to  make  graphite  a  major,  lightweight 
component  material  for  the  auto 
industry. 

Yet  another  and  perhaps  more  ambi- 
tious Exxon  project  is  the  new  word- 
processing  typewriter  that  an  Exxon  En- 
terprise company,  Oyx,  will  be  introduc- 
ing this  fall.  The  typewriter,  with  mem- 
ory and  other  features,  employs  a  "daisy"! 
(revolving)  printing  head.  It  is  no  small 
compliment  that  IBM  is  buying  daisy 
printing  heads  from  another  small  com- 
pany, Qume,  in  which  Exxon  has  a  10% 
position.  In  fact,  Exxon  has  investments 
in  11  companies  in  the  computer- related 
and  word-processing  fields. 

Exxon's  venture  capital  approach 
could  turn  out  to  be  the  best  answer  of 
all.  The  only  trouble  is  that  it  works  best 
for  those  with  billion-dollar  bankrolls. 
For  the  rest  of  us  there  just  is  no  substi- 
tute for  a  public  willing  to  pay  25  times 
earnings  for  the  chance  of  getting  in  on 
the  ground  floor.  So  when  you  hear  a 
venture  investor  talking  about  the  long 
term,  take  my  word  for  it:  He  may  be 
making  virtue  out  of  necessity.  ■ 
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Blue  whale  at  The  American  Museum  of  Natural  History,  New  York  City.  Photograph  by  Robert  Huntzinger 


"If  man  doesn't  preserve  the  last 
of  the  great  whales,  museums  may  soon  be 

their  only  habitat 


)lue  whale  is 
irgest  animal 
las  ever  lived 
s  earth.  It  can 
up  to  100  feet 
md  weigh  160 


Whales  are  still 
over-exploited 

1900  we  humans  have  killed 
)ver  300,000  blue  whales  so 
here  are  only  a  few  thousand 

lr  other  species  of  great 
s  are  being  destroyed.  Despite 
ational  demands  to  stop  the 


slaughter,  whalers  —  mainly  Japa- 
nese and  Russian— have  already  re- 
duced some  species  to  20  percent  of 
their  former  population. 

Whalers  can  turn  to  other  trades 
but  the  great  whales  can  never  be 
recreated. 

We  may  have  much  to  learn 
from  them 

These  peaceful  creatures  have 
highly  developed  brains  and  a  close 
family  and  social  organization. 
They  can  communicate  over  great 
distances,  and  dive  to  great  depths. 

We  cannot  yet  explain  their  full 
role  in  the  ecology  of  the  seas,  but  if 


Dick  Cavett 

they  are  wiped  out  and  we  find  their 
role  was  a  vital  one,  it  will  be  too 
late. 

World  Wildlife  Fund  is  campaign- 
ing to  save  the  life  and  resources  of 
the  seas  —  for  our  own  sakes  and 
those  of  our  children. 

You  can  help 

Send  for  our  free  information  kit  or 
send  your  tax- 
deductible  contri- 
bution to:  World  TN^SE/1^ 
Wildlife  Fund, 
Department  FB-3, 
1319  18th  Street,  Northwest, 
Washington,  D.C.  20036. 


Must 


World  Wildlife  Fund 
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Commoditie! 


A  Trade  For  Eggheads 

By  Stanley  W.  Angrist 


M 


lost  traders  leave  the  egg  futures 
market  alone.  I  cannot,  in  good  faith, 
quarrel  with  that  decision.  Egg  prices 
seem  to  do  funny  things:  Although  they 
should  be  no  more  difficult  to  trade  than 
beans  or  cotton,  they  always  seem  to  be 
moving  in  a  direction  contrary  to  your 
position.  And  yet  .  .  .  sometimes  they 
offer  a  profit  that  seems  to  be  there  for 
the  asking.  First,  let's  take  a  quick  look 
at  some  history. 

In  China  and  other  parts  of  Asia  the 
practice  of  maintaining  flocks  of  hens 
may  be  traced  back  3,000  years.  But 
commercially  produced  eggs  have  been 
available  in  this  country  for  only  100 
years  or  so.  The  industry  suffered  from 
two  problems:  large  seasonal  production 
and  egg  perishability.  These  problems 
were  partly  solved  in  the  1870s  by  base- 
ment storage  and  the  use  of  limewater  or 
oil  to  seal  the  egg  pores.  It  was  about  this 
time  that  icehouses  were  built  for  egg 
storage  and  the  30-dozen  case  became 
common.  (Even  today  a  futures  contract 
of  eggs  calls  for  delivery  of  750  cases  of 
30-dozen  each.  Egg  people  still  call  this  a 
"carload.  ") 

Which  Came  First? 

The  "cobweb  theory"  of  egg  produc- 
tion held  full  sway  for  many  years.  (The 
term  "cobweb"  developed  from  the  im- 
age which  emerges  when  this  cycle  s 
supply  and  price  are  plotted  on  a  graph.) 
In  a  year  when  egg  prices  were  high, 
more  chicks  would  be  purchased.  The 
following  year  more  eggs  would  be  pro- 
duced and  the  increased  supplies  would 
drive  prices  down.  No  new  layers  would 
be  added  to  the  flock,  and  the  following 
year  prices  would  again  be  high.  The 
tendency  toward  large,  highly  automat- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  tvritten  a  book  on 
commodities. 


".  .  .  Though  eggs  are  not  a  favorite  vehicle  of  speculators,  ther< 
is  a  trade  that  has  frequently  yielded  profits  of  400%  .  .  ." 


ed  egg  factories"  has  moved  the  indus- 
try away  from  this  cyclical  price  pattern. 

Though  the  United  States  is  the 
world's  largest  producer  of  eggs  (64.6 
billion  in  1976),  with  Soviet  Russia  a  not 
too  distant  second,  production  has  been 
on  a  steady  downtrend  since  1971.  It 
does  not  take  an  especially  perceptive 
fundamentalist  to  explain  this  almost 
constant  decline:  Americans  have  been 
reducing  their  per-capita  consumption  of 
eggs.  In  1971  it  was  314  eggs  per  capita; 
by  1976  the  annual  per-capita  egg  con- 
sumption had  dropped  to  274,  for  a  13% 
decrease.  Medically  justified  or  not,  it 
seems  that  lots  of  folks  believe  that  the 
cholesterol  found  in  eggs  in  relatively 
large  amounts  is  causally  related  to  heart 
disease. 

Up  To  1,000 

Even  though  eggs  are  not  a  favorite 
vehicle  among  speculators,  there  is  a 
trade  that  can  be  put  on  about  now  that 
has  been  unusually  reliable.  That  is,  buy 
December  and  sell  September  eggs.  It 
has  frequently  yielded  profits  in  excess  of 
400%  on  committed  capital. 

Since  1971  the  spread  has  been  a 
consistent  money-maker,  with  the 
spread  widening  as  much  as  1,000  points 
($2,250)  in  August.  Furthermore,  this  is 
one  of  those  trades  that  seems  to  work 
whether  the  overall  egg  market  is  in  an 
uptrend  (as  in  1972  and  1974)  or  in  a 
downtrend  (as  in  1971). 

There  are  good  reasons  why  this 
spread  works — that  is,  the  reasons  are  as 
good  as  they  ever  get  in  commodity 
markets.  The  September  egg  contract 
seems  to  be  a  particular  favorite  of  the 
speculative  bulls.  They  like  to  establish 
long  positions  in  this  contract  early  in  the 
season.  December,  historically,  has 
been  a  strong  cash  month,  primarily 
because  of  the  increased  use  of  eggs  in 
holiday  cooking  and  baking. 

When  trading  starts  in  the  Decem- 
ber contract,  usually  in  the  early  sum- 
mer, it  trades  within  a  few  hundred 
points  of  September.  However,  as  the 


season  wears  on,  the  September  con 
tract  slowly  erodes  relative  to  Decern 
ber,  as  hedge  selling  is  absorbed  b 
speculative  buying  and  traders  begin  t< 
remember  that  December  is  a  stronj 
cash  month  for  eggs. 

As  first  notice  day  approaches  for  th< 
September  contract  (this  year  it  occurs  oi 
Sept.  1),  the  speculative  longs  in  thi 
September  contract  begin  to  look  for  thi 
door.  The  rules  of  the  egg  contract  make  i 
extremely  unwise  and  potentially  vert 
unprofitable  to  receive  a  delivery  noticj 
for  22,500  dozen  eggs.  Of  course,  the  ega 
would  not  be  physically  delivered  to  th| 
speculator  who  is  long,  but  he  will  owj 
them  as  they  sit  in  a  cold-storage  ware 
house  in  Chicago.  Further,  the  eggs  can 
not  be  tendered  against  an  October  con 
tract  (as  they  are  no  longer  considered 
"fresh")  and  thus  they  must  usually  be  solj 
in  the  Chicago  cash  egg  market.  Th 
people  who  make  that  market  always  seen 
to  know  who  has  a  carload  of  eggs  he  musj 
get  rid  of,  and  they  make  their  bid 
accordingly. 

However,  once  first  notice  da| 
passes,  the  remaining  longs  tend  to  b 
strong — they  really  want  the  eggs  fo| 
the  contracts  they  are  holding.  Thus,  a 
one  enters  the  second  week  in  Septerrt 
ber  it  is  wise  to  be  out  of  this  spread  a 
it  has  a  tendency  to  start  narrowing. 

Good  Support 

The  egg  market  jumps  around  s 
much  that  small  speculators  hav 
viewed  it  as  a  modern-day  equivalent  I 
"Typhoid  Mary.  But  the  Septembet 
/December  spread  appears  to  offer 
way  to  tame  this  unruly  beast.  It  is 
spread  that  has  both  fundamental  an 
technical  support  behind  it.  Moreover 
it  has  returned  a  generous  profit  t! 
participants  in  the  past. 

The  minimum  round-turn  comma 
sion  on  the  spread  is  $50,  while  th 
minimum  margin  is  $600.  If  the  spreai 
narrows  to  even  money  from  its  curren 
levels,  jump  ship  and  go  back  to  cere^ 
and  toast  for  breakfast.  ■ 
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ict  and  Comment 

tin  tied  from  page  22) 

;r  his  arm.  When  he  was  accused 
ealing — they  had  their  civil  service 
ing  and  so  forth — and  the  conclu- 
was,  "Well,  maybe  by  the  time  he 
home  he'd  have  had  a  guilty  con- 
ice  and  brought  it  back.  He  hadn't 
it   yet,    so  he  wasn't  guilty  of 
ing  it."  There's  no  such  thing  as 
onsiveness  to  people  when  you're 
ing  with  a  bureaucracy, 
ilutions  cost  money.  A  government 
:ion  is  probably,  often,  the  last  one 
ssort  to.  The  free-enterprise  one— 
d  companies  have  to  make  a  buck, 
to  make  it  they  must  please  the 
nners — has   merit.    In   wanting  to 
the  best  direction,  we  must  make 
we  don't  take  too  long  to  develop 
direction.  Begin  with  some  direc- 
on  energy.  Get  the  stuff  out  of  the 
nd,  with  the  present  technology, 
stricter     strip-mining  controls, 
t   pick   the   wrong   villain.  Don't 
the  clock  back. 

Profits  For  Everybody 

'hinking  small"  and  talking  about 
beauty  of  manual  labor — that's  sto- 
ok  stuff.  It  wasn't  very  appealing  to 
people  who  had  to  make  their  own 
les  if  they  wanted  light.  Great  stuff 
hobby  or  a  craft  for  a  current 
e  lifestyle.  But  for  somebody  that 
s  to  have  an  education,  to  have 
to  make  candles  and  read  books — 
/e  got  to  remember  where  the 
ey  comes  from.  It's  from  somebody 
s  labor. 

isiness  is  owned  by  everybody, 
igs  funneled  into  productive  useful- 
The  Social  Security  system — any- 
;  you  name  that  the  government  is 
retically  supplying  or  that  we  rely 

0  be  ours  in  our  old  age — repre- 
>  the  productive  use  of  money, 
it's  most  productive  when  it's  used 
tably.  The  bigger  the  profit,  the 

1  government  can  take  and  spend, 
st  join  in  telling  them  what  to  do 

it.  That's  a  bigger  help  than  tell- 
business  not  to  make  money.  ■ 


Three  ways  we  can  make  you 
more  successful  trading  the  market. 

If  you  trade  the  market  without  the  advice  of  your  broker,  we 
believe  we  can  make  you  more  successful  at  it. 

First,  we  positively  will  not  influence  your  trading  decisions.  Our 
business  is  deliberately  set  up  to  stay  out  of  them.  We  give  no 
advice,  pay  no  one  commissions,  and  carry  no  merchandise. 

Second,  we  give  you  the  best  odds  of  getting  the  best  price  on 
every  trade.  We  do  it  by  having  you  deal  directly  with  experienced 
order  execution  specialists  instead  of  securities  salesmen;  by 
backing  them  up  with  several  times  the  quotation  equipment 
available  to  most  salesmen;  and  by  providing  them  with  direct 
access  from  their  desks  to  every  exchange  and  principal  trading 
market  hi  the  country.  All  of  this  results  in  both  speed  and 
savings.  Execution  and  confirmation  of  many  market  orders  occur 
while  you  are  on  the  telephone.  And  sometimes  you  save  an  extra 
1/16,  1/8  or  even  1/4  in  price. 

Third,  our  commissions  are  a  lot  lower  than  those  charged  by 
conventional  brokers.  While  our  commissions  vary  depending 
on  the  particular  trade  and  the  amount  of  business  you  do,  today 
they  average  54%  less  than  the  last  NYSE  rate  on  stocks 
and  30%  less  than  the  last  CBOE  rate  on  options.  These  discounts 
translate  into  an  average  savings  of  1%  every  time  you  turn 
your  money. 

To  find  out  more  about  how  we  can  make  you  more  successful 
at  trading  the  market,  send  the  coupon  below  for  our  free 
commissions  and  services  brochure  and  application  to  open  an 
account.  Or  call  us  directly  at  800-221-5338  toll  free.  In  New  York 
call  212-269-9127  collect. 

© 

SOURCE 

Complete  Execution  and  Custodial  Services. 
Storks.  Stock  Options  and  Bonds.  Members  NASD,  SIPC. 

Please  send  me  your  free  brochure  and  application. 

I  Name  

*  Address  

|        City  State  Zip_ 

D  Please  have  your  representative  call  me  at: 

I 


Tel.  No.    Hours  to  call.. 


I  Source  Securities  Corporation 

^rwv\       70  Pine  Street,  New  York,  N.Y.  10005     for8/7  tj 


Forbes  Reprint 

Reprints  of  the  FORBES  essay  (Nov.  15,  1976),  "Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists,"  are  again  available.  To  order,  please  use  the  coupon 
below  and  include  payment  with  order. 

Price  Schedule 

1-    9  copies  $1.25  each  100-499  copies  .50  each 

10-  99  copies  .60  each  500  or  more  copies  .40  each 

FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

Please  send  me  copies  of  the  FORBES  essay.  I  have  enclosed  payment  with  my 

order. 

Name  —  

Address — — .  

City/State/Zip  

(Please  allow  4  weeks  for  delivery.) 
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America's  colleges  have  done  a  lot 
for  you.  Now  it's  your  turn. 


Hnvc  you  any  idea  how  much 
America's  coll"ges  have  done  for 
vou? 


The  colleges  arc  in  deep  financial 
trouble. 


It  was  college-trained  minds  that 
invented  television,  electronic 
computers,  spacecraft 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries 


That  gave  you  vitamins. 
X-ray,  and  miracle  drugs 


They  desperately  need  your  help 
So  give  them  a  hand  today  for 
a  better  tomorrow 
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Make  America  smarter. 
Give  to  the  college  of  your  choice. 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  82  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  6, 1 977  to  stockholders  of  record 
at  the  close  of  business  August  1 0, 1 977. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N  C  ,  July21.  1977 

Seventy-Seven  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 


WE'RE  FIGHTING 
FOR  YOUR  LIFE 


Eat  Less 
Saturated 
Fat 


American  Heart 
Association  1 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  40(  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  1,  1977  to 
stockholders  of  record  on  August  10, 
1977.  The  transfer  books  will  not 
close. 

July  28,  1977 
RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


DIVISIONS  U.S.  INDUSTRIAL  CHEMICALS  CO. 

NATIONAL  OISTILLERS  PRODUCTS  CO. 

BRIDGEPORT  BRASS  CO. 

Al  MADE  N  VINEYARDS.  INC. 

BEACON  MANUFACTURING  COMPANY 
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Thoughts 


on  the 

Business  of  Life 


How  tight  can  life  be 
without  the  space  of  hope? 
Arab  Proverb 


To  he  good  is  noble.  To  tell 
people  how  to  be  good  is  even 
nobler  and  much  less  trouble. 
Mark  Twain 


Being  oppressed  .  .  .  and  sorry  can 
be  a  way  of  life,  just  like  any  other. 
John  Corry 


Believe  me,  every  man  has  his 
secret  sorrows,  which  the  world 
knows  not;  and  oftentimes  we  call 
a  man  cold,  when  he  is  only  sad. 
Henry  Wadsworth  Longfellow 


Self-approbation,  when  founded 
in  truth  and  a  good  conscience, 
is  a  source  of  some  of  the 
purest  joys  known  to  man. 
Charles  Simmons 


Intense  study  of  nature, 
her  secrets  and  her  glories, 
will  humble  the  meanest  spirit. 
Charles  B.  Rogers 


He  jests  at  scars 

that  never  felt  a  wound. 

Shakespeare 


To  understand  what  the  outside 
of  an  aquarium  looks  like, 
it's  better  not  to  be  a  fish. 
Andre"  Malraux 


Only  the  vanquished  remember  history. 
Marshall  McLuhan 


The  best  remedy  for  an  injury 
is  to  forget  it. 
Publilius  Syrus 


Don't  play  with  eggs  on  a  rock. 
African  Proverb 


If  50  million  people  say  a  foolish 
thing,  it  is  still  a  foolish  thing. 

Anatole  France 


God  is  action,  complete  with 
mistakes,  rumblings,  persistence, 
agony.  God  is  not  the  power  that 
has  found  eternal  equilibrium, 
but  the  power  that  is  forever 
breaking  every  equilibrium,  forever 
searching  for  a  higher  one. 
Nikos  Kazantzakis 


Whenever  two  hypotheses  cover 
the  facts,  use  the  simpler  of  the  two. 
William  Ockham 


Do  not  forget  the  fable 
of  what  happened  when  the  Lord, 
moved  by  ceaseless  complaining, 
summoned  all  the  people 
and  told  them  to  throw  their 
troubles  on  one  heap.  Each  one 
was  told  to  pick  out  the  lightest 
he  could  find .  And  to  the  very 
last  man,  each  selected  his  own! 
B.C.  Forbes 


Men  are  not  against  you; 
they're  merely  for  themselves. 
Gene  Fowler 


If  you  are  patient  in  one  moment 
of  anger,  you  will  escape 
a  hundred  days  of  sorrow. 
Chinese  Proverb 


I  have  also  thought  about  calling 
a  conference,  since  a  conference 
is  a  gathering  of  important  people, 
who,  singly,  can  do  nothing,  but 
together  can  decide  that 
nothing  can  be  done. 
Fred  Allen 


What  maintains  one  vice 
would  bring  up  two  children. 
Benjamin  Franklin 


Never  press  a  point  too  hard 
because  a  deep  wound  is  hard  to  heal 
and  usually  leaves  a  scar. 
Dale  Carnegie 


In  this  sad  world  of  ours, 
sorrow  comes  to  all,  and  it 
often  comes  with  bitter  agony. 
Perfect  relief  is  not  possible, 
except  with  time.  You  cannot  now 
believe  that  you  will  ever  feel 
better.  But  this  is  not  true. 
You  are  sure  to  be  happy  again. 
Knowing  this,  truly  believing  it, 
will  make  you  less  miserable  now. 
Abraham  Lincoln 


More  than  3,000  "Thoughts"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574 -page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.,  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 

Sent  in  by  Rodney  Locke,  Providence,  R.I. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Let  us  choose  us  to  judgment:  let  us  knox 
among  ourselves  what  is  good. 
Job  34:4 
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INTRODUCING  THE  BMW  630CSL 

This  year,  the  Bavarian  Motor 
Works  of  Munich,  Germany  will 
manufacture  less  than  four  thousand 
BMW  Coupes  for  the  entire  world. 

Yet,  what  makes  it  so  rare 
among  the  world's  luxury  coupes  is 
that  while  all  affect  the  racy  lines  and 
the  trappings  of  the  true  GT  car,  the 
BMW  630CSi  truly  is  one. 

While  the  630CSi  features  as 
lengthy  a  list  of  luxury  items  as  one 
could  reasonably  require  of  an  auto- 
mobile—supple leather,  full-power 
accessories,  etc.— it  provides  a  driv- 
ing experience  so  unusual,  so  exhila- 
rating that  it  will  spoil  you  for  any 
other  car. 

In  proclaiming  the  BMW  Coupe 
the  best  GT  car  in  the  world,  Town  & 
Country  magazine's  automotive 
authority  put  it  this  way:  "Before 
advertising  people  learned  that  you 
can  apply  any  name  to  any  kind  of 
car,  GT  stood  for  Grand  Touring, 
which,  simply  stated,  means  a 
closed,  two-door  car  with  consider- 
able style  and  considerable  perfor- 
mance. . .  I  can't  think  of  a  better  ex- 
pression of  the  GT  idea  than  this  car." 


BENEATH  ITS  LUXURY  IS  A  CAR 
WORTH  OWNING. 

If  the  Bavarian  Motor  Works  is 
known  for  anything,  it  is  superb,  in- 
novative engineering.  And  the  BMW 
630CSi  is  a  direct  reflection  of  this 
cache  of  engineering  intelligence. 

Its  suspension— independent  on 
all  four  wheels— is  quick  and  clean 
through  the  corners;  its  steering 
sharp  and  accurate. 

Its  four-speed  manual  transmis- 
sion (automatic  is  available)  slips 
precisely  into  each  gear.  And  its 
acceleration  comes  up  smoothly,  with 
the  turbine-like  whine  so  characteris- 
tic of  the  justifiably  renowned  3-liter 
BMW  engine. 

SUPERB  ENGINEERING 
SHOULDN'T  BE  CONFINED  TO  A 

CAR'S  MECHANICAL  PARTS. 

Traditionally  the  domain  of  the 
stylist,  the  interior  of  the  BMW 
630CSi— while  rife  with  creature 
comforts  and  complete  in  every 
sense— is  ergonomically  engineered 
to  the  nth  degree. 

All  seats  are  orthopedically 
molded;  both  front  seats  are  infinitely 
adjustable. 


Controls  are  within  easy  read 
and  all  instruments  are  instantly  \^ 
ble  in  an  innovative  three-zone  cq 
trol  panel  that  curves  out  toward  j 
driver  in  the  manner  of  an  airplan 
cockpit. 

So  thorough  is  the  mtegratiorj 
human  and  machine  that  the  dri\i 
literally  functions  as  one  of  the  eg 
working  parts— the  human  part  tl 
completes  the  mechanical  circuil 

Intriguing?  "...  my  feeling  goe 
beyond  mere  respect. . . ,"  writes  t 
European  automotive  journal,  Ca 
the  BMW  Coupe. 

"This  one  for  me,  is  the  defir 
BMW,  the  epitome  of  the  charad 
that  the  Bavarian  company  set  o|[ 
develop..." 
LET  US  ARRANGE  A  TEST  PR 
FOR  YOU. 

If  you'd  care  to  judge  the  BM 
Coupe  for  yourself,  simply  phone; 
toll-free,  at  (800)  243-6000 
(Conn.  1-800-882-6500) 
and  we'll  arrange  a 
thorough  test  drive  for 
you  at  your  convenience. 

THE  ULTIMATE  DRIVING  MACHIM 

Bavarian  Motor  Works,  Munich,  Germa 


©  1977  BMW  of  North  America,  Inc 


IF^M?  He's  shaping 

his  future 


He  is  turning  out  more  automobile  or 
home  appliance  or  farm  machinery 
parts  or  any  of  a  hundred  items  than 
he  ever  could  before  because  he  is 
an  honest  worker  with  a  new  Warner 
&  Swasey  turning  machine. That 
means  he's  producing  his  product 
at  lower  cost,  and  that  means  he's 
doing  his  best  to  beat  inflation.  If 
there  were  more  of  him  with  more 
modern  machines,  there  wouldn't  be 
as  much  talk  about  inflation  because 
there  wouldn't  be  anywhere  near 
as  much  of  it. 

Also,  fairer  tax  laws  would  allow 
more  companies  to  purchase  highly 
productive,  inflation  retarding 
machines  like  this. 

We've  got  the  machines  that  can 
do  it— have  you  got  the  productive 
workmen?  Has  government  got  the 
good  sense  to  provide  the  needed 
tax  laws? 


WARNER  &  SWASEY 
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MIND  YOUR  OWN  BUSINESS 
INSTEAD  OF  YOUR  PENSION  PLAN. 


'our  time  and  specialized  knowl- 
edge are  extremely  valuable  to 
'he  business  you  manage  Too 
■aluable  to  waste  trying  to  man- 
age another  specialty.  Pension 
)lans. 

That's  why  MONY,  Mutual  Of 
iJew  York,  developed  MONY- 
'JAVER,  a  flexible  full-service  re- 
;irement  program.  So  that 
;/10NY  not  you,  handles  all  the 
lletails.  With  professionals  who 
jlo  it  day  in  and  day  out. 

To  get  similar  service  you'd 
lave  to  employ  a  fund  manager, 

,  bookkeeper,  an  employee  ben- 
efits consultant  and  a  full-time 

dministrator. 

MONY-SAVER  also  has  the 
'ame  features  that  have  made 

.11  of  our  group  annuities  so  at- 
ractive  to  our  more  than  2,400 
.orporate  pension  clients,  large 
j.nd  small.  You  get  a  guaranteed 


rate  of  return  on  your  fixed- 
income  assets.  A  profession- 
ally-managed equity  investment 
facility.  And,  if  you  like,  your 
employees  can  choose  between 
the  fixed-income  and  equity 
facilities  for  investing  the  money 
that's  in  their  own  accounts. 

You  also  get  flexibility. 
MONY-SAVER  can  be  used  for 
money-purchase  pension  plans 
or  profit-sharing  plans.  Thrift 
plans  and  voluntary  saving  op- 
tions are  available.  MONY- 
SAVER  can  also  be  adapted  to 
existing  plans. 

For  more  information,  call 
Peter  Cross,  at  (212)  586-4000. 
Or  just  send  in  the  coupon. 
Once  we  handle  your  pension 
plan,  the  only  thing  on  your  mind 
will  be  the  things  you  want  there. 

This  advertisement  is  intended  solely  for 
employers  or  trustees  of  corporate  tax- 


qualified  pension  or  profit-sharing  plans  On 
request,  we  will  gladly  provide  (1)  financial 
data  about  MONY.  including  balance  sheets 
and  statements  of  operations  for  the  past 
two  years,  and  (2)  other  material  information 
about  our  group  annuity  contracts,  such  as 
how  we  determine  and  may  credit  any  inter- 
est not  expressly  stated  in  our  contracts 
(e.g.,  excess  interest) 


MONY  FB9 
Drop  3-5 

1740  Broadway,  New  York.  NY  10019 


Gentlemen 

|  |  Please  send  me 

MONY's  comprehensive 

booklet  on  managing 

MONY-SAVER. 

|  |  Please  have  a  representative 
call  me  with  more  information 
on  how  MONY's  performance 
record  can  help  me. 

Name  

Title 


Company 


Phone 


Address 


City 


State 


The  Mutual  Life  Insurance  Company  Of  N 


PERFORMANCE  IS  OUR  GREATEST  ASSET  MONY. 
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This  month  Fokbks  publishes  its 
third  annua]  editon  in  Arabic,  a  148- 
page  report  on  the  state  of  American 
industry.  Besides  articles  on  Ameri- 
can business  written  from  the  per- 
spective of  business  and  professional 
men  and  government  officials  in  the 
Middle  East,  the  edition  contains 
more  than  60  pages  of  statistical  and 
directory-type  information  on  hun- 
dreds of  leading  American  corpora- 
tions. The  advertising  in  the  issue  is 


and  government  leaders  throughout 
the  Middle  East.  The  job  of  coordi- 
nating these  complex  transoceanic 
shipments  was  done  by  production 
assistant  Diane  Freeman. 

Forbes'  Arabic  advisers  are  young, 
business-minded  Middle  Easterners 
studying  or  working  in  the  U.S.  They 
include  Ghassan  Karam,  an  econo- 
mist now  teaching  at  Western  Con- 
necticut State  College  in  Danbury; 
Salah  Brik  El-Hannaehi  and  Fahmy 


International  Effort:  Dr.  Yassin  El-Ayouty  (left),  editorial  con- 
sultant for  Forbes  in  Arabic,  and  Senior  Editor  Jeff  Grigsby. 


directed  by  American  businesses  at 
the  tremendously  important  audience 
the  magazine  serves.  Nothing  else 
written  in  Arabic  serves  so  specifical- 
ly as  a  channel  between  Arab  and 
U.S.  business. 

Its  production  is  quite  a  logistical 
feat.  This  year's  Arabic  edition  was 
written  and  compiled  by  Forbes 
staffers  in  New  York,  with  guidance 
by  a  board  of  Arabic  advisers.  The 
English  copy  was  flown  to  Egypt  to 
be  translated  at  the  American  Univer- 
sity in  Cairo,  returned  to  New  York 
for  editing  in  Arabic  by  our  distin- 
guished editorial  consultant.  Dr.  Yas- 
sin El-Ayouty,  and  returned  to  Cairo 
again  for  typesetting  by  Al-Ahram, 
largest  newspaper  in  the  Arab  world. 

For  printing,  the  contents  of  the 
issue  went  to  the  Smeets  Offset  Co.  at 
Weert,  Holland;  Forbes  Director  of 
Production  John  J.  Romeo  flew  to 
Holland  to  supervise  the  job.  Then  it 
returned  once  again  to  Cairo  for  dis- 
tribution by  the  newspaper  Akhbar  el 
Yom  to  a  select  list  of  25,000  business 


Esmat  Abdel-Meguid,  both  working 
on  advanced  degrees  in  the  U.S. 

Our  chief  consultant.  Dr.  El- 
Ayouty,  a  courtly  and  precise  man,  is 
a  senior  political  affairs  officer  at  U.N. 
headquarters  in  New  York.  He  is  also 
a  well-known  political  scientist  who 
has  published  four  books,  and  con- 
tributes to  U.S.,  European  and  Mid- 
dle Eastern  publications  in  both  Ara- 
bic and  English.  A  native  of  Egypt, 
he  came  to  the  U.S.  in  1952  as  a 
Fulbright  scholar;  he  holds  degrees  in 
education,  U.S.  constitutional  history 
and  '  economics  from,  respectively, 
Trenton  (N.J.)  State  College,  Rutgers 
University  and  New  York  University. 

"Forbes  in  Arabic  is  an  important 
bridge  of  communications  between 
the  well-established  business  and  fi- 
nancial communities  in  the  U.S.  and 
the  incipient  communities  dealing 
with  those  matters  in  the  Arab 
world,"  Dr.  El-Ayouty  says. 

This  was  something  that  needed 
doing  and  we  at  Forbes  are  glad  to 
be  doing  it.  ■ 
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Avis  doesn't  think  your 
employees  should  be  doin; 
our  employees' work. 

Avis  doesn't  believe  your  company 
should  be  inundated  with  hundreds  of 
separate  car  rental  bills  every  month. 

Your  employees  have  to  take  time 
away  from  their  normal  jobs  to  do  this 
extra  bookkeeping. 

Clerical  costs  go  up.  Your  company 
winds  up  paying  the  bill  for  extra  bills. 

That's  why  Avis  has  Central  Billing. 
This  plan  consolidates  billing  on  a 
worldwide  basis.  It  identifies,  summa- 
rizes and  bills  all  individual  charges  on 
one  monthly  statement  direct  to  your 
b  company.  Attached  to  each  summary  statement  are  copies  of  all 
3  individual  rental  agreements  so  you  can  verify  each  transaction. 

Since  all  information  is  prepared  by  computer,  you  are 
assured  of  legibility  as  well  as  accuracy.  Result:  lowered  clerical 
costs  and  greater  control  over  travel  expenses. 

The  same  concern  for  efficiency  that  drove  us  to  develop  our 
Central  Billing  plan  pushed  us  ahead  in  other  areas,  too. 

Extra- fast  service  for  business  travelers  with  Avis  Wizard 
numbers,  customized  billing  and  computerized  travel  analysis 
or  high  volume  accounts  are  just  a  few  of  the  ways  in  which 
\vis  can  help  your  company  save  time  and  money 

For  more  details  call  our  Director  of  Commercial  Sales  at 
$00-645-6070  or  write  himat  Avis  Rent  A  Car  System, 
nc,  900  Old  Country  Road,  Garden  City,  N.Y.  11530. 

!  Avis  Rent  A  Car  System,  Inc.  .  .  j  5  -■ 

We  try  harder. 

n  New  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler. 


AVIS 


Trends 


Edited  by  JOHN  A.  CONWAY 


Here  Come  The  Cops 

Stanley  Sporkin,  boss  cop  of  the  Secu- 
rities &  Exchange  Commission,  is  gain- 
ing in  status  and  muscle.  To  achieve  the 
"more  equitable"  allotment  of  office 
space  promised  by  new  SEC  Chairman 
Harold  Williams,  the  agency's  Corporate 
Finance  Division  (which  handles  disclo- 
sure matters)  has  been  ordered  to  hand 
over  25  offices  to  Chief  of  Enforcement 
Sporkin.  "Those  ruffians  are  coming  up- 
stairs," moans  one  of  CorpFin's  dis- 
placed members,  who  are  doubling  up  in 
offices  and  fear  they  may  be  crowded  out 
of  the  building  entirely. 

High  Stakes,  High  Take 

The  fight  over  Babcock  &  Wilcox,  a 
major  manufacturer  of  energy-producing 
equipment,  has  made  some  professional 
Wall  Street  arbitrageurs  very  rich.  It  all 
began  last  March  when  United  Technol- 
ogies, a  top  aircraft-industry  supplier 
that  is  moving  into  the  energy  field, 
offered  $42  a  share  for  B&W,  then  sell- 
ing at  about  $34.  The  pros  bought  hun- 
dreds of  thousands  of  shares  at  $39  and 
up  from  thousands  of  small  investors 
weary  of  holding  the  slow-moving  stock. 
The  arbitrageurs  planned  to  pass  on  the 
stock  to  UT  and  pocket  a  fast  profit.  Then 
J.  Ray  McDermott,  a  big  New  Orleans 
offshore-drilling-rig  maker  which  has 
built  up  huge  cash  reserves,  began 
buying  more  than  1  million  shares  on  the 
open  market — much  of  it  from  the  same 
arbitrageurs,  who  picked  up  profits  of 
about  $5  million.  Millions  of  B&W 
shares,  however,  were  still  available, 
and  in  August  the  arbitrageurs  moved 
back  in,  buying  B&W  heavily  at  about 
$47.  They  were  betting  that  UT  would 
raise  its  bid  to  beat  out  McDermott.  UT 
did  but  only  to  $48.  Then  McDermott 
countered  with  $55.  "It  was  beautiful! 
said  one  arbitrageur,  who  made  an  $8-a- 
share  profit  in  a  week.  Beautiful  it  was. 
On  an  annualized  basis,  the  arbitrageurs 
could  earn  7,500%  on  the  money  (most 
of  it  borrowed).  And  the  game  isn't  over, 
unless  UT  throws  in  its  hand. 

First  In,  First  Out 

The  North  Sea  field  that  produced 
Britain's  first  oil  is  going  to  be  the  first  to 
peter  out.  The  Argyll  field,  200  miles 
east  of  Scotland,  pumped  its  first  barrel 
in  1975  and  now  accounts  for  30,000 
barrels  a  day.  Its  geological  structure, 
however,  is  breaking  up,  allowing  water 
into  the  wells.  By  the  end  of  the  year 
production  will  be  down  to  20,000  bar- 
rels a  day  and  will  likely  stop  by  the  end 
of  1979.  London  estimates  Argyll's  short- 
ened life  span  will  mean  a  loss  of  $240 


million,  but  notes  that  the  field  produces 
only  1%  of  Britain's  estimated  need — 90 
million  tons  a  year — and  that  by  the  end 
of  1979  the  North  Sea  will  be  pumping 
well  in  excess  of  that.  The  huge  Brent 
field,  for  instance,  will  hit  450,000  bar- 
rels a  day  in  1980,  and  another  field, 
Ninian,  will  go  on  stream  next  year  with 
150,000  barrels  daily. 

Charity  Begins  At  Home 

The  fine  print  in  the  new  law  giving 
automakers  two  extra  years  to  meet  fed- 
eral clean-air  standards  for  exhaust  emis- 
sions included  a  special  boon  for  hard- 
pressed  American  Motors.  Ford, 
Chrysler  and  General  Motors  now  have 
until  1981  to  clean  up  emissions.  AMC 
has  until  1983.  Senator  Gaylord  Nelson, 
a  small-business  champion  from  Wiscon- 
sin (where  AMC  is  a  major  employer), 
won  the  concession  by  citing  AMC's 
"special  problem."  Lacking  resources  to 
make  its  own  anti-pollution  devices,  it 
must  buy  them  from  the  Big  Three. 

The  Taming  Of  Chicago 

Chicago  can  brace  for  another  of  its 
newspaper  wars,  but  this  one  will  be  a 
far  cry  from  the  struggles  that  made  pub- 
lishing history  in  what  poet  Carl  Sand- 
burg called  "the  city  of  broad  shoulders" 
(see  p.  61).  Field  Enterprises  has  spent  $1 
million  to  revamp  its  afternoon  Daily 
Neivs  and  will  launch  an  all-out  campaign 
to  woo  readers  from  the  later  editions  of 
the  dawn-to-dusk  Chicago  Tribune.  James 
Hoge,  who  edits  both  the  Daily  News  and 
the  Field  morning  paper,  the  Sun-Times, 


explained  the  strategy.  Though  the  News 
outsells  the  Tribune  by  2-to-l  in  the  after- 
noon and  Field's  two-paper  circulation  of 
825,000  is  well  over  the  Tribune's 
757,000,  the  Tribune  still  commands  55% 
of  Chicago's  newspaper  ads.  The  plan  is 
to  drive  the  Tribune  out  of  the  afternoon 
market  as  the  first  step  in  an  assault  on 
the  rival  paper's  advertising  bulge.  The 
war  promises  to  be  rough,  but  it  will 
provide  only  a  faint  echo  of  the  circula- 
tion donnybrooks  waged  by  William 
Randolph  Hearst  and  Tribune  founder 
Colonel  Robert  McCormick.  In  one 
three-year  Hearst-McCormick  battle 
just  before  World  War  I,  gun-toting 
plug-uglies  hired  to  "promote"  street 
sales  murdered  27  newsdealers. 

The  Unhappy  Playgrounds 

After  booming  winter  and  spring  sea- 
sons, the  hot  summer  brought  only  chills 
to  two  of  America's  big  playgrounds,  Ha- 
waii and  Las  Vegas.  The  Nevada  gam- 
bling mecca  suffered  a  6.2%  drop  (to 
80.7%)  in  hotel  occupancy  in  June  from 
the  same  1976  month,  and  Hilton  re- 
ports the  same  laggard  business  at  its  two 
Vegas  hotels  for  July  and  early  August. 
Hawaii's  tourist  crowds  fell  off  6.5%  in 
May,  and  June  was  little  better.  On 
Oahu,  the  Hawaiian  hotel  center,  June 
occupancy  collapsed,  from  82.3%  a  year 
ago  to  70.2%.  Some  of  the  innkeepers 
blame  the  rough  winter,  saying  it 
prompted  many  Easterners  to  take  earli- 
er vacations  (thus  explaining  the  winter- 
spring  boom)  or,  alternately,  that  soaring 
fuel  bills  wiped  out  many  summer  travel 


Press  Warlords:  William  Randolph  Hearst,  Colonel  Robert  McCormick 
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The  $83  billion 
misunderstanding 


Your  highway  taxes  should  not  be  detoured  while 
roads  and  bridges  remain  inadequate  or  incomplete. 

In  1976,  the  Highway  Trust  Fund  had  a  balance  of  $8.9  billion,  all 
of  it  paid  by  the  people  who  use  the  nation's  roads.  $38  from  each  typical 
motorist  and  $1 ,335  from  each  large  truck  annually,  derived  from  taxes 
on  gas,  oil  and  tires  and  several  other  taxes  on  heavy  trucks  and  buses. 

The  $8.9  billion  is  supposed  to  pay  for  highway  construction  and 
rebuilding— nothing  else.  That's  why  Congress  created  the  Highway 
Trust  Fund.  Yet  today,  Congress  is  under  pressure  to  detour  part  of  the 
Fund  for  projects  not  related  to  highways. 
Herein  lies  the  big  misunderstanding. 

The  Highway  Trust  Fund  balance  is  needed  for  federal  highway  projects 
already  committed.  In  1976,  federal  highway  project  authorizations 
exceeded  $22  billion.  The  trucking  industry  strongly  opposes  funding 
non-highway  projects,  however  worthy,  with  highway  tax  dollars. 
Efficient  trucking  operations  depend  on  good  roads  for  trucks  to  deliver 
most  of  the  food  and  other  consumer  goods  on  which  we  all  depend. 
The  Highway  Trust  Fund  should  be  spent  only  on  highways  and  bridges 
because  many  of  them  are  in 
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desperate  need  of  rebuilding  or 
replacement.  If  you  drive,  we  think 
you'll  agree. 

This  message  is  brought  to  you  by 
Eaton  Corporation,  makers  of  truck 
components  for  the  American 
Trucking  Industry. 


Truck  Components 


Miasms  a- 


The  never-ending  search  for  jperf ection 
is  what  makes  our  grand  hotel  so  grand. 


i  ehind  all  the  red  carpet  and 
1  mellow  paneling  in  our 
lobby,  you'll  find  a  staff  of  pro- 
fessional perfectionists 
that  only  a  product 
manager  could  love. 

They're  charged 
with  keeping  Marriott's 
Essex  House  the  grand- 
est hotel  in  New  York. 
And  they  do  spend 
money!  Recently,  for 
example,  they  made  a 
major  capital  investment 
in  a  new  telephone  system 

We  maintain  a  self- 
critical  objectivity 
about  our  beautiful, 


Behind  all  the  red  carpet  and  ESSEX  world-famous  landmark  hotel  on 
mellow  naneline  in  our  Central  Park.  That's  why  the 

serenity  of  our  rooms,  the  tender- 
ness of  our  entrees  and  the  tem- 
perature of  our  coffee  are  all  in 
proportion  to  the  tariff  we  must 
charge  to  stay  on  top.  We  think 
it's  the  only  way  to  run  a 
hotel  in  this  town.  And 
our  guests  agree. 
We  haven't  forgotten  that  a 
good  value  can  only  be  prom- 
ised once.  If  it  isn't  delivered, 
there  is  no  second  chance. 
And  that,  in  a  nutshell, 

.Mil  1*1*1  fltt'<        *s  w^ w     never  aban- 

»        IVH  9'  don  our  search  for 

ESSEX  HOUSE 

New  York's  Grand  Hotel 

760  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


SHIELD-TITE®  is  a  tough,  elastic  coating 
that  does  more  than  just  waterproof  your 
roofs.  It  enters  the  old,  dry  felts  and  unites 
with  them  to  form  a  moisture  barrier  that 
remains  alive  and  flexible  for  years.  And  it  is 
easy  to  apply.  No  contractors.  Your  men 
spray  it  on  using  our  equipment  and  know- 
how  at  no  charge.  Your  inquiry  will  bring  an 
opportunity  to  view  our  new,  4  minute  color 
movie  and  a  free  copy  of  our  64  page  Roofing 
and  Maintenance  Catalog. 


Randustrial  , 
Cora  or  at  ion 

Sales  Offices  in  Principal  Cities 

13306  Union  Avenue 
Cleveland, Ohio  441 20/Phone:(21 6) 283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


budgets.  Another  theory,  especially  pop- 
ular in  Hawaii,  is  that  the  new  low-cost 
air  charters  lured  this  year's  crowds  to 
Europe.  There  are  facts  to  support  that 
view.  Passport  applications  for  the  year 
ended  July  31  were  up  28%  over  the 
same  stretch  a  year  ago,  and  TWA  says 
its  transatlantic  charter  volume  this  June 
jumped  79%  over  1976. 

Help  For  Homebuyers 

Homebuyers  and  mortgage  lenders 
will  be  counting  the  days  for  Congress  to 
return  from  recess  and  take  action  on  a 
bill  to  loosen  up  the  funds  federal  savings 
and  loan  associations  can  lend.  Under 
present  law,  a  federal  S&L  can  have  no 
more  than  20%  of  its  assets  in  mortgages 
for  homes  costing  more  than  $55,000. 
When  this  "20%  basket"  is  full,  no  loans 
for  high-priced  homes  can  be  made. 
New  homes  in  the  Los  Angeles  area  now 
average  more  than  $71,000,  and  the  S&L 
baskets  there  are  nearing  the  limit.  Nor 
is  California  unique.  The  new- home 
average  in  New  York  is  close  to  $68,000; 
in  Dallas-Fort  Worth,  $63,000;  in  Chica- 
go, almost  $65,000.  The  Senate  has  vot- 
ed to  increase  the  basket  ceiling  to 
$65,000.  The  House  made  $60,000  the 
limit  but  then,  surprising  even  S&L  lob- 
byists, voted  that  only  the  excess  over 
that  figure  would  be  counted  in  the  20% 
basket.  The  betting  now  is  that  this  more 
generous  House  bill  will  be  adopted. 

The  Value  Of  A  Dollar 

Those  recurring  headlines  bemoaning 
the  "fall"  of  the  dollar  leave  professional 
moneymen  unworried.  The  alarmists, 
these  experts  say,  are  looking  at  the 
wrong  numbers.  The  pros  watch  the 
trade-weighted  averages,  particularly 
those  comparing  the  dollar  with  the  cur- 
rencies of  countries  with  which  the  U.S. 
does  most  of  its  business.  Take  the  dol- 
lar's drop  this  summer  against  the  West 
German  deutsche  mark.  That  decline  of 
more  than  3%  (since  regained)  was  real 
enough.  At  the  same  time,  however,  the 
currency  of  Canada,  the  biggest  U.S. 
trading  partner,  was  falling  rapidly.  As  a 
result,  the  dollar's  trade-weighted  aver- 
age remained  steady.  Moreover,  the  de- 
crease against  the  deutsche  mark  result- 
ed from  deliberate  U.S.  actions  to  force 
up  the  mark  to  make  West  German  ex- 
ports more  expensive  and  thus  less  com- 
petitive, and  to  press  Bonn  to  cut  its 
huge  trade  surplus.  A  second  index  the 
professionals  prefer  is  the  International 
Monetary  Fund's  measure  of  the  dollar 
value  of  IMF  Special  Drawing  Rights 
(SDRs),  a  composite  of  16  currencies. 
During  1977,  the  dollar's  value  in  SDRs 
slipped  by  only  1.6%.  ■ 
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Johnson  Controls 
makes  buildings  earn  more- 
even  those  over  40. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
tesign,  installation,  service-with  our  own  people.  Results?  See  below. 


Art  Museum  computer 
saves  $60,750  in  city  building 
one  mile  away. 

The  JC/80  system  in  the  50-year-old 
Philadelphia  Museum  of  Art  was  tap- 
ped to  save  energy  in  Philadelphia's 
modern  Municipal  Services  Building 
as  well.  Results:  a  $60,750  yearly  sav- 
ngs  in  electricity  and  steam  costs. 
Send  tor  Job  Report  77-37. 


1 91 4  building  moves  up 
to  space-age  comfort. 

A  JC/80  system  in  the  63- 
year-old  Northwestern 
Mutual  Life  Building  in  Mil- 
waukee improved  oper- 
ational efficiency  sum- 
mer and  winter,  saved 
10.8%  in  energy 
costs,  too.  Send  for 
Report  77-34. 


U.S.  Naval  Academy 
cuts  energy  costs  27%. 

By  expanding  their  Johnson  Controls  JC/80 
building  automation  system  to  four  additional 
buildings  ranging  in  age  from  one  year  to  70 
years  old,  the  Naval  Academy  expects  to  save 
$142,000  yearly,  paying  for  the  expansion  in 
less  than  2Vz  years.  Send  for  Job  Report  77-32 


torn  basic  temperature  controls,  to  life 
afety  systems,  to  the  computerized  JC/80, 
iday  more  than  one-third  of  all  large  com- 
nercial,  institutional  and  government 
uildings  in  the  U.S.  employ  some  form  of 
ohnson  controls,  and  our  engineers,  in 
15  offices  across  the  U.S.  and  Canada, 
:and  ready  to  put  their  expertise  to  work 
>r  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

ull  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 
reports  on  similar  buildings  as  well  as 

JQHNSON 


reports  on  the  buildings  shown  above. 
We'll  also  send  you  "Energy  Manage- 
ment and  Systems  Control  for  Existing 
Buildings:  an  idea  book 
to  help  your  building 
earn  more  and  be  more 
efficient."  Write  to  Fred 
L.  Brengel,  President, 
Johnson  Controls,  inc., 
Reference  R-2,  Box  423, 
Milwaukee,  Wis.  53201 


CONTROLS  We  make  buildings  earn  more. 


The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 


Readers  Say 


Air  Bag  Controversy 

SiR:  The  manner  in  which  you  have 
stated  the  problem  of  air  bags  (Fact  and 
Comment,  Aug.  1)  is  one  of  the  best  I 
have  ever  se'en. 

—Brock  Adams 
Secretary  of  Transportation 
Washington,  D.C. 

SiR:  Why  should  I  have  to  pay  a 
1,000%  increase  for  a  safety  device  that 
has  been  proven  less  efficient?  At  pres- 
ent we  are  paying  around  $20  per  set  for 
safety  belts,  and  I  for  one  use  them. 
Safety  belts,  if  properly  used,  are  better 
protection  than  air  bags.  Let  the  80% 
that  do  not  use  safety  belts  be  judged  in 
court  as,  "Contributing  to  their  own  in- 
jury, through  negligence."  Let  the  other 
20%  enjoy  our  superior  protection. 

- — Raymond  L.  Gray 
Jackson,  Miss. 

SiR:  Three  boos  to  you  for  the  three 
cheers  you  gave  to  Secretary  Adams  for 
his  Big  Brother  air  bag  edict.  Let  gov- 
ernment tell  me  that  smoking  is  hazard- 
ous to  my  health,  that  seat  belts  or  an  air 
bag  in  my  car  may  one  day  save  my  life, 
that  it  is  hazardous  to  travel  in  a  balloon, 
but  let  me  have  the  freedom  of  choice  to 
choose  to  do  or  not  do  that  which  affects 
my  personal  health  and  safety. 

— Raymond  C .  Tanner 
Philadelphia,  Pa. 

SiR:  Perhaps  you  enjoy  the  govern- 
ment holding  your  hand.  I  don't. 

— H.C.  Rogers 
Houston,  Tex. 

SiR:  Let's  hope  that  those  same  bu- 
reaucrats don't  attempt  to  pass  legisla- 
tion that  would  decide  which  magazines 
would  be  "safe"  for  us  to  buy. 

— William  J .  Lynott 
Abington,  Pa. 

SiR:  People  will  quickly  regurgitate 
any  windbag  forced  down  their  throats 
just  as  we  did  the  seat  belts  and 
Prohibition. 

—Wendell  K.  Webber 
Lakewood,  N.J. 

Poor  Investment 

SiR:  Your  Side  Lines  (Aug.  1)  sets  out 
to  show  that  money  managers  don't  do  a 
very  good  job  of  it,  and  succeeds.  But 
you  succeed  much  better  in  showing 
what  a  dreadfully  poor  investment  the 
entire  stock  market  itself  is.  Your  fund  of 
$28,000  appreciates  $14,000  over  ten 
years.  That's  an  annual  compound  rate  of 
just  about  4%.  Banks  haven't  paid  that 


little  in  a  long  time.  If  we  include  divi- 
dends, you  still  don't  do  as  well  as  a  nice, 
safe  bank  deposit. 

— Peter  J .  Brennan 
New  York,  N.Y. 

Administering  The  Laws 

Sir:  According  to  Forres  (Aug.  1) 
oilmen  publicly  are  blaming  the  Interi- 
or Department  for  a  "squeeze  on  ex- 
pansion of  U.S.  petroleum  resources," 
especially  on  the  Outer  Continental 
Shelf  (OCS).  I  am  simply  administering 
the  laws. 

You  state  that  offshore  exploration 
drilling  is  limited  to  1.5%  of  the  OCS, 
indicating  that  the  Interior  Department 
has  been  holding  back  promising  acreage 
from  the  oil  companies.  This  is  not  true. 
Although  the  available  acreage  may  be 
large,  much  of  it  is  in  deep  water  where 
the  companies  have  no  interest,  and  a 
high  percentage  of  the  remainder  is  not 
promising  for  having  oil  or  gas.  As  for 
whether  we  develop  the  OCS  off  Alaska, 
California  or  the  Northeast,  we  should 
concentrate  on  where  the  demand  is  the 
greatest,  rather  than  to  produce  in  areas 
furthest  from  the  need. 

— Cecil  D.  Andrus 
Secretary  of  the  Interior 
Washington,  D.C. 

Influential  Diplomat 

SiR:  Re  "Having  the  Ear  Is  What 
Counts"  (Fact  and  Comment,  Aug.  1). 
Many  thanks  for  the  comment,  for  which 
I  am  indeed  grateful. 

— Peter  Jay 
British  Ambassador  to  the  U.S. 

Washington,  D.C. 

Land  Isn't  Cash 

SiR:  "The  Great  Treasury  Raid  Of 
1977"  (Aug.  15)  states,  "farmers  have 
always  taken  a  large  share  of  their  return 
in  land  appreciation."  We  do  not  sell  our 
land  so  we  cannot  spend  something  we 
do  not  have.  Have  you  tried  spending 
the  appreciation  of  Forbes  Inc.  lately? 
Appreciation  raises  your  costs,  taxes,  in- 
surance, maintenance,  etc.  but  does 
nothing  toward  income. 

—W.K.  Addleman 
Monmouth,  III. 


AMA  No  OPEC? 

SiR:  In  "The  Real  Monopoly  Villains," 
(Other  Comments,  Aug.  1)  you  say, 
"OPEC  could  learn  much  from  the  way 
the  American  Medical  Association  has 
regulated  the  supply  of  doctors  to  make 
sure  that  MDs  earned  a  good  living."  If 
the  AMA  has  tried  to  limit  the  number  of 
physicians  (which  it  has  not),  the  effort 
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HOW  TO  GET 
MORE  THAN  YOU 
PAY  FOR. 


The  knack  of  buying  insurance  is  to 
get  the  right  insurance  for  the  right  busi- 
ness. And,  the  best  coverage  for  the  money. 
Dollar  for  dollar. 

Frankly,  SAFECO's 
not  right  for  everyone. 

We  have  the  ca- 
pacity to  write  big 
businesses  and  the 
interest  in  writing 
small  risks.  But  our 
commercial  policies 
are  aimed  at  mid-size 
companies  with  less 
than  100  employees. 

And  when  it  comes 
to  value,  no  one  has 
he  edge  on  us.  It's 
he  little  things  you 
don't  pay  for  that 
make  it  such  a  value. 
Like  the  five  exclu- 
ive  policy  features 

e've  shown  under  the  "no  charge"  stamp 
in  the  photograph  in  this  advertisement. 

Your  whole  account  can  be  handled 
in  one  competitively  priced 
ackage.  With  all  property 
overed  on  a  replacement 
cost  basis;  building  values 


automatically  updated  quarterly;  and  pay- 
ments for  lost  earnings  and  rental  income 
made  for  up  to  1 2  months  in  case  of  loss. 

Policies  are  is- 
sued fast.  We're  fast 
on  claim  service,  too 
— usually  within  eight 
hours.  And  we  take 
care  of  your  billing 
direct. 

So  see  an  inde- 
pendent SAFECO 
agent  listed  in  the 
Yellow  Pages. 

Chances  are  a 
SAFECO  agent  not 
only  represents  us, 
but  other  good  com- 
panies. And  it's  the 
agent's  business  to 
know  your  business 
and  to  tell  you  which 
company  is  best  for 
you.  Nobody  could  give  a  better  deal. 

If  the  agent  tells  you  your  business 
and  SAFECO  are  a  good  fit,  you  could 
end  up  with  better  coverage 
for  less  money.  And  that's 
SAFECO      the  real  value  of  doing  busi- 
ness with  SAFECO. 


SAFECO  Insurance  Company  of  America 
Home  Office— Seattle,  Washington 


The  first  business  jet 
in  history  to  take  off 
before  getting  off 

the  ground. 


Even  though  it  hasn't  flown  yet, 
Canadair  Challenger  business  jet  is  off 
to  a  flying  start. 

At  this  juncture,  over  100  have  been 
sold.  Firmly  sold  to  savvy,  insightful 
corporations  who  posted  a  5%  non- 
refundable deposit  and  signed  a 
non- cancellable  contract. 

Over  a  half  billion  dollars  in  sales 
and  over  30  million  dollars  in  deposits 
have  been  invested  in  the  Challenger's 
guaranteed  performance  and  delivery 
date.  All  this  confidence,  before  our 
first  flight  next  spring. 

This  unprecedented  acceptance, 
this  remarkable  success  can  be 
attributed  to  one  undeniable  aircraft: 
the  remarkable  Canadair  Challenger. 

We  challenge  any  business  jet 
to  fly  as  fast. 

Imagine  New  York  to  L.  A.  in  five 
hours  and  eleven  minutes.  Faster  than 
a  scheduled  747! 

This  is  thanks  to  our  precisely 
designed  wing.  An  advanced  configu- 
ration that  will  delay  the  formation  of 
shock  waves  and  reduce  drag. 

We  challenge  any  business  jet 
to  offer  as  much  range. 

Our  wing,  when  combined  with  our 
energy-efficient  engines,  will  give  us  a 
range  of  4,600  statute  miles  with 


NBAA  reserves. 

We  challenge  any  business  jet 
to  fly  as  efficiently. 

All  this  new-fashioned  technology 
of  engine  and  wing  will  mean  old- 
fasliioned  economy. 

The  Challenger's  engine,  for 
instance,  will  be  the  AVCO  Lycoming 
ALF-502  turbofan  with  a  five  to  one 
bypass  ratio.  On  a  1,000  mile  trip,  it 
will  burn  36%  less  fuel  than  a  JetStar 
II,  15%  less  than  a  Falcon  50. 

The  engine  will  also  give  us  the 
best  thrust-to- weight  relationship 
commercially  available  for  outstanding 
performance  out  of  short  runways. 
What  it  won't  give  us  is  devastating 
noise  and  high  fuel  consumption. 
Because  the  high  bypass  fans  shuttle 
the  airflow  around  the  engine. 


We  challenge  any  business  jet 
to  match  our  wide-bodied 
comfort. 

Stretch  your  legs  and  stoop  no  more 
—  the  Challenger  will  be  the  first  wide 
body  business  jet.  Almost  a  full  foot 
wider  than  any  other,  and  two  spacious 
feet  wider  than  most.  You'll  get  over 
six  feet  of  headroom  and  a  flat  floor. 

The  company  that's  behind  all  this 
up-front  technology  is  Canadair, 
makers  of  over  3,800  aircraft,  580  of 
them  supersonic. 

For  your  information  on  the 
Challenger,  write  to  Jim  Taylor, 
President,  Canadair,  Inc. ,  Dept.  FB4, 
274  Riverside  Avenue,  Westport,  Conn. 
06880.  Or  call  him  at  203-226-1581. 

If  your  company  hasn't  committed 
to  buying  a  Challenger,  we  respect- 
fully suggest  you  investigate  the 
possibility. 

After  all,  are  the  corporations  that 
have  already  done  so  any  smarter 
than  you  are? 


We  challenge  any  business  jet 
to  match  it- 
Ail  performance  figures  in  this  advertisement  for 
Challenger  are  based  upon  wind  tunnel  tests  and 
computer-based  engineering  statistical  analysis  with 
flight  testing  to  begin  in  early  1978.     ©Canadair  1977 


Readers  Say 


J  will  have  to  enter  the  record  books  as 
lone  of  the  least  successful  of  all  time. 
fflThe  U.S.,  for  example,  now  has  more 
•[physicians  per  capita  than  Canada,  En- 
ilgland,  Japan,  Sweden  or  the  Nether- 
Bllands.  It  is  Milton  Friedman  econom- 
Lics — and  the  current  position  of  the 

■  FTC — that:  more  doctors  =  more  price 
|| competition  =  lower  costs.  What  has 
1  happened  in  practice  is  this:  more  doc- 
Itors  =  more  medical  care  =  higher  total 
j|  expenditures. 

HEW  thinks  the  problem  of  medical 

■  care  costs  can  be  solved  by  limiting  the 
loutput  of  our  medical  schools;  the  FTC 

■  thinks  the  problem  can  be  solved  by 

■  increasing  the  output.  Such  is  the  consis- 
Btency  of  Washington  thought. 

— -James  H.  Summons,  MD 
Executive  Vice  President, 
American  Medical  Association 
Chicago,  III. 

JiAnother  Boondoggle? 

K  Sir:  Re  "There's  No  Such  Thing  As 
III  An  Unreasonable  Price'  for  .  .  .  solar 
llenergy  (Fact  and  Comment,  July  15). 
•■Suggesting  another  "at  any  cost  pro- 
Hgram":  like  Medicare,  Medicaid,  NASA, 
■EPA,  etc.? 

— Ralph  Schwein 
San  Diego,  Calif. 

il Charge  'em  More 

SiR:  Can  business  learn  from  govern- 
llment?  The  Post  Office  has  an  interesting 
pricing  philosophy:  Charge  your  biggest 
customers  more.  Business  will  be  ex- 
pected to  pay  160  for  first  class  mail, 
compared  to  130  for  private  citizens.  In 
Detroit,  the  automotive  companies 
should  consider  charging  their  largest 
customer,  the  federal  government,  20% 
more  for  cars  and  trucks.  Would  this 
stand  up  under  cost  considerations?  Cer- 
tainly. A  sizable  cost  of  a  new  vehicle  is 
(taxes.  Let's  have  everyone  doing  busi- 
|  ness  with  all  governments  charge  them 
1 20%  more  for  everything.  Maybe  then 
I  the  bureaucrats  would  wake  up. 

—J.  Wesley  Silk 
Garden  City,  N.Y. 

Seductive  Business 

SiR:  At  the  closing  of  the  article  about 
IGeorge  Mitchell  (July  1)  you  ask  the 
question,  "What  is  there  about  real  es- 
tate that  makes  it  so  seductive  to  people 
in  other  businesses?  Smart  people  like 
George  Mitchell?"  I  guess  the  answer 
lies  in  the  minds  of  those  people  in  the 
j  publishing  business  who  advertise 
Forbes  Park  in  the  same  issue  of  your 
magazine. 

—Richard  W.  Colhurn 
Los  Angeles,  Calif. 


Reduced  expenses  for 
figure  conscious  tax-free*investors. 


sales 


Fidelity  Municipal  Bond  Fund  has  no 
charge  or  redemption  fee. 

Compare. 

Our  management  fee  is  a  trim 
4/10  of  1%  of  The  Fund's  net 
assets.  This  compares  most 
favorably  with  competition. 

Our  size. 

Compare  our  portfolio  with 
others  and  note  it's  the  larg- 
est of  its  kind  for  broader 
diversification.  Learn 
more  today. 


If  your  joint 

taxable 
income*  is: 

Your  income 
tax  bracket 

is: 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of: 

$24-28,000 

36% 

7.81%  9.38% 

$36-40,000 

45% 

9.09%  10.91% 

$64-76,000 

55% 

11.11%  13.33% 

$100-120,000 

62% 

13.16%  15.79% 

•There  can.  of  course,  be  no  guarantee  that  Fidelity  Municipal 
Bond  Fund  will  achieve  any  particular  tax-exempt  yield.  While 
a  substantial  portion  of  the  income  will  be  exempt  from 
Federal  income  taxes,  portions  of  such  distributions  may  be 
subject  to  some  state  or  local  taxes. 

CallW800)225-6190 

In  Mass.  Call  Collect  (617)726-0650 


Box  832,  Dept.  FF70901 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information,  including 
management  fees,  other  charges  and  ex- 
penses, please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send 
money. 

NAME 
ADDRESS 


CITY 


ZIP 


STATE 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  84-85 
of  this  issue  for 

CLASSIFIED 


DJIS< 


F0917 
Or  write  to: 
Porter  Brown.  Director 
P.O.  Box  6(047 


Oklahoma  City,  Oklahoma  7.1106 
Name  


Address. 
Citv  


.  State^ 


.  Zip_ 


California  residents:  415-421-5807.  Robert 
McArdle.  Director.  405  Montgomery  Street. 
San  Francisco.  California  44106 

An  operating  unit  of  C1T  Financial  Corporation 
One  of  the  nations  largest  muitiline  financial 

ser\  ices  organizations,  w  ith  as*  fits 
Jf  175  billion. 


CjT 


FINANCIAL 
SERVICES 


EXECUTIVE  FINANCIAL  SERVICE 
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w\kntage  is  solving 
a  lot  of  my  problems 


about  smoking." 


977-B  J  BE<NOlDS  I08»CC0  CO 


f  You  see,  I  really 
enjoy  smoking.  To 
me,  its  a  pleasure. 
But  it  was  no  plea- 
sure hearing  all  the 
things  being  said 
against  high-tar 
cigarettes. 

"Of  course,  I  used 
to  kid  myself  a  lot  about 
giving  up  the  taste  of 
my  old  high-tar 
cigarette  for  one  of 
those  new  low -tar 
brands.  But  every  one 
I  tried  left  my  taste 
unsatisfied. 

"Then  someone  of- 
fered me  a  Vantage.  Sure 
Id  read  about  them.  But  I 
thought  they  were  like  all 
the  others.  I  was  wrong. 

"  Vantage  was  right. 


rIt  satisfied  like  myj 
old  brand.  Yet 
it  had  nearly 
half  the  tar. 
"  Its  been 
about  a  year 
since  I  started 
smoking  Vantage.  lf 
And  it  looks  like  Imlr 
going  to  be  smoking 
them  for  a  long  time 
to  come." 


Bernard  Schoenfeld 
Westchester,  New  York 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


■not  kr 


psl  £ 

br-yoi 

Elm 


egular,  Menthol,  "X^ 
and  Vantage  100  s.  '  "  v, 


Nob 
They 


FILTER:  10  mg.  "tar",  0.7  mg.  nicotine,  MENTHOL  11  mg."tar",  0.7  mg.  nicotine,  av.  per  cigareil 
FTC  Report  DEC. '76;  FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  me|  ' 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHY  THE  RUSH  TOWARD  CUBAN  RECOGNITION? 


By  now  we  ought  to  know  that  governments  we  don't  like 
won't  go  away  if  we  refuse  to  recognize  them.  To  wit,  China, 
he  U.S.S.R.,  Albania,  Angola,  Cambodia,  Equatorial  Guinea, 
raq,  North  Korea,  Vietnam,  South  Yemen  and  Rhodesia.  So, 
}f  course,  sooner  or  later  we  should  stop  pretending  we  can 
astrate  Castro  by  pretending  he's  not  there. 
But  since  we  have  pursued  this  policy  so  long,  I  don't  quite 


inderstand  current  Administration  eagerness  to  resume  "nor- 
nal  ties"  at  a  time  when  Cuba's  troops  are  Russia's  hireling 

STOCK  PRICES 

o  reflect  the  very  high  and  largely  unforeseen  second-quarter 
ind  first-half  record  corporate  earnings.   Instead,  they've 
Dounded  down  because  many  predict  second-half  earnings  will 
lot  keep  up  with  the  mostly  happy  first  half. 
While  most  of  these  stock  drops  make  less  than  no  sense, 


Hessians  and  constitute  a  very  present  danger  to  a  lot  of  black 
African  governments. 

Castro  keeps  repeating  that  there's  No  Way  he's  going  to 
bring  them  home,  even  if  we're  officially  friends  again.  The 
Russians  wouldn't  let  him  even  if  he  wanted  to.  It's  about  the 
only  way  he  can  begin  to  repay  the  billions  they've  spent 
keeping  Castro  Cuba  afloat. 

Recognition  will  eventually  happen,  but  there's  less  than  a 
compelling  reason  for  it  right  now. 

DID  NOT  RISE 

that  doesn't  change  the  fact.  So  often  what  shouldn't  be,  is. 

It'll  change,  though.  And  for  the  better. 

Though  not  enough  people  seem  willing  to  buy  at  the 
present  bargain  price  of  many  good,  absurdly  low  P/E  stocks, 
they  will,  they  will. 


COMMON  STOCKS  HAVE  TO  BE  SOLD 

ust  as  insurance  policies,  savings  accounts  or  any  other  good-  has  done — means  fewer  sales,  less  selling,  inevitably  few- 

br-you  things.             •  er  buyers. 

Eliminating  appreciable  commissions   for  sales  to  indi-  When  there  are  fewer  bucks  in  it  for  a  salesman,  he  doesn't 

i/iduals  or  institutional   investors — as   competitive   bidding  buck  as  hard  for  sales. 

CAPITOL  NOTE 

In  Washington,  D.C.  these  Carter  days,  being  In  is  Out. 

WHAT'S  SO  BAD  ABOUT  POLLUTION-CONTROL  SPENDING? 


Companies  forced  to  spend  sizable  sums  for  pollution  reduc- 
ion  describe  such  heavy  capital  outlays  as  "unproductive." 
Not  really. 

They  may  not  add  more — indeed  might  sometimes  result  in 
ess — output  for  the  polluting  culprit;  but  producing  the  depol- 
luting  gear  required,  installing  and  maintaining  it  are  indeed 
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job-producing    for    the    supplier    if   not    his  customers 
And  if  as  a  result  of  a  cleaner  environment  more  of  us  sicken 
less  and  are  able  to  live  a  bit  longer,  presumabK 
should  mean  we're  in  the  market  longer  for  what  t!> 
Makers  are  making — with  the  exception  of  h 
casket  makers. 
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WHAT  THE  U.S.S.R.  BIGWIG  SAID  TO  THE  U.S.  CEO 

"It's  insane  for  your  country  to  be  supporting  both  Israel  processes  and  was  asked  how  they  compared  with  American 

and  Egypt.  We  Soviets  haven't  been  able  to  figure  out  how  to  techniques.  Replied  Our  Man,  "In  one  aspect  Russia's  way 

do  that."  ahead  of  us.  Our  unions  won't  permit  us  to  automate  that 

The  same  U.S.  corporate  chief  who  had  that  jealous  lament  particular  Operation." 

directed  to  him  was  also  shown  some  updated  automated  Chuckled  the  Red  host,  "Here  we  don't  have  that  problem." 

PAN  AM'S  AIRBORNE  AGAIN 

Isn't  it  great  to  see  our  once  one-and-only  premier  interna-     routes  to  spurring  the  development  of  planes  to  fly  them, 
tional  airline  flying  high,  wide  and  proud  once  more?  Almost        I  hope  Pan  Am  will  eventually  return  to  its  old  glory,  which 
alone,  Pan  Am  pioneered  the  whole  thing,  from  the  opening  of    added  so  much  to  Old  Glory. 

ROLLING  STONE  BUFFS  THE  BIG  APPLE 


San  Francisco  was  sore  and  New  York's  spirits 
soared  a  bit  when  Jan  Wenner,  31-year-old  Rolling 
Stone  creator  and  genius,  recently  Came  East  re- 
versing the  usual  trend  of  the  Trendies.  He  was  a 
luncheon  guest  of  Forbes'  editors  recently  and,  by 
the  time  coffee  was  over  and  his  long  gray  limo 
delivered  him  back  to  his  spanking  new  New  York 
headquarters,  we  could  understand  better  why  this 
dynamo  has  Made  It  Big  in  publishing. 

F'rinstance,  he  explained  his  thinking  behind 


their  just-launched  Outside.  The  old  outdoor  maga 
zines  are  still  on  hunting  and  guns  and  big  fishing 
To  the  new  generation,  outdoors  is  open  sky,  "dig 
ging  rain  and  trees  and  wind;  backpacking,  soar 
ing,  sailing  and  van-touring. 

And  when  such  a  right,  bright  young  guy  says, 
"The  Big  Apple's  where  it's  at  for  the  solvent  Intel!! 
gent,"  it  helps  more  than  Con  Ed  to  relight  a  city 
too  often  blackened  by  those  occupying  the  spaces 
between  New  York  and  the  Pacific. 


"EASY  ACE"  STILL  DEALING  ACES 


Those  of  us  weaned  on  radio  are  unlikely 
ever  to  forget  one  great  comedy  series,  Easy 
Aces,  created  and  enacted  by  Goodman  Ace, 

"One  time,  when  she  [Ace's  mother]  came  to  visit  us  in  New 
York,  she  had  been  suffering  some  bad  headaches.  I  took  her 
over  to  my  eye-ear-nose  man,  Dr.  Milton  Reder.  Afterward,  as 
we  walked  home,  I  asked  her  what  the  doctor  had  told  her. 
Very  quietly,  she  said,  He  says  all  my  teeth  have  to  come  out.' 
I  asked,  'What  did  you  say  to  that?'  And  she  said,  T  took  out 
both  plates  and  handed  them  to  him.' 

"Radio  demanded  a  lot  more  imagination,  and  it  was  cheaper 
[says  Ace].  You  could  have  a  fellow  in  jeans  and  a  dirty 
sweatshirt  say  to  a  girl  in  jeans  and  a  sweatshirt — with  a  proper 
cue  for  music  to  the  sound  man — 'You're  the  prettiest  girl  at 
the  dance,'  and  the  music  played.  Now,  on  television  that 
scene  would  cost  thousands  of  dollars.  The  Japanese  lanterns 
alone  would  run  into  big  money." 


a  man  of  nonpareil  wit.  To  wit,  these  samples 
from  Mark  Singers  "Profile"  in  America's 
most  literate  magazine,  The  New  Yorker. 

At  a  certain  moment  in  a  French  restaurant,  Ace  motions  to 
a  waiter  and  calls,  "Uh,  gendarme,  gendarme!"  In  an  ideal 
world,  the  waiter  will  come  to  the  table  and  politely  explain, 
"Excuse  me,  monsieur,  but  I  believe  you  mean  to  say  garcon 
Gendarme'  is  the  French  word  for  policeman."  Ace,  who  lives 
in  this  ideal  world,  will  then  stare  absently  at  the  waiter  for  a 
moment  and  say,  "Just  the  man  I  want.  There  seems  to  be 
some  holdup  in  the  kitchen." 

"I  had  no  reason  to  think  they  were  going  to  hire  me,  but  my 
cousin  Hy  White  told  me  to  go  over  there  to  talk  to  Dick 
Smith,  so  I  did,"  Ace  says.  "He  took  one  look  at  me  and  said, 
You're  kind  of  young  to  be  a  drama  critic,  aren't  you?'  And  I 
said.  You're  kind  of  young  to  be  a  managing  editor,  aren't 
you?'  And  then  we  both  laughed — except  him." 


STAR  WARS  IS  EVEN  MORE  FUN 

than  everybody  says.  The  audience  applauds  the  heroes,  hisses  phrase,  Don't  Miss  It!  .  .  .  On  the  other  hand,  A  Bridge  Tool 
the  villains  and  is  at  the  edge  of  its  seat,  streaking  with  the  Far  is  far  too  long.  But  the  battle  scenes  are  unmatched — 
good-guy  pilots  right  to  the  Core  that's  the  climax.  To  coin  a     and  they  probably  were  unequaled  at  the  original  scene 

U.S.'  UNICEF  IS  A  TRICK,  NOT  A  TREAT 


When  a  Forbes  reader  recently  received  his  regularly 
scheduled  appeal  for  funds  from  the  United  States  Committee 
for  UNICEF,  he  decided  to  check  with  the  National  Informa- 
tion Bureau  (Forbes,  Mar.  1,  p.  16)  and  learned  the 
following: 

"An  inserted  correction  to  the  U.S.  Committee's  1975  annu- 
al report  indicates  that  the  $8,314,287  'allocated  to  UNICEF' 
by  the  Committee  'includes  payment  of  the  direct  production 

16 


costs  of  greeting  cards  and  calendars  incurred  by  UNICEF 
itself,  estimated  to  be  $1,521,000.'  In  a  footnote  to  the  annual 
report,  the  Committee  states  that  reported  expenses  of  its  own 
activities,  totaling  $4,014,960,  do  not  include  these  direct 
production  costs." 

"By  the  NIB's  estimate,  using  the  U.S.  Committee's  formu- 
las, about  26  cents  out  of  every  dollar  raised  by  card  sales  wasi 
available  to  UNICEF  for  its  program  activities." 

FORBES,  SEPTEMBER  1,  1977 


In  other  words,  relatively  few  of  the  pennies  collected  by  by  Christmas  card  sales  get  to  UNICEF  for  its  purposes. 
Halloween  Trick  or  Treaters  and  only  26%  of  the  funds  raised        Trick  or  treat? 


UNLESS  ONE'S  RELIGION  FORBIDS  IT 

don't  you  think  it's  selfish  to  die  without  leaving  your  body's  flames  are  short  of  material.  Anyway,  "viewing"'  the  Departed 
useful  parts  to  the  living?  After  all,  neither  the  worms  nor  the     is  cruel  to  the  living  and  immaterial  to  the  dead. 

"SPARE  THE  ROD,  SPOIL  THE  CHILD"— IT'S  BALONEY 


In  The  Rockefellers,  there's  an  anecdote  about  the  fortune- 
founding  John  D.'s  mother: 

"Long  after  her  death,  he  recalled  an  instance  in 
which  his  mother  switched  him  for  an  offense  he  had 
not  committed.  In  the  middle  of  the  punishment, 
after  he  had  finally  convinced  her  of  his  innocence, 
she  said,  'Never  mind,  we  have  started  in  on  this 
whipping,  and  it  will  do  for  the  next  time.'  ' 
It  reminded  me  how  thoroughly  my  wife  and  I,  from  the 
very  beginnings  of  our  five  kids,  disagreed  with  that  old  "spare 
the  rod"  saw.  It  was  a  rare  occasion  when  a  whack  seemed 
more  appropriate  or  more  effective  than  a  tongue-lashing. 
Neither  of  us,  nor  the  kids,  has  ever  forgotten  one  exception: 

ONLY  THE  YOUNG 

call  attention  to  the  fact  that  they're  older  than  they  were. 


In  a  wastepaper  basket  we  found  the  charred  remains  of  a 
paper  fire.  Each  of  the  five  stoutly  denied  guilt.  Because  of  the 
grim  dangers  of  the  deed,  I  said  I'd  have  to  spank  each  unless 
the  guilty  one  confessed. 

None  did  and  I  did.  And  it  caused  my  wife  and  me  no  end  of 
anguish  and  doubts.  It  wasn't  until  years  later  that  we  learned 
the  best  friend  of  one  son  had  done  it.  So,  between  the  truth  of 
the  denial  and  laudable  loyalty  to  a  friend,  who  was  fair,  what 
was  fair? 

Using  the  rod  is  far  more  often  than  not  a  lazy,  quick  outlet 
for  parental  ire  and  anger. 

Using  the  rod  can  spoil  children. 

Use  your  head  instead  of  your  hand  to  reach  and  teach  kids. 

AGE  ISN'T  IMPORTANT 

until  you  run  out  of  it. 


A  WORTHWHILE  REFORM 

By  M.S.  FORBES  Jr. 


would  be  for  politicians  and  bureau- 
crats to  desist  from  using  that  word  to 
describe  every  change  they  make. 
Once  upon  a  time  reform  meant 
changing  things  for  the  better.  If  the 
word  continues  to  be  used  the  way  it 
currently  is,  however,  it  will  soon 
take  on  the  meaning  of  changing 
things  for  the  worse.  Just  peruse  a 
few  areas  where  "reform  is  in  the  air," 
and  ask  yourself  whether  we  would 
be  better  off  without  it. 

Cluttering  The  Tax  Code 

Taxes:  We  have  had  several  tax 
reform  measures  in  the  last  eight 
years,  and  the  result  has  been  to 
make  the  tax  code  even  more  numb- 
ingly  complex  while  getting  little 
more  revenue  than  if  the  code  had 
been  left  alone  in  the  first  place.  We 
are  about  to  get  another  program  that 
promises  to  close  loopholes,  simplify 
the  tax  laws  and  make  taxing  more 
equitable.  If  the  past  is  any  guide,  the 
measure  will  probably  do  more  dam- 
age than  good.  As  a  matter  of  fact,  the 
top  13%  of  individual  taxpayers  pay 
48%  of  the  individual  federal  income 
tax  revenues.  The  next  44%  pay  41% 
of  the  revenues,  and  the  bottom  43% 


pay  only  11%.  That  is  a  pretty  pro- 
gressive tax  system,  but  you  would 
never  know  it  from  hearing  the 
reformers. 

Energy:  With  the  proposed  gaso- 
line tax  hike  unfortunately  dead,  the 
very  complicated  Carter  energy  bill  is 
now  more  of  a  tax  raiser  than  an  ener- 
gy conserver.  This  will  have  a  de- 
pressing impact  on  the  economy. 

Welfare:  The  goals  of  Carter's 
proposals  are  laudatory — to  simplify  a 
horrendous  hodgepodge  that  often 
works  at  cross-purposes.  But  be  care- 
fid.  For  instance,  the  Administration 
wants  to  create  up  to  1.4  million 
"public  service"  jobs  for  those  receiv- 
ing welfare  payments.  The  way  the 
plan  currently  stands,  though,  the 
government  could  end  up  luring 
working  people  away  from  low-end 
jobs  in  the  private  sector — where  at 
least  their  labor  is  productive — to 
what  in  all  probability  will  be  largely 
useless  work  in  the  public  sector. 
This  will  increase  the  nation's  welfare 
budget  significantly  more  than  the 
$6-billion  figure  used  by  the  Carter 
Administration.  There  are  some  esti- 
mates that  the  net  increase  could 
come  to  more  than  $25  billion. 


Social  Security:  Instead  of  deal- 
ing forthrightly  with  the  problem  of 
unaffordable  future  benefits,  the  Ad- 
ministration has  opted  for  politically 
expedient  stopgaps  trussed  up  as 
"major  reforms."  Among  them:  a 
huge  tax  increase  that  will  fall  mainly 
on  business.  By  enlarging  employers' 
payroll  taxes,  this  reform  will  ad- 
versely affect  job  creation. 

Damaging  The  Stock  Market 

Stocks:  For  several  years  Con- 
gress and  the  SEC  have  been  reform- 
ing the  securities  industry  in  order  to 
make  it  more  "efficient."  This  effi- 
ciency is  supposed  to  benefit  inves- 
tors. Instead,  reforms  have  led  to  the 
disappearance  of  hundreds  of  broker- 
age houses  and  less  service  and  still- 
high  commissions  for  the  average  in- 
dividual investor.  The  extraordinary' 
depth,  breadth  and  efficiency  of 
America's  capital  markets  seem  to  be 
in  a  period  of  long-term  contraction. 

Undoubtedly  you  can  come  up 
with  your  own  examples  of  where 
reform  is  worse  than  the  ill  it  is  sup- 
posed to  cure.  Change,  politicos  and 
bureaucrats  ought  to  be  told,  10I 
synonymous  with  reform. 
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Other  Comments 


Because  the  backlog  of  writings  by  others  that  I've  issue  on.  It's  the  result  of  omnivorous  reading,  always 
clipped  to  share  with  Forbes  readers  has  really  piled  with  pen  at  hand,  to  mark  the  passages  that  stimulate, 
up,  Other  Comments  will  become  a  pageful  from  this     irritate,  abuse  or  amuse  this  editor's  mind — MSF. 


Party  Poopers 

The  Washington  hostess  who  consid- 
ers her  dinner  party  a  success  only  if  she 
has  "power"  sitting  at  the  table  is  having 
a  rough  time  of  it,  because  "power"  in 
this  town  is,  in  large  measure,  going  to 
bed  early. 

— Barbara  Gamarekian, 
New  York  Times 


What's  a  Billion? 

Most  people  in  Washington  have  lost 
sight  of  what  a  billion  dollars  is. 

One  billion  seconds  ago,  the  first 
atomic  bomb  had  not  been  exploded. 

One  billion  minutes  ago,  Christ  was 
still  on  earth. 

One  billion  hours  ago,  men  were  still 
living  in  caves. 

Yet,  one  billion  dollars  ago  (in  terms  of 
government  spending)  was  yesterday. 

— Hugh  Rutledge,  Indianapolis  News 

Campy  Picasso 

Is  Picasso  camp?  Heavens  to  Betsy, 
what  a  question!  Is  the  emperor  naked? 
It's  sacrilege,  that's  what  it  is. 

Well,  I  was  just  thinking  aloud,  that's 
all  

We  laugh  our  heads  off  at  campy  cari- 
catures. Why  don't  we  roll  on  the  floor  at 
Picasso? 

Because,  Dear  Heart,  though  Picasso 
is  camp,  it  is  grim,  contrived,  unoriginal 
camp — a  brutal  beating  up  of  old  mas- 
ters— rather  than  true  camp,  which 
would  make  smiling,  even  uproarious 
fun  of  them.  .  .  . 

What  abut  the  Picasso  I  own?  Is  it 
insured?  You  bet.  Put  a  notice  on  your 
front  door  saying  it  is  unlocked,  and 
hope  for  the  best. 

— T.  H.  Robsjohn-Gibbins, 
in  Architectural  Digest 

Classy  History 

Is  history  written  by  the  upper  classes 
for  the  upper  classes?  It  would  seem  that 
it  is. 

In  every  country  the  upper  classes,  if 
you  can  get  to  know  them,  are  character- 
ized by  a  high  accretion  of  faith  and 
belief.  They  have  a  high  sense  of  person- 
al honor  and  moral  integrity  the  lower 
classes  simply  do  not  have,  perhaps  be- 
cause the  poor  cannot  afford  them.  But 
also  because  they  have  not  had  them 
ingrained  in  them.  The  upper  classes 
have  had  these  ideals  like  Honesty  is  the 
best  policy,  and  the  Golden  Rule,  incul- 


cated in  them  almost  from  birth.  Perhaps 
they  do  not  always  live  up  to  them  as 
well  as  they  would  wish,  but  they  sin- 
cerely believe  them.  This,  plus  never 
having  had  to  really  live  in  the  lower 
depths,  makes  it  genuinely  impossible 
for  the  upper  classes  to  comprehend,  let 
alone  understand,  the  attitudes  of  the 
poor  and  the  lower  classes.  .  .  . 

And  you  almost  never,  found  a  Prince- 
ton or  Harvard  grad  serving  as  a  private. 

— James  Jones, 
WWII 

Regimented  Tie-ers 

For  the  sheer  glory  of  tradition,  the 
hearty  regimental  stripe  [tie]  wins  the 
day.  "People  like  to  associate  with  these 
things,"  says  Alan  Frank,  president  of 
Langrock,  that  prestigious  outfitter  on 
Princeton's  Nassau  Street,  "and  Ameri- 
can men  who  are  engineers  are  prone  to 
wear  the  Royal  Engineers  and  Royal 
Electrical  and  Mechanical  Corps  ties, 
while  physicians  are  partial  to  the  Royal 
Army  Medical  Corps,  and  so  forth." 

Funnily  enough,  Langrock  once  car- 
ried a  regimental  for  which  there  was  no 
regiment!  "Well,  I  suppose  you  could 
say  we  accidentally  created  a  British 


regiment.  It  seems  that  our  mill  made  an 
error  in  weaving  and  we  ended  up  with  a 
magnificent  stripe  that  belonged  to  no 
regiment.  In  order  to  solve  the  problem 
we  had  labels  made  with  the  name 
Queen's  Own  African  Rifles.'  They  sold 
very  well." 

— G.  Bruce  Boyer, 
in  Town  i?  Country 

Barter  Wisely 

I  was  reminded  of  the  classic  New 
York  barter  story  about  Boris  Toma- 
shefsky,  the  great  Yiddish  actor.  He  was 
approached  backstage  by  a  pretty  but 
threadbare  girl  who  told  him  how  much 
she  admired  him.  Tomashefsky  closed 
his  dressing-room  door  and  the  two 
made  love.  The  next  day  the  girl  re- 
turned, and  explained  that  she  needed 
help  for  her  sick  daughter.  "Here's  two 
tickets  for  Saturday's  matinee,"  said  the 
actor.  The  girl  refused  them.  "I  need 


bread,  not  tickets,"  she  explained.  To- 
mashefsky replied:  "You  want  bread, 
[try]  a  baker.  Tomashefsky  gives 
tickets." 

— William  Flanagan,  New  York 

A  Case  for  First  Class 

She  ordered  another  two  gin  and  ton- 
ics immediately  we  arrived  on  the  plane. 
"There  goes  ten  shillings  toward  the 
first-class  fare,"  she  said.  "A  friend  of 
mine  calculated  once  that  on  a  long  flight 
to  Tahiti — it  took  in  those  days  more 
than  64  hours — he  recuperated  nearly  20 
pounds,  but  of  course  he  was  a  hard 
drinker  ".  .  .  . 

"Steward,  another  glass  of  champagne 
and  another  vodka."  "We  are  just  de- 
scending, ma'am."  "The  more  reason  for 
you  to  hurry,  young  man." 

— Graham  Greene, 
Travels  With  My  Aunt 

Forward  Up  or  Down? 

.  .  .  And  just  to  show  stupidity  can  run 
rampant,  consider  this  routine  practice 
in  Illinois.  When  a  person  on  welfare  in 
that  state  dies,  the  Illinois  Welfare  De- 
partment automatically  sends  a  note  to 


the  deceased  informing  him  his  benefits 
are  being  discontinued  because  he's 
dead.  The  change  of  address  problem 
must  be  horrendous. 

— Road  Runner 

Young  &  Old  Alike 

Perhaps  my  admiration  for  the  salty 
old,  the  courageous  old,  developed  dur- 
ing those  years  of  observation  at  close 
hand.  I  do  not  know.  But  it  was  then  that 
I  first  came  across  Walt  Whitman's 
words: 

"Youth,  large,  lusty,  loving — Youth, 

full  of  grace,  force,  fascination, 
Do  you  know  that  Old  Age  may  come 
after  you,  with  equal  grace, 
force,  fascination?" 
I  do  not  take  the  positon  that  old  age  is 
all  hearts  and  roses.  Being  old  can  be 
hard  work — like  being  a  teenager. 

— Catherine  Drinker  Bowen, 
Horizon 


How  do  you  motivate  people?  "Slap  them  on  the  back  and 
kick  them  in  the  seat  of  the  pants.  We  all  need  a  little  of  both. 
I  get  mine  from  the  board  of  directors  or  from  my  wife." 

— Gilbert  Richards,  CEO,  The  Budd  Co.,  in  Nation's  Business 
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.  Cut  10%  off  the  cost 
of  insuring  your  new  house. 


If  you  live  in  a  house  that's  five 
years  old  or  less,  you  may  qualify  for 
Allstate's  "New  House  10% 
Discount."  If  you  already  have  an 
Allstate  Homeowners  policy,  you'll 
see  the  savings  reflected  with  your 
next  renewal. 


If  you  live  in  a  new  house  but  don't 
have  an  Allstate  Homeowners 
policy,  better  give  us  a  call.  Might 
as  well  get  in  on/fl  1 1  gifqiQ 
the  savings.     /*|  IqICIIG 
\  You're  in  good  hands. 


Clip  this  coupon  and  take  it  to 
your  local  Allstate  agent  or 
simply  call  him  on  the  phone 
to  find  out  if  you  qualify  for  this 
new  money-saving  discount. 


I    Save  10% 
■  on 
I  Homeowners 

|  Insurance. 

Allstate) 
New  House  Discount. 

i 

i  i 


Discount  available  in  most  states. 
Allstate  Insurance  Company,  Northbrook,  111. 


Many  businesses 
see  a  first  class  ticket  as 
a  prudent  investment. 


It  makes  sense.  There  you 
are  flying  off  to  close  an 
important  business  deal.  One 
that  involves  a  lot  more  money 
than  the  price  of  an  airline 
ticket.  So  if  flying  first  class  is 
going  to  put  you  in  the  best 
possible  shape  to  do  business, 
isn't  it  worth  the  extra  cost? 

Of  course  that  assumes 
you  r  f i rst  class  ticket  is  going  to 
guarantee  you  first  class  ser- 
vice. But  if  you've  done  much 
flying,  you  Know  that  first  class 
means  different  things  to 
different  airlines. 

On  Swissair  we  can 
promise  that  you'll  get  every- 
thing you  paid  for.  The  first 
class  food.  The  first  class 
service.  The  total  ambiance. 
All  those  things  that  make  a 
first  class  flight  truly  first  class. 
To  us  a  ticket  is  a  contract,  and 
we  can't  do  any  less  than  fulfill 
our  part  of  the  bargain. 

On  Swissair  you  go  first  class  from  the 
moment  you  arrive  at  the  airport.  You  have  a 
separate  check-in  line.  A  larger  baggage 
allowance.  And  the  luxury  of  a  first  class  lounge 
in  the  United  States,  Canada  and  Switzerland  to 
wait  in. 

And  then  there's  the  flight.  Actually  it 
would  be  a  lot  more  accurate  if  we  renamed  our 
first  class  "Deluxe"  and  our 
economy  class  "First 
Class". 

Because  if  you've  ever 
stayed  in  a  Deluxe  Swiss 
hotel  then  you'll  have  a 
general  idea  of  what  our  Swissair  first  class 
section  is  like.  Your  fellow  passengers  will  be  the 
kind  of  people  you'd  probably  meet  at  a  Deluxe 
Swiss  hotel.  You'll  be  waited  on  by  stewards  and 
stewardesses  to  whom  service  is  a  tradition  and 


Anyway  you  add  it  up,  it's  simply  good  business 
to  choose  Swissair  first  class. 

not  a  job.  People  who  know  when  you  need  to 
be  taken  care  of,  and  when  you  need  to  be  left 
alone.  And,  of  course,  you'll  be  served  the  best 
foods,  wines  and  liquors.  Recipes  prepared  in 
the  finest  Swiss  gourmet  style. 

And  you'll  get  off  the  plane  ready  to  take  on 
the  world.  Your  baggage  will  be  among  the  first 
to  come  off.  And  you'llbe  rested  and  relaxed. 
Knowing  that  you  got  good  value  for  every  cent 
of  your  ticket. 

For  reservations  and  information  about 
Swissair's  747  or  DC-10  service  from  New  York, 
Boston,  Chicago,  Montreal  and  Toronto  see 
your  Travel  Agent,  corporate  travel  consultant  or 
local  Swissair  office. 


We  take  on  the  world's  most  demanding  business  travellers 


Forbes 


The  Hot  Battle 

Over  Labor  Law  Reform 


Emotions  are  running  high  in  the  South  over  the  Administration- 
backed  labor  law  reform.  Yet  the  bill  is  a  moderate  one,  bearing 
clear  marks  of  President  Carter's  middle-of-the-road  style. 


By  JOHN  M.  BERRY 


Malcolm  Cloer,  a  small,  dapper  busi- 
nessman in  a  three-piece  tan  suit  and 
two-tone  shoes,  looked  completely  out  of 
place  in  the  crowd  at  the  Roanoke  Rap- 
ids, N.C.  Community  Center,  and  he 
was.  Most  of  the  people  there,  black  and 
white  alike,  were  working  people,  em- 
ployees of  J. P.  Stevens  &  Co.,  sport- 
ing handmade  bell-shaped  signs  read- 
ing, "I'm  a  Roanoke  Rapids  Stevens 
worker.  I  support  labor  law  reform." 

Cloer,  the  businessman,  had  driv- 
en the  236  miles  from  Hickory,  N.C. 
because  of  a  fervent  conviction  that 
labor  law  reform  would  be  a  disaster 
for  him,  and  probably  unconstitution- 
al to  boot.  He  wanted  to  watch  this 
hearing  of  the  House  Labor- Manage- 
ment Relations  subcommittee  for 
himself,  and  he  was  appalled. 

"These  changes  would  make  it  easy 
to  organize  our  plants,"  Cloer  com- 
plained. "It  would  deprive  the  indi- 
vidual of  a  great  deal  of  his  own  free- 
dom."   Cloer    is    the    owner  of 
Leathercraft,  Inc.,  which  has  85  em- 
ployees making  upholstered  leather 
furniture  in  Hickory;  all  85  are  non- 
union. Such  southern  nonunion  em- 
ployers as  Cloer  are  the  intended  tar- 
get of  the  Administration-backed  labor 
law  revision  drive,  the  first  serious  effort 
to  change  the  National  Labor  Relations 
Act  in  a  dozen  years. 

Both  labor  and  some  management 
groups  are  mounting  massive  lobbying 
efforts  over  the  bill.  But  despite  all  the 
shouting,  it  is  questionable  whether  the 
proposed  changes  would,  in  fact,  be  a 
significant  help  to  the  unions  trying  to 
organize  the  South.  There  is  even  more 
doubt  that  it  would  do  much  to  cause 
J.  P.  Stevens  to  come  to  terms  with  the 
Amalgamated  Clothing  &  Textile  Work- 
ers Union,  which  has  been  trying  for 
years  to  organize  the  company's  45,000 
employees  in  85  mostly  southern  plants. 

The  bill  could  turn  out  to  be  far  more 
important  because  of  its  potential  for 
souring  relations  between  unions  and 


employers  whose  workers  are  already 
organized.  The  battle  shaping  up  in  Con- 
gress will  be  a  donnybrook.  Given  the 
moderate  content  of  the  bill,  the  AFL- 
CIO  is  looking  to  big  union  employers 
not  for  neutrality  but  for  tacit  support. 
The  Administration  is  gung  ho  for  the 
bill,  not  just  because  of  the  President's 
campaign  commitments,   but  also  be- 
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Reform  Sign:  Almost  the  entire 
audience  sported  one  at  Roanoke  Rapids 
as  the  union  turned  out  in  force. 


cause  it  wants  big  labor  in  a  cooperative 
mood  for  the  next  round  of  national  wage 
bargaining  that  begins  with  the  Team- 
sters in  1979.  A  union  movement  defeat- 
ed on  this  bill  could  come  to  the  bargain- 
ing table  in  a  sullen,  vengeful  mood. 

None  of  this  surfaced  at  the  Roanoke 
Rapids  hearing,  of  course.  Subcommitee 
Chairman  Frank  Thompson,  a  Democrat 
from  Trenton,  N.J.,  chose  the  location 
because  of  the  emotion-laden  14-year 
fight  between  the  union  and  J.  P.  Ste- 
vens, which  has  seven  plants  in  the  small 
town  at  the  fall  line  on  the  Roanoke 
River  in  northeastern  North  Carolina.  It 
was  a  media  event,  and  the  media  came. 


Stevens  itself  declined  the  invita- 
tion, and  the  parade  of  witnesses  was 
virtually  all  pro-union,  most  denouncing 
Stevens  for  a  host  of  illegal  acts  both 
proved  and  alleged,  including  firing 
union  activists.  Most  of  the  witnesses, 
and  the  four  congressmen  present, 
seemed  to  assume  the  bill's  provisions 
would  alter  the  J.  P.  Stevens  situation, 

even  though  that  may  not  be  the  case. 

Those  provisions  would: 

•  Speed  up  decisions  by  the  Na- 
tional Labor  Relations  Board.  The 
NLRB  would  be  expanded  from  five 
to  seven  members  and  their  terms 
extended  from  five  to  seven  years. 
Sitting  as  panels  of  two  or  three,  they 
could  hold  more  hearings.  The 
board's  administrative  law  judges 
would  be  given  added  powers,  and  a 
time  limit  for  appeals  would  be  set. 

•  Expedite  union  certification 
elections.  In  cases  in  which  a  majority 
of  eligible  workers  have  signed  union 
cards,  the  election  would  have  to  be 
held  within  15  days  after  the  union 
asked  the  NLRB  for  an  election.  With 
less  than  a  majority  signed  up,  the 
deadline  would  be  45  days.  Where 
there  were  complex  issues,  a  longer 
delay  would  be  permitted. 

•  Pay  workers  fired  for  union  ac- 
tivity double  back  pay.  Unions  would  be 
able  to  seek  preliminary  injunctions  re- 
quiring employers  to  rehire  any  worker 
allegedly  fired  for  union  activity,  and  if 
the  firing  is  found  to  have  been  illegal, 
the  worker  would  automatically  get  dou- 
ble pay  for  the  lost  time. 

•  Require  "equal  access"  to  workers 
by  unions.  Employers  can  address  a 
"captive  audience"  of  employees  on 
company  time.  If  they  do,  the  union 
would  have  the  right  to  equal  time  inside 
the  plant. 

•  Award  wage  increases  in  illegal  re- 
fusal-to-bargain cases.  The  NLRB  could 
order  an  employer  to  grant  a  wage  hike 
equal  to  the  national  percentage  inci 

in  major  collective  bargaining  settle- 
ments if,  after  a  successful  certification 
election,  the  company  is  found  to  have 
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acted  illegally  in  refusing  to  bargain  over 
an  initial  contract. 

•  Bar  violators  from  federal  contracts. 
"Willful  and  flagrant"  violators  of  the 
National  Labor  Relations  Act  would  be 
denied  federal  contracts  for  three  years. 

So  much  for  what  the  bill  would  do. 
What  may  be  more  significant  is  what  it 
would  not  do.  It  does  not  call  for  repeal 
of  Section  14  (b)  which  allows  state  right- 
to-work  laws.  There  is  no  automatic  cer- 
tification of  a  union  as  bargaining  agent 
without  an  election,  even  if  it  has  cards 
from  55%  or  more  of  the  employees. 
There  is  not  even  a  provision  that  U.S.- 
owned  foreign  flag  vessels  pay  U.S. 
union  scale  to  their  crews,  which  was 
one  of  the  more  outlandish  demands  on 
labor's  shopping  list. 

All  of  these  and  some  other  omissions 
disappointed  the  AFL-CIO,  and  the  bar- 
gaining between  George  Meany  and  the 
White  House  got  very  bitter  before  the 


unions  agreed  to  them. 

Labor  stood  still  for  the  deletions, 
however,  because  even  Meany  knew 
that  without  Carter's  support  no  bill 
would  pass.  After  its  ignominious  and 
unexpected  defeat  on  the  construction 
picketing  bill  earlier  this  year,  labor  can- 
not stand  another  debacle. 

Even  so,  the  bill's  passage  is  by  no 
means  assured.  Buoyed  by  the  last  suc- 
cess, such  business  groups  as  the  U.S. 
Chamber  of  Commerce  and  the  National 
Association  of  Manufacturers  have 
launched  multimillion-dollar  drives  to 
pressure  Congress  to  defeat  the  bill.  Ul- 
timately, the  outcome  will  probably 
hinge  on  whether  labor  and  the  Adminis- 
tration can  defeat  a  Senate  filibuster. 

Significantly,  the  most  effective  of  the 
business  lobbies,  the  Business  Roundta- 
ble,  will  probably  sit  this  one  out.  The 
Roundtable  includes  the  industrial  gi- 
ants— Irving  Shapiro,  chairman  of  du 


Media  Event:  On  a  slow  news  day  in  August,  Representative  Frank  Thompson 
(above,  right,  D-N.J.),  and  his  House  Labor-Management  Relations  subcommittee 
chartered  a  bus  and  headed  for  Roanoke  Rapids,  N.C.,  where  the  Textile  Workers 
Union  has  been  fighting  J.  P.  Stevens  for  1 4  years.  The  media  came  in  droves,  and  the 
testimony  was  sometimes  moving.  Said  an  anguished  Louise  Baily  (above,  left),  "I'm 
sick  to  my  gut  every  time  I  go  into  the  plant  afeared  I  will  be  fired." 


Pont,  heads  it — many  of  which  have 
close  and  satisfactory  relationships  with 
unions.  For  instance,  Meany  and  Gener- 
al Electric  Chairman  Reginald  Jones, 
both  members  of  the  Administration's 
labor-management  advisory  group,  have 
developed  especially  close  ties.  Recently 
Meany  has  even  been  checking  with 
Jones  on  some  issues  before  putting  de- 
mands to  the  White  House. 

The  labor  argument  is  that  the  labor 
law  revisions  will  affect  only  those  em- 
ployers determined  to  commit  illegal 
acts  to  keep  out  a  union,  and  that  there  is 
no  reason  for  other  employers  to  oppose 
it.  But  this  is  a  touchy  point.  Only  about 
115,000  of  GE's  260,000  employees  be- 
long to  unions.  General  Motors,  fully 
organized  in  the  North,  has  nonunion 
plants  elsewhere  in  the  country. 

But  even  if  the  bill  passes,  will  it  make 
much  difference?  Probably  not.  Accord- 
ing to  the  NLRB,  most  union  certifica- 
tion elections  are  already  held  within  45 
days  of  the  filing  of  a  petition.  The  un-  j 
ions  want  the  strict  timetable  so  that  a 
company  will  not  have  time  to  gear  up  its 
opposition  campaign,  including  the  coer- 
cive actions  some  employers  do  use. 

In  one  case,  passage  of  the  bill  could 
make  a  difference.  The  ACTWU  finally 
won  its  election  in  Roanoke  Rapids  in 
1974.  And  the  union  still  has  no  contract. 
It  has  charged  J. P.  Stevens  with  illegally 
refusing  to  bargain.  That  case  is  pending 
before  the  NLRB.  It  is  a  charge  that  is 
extremely  hard  to  prove  if  the  employer 
is  willing  to  meet  regularly  with  the 
union,  discuss  certain  topics  and  put 
agreements  in  writing.  There  is  nothing 
in  either  the  present  law  or  the  new  law 
that  says  you  have  to  sign  a  contract.  But 
if  Stevens  loses  the  case,  the  new  law 
might  be  tougher  on  the  company. 

Originally,  labor  had  wanted  the 
board  to  be  able  to  order  wage  increases 
if  no  initial  contract  was  signed,  even  if 
the  employer  had  not  acted  illegally. 
"That  would  have  been  good  in  some 
ways,"  says  an  Administration  economist 
involved  in  the  dickering.  "But  it  would 
have  a  very  great  economic  impact,  par- 
ticularly in  the  South."  Fortunately,  Jim- 
my Carter  is  from  the  South. 

The  final  provison,  barring  violators 
from  federal  contracts,  could  hurt  some 
companies,  including  Stevens,  which 
had  $120  million  in  government  con- 
tracts from  1968  to  1975.  But  administra- 
tors enforcing  equal  employment  oppor- 
tunity provisions,  for  instance,  have 
been  reluctant  to  use  this  power  over  the 
years.  Carter,  if  he  chose,  could  even 
put  this  into  effect  through  an  executive 
order,  but  he  has  not  done  so. 

The  real  problem  unions  face  in  the 
South  are  the  attitudes  of  working  class 
southerners.  The  idea  of  unions  is  at 
odds  with  their  own  concept  of  self-inde- 
pendence. No  labor  law  revision  will 
change  that.  ■ 
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ictor  Posner: 
Living  On 
Borrowed  Time 

Sharon  Steel's  earnings  look  better  than 
those  of  most  other  steel  companies. 
But  there's  more  to  the  story  than  that. 


By  PAUL  BLUSTEIN 

IjlN  1974  34-year-old  Steven  Posner,  vice 
I  chairman  of  NVF  Co.,  said  to  a  Forbes 
^reporter  of  his  father,  Victor  Posner,  its 
[ichief  executive:  "He  did  the  best  job  in 
|the  steel  industry,  I  know  he's  worth  $1 
((million  a  year.  He's  worth  even  more." 

In  1974  Victor  Posner,  a  former  Balti- 
ijmore  slumlord,  was  riding  high.  Sharon 
IjSteel,  by  far  the  largest  company  in  the 
■stable  of  public  companies  that  NVF 
icontrols,  earned  $50.5  million  on  sales  of 
$441  million — giving  NVF  a  fantastic 
(54.5%  return  on  stockholders'  equity. 
tEven  this  year,  a  rough  period  for  the 
{steel  industry,  Posner  doesn't  look  too 
(bad.  Although  several  steel  companies 
| have  reported  dismal  earnings,  Sharon 
(earned  a  respectable  $9  million  in  the 
Ifirst  half.  NVF  Co.,  the  Posner-run  com- 
jpany  that  owns  86%  of  Sharon's  stock, 
I  showed  earnings  of  $9.7  million. 

But  the  reported  earnings  do  not  tell 
the  whole  story.  In  discussions  with  nu- 
jmerous  steel  industry  sources  and  from 
examinations  of  legal  documents, 
j  Forbes  has  learned  that: 

•  Although  the  market  for  hot-  and 
! cold- rolled  sheet  and  strip  steel,  Shar- 
jon's  major  products,  has  been  strong  this 
year,  Sharon's  customers  have  not  for- 
j gotten  that  during  the  great  steel  short- 
age of  1973-74,  Sharon  achieved  its  high 
learnings  by  charging  all  the  market 
I  would  bear.  One  upshot  of  the  1973-74 
experience  is  a  number  of  lawsuits  total- 
ling millions  of  dollars  against  Sharon  al- 
leging breach  of  contract.  Another  re- 
jsult,  according  to  a  reliable  source  at  a 
|rival  company,  is  that  "Sharon  has  to  go 
(with  lower  prices  than  anyone  else,  to 

J  buy  the  business  back.  " 

•  In  recent  years  Sharon  has  made  a 

i  substantial  proportion  (48%  in  1976)  of 
I  its  operating  profit  from  a  coal  mine  it 
operates  in  western  Pennsylvania — a  fact 
that  is  downplayed  in  nearly  all  of  the 
company's  reports  and  press  releases. 


Sources  familiar  with  Posner's  methods 
of  doing  business  suggest  that  he  wants 
to  present  a  public  image  of  being  a 
savvy  steel  operations  man;  the  happy 
circumstance  of  having  bought  a  steel 
company  blessed  with  a  lucrative  coal 
mine  doesn't  bolster  that  image. 

Posner's  controversial  wheelings  and 
dealings  have  involved  taking  over  pub- 
lic companies,  often  offering  debentures 
in  exchange  for  stock.  After  installing 
himself  as  chief  executive  of  those  com- 
panies (they  include  several  others  be- 
sides Sharon  and  NVF),  Posner  allocated 
to  himself  a  substantial  salary  from  them. 
His  total  salary  is  around  $1  million  a 
year,  one  of  the  U.S.'  highest. 

Following  a  bitter  and  unsuccess- 
ful takeover  struggle  in  1976-77  for 
San  Francisco's  Foremost-McKesson — a 
company  seven  times  Sharon's  size — 
Posner  was  obliged  to  restate  Sharon's 
earnings  for  1974  and  1975.  Sharon's 

1975  earnings  were  nearly  halved  amid 
allegations  that  Posner's  bookkeepers 
had  engaged  in  dubious  manipulations  of 
inventory  and  sales  figures. 

For  all  of  this,  a  Sharon  Steel  spokes- 
man says  that  Sharon's  relatively  good 
showing  this  year  is  due  to  its  "efficiency 
and  management."  The  facts,  however, 
suggest  that  there  is  more  to  it.  In  evalu- 
ating Sharon's  performance,  consider 
this:  Its  hot-  and  cold-rolled  sheet  and 
strip  steel — which  accounted  for  83%  of 

1976  sales — barely  broke  even  last  year. 
(Its  specialty  lines  did  better.)  But  Shar- 
on's coal  operations,  only  4%  of  sales, 
produced  nearly  half  of  Sharon's  operat- 
ing profit  in  1976,  34%  in  1975.  This  fact 
emerged  for  the  first  time  in  Sharon's 
1976  Form  10-K,  as  a  by-product  of 
Foremost-McKesson's  challenge  of  Shar- 
on's financial  statements. 

Don't  expect  to  find  much  mention  of 
coal  in  Sharon's  (or  NVF's)  annual  letter 
to  shareholders  or  in  company  press  re- 
leases. Says  one  student  of  the  company: 
"Victor  Posner  wants  you  to  think  that  he 


Victor  Posner:  His  Sharon  Steel  faces 
lawsuits,  angry  customers,  narrowing 
returns  from  its  coal  operations. 


can  run  a  steel  company  when  nobody 
else  can,  that's  all." 

Lots  of  steel  companies  have  coal 
mines,  of  course,  although  steel  and  coal 
experts  agree  that  for  coal  to  account  for 
48%  of  a  steel  company's  profits  is  highly 
unusual.  But  interestingly,  Sharon  sells 
nearly  all  of  its  high-volatile  metallurgi- 
cal coal  to  outsiders — and  supplies  its 
sole  functioning  coking  plant  with 
(cheaper)  coal  purchased  on  a  long-term 
contract  from  Eastern  Gas  &  Fuel. 

There  is  some  question  as  to  how 
much  longer  Posner  will  be  able  to  fatten 
his  earnings  from  this  arrangement.  For 
one  thing,  the  United  Mine  Workers  are 
expected  to  engage  in  a  long  strike  this 
coming  winter,  which  could  produce  an 
unscheduled  dip  in  Sharon's  profits.  For 
another,  the  cost  of  purchasing  coal  for 
its  coking  plant  recently  escalated  sharp- 
ly. Reason:  Sharon  had  in  1975  disputed 
an  escalation  price  built  into  its  contract 
with  Eastern  Gas.  The  two  parties  went 
to  arbitration,  and  a  federal  court  deci- 
sion handed  down  in  July  requires  Shar- 
on to  pay  substantially  more  for  its  coal 
supplies,  court  documents  suggest — 
thus  narrowing  the  advantage  Sharon 
used  to  have  by  buying  coal  cheap  and 
selling  it  dear. 

The  arbitration  result  is  not  so  inter- 
esting by  itself;  Sharon's  spokesman  in- 
sists that  it  will  be  "not  material."  (One 
source  familiar  with  the  case  chuckles, 
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"Not  material?  That  depends  on  what 
you  compare  it  with  ")  But  this  sort  of 
pricing  dispute  is  apparently  a  frequent 
occurrence  in  Victor  Posners  business 
life.  Says  a  former  Sharon  man  of  the 
dispute  with  Eastern:  "Posner  says, 
Well,  sue  me!'  That's  the  way  the  guy 
operates." 

In  1974,  steel  industry  sources  say, 
Posner  gave  Sharon  a  bad  name  by  tak- 
ing advantage  of  worldwide  steel  short- 
ages. "They  did  an  awful  lot  of  predatory 
pricing,"  says  one  sales  executive.  One 
sadder-but-wiser  Sharon  customer  is 
more  explicit.  "Contracts  don't  mean  a 
thing  to  him,"  he  storms.  "He's  the  type 
who  says,  T  il  get  a  good  battery  of  law- 
yers and  I  can  beat  most  anything. 

Several  Sharon  customers  who  say 
they  had  written  contracts  with  Sharon 
have  sued  the  company  for  amounts  run- 
ning into  the  tens  of  millions  of  dollars. 
One  of  the  suits'  allegations  is  that  dur- 
ing the  1973-74  period,  Sharon  cut  off  its 
customers'  shipments.  Another  allega- 
tion is  that  Sharon  offered  to  sell  steel 
through  a  newly  activated  subsidiary 
called  Ohio  Metal  Processing — at  prices 


substantially  above  both  industry's  and 
Sharon's  own  mill  prices. 

In  defense  of  Sharon,  its  former  vice 
president  for  materials  control,  Frank 
Forsythe,  says:  "It  was  that  kind  of  peri- 
od. Sharon  had  a  number  of  contracts 
that  were  abrogated  by  suppliers,  too." 
But  the  Sharon  customers  Forbes  con- 
tacted were  unanimous  in  saying  that 
Sharon  was  by  far  the  worst  behaved 
steel  supplier  during  the  shortage. 

What  will  come  of  the  lawsuits,  which 
if  successful  could  take  a  huge  chunk  out 
of  Sharon's  net  worth?  One  lawyer  famil- 
iar with  the  litigation  says:  "I  wouldn't  be 
surprised  if  Posner  wins  some  of  these 
things.  This  kind  of  commercial  litigation 
is  often  settled;  you  can  bargain  your  way 
down.  In  the  meantime,  you  can  make 
your  profits,  and  bargain  some  of  them 
away  later." 

Is  Victor  Posner  doing  business  on 
borrowed  time?  Says  one  executive  at 
another  steel  company:  "[Sharon's]  mar- 
ket isn't  that  bad.  But  people  won't  buy 
from  them  unless  they  sell  at  lower 
prices  than  anybody  else."  Sharon's 
spokesman  denies  the  charge,  but  an  ex- 


customer,  who  says  he  was  shafted  by 
Sharon  in  1973-74,  offers  a  graphic  illus- 
tration of  Sharon's  new  attitude.  He  re- 
ceived a  letter  from  Sharon's  vice  presi- 
dent for  sales  last  year  that  began:  "Dear 
John:  There  comes  a  time  when  old 
friends  who  have  some  misunderstand- 
ings should  sit  down  and  iron  out  prob- 
lems that  arise  over  the  years.  .  .  .  Er- 
rors have  been  made  that  you  have  a 
right  to  feel  resentful  about.  However,  I 
sincerely  feel  that  both  of  our  companies 
can  benefit  from  a  resumption  of  our 
relationship.  ..."  Remember,  this  hat- 
in-hand  approach  came  at  a  time  when 
the  market  for  Sharon's  products  was 
fairly  strong.  What  will  happen  in  the 
inevitable  downturn? 

For  years  Posner  has  operated  under 
various  shadows  yet  has  seemed  to  lead  a 
charmed  life.  But  the  Securities  &  Ex- 
change Commission  has  been  actively, 
investigating  him,  and  chances  are  that 
Posner  s  problems  are  far  from  over. 

What  does  Victor  Posner  say?  Noth- 
ing. He  refuses  to  be  interviewed  by 
Forbes. 

But  even  a  cat  has  only  nine  lives.  ■  , 


Humana*s  Hopes 

Leveraged  with  both  debt  and  excess  capacity, 
this  hospital  outfit  is  hoping  that  Congress  will 
do  something  sensible  about  health  care. 


Even  among  their  peers  in  Louisville, 
Ky.,  where  the  entrepreneurial  spirit 
seems  to  flourish,  David  A.  Jones  and 
Wendell  Cherry  stand  out.  They  got  into 
nursing  homes  in  1961  and  got  out  profit- 
ably from  the  scandal-blighted  industry. 
They  got  into  mobile  homes  and  got  out 
without  losing  their  shirts.  They  seemed 
to  lead  charmed  lives. 

Now  they  run  $300-million  (sales)  Hu- 
mana Corp.,  the  nation's  second- largest 
investor-owned  hospital  chain.  (Number 
one,  Hospital  Corp.  of  America,  is  run 
by  Jones'  old  friend  and  former  fellow 
Kentucky  Fried  Chicken  director  Jack 
C.  Massey.)  What  is  in  Kentucky  that 
seems  to  encourage  enterprise? 

One  answer  might  be:  strong  nerves. 
Jones  and  Cherry  have  leveraged  Hu- 
rnana's  61  hospitals  to  the  hilt.  On  share- 
holders' equity  of  $74  million  at  the  end 
of  the  last  fiscal  year,  it  was  carrying  $206 
million  in  long-term  debt.  Thanks  to  all 
this  leverage,  Humana  earned  13%  on 
stockholders'  equity,  though  hospitals 
are  a  capital-intensive  business  and  net 
operating  profit  margins  are  low — about 
3  cents  on  the  sales  dollar. 

However,  Jones  and  Cherry  insist 
they  lose  no  sleep  over  their  capital 
structure.  "A  highly  leveraged  hula  hoop 


factory  is  one  thing,"  says  Dave  Jones, 
chairman.  "A  highly  leveraged  hospital  is 
something  else  entirely." 

Certainly,  this  kind  of  risk-taking  has 
been  good  to  the  two  former  lawyers. 
Between  them  they  own  12%  of  Hu- 
mana's  shares,  worth  $12  million  on  pa- 
per. Cherry  drives  a  Mercedes  to  Hu- 


". .  .  'A  highly  leveraged  hula 
hoop  factory  is  one  thing.  A 
highly  leveraged  hospital  is 
something  else  entirely' . . ." 


mana's  plush  offices  overlooking 
Louisville's  Ohio  River.  Jones'  spare 
time  is  spent  on  his  own  tennis  court. 
Both  were  part  owners  of  the  Kentucky 
Colonels  basketball  team. 

It  all  started  by  accident.  In  1961,  as 
young  lawyers  with  the  firm  of  Wyatt, 
Grafton  &  Sloss,  they  began  wondering 
how  a  lawyer  no  older  than  they  could 
have  afforded  to  buy  an  $80,000  home. 
"It  turned  out  he  owned  a  nursing 
home,"  said  Jones,  "so  we  decided  to 
build  one  ourselves." 

By   1967   they  were   running  eight 


homes — just  in  time  to  cash  in  on  the 
Medicaid  bonanza.  They  went  public, 
but  so  did  83  other  companies,  saturat- 
ing the  market  by  the  late  Sixties.  But 
the  mobile  home  industry  was  just  start- 
ing to  boom,  so  Jones  and  Cherry  then 
built  12  mobile  home  parks. 

Hospital  Corp.  s  Massey  himself 
steered  them  into  hospitals.  "You're  in 
the  wrong  end  of  the  business,"  he  told 
Jones  one  day  in  1969.  Jones  and  Cherry 
decided  he  was  right.  Using  their  hot 
little  stock  (then  called  Extendicare)  they 
started  to  buy  up  existing  private  hospi- 
tals and  build  new  ones  as  fast  as  they 
could.  Then  they  sold  their  mobile  home 
parks  and  nursing  operations,  and  even- 
tually borrowed  heavily  to  complete  a 
$300-million  hospital  construction  pro- 
gram— some  39  hospitals  were  built  in 
just  seven  years. 

Jones  and  Cherry  had  jumped  into  a 
market  of  enormous  potential.  In  1965 
hospital  services  totaled  $12.9  billion, 
some  1.8%  of  the  gross  national  product. 
Last  year,  spurred  by  Medicaid  and 
Medicare,  the  nation's  hospital  bill  had 
soared  to  $48  billion,  or  3.3%  of  the 
GNP.  Although  investor-owned  hospi- 
tals still  account  for  only  7.8%  of  that 
sum,  their  share  was  negligible  less  than 
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Waiting  For  Washington:  David  Jones  of  Humana  is  more  concerned 
about  his  political  problems  than  his  financial  ones. 


Of  course,  investor-owned  hospitals 
are  run  on  a  more  businesslike  basis  than 
a  traditional  charity  facility.  A  chain 
looks  at  groups  of  hospitals  rather  than  a 
single  unit  so  it  can  spot  economies. 
Humana  has  studied  the  emergency 
room  and  found  that  often  resources 
were  put  where  they  weren't  needed — 
for  example,  too  much  X-ray  equipment 
and  not  enough  front-line  people. 

It  should  also  be  noted  that  many  in- 
vestor-owned hospitals  often  build  small- 
er facilities  in  rural  or  suburban  areas, 
facilities  aimed  at  adequate  but  not  ultra- 
sophisticated  health  care. 

Besides  being  heavily  in  debt,  Hu- 
mana's newer  hospitals  need  time  to  gain 
acceptance  in  their  communities.  Result: 
45%  of  Humana's  beds  sit  empty,  com- 
pared with  a  national  hospital  average  of 
25%.  Jones  concedes  it  will  be  1984  at 
least  before  Humana  reaches  70%  occu- 
pancy. Because  startup  costs  of  a  new 
hospital  are  fixed,  margins  have  been 
squeezed.  Last  year  pretax  margins  were 
4.8%,  down  from  8.5%  in  1973. 

To  analysts,  heavy  debt  and  low  occu- 
pancy are  reason  enough  for  Humana  to 
slow  its  construction  program.  But,  to 
Jones  and  Cherry,  that  isn't  the  only 
reason.  "Now  we  can  only  replace  hospi- 
tals rather  than  build  new  ones,  because 
we've  creamed  the  fast-growing  parts  of 
the  country  where  the  need  for  new 
hospitals  existed.  "  There  is,  according  to 
Jones,  an  untapped  market,  but  it  won't 
be  tappable  until  hundreds  of  inefficient 
nonprofit  hospitals  being  kept  afloat  by 
government  subsidy  are  allowed  to  die. 
"Until  the  discipline  of  supply  and  de- 
mand, the  discipline  of  the  marketplace, 


ten  years  ago. 

The  two  executives  are  both  followers 
of  management  guru  Peter  Drucker  and, 
like  him,  they  believe  investor-owned 
hospitals  can  best  be  managed  for  specif- 
ic performance  goals.  "We're  looking  for 
measurable  quality  and  productivity," 
says  Cherry.  One  example:  A  nurse  sees 
anyone  who  enters  a  Humana  emergen- 
cy room  within  60  seconds. 


Cost  Center:  As  elsewhere  in  its 
hospitals,  Humana  finds  operations 
j  too  can  be  organized  for  efficiency. 


is  established,"  he  says,  "we're  stuck 
with  the  status  quo." 

Stuck  for  how  long?  Jones  and  Cherry 
know  that  pressure  is  on  Congress  to  do 
something  about  rising  hospital  costs. 
The  result  of  third-party  payment — ei- 
ther by  insurance  companies  or  the  gov- 
ernment— has  led  the  public  to  believe  it 
has  no  stake  in  the  amount  spent  on 
medical  services.  What  Jones  and  Cher- 
ry are  counting  on  is  the  passage  of  some 
version  of  a  complicated  bill  sponsored 
by  Senator  Herman  Talmadge  of  Georgia 
that  would  reimburse  hospitals  based  on 
their  performance.  Hospitals  that  do  bet- 
ter than  the  average  would  split  the  sav- 
ings with  the  government.  "Washington 
is  the  only  uncertainty,"  says  Jones. 
'Once  the  legislative  matters  are  settled, 
there's  no  telling  how  big  this  business  is 
going  to  be." 

The  two  partners  are  counting  on  Hu- 
mana coming  into  its  own  if  the  bill 
passes.  According  to  Jones,  the  idea  was 
fundamentally  Drucker's.  The  bill  calls 
for  reimbursement  to  hospitals  by  the 
government  on  an  average-cost  basis; 
now  it  is  on  a  cost-plus  basis.  The  effect, 
explains  Jones,  would  be  to  reward  effi- 
cient hospitals  while  penalizing  ineffi- 
cient ones.  Eventually,  Jones  believes, 
the  underreimbursed  will  be  forced  out 
of  business.  "Some  hospitals  should  die," 
Jones  shrugs. 

If  the  legislation  passes,  Jones  sees  a 
doubling  or  tripling  of  Humana's  capac- 
ity within  ten  years.  That's  why  he  says: 
"Leverage  is  a  dead  issue  in  this  indus- 
try. If  you  pay  the  debt  off  now,  the 
money  might  not  be  there  to  borrow 
when  you  need  it  again.  So  we  have  no 
plans  to  pay  off  debt.  .  .  .  Drucker  has 
told  me  we  should  be  85%  leveraged. 
Look,  I'm  not  interested  in  dressing  up 
the  balance  sheet  for  someone  who 
doesn't  understand  the  business.  Hospi- 
tals are  predictable,  recession-resistant 
and  have  a  high  priority  in  the  communi- 
ty." Besides,  by  the  time  any  law  gets 
through  Congress,  Jones  is  hoping  that  a 
higher  stock  price  will  enable  him  to 
issue  more  equity. 

What  about  the  common  belief  that 
investor-owned  hospitals  must  confine 
themselves  to  the  suburbs  or  rural  areas, 
where  there  are  paying  patients?  Won't 
that  limit  growth?  "Absolutely  not,"  says 
Jones.  "Once  we've  got  this  legislative 
thing  behind  us,  we  can  build  hospitals 
in  New  York,  Seattle,  Hawaii.  We  can 
make  this  a  national  business." 

There's  logic  to  the  argument  for  run- 
ning hospitals  like  a  business,  but  it  is 
economic  logic.  Against  that  is  the  politi- 
cal logic  of  maintaining — and  expand- 
ing— the  status  quo.  If  the  latter  wins  in 
Congress,  what  happens  to  Humana? 

"The  downside  risk  is  that  we 
come  a  utility,"  replies  Jones.  "Hop 
ly,  one  more  like  the  trucking  ind  istrj 
than  the  railroads."  ■ 
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Take  The  Cash 

And  Let  The  Credit  Go 


That's  the  ruling  philosophy  at  CTS  Corp.,  which  earns 

big  profits  making  innards  for  other  people's  glamour  products. 


By  PHYLLIS  BERMAN 

Elkhart,  Ind.  (pop:  40,000)  is  the  home 
of  millionaires — 40  or  so  at  last  count.  In 
the  musical  instrument  and  mobile  home 
capital  of  the  U.S.,  it  means  something 
to  live  on  the  lush  green  banks  of  the  St. 
Joseph  River.  Arthur  Decio  of  Skyline 
Corp.  lives  there.  So  does  Dr.  Walter 
Compton  of  Miles  Laboratories. 

But  not  Norman  Weldon,  president 
and  chief  executive  officer  of  the  elec- 
tronics manufacturer,  CTS  Corp.  He 
lives  in  an  ordinary  suburb  a  mile  or  two 
away.  In  a  status-conscious  town,  he 
cares  little  for  status — just  as,  in  a  glam- 
our industry,  his  corporation  cares  little 
for  glamour. 

Norm  Weldon,  43,  is  not  your  run-of- 
the-mill  executive.  He's  a  biochemist,  an 
economist  and  an  MBA.  But  then  CTS  is 
not  an  ordinary  company,  either.  It  has 
earned  an  average  return  of  about  17% 
on  stockholders'  equity  over  the  past  15 
years,  and  on  sales  last  year  of  just  $157 
million  netted  $13  million — a  very  neat 
return  of  better  than  8  cents  on  the  sales 
dollar.  CTS  is  flush  with  cash  and  hasn't 
a  penny  of  long-term  debt. 

CTS  was  started  as  Chicago  Telephone 
Supply  in  a  Chicago  garage  in  1896.  In 
1902  Elkhart  offered  it  a  30,000-square- 
foot  plant  on  a  five-acre  plot  free,  and  the 
company  has  been  there  ever  since. 
Switching  from  telephone  equipment  to 
radio  electronics  in  its  early  infancy,  it 
started  making  variable  resistors,  the 
electronic  components  used  to  control 
volume  in  radios  and  volume  and  color  in 
TV  sets.  On  the  coattails  of  radio,  it 
prospered  even  during  the  Depression. 
The  families  of  some  of  the  engineers 
recruited  by  CTS  during  that  time  still 
control  30%  of  CTS'  stock. 

In  the  early  1960s,  Norm  Weldon 
came  to  CTS  to  do  research  for  his  doc- 
toral thesis  on  capital  allocation.  He  con- 
cluded that  little  CTS  (then  only  $30 
million  in  sales)  should  drop  out  of  the 
semiconductor  field  because  it  simply 
could  not  afford  the  kind  of  research  and 
development  effort  to  be  anything  but  a 
second-tier  company. 


CTS  was  impressed.  In  1964  Weldon 
was  hired  as  director  of  corporate  plan- 
ning, and  one  year  later  CTS  got  out  of 
semiconductors.  Influential  in  shaping 
CTS  almost  from  the  start  of  his  career 
there,  Weldon  used  some  of  his  aca- 
demic theories  to  identify  what  areas 
CTS  could  compete  in  as  profitably  as 
they  had  in  variable  resistors.  Specifical- 
ly, he  considered  only  fields  where  CTS 
could  gain  the  predominant  market 
share  with  only  a  relatively  small  outlay 
of  capital. 

In  Weldon's  first  year  with  the  com- 
pany, a  key  decision  was  made:  to  use 
some  of  the  cash  flow  from  variable  resis- 
tors to  diversify  into  other  electronic 
areas.  Among  the  targets  ultimately  cho- 
sen were  circuitry  for  heart  pacers  and 
hearing  aids;  electronic  components  for 
International  Business  Machines  com- 
puters; quartz  crystals  for  communica- 
tion and  consumer  applications.  Also 


CTS'  Norm  Weldon:  The  record  says 
he's  economist,  biochemist  and  MBA. 
Mainly  he's  a  hard-nosed  operator. 


such  nonelectronic  products  as  plastic 
cabinets  for  audio  equipment  and  TV 
sets  and  metal  shelves  for  K  mart  and 
J.C.  Penney.  Metal  shelves?  Why  not?  It 
was  profitability  Weldon  was  after,  not 
pioneering. 

CTS  boomed  with  the  TV  industry, 
and  in  1966  that  market  contributed  as 
much  as  80%  of  CTS'  profits.  Today, 
while  still  the  most  profitable  single 
part  of  the  business,  TV  accounts  for 
only  about  25%  of  sales  and  30%  of 
profits. 

The  TV  and  electronic  watch  markets 
are  down  right  now — and  it  showed  in 
CTS'  earnings  for  the  first  half:  $1.40  a 
share  vs.  $1.48  a  year  ago.  But  this  was  a 
rather  gentle  decline,  considering  how 
sick  the  TV-set  business  has  been.  A 
good,  part  of  the  slack  has  been  taken  up 
by  orders  for  electronic  components  for 
products  like  IBM's  3033  line  of  comput- 
ers. Indeed,  CTS  is  in  the  process  of 
adding  capacity  to  meet  the  demands  of 
the  data  processing  market.  Also  this 
year  the  1975  acquisition  of  24%  of  the 
stock  of  heart  pacer  manufacturer  Cordis 
Corp.  will  add  to  the  bottom  line  after 
two  unprofitable  years. 

One  market  Weldon  will  be  concen- 
trating on  is  automotive.  Future  cars,  he 
says,  will  be  tuned  electronically  several 
times  a  minute  to  give  maximum  fuel 
efficiency  and  pollution  control.  He  says: 
"The  system  that's  going  to  do  that  is  an 
on-board  computer,  the  microprocessor. 
The  opportunity  for  CTS  isn't  in  semi- 
conductors, but  to  feed  the  microproces- 
sor you  need  sensors,  and  to  act  on  its 
decisions  you  need  actuators."  These 
two  electromechanical  devices  are  simi- 
lar to  the  millions  of  variable  resistors 
CTS  produces  for  the  TV  markets,  and  if 
CTS  can  make  money  selling  to  giants 
like  RCA  and  Zenith,  why  not  to  General 
Motors  and  Ford? 

Weldon,  who  likes  to  talk  in  abstrac- 
tions, refers  to  his  style  of  running  the 
company  as  "strategic  management" — a 
concept  articulated  at  General  Electric 
and  popularized  by  The  Boston  Consult- 
ing Group.  "It's  a  framework,"  he  says, 
"for  duplicating  on  a  corporate  scale  the 
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quality  and  consistency  of  decisions 
nade  by  successful  entrepreneurs.  A 
ramework  for  making  decisions  that 
aximize  long-run  return  on  investment 
Dased  on  concepts  selected  from  eco- 
nomics, finance  and  industrial  psycholo- 
gy." What  it  really  boils  down  to  is  figur- 
ng  out  what  gut  businessmen  do  so  well 
and  emulating  them. 

What  do  gut  businessmen  do  well?  A 
gut  businesman  would  rather  make  mon- 
ey from  steel  shelves  than  lose  money 
and  gain  prestige  by  manufacturing  sec- 
ond-tier semiconductors;  that's  precisely 
why  CTS  went  into  the  steel-shelf  busi- 
ness in  1969  with  the  purchase  of  Keene 
Metal  Products  Inc. 

Applying  his  theories  means  that  Wel- 
don  runs  his  company  like  a  hard-nosed 
businessman.  CTS  locates  plants  in  con- 
servative, rural  areas  like  Swiss  Menno- 
nite  Berne,  Ind.  or  Apostolic  Christian 


communities  like  Fairbury,  111.  Those 
are,  according  to  Weldon,  "work-orient- 
ed cultures."  Even  so,  it's  a  constant 
struggle  to  keep  labor  costs  down,  and 
CTS  has  taken  four  strikes  in  as  many 
years.  When  it  couldn't  reach  an  agree- 
ment at  its  Kentucky  loudspeaker  plant, 
operations  were  closed.  That  hasn't 
made  Weldon  popular  with  the  unions, 
but  when  you  are  producing  several  hun- 
dred million  electronic  components  a 
year  at  an  average  price  of  15  cents,  the 
difference  between  high  profitability  and 
none  at  all  is  only  a  few  tenths  of  a  cent. 

There  are  no  frills  for  anyone  at  CTS. 
Weldon  operates  out  of  spartan  offices 
and  pays  himself  only  $75,000  a  year. 

Despite  its  record,  CTS  has  always 
sold  at  a  comparatively  low  multiple — 
perhaps  because  of  its  cyclically.  At  just 
seven  times  last  year's  earnings  and  only 
a  tiny  premium  over  book  value,  CTS  is 


priced  just  like  a  nuts-and-bolts  stock, 
not  like  a  high-return  growth  stock.  The 
question  remains:  Now  that  its  U.S.  TV 
customers  are  selling  into  highly  saturat- 
ed markets  and  the  Japanese  are  again 
trying  to  enter  CTS'  resistor  territory, 
can  Weldon  come  up  with  enough  new 
markets  to  sustain  CTS'  profitability? 

Weldon's  answer  to  doubters  is  that 
they  don't  understand  CTS,  that  its  real 
success  is  not  due  to  its  ties  to  the  TV 
industry  but  to  its  ability  to  make  build- 
ing-block items  cheaply  and  reliably — a 
skill  for  which  there  is  always  a  market. 
"We  don't  have  the  [investment]  appeal 
of  a  Hewlett-Packard  or  a  Texas  Instru- 
ments," he  says,  "companies  that  create 
entirely  new  products."  He  adds:  "What 
we  do  is  find  new  ways  to  perform  func- 
tions inside  those  products" — implying 
that  he  is  perfectly  content  to  take  the 
cash  and  let  the  credit  go.  ■ 


House  Calls  Are  Back  Again 


In  the  era  of  the  $200-a-day  hospital  bed,  home  health  care  bids  to 
be  a  $2-billion  market — with  a  lot  of  competition. 


When  94-year-old  Jenny  Nelson  broke 
her  hip  last  November,  her  doctor  ad- 
vised her  to  enter  a  nursing  home  after 
she  got  out  of  the  hospital.  But  the  feisty 
Irish  immigrant  would  have  none  of  it. 
"I've  lived  in  my  neighborhood  for  over 
50  years,"  she  says  tartly,  "and  I  didn't 
like  the  idea  of  moving  one  bit."  The 
solution:  Mrs.  Nelson  gets  medical  care 
in  her  New  York  apartment  from  the 
local  Visiting  Nurse  Association,  plus 
daily  visits  from  a  VNA-trained  attendant 
to  help  her  with  housework.  The  VNA 
figures  Mrs.  Nelson's  care — covered  by 
Medicaid — has  cost  around  $3,000  in  the 
last  nine  months;  a  nursing  home  would 
have  cost  up  to  $10,000. 

With  hospital  and  nursing-home  costs 
soaring  out  of  sight,  home  health  care 
has  become  an  increasingly  attractive  al- 
ternative, not  only  for  free  spirits  like 
Mrs.  Nelson,  but  for  the  third  parties 
(Medicare,  Medicaid,  Blue  Cross,  pri- 
vate health  insurers)  who  foot  the  bill;  a 
congressional  study  estimates  between 
20%  and  40%  of  nursing-home  patients 
alone  could  be  cared  for  at  home. 

The  home  health  market  has  already 
reached  the  $l-billion-to-$2-billion  lev- 
el, according  to  Thomas  Mader  of  the 
Business  Intelligence  Program  at  Stan- 
ford Besearch  Institute,  and  will  grow  at 
25%  a  year  until  1980.  A  rising  percent- 
age of  that  market — now  about  20% — is 
going  to  private  industry. 

The  biggest:  Homemakers  Upjohn,  a 
subsidiary  of  Upjohn  Co.,  which  has 
grown  from  37  offices  in  1969  to  over  220 
today.  Another:  Kelly  Services  (the  Kelly 

FORBES,  SEPTEMBER  1,  1977 


Girl  people),  which  has  40  offices  and  is 
expanding  at  the  rate  of  between  two  and 
three  per  month.  Kelly  competitors 
Western  Temporary  Services  and  Man- 
power Inc.  are  into  home  care  too. 

The  for-profit  companies'  invasion  has 
dismayed  many  of  oldtime  nonprofit 
professionals.  The  VNA  claims  the  "pro- 
prietaries" provide  merely  low-skilled 
"homemaker  home  health  aides"  for  jobs 
like  cleaning  and  cooking.  By  contrast, 
says  Joan  Caserta,  director  of  the  Divi- 
sion of  Home  Health  Agencies  at  the 
National  League  for  Nursing,  most  local 
VNAs  send  trained  $10,000-to-$15,000- 
a-year  public  health  nurses  around  to 
visit  patients  and  assess  their  need  for 
physical  therapy  and  nursing  care.  "The 
proprietaries  aren't  set  up  to  do  that," 
says  Caserta.  "They  have  a  150-aide  staff, 
and  one  supervising  nurse,  who  couldn't 
possibly  visit  every  home." 

The  proprietaries  retort  they  can  do 
the  same  job  the  nonprofit  agencies  do — 
and  more  cheaply  and  efficiently. 

The  federal  government  forbids  pro- 
prietaries from  participating  in  the 
Medicare  and  Medicaid  programs  unless 
licensed  to  do  so  by  the  states;  so  far, 
only  20  states  have  allowed  it.  In  the 
other  30  states,  the  proprietaries  have  to 
settle  for  dominating  the  private-pay 
market — services  like  cleaning  and  shop- 
ping. The  "nonprofits"  control  the  gov- 
ernment-financed market  in  those  states, 
but  even  they  often  subcontract  to  the 
efficient  proprietaries  for  low-skill  aides. 

The  proprietaries  have  been  dogged 
by  the  well-publicized  scandals  involving 


proprietary  nursing  homes.  In  t  fact, 
home  health  care  has  already  hacf  scan- 
dals of  its  own.  One  California  propri- 
etary agency,  for  example,  billed  Medi- 
care for  two  Mercedes  450  SLs  and 
hamburgers  for  the  owner's  dog. 

So  Washington  is  keeping  a  watchful 
eye  on  the  whole  industry;  and  some 
bureaucrats  fear  liberalizing  government 
payment  rules  will  simply  wind  up  add- 
ing to  the  total  U.S.  health  bill.  Why? 
Home  health  care  is  admittedly  cheaper 
per  patient  than  hospital  or  nursing 
home  care  they  say,  but  it  may  not  put 
much  of  a  dent  in  the  number  of  people 
in  such  institutions.  Beason:  Most  health 
professionals  are  oriented  toward  institu- 
tional care;  in  most  cases  it's  in  a  doctor's 
best  interest  to  keep  the  hospital  full 
where  he  practices.  "There  is  at  least  a 
constructive  conspiracy,"  sighs  Hadley 
Hall,  director  of  The  San  Francisco 
Home  Health  Service,  "to  keep  institu- 
tional beds  full  in  this  country."  But 
despite  these  doubts,  Washington  is  fair- 
ly excited  about  home  health  care.  A 
number  of  bills  in  Congress  would  put  a 
lid  on  skyrocketing  health  costs;  all  of 
them  envision  a  bigger  role  for  home 
care.  In  fact,  they  "virtually  mandate 
that  hospitals  get  into  home  health  care," 
says  Karen  Bak,  editor  of  a  newsletter  on 
the  home-care  industry  called  Home 
Health  Line.  "If  those  proposals  go 
through,  you  will  see  hospitals  come 
banging  into  home  health,  and  probably 
a  good  half  of  the  nonprofit  agencies  will 
go  out  of  business.  But  they  don't  know 
it  yet."  ■ 


27 


Roy  Huffington: 
Life  Begins  At  50 

You  probably  never  heard  of  Huffco;  but 
a  decade  ago  few  people  knew  of 
Occidental  Petroleum.  Roy  Huffington  is 
starting  to  loom  large  in  the  energy  business. 


By  JAMES  FLANIGAN 

About  $6  million  worth  of  liquefied  natu- 
ral gas  left  Indonesia  early  last  month  in 
a  $100-million  LNG  tanker  bound  for 
Japan,  the  first  installment  on  a  21-year 
supply  contract.  The  buyers:  four  Japa- 
nese utilities  plus  Nippon  Steel.  The 
seller:  Pertamina,  the  Indonesian  state 
petroleum  company.  Some  $680  million 
of  Japanese  government  and  private  fi- 
nancing went  into  the  gas  liquefying 
plant  at  Bontang  Bay,  Indonesia;  the  six 
liquefied  natural  gas  tankers  that  will  ply 
the  route  from  Bontang  Bay  to  Nagoya, 
Osaka,  Himeji  and  Kitakyushu,  Japan 
are  from  General  Dynamics,  built  in 
Quincy,  Mass.,  with  the  help  of  subsi- 
dies from  the  U.S.  government.  Over 
the  life  of  the  contract  Japan  will  pay 
some  $8.8  billion,  including  transporta- 
tion costs,  for  the  natural  gas. 

That's  the  way  the  energy  business  is 
these  days:  horrifying  amounts  of  mon- 
ey, projects  of  great  technical  and  finan- 
cial complexity,  deals  made  not  so  much 
between  business  people  as  between 
governments.  The  day  of  the  old-fash- 
ioned wildcatter  would  seem  to  be  over 
indeed.  Or  are  they?  At  the  center  of  the 
whole  Indonesian-Japanese  LNG  deal 
stands  just  such  an  oil  prospector,  a  ge- 
ologist from  Houston  named  Roy  Mi- 
chael Huffington. 

Huffington  is  the  majority  shareholder 
of  Roy  M.  Huffington  Inc.  (Huffco),  a 
private  oil  and  gas  exploring  and  produc- 
ing company  that  has  hit  the  jackpot  with 
natural  gas  in  Indonesia.  Huffington  has 
a  PhD  in  geology  from  Harvard.  In  1956 
he  left  a  good  job  as  chief  geologist  for 
the  Gulf  Coast  division  of  Humble  Oil  & 
Refining  Co.  (now  Exxon  U.S.A.)  and  set 
up  on  his  own  in  the  chancy  business  of 
oil  prospecting. 

By  1968  he  had  won  a  reputation  as  a 
very  careful  and  knowledgeable  geolo- 


gist, with  a  good  percentage  of 
successes  in  the  wells  he 
drilled  for  investors'  drilling 
programs.  A  decent  but  not 
spectacular  business. 

Today  Huffington,  nearing 
his  60th  birthday,  is  fired  up 
with  the  dream  of  building  a 
great  company  from  the  base  of 
the  Indonesian  gas  project  into 
which  he  and  his  company  have  poured 
over  $300  million  of  other  people's  mon- 
ey, while  remaining  as  operator  of  the 
project  and  an  independent  company. 
From  Indonesia,  Huffco  faces  over  two 
decades  of  $12-million  pretax  income  a 
year — rising  as  the  contract  progresses — 
from  that  project,  on  annual  revenues  of 
only  some  $20  million  to  $30  million. 
Having  come  so  far  from  nothing,  it  is 
not  surprising  that  Huffington  is  enthusi- 
astic: "We  can  double,  triple,  quadruple 
our  size,"  he  says.  "There  is  more  oppor- 
tunity for  a  company  our  size  than  for 
some  of  the  majors.  "  Adds  an  associate, 
"We  are  today  where  Oxy  [Occidental 
Petroleum]  was  in  1956  when  [Armand] 
Hammer  had  only  some  gas  fields  in 
California;  we're  where  Tenneco  was 
when  Gardiner  Symonds  started  to  di- 
versify the  gas  transmission  company." 

How  Huffington  got  from  nine  years 
ago  to  today  is  a  business  story  worth  the 
telling.  In  1968  Huffington  listened  to  a 
suggestion  from  a  retired  Army  general 
named  Arch  Sproul — whose  company, 
Virginia  International,  had  an  association 
with  Columbia  Gas  System.  Sproul  sug- 
gested that  Huffington  take  a  look  at 
Indonesia.  The  terrain  of  Kalimantan  Is- 
land, with  a  major  river  called  Mahakam 
running  through  it,  resembles  that  of 
southern  Louisiana,  a  major  gas-bearing 
area.  Huffington  liked  what  he  saw,  and 
he  and  Sproul  signed  a  30-year  produc- 
tion-sharing contract  with  Pertamina. 

The  production-sharing  contract  was  a 


Roy  Huffington,  Oilman:  After  nine 
years  of  effort,  this  Texan  is  about 
to  share  in  a  $  1 . 5-billion  bonanza. 


then-new  wrinkle  in  producing  coun- 
tries' relations  with  resource  developers. 
The  Indonesian  state  company  retained 
management  of  any  project.  The  devel- 
opers paid  all  the  costs,  and  after  costs 
were  recovered  through  production,  the 
split  of  gas  or  oil  was  65%  to  Indonesia, 
35%  to  the  developers.  In  1968  terms 
like  those — leaving  management  and  the 
lion's  share  of  production  to  the  host 
country — were  threatening  to  the  major 
oil  companies,  opening  a  way  for  inde- 
pendents like  Huffington.  So  Huffington 
and  Sproul  got  the  right  to  explore  4,870 
square  miles  of  Indonesian  jungle. 

Immediately  they  took  in  partners, 
with  Huffington  willing,  of  necessity,  to 
give  up  shares  in  the  project  but  not 
the  right  to  be  project  operator  nor  any 
part  of  his  company,  Huffco.  Allied 
Chemical's  Union  Texas  Far  East  Co. 
came  in  for  35%  of  the  Huffington- 
Virginia  International  (Vico)  joint  ven- 
ture; Ultramar,  a  smallish  British  oil 
company  with  U.S.  and  Canadian  arms, 
took  35%.  Houston-based  Austral  Oil, 
run  by  C.  Wardell  Leisk,  a  friend  of 
Huffington's,  took  10%. 

This  left  Huffco  and  Vico  with  10% 
each;  but  each  retained  a  1%  overriding 
royalty  in  all  production,  which,  upon 
conversion,  could  ultimately  bring  them 
20%  shares  in  the  joint  venture  by  re- 
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ducing  the  shares  of  the  others.  It  was  a 
way  of  saving  the  original  partners  from 
having  to  put  up  quite  so  much  money 
during  exploration  and  development. 
Vico  later  split  its  share  with  Universe 
[jTank  Ships,  one  of  the  companies  owned 
by  America's  most  savvy  and  secretive 
|  entrepreneur,  Daniel  K.  Ludwig.  No- 
tice: No  major  oil  companies.  None. 

"The  major  companies  wanted  80%  of 
j  the  entire  deal,"  says  Roy  Huffington. 
i  "We  wanted  no  one  having  majority  con- 
trol of  the  project.  If  the  majors  didn't 
like  what  you  wanted  to  do,  they  just 
didn't  put  up  the  money  and  that,  they 
thought,  would  stop  you."  It  did  not  stop 
Huffington,  a  hard,  lean  Texan  from 
Tomball,  north  of  Houston,  who  worked 
to  put  himself  through  Southern  Meth- 
odist University  and  then  Harvard.  (His 
father,  at  37,  was  killed  in  the  South 
American  jungle  by  a  poison  dart  while 
„  searching  for  oil  for  Gulf.) 

Huffco  explored  the  jungle  and 
brought  equipment  into  the  remote 
area.  In  November  1971  the  first  ex- 
ploratory well  was  drilled  and  hit  it  rich. 
A  major  gas  reservoir  had  been  tapped. 
The  Dallas-based  independent  petro- 
leum engineers  DeGolyer  &  Mac- 
Naughton  were  later  to  estimate  the  re- 
coverable reserves  of  the  field,  called 
Badak,  at  at  least  3.6  trillion  cubic  feet  of 
natural  gas,  44  million  barrels  of  gas 
liquids  and  14  million  barrels  of  oil. 

All  that  Huffington  needed  was  his 
share  of  the  money  for  further  drilling  and 
development.  Now  he  had  to  give  up  some 
of  his  company;  his  original  partner,  Vico, 
went  public  to  get  its  share. 

Huffington  turned  to  another  old  ac- 
quaintance in  Houston,  Charles  Honig, 
chairman  of  Alaska  Interstate  Co. ,  which 


around,  Alaska  Interstate — following  a 
deficit  in  1973 — was  selling  at  $8.  It 
would  have  taken  3,125,000  shares  of 
AKI  to  purchase  Huffco — just  about 
equal  to  the  total  AKI  stock  then  out- 
standing. Huffington  would  have  wound 
up  controlling  Alaska  Interstate.  So  AKI 
in  December  1974  took  the  second  of  its 
options  and  exchanged  its  junior  partner- 
ship in  Huffington's  share  of  the  joint 
venture  for  another  25%  of  Huffco,  giv- 
ing it  35%. 

Meanwhile,  things  were  bubbling 
along  in  Indonesia.  That  country's  devel- 
oping economy  could  not  immediately 
make  as  efficient  use  of  natural  gas  as 
could  the  highly  developed  economy  of 


$15  million  immediately  and  committed 
to  increasing  that  to  $30  million  with  the 
help  of  other  banks.  The  outstanding 
credit  today  is  $25  million,  partly  be- 
cause Huffington  lost  another  sliver  of 
his  joint  venture  through  a  successful 
suit  by  an  old  oil-drilling  partner  of  his 
who  wanted  in  on  the  bonanza. 

How  much  of  a  bonanza  is  it?  At  least 
$70-million  annual  pretax  profits  to  the 
partners  from  the  very  first  from  natural 
gas  alone,  including  $10  million  for 
Huffco.  Over  the  21  years  of  the  con- 
tract, total  profits  to  all  parties  should  be 
$1.5  billion,  and,  Roy  Huffington  hopes, 
the  making  of  his  future  great  company. 
Provided,   of  course,    that  everything 


.  .'We  are  today  where  Occidental  Petroleum  was  in  1956, 
when  Armand  Hammer  had  only  some  gas  fields  in  California; 
we're  where  Tenneco  was  when  Gardiner  Symonds  started  to 
diversify  the  gas  transmission  company'  .  . ." 


Japan,  1,300  miles  away.  Huffington  and 
Pertamina  conceived  a  plan:  If  the  Indo- 
nesian state  could  enter  into  an  agree- 
ment with  Japan  to  supply  its  electrical 
and  industrial  companies  with  LNG,  the 
Japanese  could  finance  the  expensive  liq- 
uefaction plant.  Bechtel  would  build  it, 
with  Pertamina  and  Huffco  managing  the 
project. 

The  agreement  with  the  Japanese 
companies  was  signed  in  October  1973 
when  all  hell  was  breaking  loose  in  the 
Middle  East,  Japan's  principal  source  of 
energy  supply.  With  escalation  since  the 
original  agreement,  Japan  is  paying 
roughly  $2.70  per  million  British  ther- 
mal units  of  gas  energy  (just  over  a  thou- 


". . .  In  1968  terms  like  those— leaving  management  and  the 
lion's  share  of  production  to  the  host  country — 
were  threatening  to  the  major  oil  companies,  opening  a 
way  for  independents  like  Huffington  .  . ." 


owns  a  gas  pipeline  and  distribution 
company  in  Alaska  as  well  as  other  petro- 
leum and  equipment  interests  in  the 
Lower  48.  AKI  in  December  bought 
10%  of  Huffco  for  $1  million  and  made  a 
commitment  to  supply  $8  million  more 
for  the  Indonesian  project.  In  return  for 
that  commitment  Huffington  made  AKI 
a  limited  partner  in  his  share  of  the  joint 
venture,  but  also  gave  the  company 
three  options,  one  of  them  being  the 
right  within  three  years  to  buy  all  the 
stock  of  Huffco  for  500,000  AKI  shares, 
so  long  as  those  shares  equaled  $25  mil- 
lion in  market  value.  When  it  took  the 
option  AKI  was  selling  at  only  $21;  to 
buy  all  of  Huffco  for  500,000  shares,  the 
stock  would  have  to  go  to  $50. 

It  didn't.  When  December  1974  rolled 


sand  cubic  feet) — a  cheaper  price  than 
for  any  U.S.  LNG  supply,  reflecting  Ja- 
pan's relative  proximity  to  supply. 

Come  the  end  of  1974  then,  Huffing- 
ton still  needed  money  to  complete  de- 
velopment of  the  gas  field.  He  went  first 
to  his  bank  in  Houston,  the  First  City 
National. 

Now  Houston  is  a  town  built  on  ener- 
gy. It  may  not  have  invented  oil  and  gas 
lending,  but  it  sure  understands  it.  Yet 
the  First  City  was  hesitant.  This  was 
Indonesia,  after  all.  "Is  it  safe?"  the 
bank,  in  effect,  asked  Huffington.  He 
caught  the  next  plane  to  New  York  and 
went  to  Morgan  Guaranty. 

The  Morgan  people,  says  one  Huffco 
executive,  are  "less  pusillanimous  than 
many  bankers."  They  lent  Huffington 


goes  on  schedule.  Indonesia  is  taking  a 
much  larger  percentage  of  the  oil  rev- 
enues than  agreed  upon  originally,  but  it 
hasn't  disturbed  contractual  agreements 
on  the  gas.  A  scheduled  expansion  of  the 
Badak  field  and  additions  to  the  LNG 
facility,  good  things  for  Indonesia,  might 
help  keep  the  gas  deal  intact. 

With  expansion  of  the  already  rich 
Badak  field  on  his  plate,  Huffington 
wants  to  strike  a  similar  development 
deal  with  another  country.  Or  perhaps 
build  or  acquire  more  of  a  presence  in 
the  U.S.  He  has  no  plans  to  go  public, 
although  Alaska  Interstate — which  last 
July  acquired  Vico — has  the  right  to  reg- 
ister its  stock  and  take  Huffco  public. 

Currently,  Huffington  is  attending  the 
Advanced  Management  Program  at  the 
Harvard  Business  School.  "No  point  in 
trying  to  pocket  a  few  dollars  and  say  I'm 
retired,"  he  says.  He  has  great  affection 
and  respect  for  Harvard,  sends  his  key 
executives — to  whom  he  has  begun  to 
sell  a  few  shares  of  Huffco  stock — to  its 
management  programs.  "I  want  to  devel- 
op our  management  team,"  he  says, 
musing  on  his  ambitions  to  play  a  big 
role  on  the  energy  stage. 

"It's  good  to  peel  back  the  old 
earth,"  he  says,  "and  see  the  history  of 
the  world.  Our  lifetimes  are  but  a  frac- 
tion of  a  second.  ..."  He  goes  on: 
"Everyone  we've  employed  has  just 
been  through  nine  years  of  100%  effort 
and  is  very  enthusiastic.  There  are  op- 
portunities in  a  small  group  like  ours. 
Individuals  can  have  as  much  growth  as 
they  can  stand.  Whether  I'm  present  or 
gone,  the  company  will  be  an  ongoing 
thing.  ..." 

Huffington's  son,  R.  Michael  Huffing- 
ton Jr.,  almost  30,  is  working  for  the 
company.  Remember  the  name — Huff- 
co. You'll  be  hearing  more  about  it.  ■ 
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The 

U.S.'  Newest 
Glamour  Job 


Would  you  want  your 
daughter  to  marry  an 
accountant?  (Or  to  be- 
come one?)  Read  on 
before  you  answer  that 
question  in  the  negative. 


By  LAWRENCE  MINARD 
and  BRIAN  McGLYNN 

Well  below  rock  stars  and  sex  symbols 
in  earning  power  but  well  above  the 
typical  corporation  president  stand  the 
nation's  top  professionals — doctors  and 
lawyers — thousands  of  whom  earn  up- 
wards of  $100,000  a  year.  These  wealthy 
professionals  are  in  many  ways  the  eco- 
nomic aristocrats  of  our  affluent  society. 
They  have  far  more  security  and  inde- 
pendence than  a  high-paid  corporate  ex- 
ecutive and  a  far  longer  career  span  than 
most  entertainers  or  sports  figures. 

Now  add  to  this  elite  professional 
group  the  certified  public  accountants. 
Their  business  is  growing  by  leaps  and 
bounds,  and  their  earning  power  now 
equals  that  of  lawyers  and  is  approaching 
that  of  physicians.  Arthur  Andersen  & 
Co.,  one  of  the  Big  Eight  accounting 
firms,  has  104  upper-level  partners 
whose  average  earnings  last  year  were 
$178,000.  As  Price  Waterhouse  &  Co.'s 
number  three  partner,  Walter  M.  Baird 
earned  upward  of  $300,000  last  year. 
Arthur  Andersen's  top  partner,  Harvey 
Kapnick  made  over  $410,000;  and  young 
staffers  at  Peat,  Marwick,  Mitchell  &  Co. 
understand  that  their  firm's  leading  part- 
ner earns  far  more  than  Kapnick.  (By 
contrast,  a  typical  salary  for  the  chief 
executive  of  a  $l-billion  company  is  in 
the  $250,000  range.) 


What  is  happening  is  clear  enough  in 
Adam  Smith  terms.  The  demand  for  ac- 
counting services  is  expanding  faster 
than  the  supply.  It  is  not,  of  course, 
"natural'  demand  in  the  sense  that  peo- 
ple icant  more  bookkeeping.  It  is  manu- 
factured demand  created  by  laws  and 
regulations  in  a  society  which  seems  to 
feel  it  can  cure  all  human  ills  simply  by 
passing  laws  and  regulations — happiness 


"Suddenly  students  see  accounting  as 
glamorous,  sexy.  Many  of  our  best  stu- 
dents, who  would  have  gone  to  law 
school  a  couple  years  ago,  are  now 
going  into  public  accounting."  At  scores 
of  schools  around  the  country,  getting 
into  accounting  courses  is  tougher  than 
seeing  Star  Wars  on  a  Saturday  night. 
To  cut  down  the  waiting  lists  for  its 
accounting  classes,  the  State  University 


". . .  'The  Lawyers'  and  CPAs'  Full  Employment 
Bill/  says  President  Carter's  campaign  CPA, 
Richard  M.  Harden,  of  the  1974  Campaign  Reform 
Act.  He  was  only  half  joking  . . ." 


through  red  tape.  Every  year  fewer  and 
fewer  Americans  are  even  trying  to  do 
their  own  income  taxes.  Every  year  addi- 
tional requirements  are  laid  on  to  busi- 
ness for  record  keeping  and  disclosure. 
For  example,  right  now  pressure  is 
building  to  force  public  companies  to 
issue  CPA-approved  quarterly  financial 
statements,  in  addition  to  their  annual 
reports. 

None  of  this  has  been  lost  on  the  more 
alert  of  today's  college  students.  Listen 
to  Dr.  Anelise  N.  Mosich,  chairman  of 
the  accounting  department  at  the  Uni- 
versity of  Southern  California: 


of  New  York/Buffalo  recently  raised 
grade-point  averages  required  of  new 
accounting  majors  from  2.5  to  3.0. 
Nevertheless,  the  students  are  still 
clamoring  for  courses. 

This  year  U.S.  universities  and  col- 
leges will  award  some  44, 100  under- 
graduate and  5,500  graduate  degrees  in 
accounting.  This  is  more  than  double 
the  number  of  accounting  diplomas 
awarded  in  1970.  Since  1963  the  ac- 
counting masters  has  grown  at  nearly 
the  clip  of  the  red-hot  MBA  (Forbes, 
Mar.  1).  Of  course,  a  degree  does  not 
make  a  student  a  CPA.  To  win  that 
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distinction,  students  must  pass  the  na- 
tional uniform  Certified  Public  Accoun- 
tants examination — a  grueling  three-day 
affair  failed  by  many  takers  on  their 
Erst  try.  Thanks  to  this  examination, 
ithe  CPAs'  ranks  are  growing  by  only 


backgrounds.  They  are  not  necessarily 
CPAs,  though  many  are. 

Never  before  have  so  many  CPAs  had 
it  so  good.  In  1955  Big  Eight  firms  paid 
bright  college  graduates  $3,000  to  start, 
vs.  $13,000  and  up  today.  Even  adjusted 


i'. .  .  Never  before  have  so  many  CPAs  had  it  so  good. 
Even  adjusted  for  inflation,  the  typical  CPA's  in- 
icome  has  more  than  doubled  over  the  last  20  years  . . .' 


about  10,000  or  so  annually. 

There  are  about  180,000  CPAs,  rough- 
fly  one  for  every  two  lawyers — but  with 
i  lawyers  no  longer  in  hot  demand,  the 
gap  is  beginning  to  close.  About  90,000 
feccountants  are  in  private  practice, 
Spread  across  23,500  firms.  Over  16,000 
fcf  these  are  one-partner  outfits;  another 
13,700  firms  have  fewer  than  ten  part- 
tiers.  As  a  rule  of  thumb,  these  small- 
firm  partners  make  the  least:  around 
B35,000  a  year  on  average,  about  the 
fame  as  small-firm  lawyers.  But  there 
lire  exceptions:  Sadao  Nishihama  and 
IGlen  Kishida,  two  hustling  young  CPAs 
In  Honolulu,  are  reportedly  making  well 
pver  $100,000  each  from  advising  Far 
Eastern  clients  looking  to  do  business 
pith  the  U.S. 

Next  come  400  firms  employing  from 
pen  to  50  partners.  Most  are  local  prac- 
tices, but  also  in  the  group  are  a  few 
ihigh-quality  partnerships  just  starting  to 
develop  national  practices.  An  example 
lis  Manhattan's  Oppenheim,  Appel,  Dix- 
bn  &  Co.  It  has  six  offices  and  hopes  to 
double  that  in  five  years.  Oppenheim's 
10  partners  earn  an  average  of  around 
8100,000  a  year. 

Finally  there  are  35  giant  firms  with 
pver  50  partners.  These  are  the  national 
and  multinational  firms  charging  hun- 
dreds of  thousands,  often  millions,  of 
[dollars  to  service  the  nation's  largest  en- 
terprises. Overshadowing  this  group  are 
die  Big  Eight  firms,  grossing  over  $2 
pillion  among  them.  It  is  in  these  firms 
j'hat  CPAs  can  make  top  dollar.  For  ex- 
ij ample:  Arthur  Andersen  &  Co.'s  1,025 
]  partners  averaged  nearly  $100,000  last 
bear;  Price  Waterhouse's  374  U.S.  part- 
ners averaged  $131,000. 

Of  the  90,000  CPAs  who  don't  practice 
liiwblic  accounting,  about  25,000  work  in 
ij:he  public  sector.  They  analyze  local  rev- 
enue bonds,  help  politicians  negotiate 
iiabor  contracts  and  reorganize  the  feder- 
al bureaucracy.  Average  pay:  probably 
over  $20,000. 

The  occasional  CPA  rises  above  his 
I  specialty  and  becomes  a  corporate  trea- 
surer, chief  financial  officer,  even  chief 
executive  officer.  As  chief  executive  of 
Chrysler,  CPA  John  J.  Biccardo  earned 
18700,066  last  year. 

Of  the  U.S.'  800  highest-paid  chief 
executives,    over  20%   boast  financial 


for  inflation,  the  typical  CPA's  income 
has  probably  more  than  doubled  over 
the  last  20  years. 

Ours  is  daily  becoming  a  more  com- 
plex society  requiring  more  and  more 
specialists — and  new  kinds  of  special- 
ists. In  such  a  situation,  the  CPA  is 
exalted  as  far  above  the  old-fashioned 


bookkeeper  in  a  green  eyeshade  as  a 
surgeon  or  psychiatrist  is  exalted  above 
the  old-fashioned  country  doctor  with  a 
battered  bag. 

Many  small  businessmen — owners  of 
clothing  stores,  say,  or  used-car  lots — 
cannot  afford  a  full-time  comptroller, 
even  though  they  often  require  the  ser- 
vices of  one  as  they  face  a  paperwork 
maze  growing  daily  more  baffling.  For 
example:  The  Department  of  Labor  and 
the  Internal  Bevenue  Service  now  re- 
quire companies  to  file  annually  25-page 
reports  on  their  pension  and  profit-shar- 
ing plans.  To  guide  them  through  pen- 
sion reports,  withholding  tax  forms,  So- 
cial Security  deductions  and  the  like, 
they  turn  to  CPAs  in  desperation  for 
knowledgeable  financial  advice  available 
by  the  hour,  not  the  year. 

"Almost  without  fail  my  clients  ask  me 
two  questions,"  says  Barry  E.  Wagman, 


Boss  At  37 

Twenty-one  years  ago,  fresh  out  of 
Michigan  State  University,  Bussell  E. 
Palmer  took  a  job  in  the  Big  Eight  ac- 
counting firm  Touche  Boss'  Detroit  of- 
fice. T  thought  I'd  make  a  little  money 
and  go  to  law  school,''  the  trim,  fair- 
haired  CPA  recalls.  Just  16  years  later,  at 
37,  he  became  the  firm's  managing  part- 
ner at  a  salary  of  around  $300,000  a  year. 

Bussell  Palmer's  success  is  one  reason 
why  bright  students  are  jamming  ac- 
counting classrooms  today.  Obviously, 
the  accounting  profession  can  be  a  very, 
very  fast  track  to  high  pay  and  heady 
responsibility.  Of  800  top-paid  chief  ex- 
ecutives, only  15  are  younger  than  Palm- 
er (Forbes,  May  15). 

A  glorified  bookkeeper?  Not  exactly. 
"I  am  the  chief  executive  of  a  big  [world- 
wide fees:  $400  million]  company," 
Palmer  says.  "I  do  the  things  any  chief 
executive  officer  should  do." 

One  of  those  things  is  keeping  clients 
happy.  Palmer  spends  a  good  deal  of  his 
time  maintaining  smooth-as-possible  re- 
lations between  clients  and  the  Touche 
Boss  partners  and  staffers  working  for 
those  clients.  Another  thing  is  rounding 
up  new  business,  and  in  public  account- 
ing this  is  no  easy  trick. 

For  example,  the  American  Institute 
of  Certified  Public  Accountants'  code  of 
ethics  includes  the  tough  Bule  401  that 
prohibits  "encroachment."  It  says  CPA 
firms  must  not  approach  a  prospective 
client.  The  firm  must  wait  for  the  client 
to  approach  it. 

So  Palmer  keeps  himself  approachable 
by  maintaining  a  high  profile  within  the 
business  community.  He  spends  long 
hours  working  as  a  board  member  of  some 
11  community  organizations,  including 
the  United  Fund,  Business  Committee 


for  the  Arts,  and  the  Committee  for  Eco- 
nomic Development.  He  frequents  the 
clubs  (including  the  Field  Club  of  Green- 
wich, Conn.,  Philadelphia's  Merion 
Cricket  and  the  Links  Club  of  New  York 
City)  to  mingle  with  men  running  the 
large  corporations  that  require  more  and 
more  of  CPA  firms'  time.  "You  have  to  be 
visible  to  the  outside  world,"  says  Palm- 
er. Apparently  this  works:  Touche  Boss' 
revenues  have  doubled  in  his  five  years  as 
chief  executive. 


Fast  Track:  Only  43, 
Russell  Palmer  has  been  at 
the  top  for  five  years. 
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31,  a  $75-per-hour  Beverly  Hills  CPA 
whose  clients  are  mostly  self-employed, 
incorporated  professionals.  "They  ask: 
Should  I  buy  or  lease?'  and:  'To  retire  in 
so  many  years  with  a  given  income,  how 
much  must  I  save  or  invest?' 

"The  second  question,"  Wagman  con- 
tinues, "is  just  a  time-interest-money 
problem.  I  pull  out  my  HP-22  [pocket 
calculator],  punch  in  the  variables  and 
give  the  client  an  answer  in  15  seconds. 
On  that  $160  tool  I  have  made  several 
thousand  dollars." 

Wagman  is  making  a  serious  point.  In 
a  society  where  there  are  Keogh  Plans, 
Individual  Retirement  Accounts,  tax- 
sheltered  preferred  stocks  and  unshel- 


tered municipal  bonds,  where  over  the 
years  the  difference  between  buying  and 
leasing  cars  and  offices  may  amount  to  a 
year's  college  tuition  for  a  client's  child — 
in  such  a  society  even  the  working-class 
people  suffer  from  a  staggering  array  of 
financial  headaches.  People  turn  to 
CPAs  for  relief  from  these  problems  just 
as  they  turn  to  doctors  for  relief  from 
migraine  headaches. 

People  sometimes  even  turn  to  CPAs 
to  relieve  symptoms  of  fear  and  guilt.  "I 
was  afraid  to  take  all  the  [income  tax] 
deductions  this  accountant  told  me  he 
would,"  says  a  bright  young  Macy's  buy- 
er explaining  why  she  no  longer  prepares 
her  own  tax  returns.  "And  he  did."  The 


tax  savings  that  resulted  from  his  work 
more  than  paid  the  CPA  s  fee. 

A  Long  Island  CPA's  small  business- 
man client  fretted  over  the  length  of 
time  an  Internal  Revenue  Service  field 
agent  was  taking  to  audit  his  inventory. 
He  called  in  his  accountant  who  noticed 
the  agent  wore  heavy  wool  suits.  At  $60- 
an-hour,  the  CPA  advised  his  client  to 
turn  the  thermostat  up  full.  The  rest  of 
the  audit  went  quickly  and  smoothly. 

The  above  are  voluntary  uses  of  CPAs. 
But  publicly  owned  companies  hire 
CPAs  because  the  1933  and  1934  Securi- 
ties acts  require  them  to.  As  our  open 
society  has  evolved,  the  roster  of  what 
managements  must  disclose — and  CPAs 


Room  At  The  Top 


Of  the  Big  Eight  firms'  4,448  partners, 
only  17  are  women  and  fewer  than  15  are 
black.  You  can  condemn  this  as  evidence 
of  past  discrimination,  but  you  can  also 
look  at  it  in  another  way:  As  a  tremen- 
dous opportunity  for  women  and  for 
blacks  who  want  a  chance  to  move  ahead 
fast  in  a  growing  industry.  Most  account- 
ing firms  now  want  to  make  up  for  past 
discrimination. 

What's  it  like  to  be  a  black  who  makes 
it  big  in  accounting?  Listen  to  William 


Fighter:  For  William  Aiken, 
the  way  up  was  to  start  his 
own  firm. 


Aiken,  43,  an  ex-Marine:  "I  was  raised  in 
Harlem.  On  my  block  there  were  lots  of 
beautiful,  brilliant,  wise  people,  most  of 
whom  had  gone  maybe  through  the 
ninth  grade.  My  going  to  college?  It 
never  came  up." 

The  GI  Bill  helped  Aiken  win  an  ac- 
counting degree  at  night  from  the  City 
College  of  New  York,  and  he  earned  an 
MBA  from  Baruch  College.  Then  Aiken 
pounded  a  lot  of  pavement  trying  to  get 
into  a  Big  Eight  firm.  "People  told  me 
[the  Big  Eight]  just  wouldn't  hire  blacks, 
that  it  was  a  waste  of  time  applying.  The 
first  three  firms  bore  that  out."  But  he 
persisted,  and  Arthur  Young  &  Co.  final- 
ly hired  him  in  1967. 

In  1972,  together  with  two  other  black 
CPAs,  Aiken  opened  his  own  mid-Man- 
hattan firm.  Being  his  own  boss,  he  says, 
means  long  hours  and  many  frustrations. 
But  thanks  to  government  contracts  (for 
example,  auditing  for  various  New  York 
City  Human  Resources  Administration 
programs),  and  to  the  commercial  bank 
loan  officers'  habit  of  referring  black 
businessmen  to  black  accountants,  Ai- 
ken's firm  has  prospered:  From  three 
accountants,  the  firm  has  grown  to  17, 
and  Aiken  hopes  to  push  that  to  200  in 
ten  years.  Aiken  earns  nearly  $50,000  a 
year  and  concedes  he  might  have  done 
much  better  financially  had  he  stuck  it 
out  at  Arthur  Young.  But  no  regrets:  "I 
get  a  personal  gratification  here  that  I 
couldn't  get  anywhere  else." 

What  about  women?  Sara  Lou  Brown 
is  one  who  made  it  to  the  top  in  account- 
ing. Her  mother  was  a  Houston  grade- 
school  teacher,  but  Brown  did  not  want 
to  follow  in  her  mother's  footsteps.  The 
young  woman  found  business  and  num- 
bers far  more  interesting.  So  she  ma- 
jored in  economics  and  business  admin- 
istration at  Rice  University,  took  an 
MBA  from  the  University  of  Texas,  and 
at  age  22,  signed  on  with  Peat,  Marwick 
Mitchell's  Houston  office.   Four  vears 


ago,  at  age  30,  Peat,  Marwick's  partners 
made  her  a  member  of  their  very  exclu- 
sive club.  As  a  partner  she  is  earning 
over  $50,000. 

"As  far  as  I'm  concerned,  accounting 
takes  women  more  seriously  than  the 
other  professions,"  says  Brown,  in  the 
midst  of  a  five-week  vacation  to  have  her 
first  child.  "I  can  tell  you  that  two  Big 
Eight  accounting  firms'  Houston  offices 
now  have  women  partners.  The  big  law 
firms  here  have  zero." 


Southern  Belle:  Houston's 
Sara  Lou  Brown  already  out- 
earns  many  lawyers. 
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i!  certify — has  grown  manyfold.  Between 
J  1973  and  1976,  for  example,  the  Securi- 
1  ties  &  Exchange  Commission  imple- 
Ijmented  as  many  as  16  new  disclosure 
Ijrequirements  (Forbes,  Mar.  1,  1976). 
IjSuch  new  requirements  mean  many  new 
fiibillable  hours  for  the  CPAs. 

This  government-mandated  business 
Ijtends  to  insulate  the  partners'  earnings 
■{from  cyclical  downturns  that  beset  their 
ffclients.  During  the  1974-76  recession, 
i  Price  Waterhouse  s  net  income  soared 
38%.  Arthur  Andersen's  net  increased 
|  by  over  27%. 

is  Virtually  every  day  the  government  is 
■directly  creating  vast  new  business  pros- 
ipects  for  CPAs.  Recent  examples: 

•  The  1974  Employee  Retirement  In- 
lrcome  Security  Act  requires  the  nation's 

■  nearly  1  million  pension  plans  approved 

■  by  the  Internal  Revenue  Service  to  issue 

■  audited  financial  statements. 

||  •  The  1974  Campaign  Reform  Act  re- 
fiquires  Presidential  candidates  who  ac- 
jMcept  public  campaign  funds  to  keep  me- 
Ijticulous  financial  records  that  must  be 
llaudited;  many  candidates  last  year  dis- 
Hcovered  that  staying  inside  the  Federal 
MElection  Commission's  bizarre  rules  re- 
Jiquired  the  skills  of  a  CPA.  "The  Law- 
Myers'  and  CPAs'  Full  Employment  Bill," 
feays  President  Carter's  campaign  CPA, 

■I 

jr.  . .  There  is  no  question  but 
■that  in  many  cases  the 
(Saudi  tors  had  gotten  much  too 
llcozy  with  the  client . . ." 


Richard  Harden,  of  the  Act.  He  was  only 
half  joking. 

•  Wall  Street,  banks  and  many  politi- 
cians are  clamoring  for  legislation  to 
force  local  and  state  governments  to  is- 
sue certified  financial  statements  if  they 
want  to  borrow  in  public  markets.  "It's 
coming,  and  it  will  open  up  tremendous 
new  business,"  says  Arthur  Andersen's 
Harvey  Kapnick.  Indeed,  last  July  New 
(York  City  selected  Peat,  Marwick, 
Mitchell  &  Co.  as  its  auditor,  for  an 
annual  fee  of  almost  $1  million.  (The 
auditor  proceeded  to  offend  New  York's 
inayor  by  criticizing  some  of  his  more 
obvious  accounting  jiggles;  the  mayor 
responded  by  delaying  the  signing  of  the 
auditor's  contract.) 

I  This  is  not  to  say  that  CPAs  don't  often 
sweat  for  their  money.  In  an  atmosphere 
where  T  il  see  you  in  court"  is  a  common 
threat  and  when  the  woodwork  is  full  of 
self-appointed  guardians  of  the  public- 
weal,  accountants  themselves  are  fre- 
quently sued  for  real  or  imagined  acts  of 
omission  or  commission.  The  suits  are 
sometimes  justified;  there  is  no  question 
but  that  in  many  cases  the  auditors  had 
gotten  much  too  cosy  with  the  clients 

FORBES,  SEPTEMBER  1,  1977 


and  that  many  a  corporate  management 
bent  on  conceding  its  true  financial  state 
was  helped  bj  all-too-complaint  CPAs. 
Penn  Central,  before  its  bankruptcy,  was 
a  prime  example. 

At  any  rate,  to  protect  itself  the  profes- 
sion has  retreated  behind  a  barricade  of 
rules  and  regulations.  A  46-year-old  CPA 
recalls  that  in  1958,  the  year  he  took  his 
CPA  examinations,  generally  accepted 
accounting  principles  were  contained  in 
a  book  one-half  inch  thick.  "Today  GAAP 
is  probably  five^eef  thick,"  he  says.  Says 
Arthur  Andersen's  Kapnick:  "Since  the 
1960s  we  have  been  saddled  with  rules 
from  the  Accounting  Principles  Board, 
rules   from   the   Financial  Accounting 


Down  along  Manhattan's  dingy,  creak- 
ing waterfront  two  quick-witted  crooks 
stuffed  rags  into  crates  bound  for  Iran. 
For  each  shipment  of  this  worthless  ex- 
port "merchandise,"  the  partners  re- 
ceived bills  of  lading  worth  $25,000. 
These  negotiable  vouchers,  in  turn,  had 
been  based  on  bank  letters  of  credit  is- 
sued to  a  string  of  dummy  companies 
established  by  the  ring's  two  Iran  part- 
ners. The  Manhattan  partners  took  the 
phony  bills  of  lading  to  local  banks  and 
cashed  them  in.  When  the  banks  finally 
discovered  the  fraud,  they  had  been 
bilked  for  some  $1.6  million. 

It  was  a  sophisticated  scam.  Cracking 
it  fell  to  James  T.  Mulroy,  49,  a  ruddy 
Irish  accountant  who  is  chief  of  the  Fed- 
eral Bureau  of  Investigation's  New  York 
Accounting  &  Fraud  section.  To  deter- 
mine how  the  international  criminals 
worked,  Mulroy  and  his  agents  pored 
through  thousands  of  feet  of  computer 
tape  and  reams  of  bogus  corporate  rec- 
ords and  credit  reports.  In  effect,  they 
became  the  crooks'  bookkeepers.  Even 
so,  they  brought  only  one  of  the  four 
partners  to  justice. 

Complicated  white-collar  crimes  have 
become  the  FBI's  number  one  head- 
ache. Since  1960,  fraud  and  embezzle- 
ment arrests  have  more  than  doubled,  to 
over  90,000  a  year.  From  Equity  Fund- 
ing to  phony  bankruptcies  where  corpo- 
rate records  mysteriously  disappear,  law 
enforcers  are  finding  that  catching  and 
prosecuting  accounting-minded  crooks 
require  more  than  gun-toting  gumshoes. 
It  takes  accounting-minded  cops.  Says 
Mulroy:"The  criminal  mind  has  become 
very  sophisticated.  And  the  agent  with 
accounting  training  is  better  equipped  to 
handle  the  cases  involving  sophisticated 
fraud  than  the  one  without  such 
training." 

Here,  then,  is  yet  another  growth  area 
for  accountants.  Already  some  10%  of 
the  FBI's  8,600  special  agents  are  ac- 


Standards  Board,  rules  from  the  SEC. 
Today  the  first  thing  an  auditor  must  do 
is  see  if  he  has  followed  all  the  rules.  The 
whole  audit  has  grown  monstrously  com- 
plex with  no  real  benefit  and  a  great  deal 
of  cost  to  everyone."  Not  until  the  ac- 
countants determine  what  it  is  they  are 
to  communicate  in  financial  statements, 
says  Kapnick,  will  the  growth  of  com- 
plexities and  costs  begin  to  slow. 

Like  most  businesses,  at  least  growing 
ones,  the  accounting  firms  simply  pass 
these  and  other  costs  on  to  the  custom- 
ers, adding  a  bit  of  overhead  in  the  pro- 
cess. As  a  consequence,  a  corporate  au- 
dit today  is  complex  and  expensive.  To 
audit  $15.7-billion-sales  General  Elec- 


countants.  Says  a  Bureau  official:  "We 
are  striving  to  hire  more  accountants, 
but  we  are  having  trouble  because  they 
are  so  much  in  demand." 
By  the  other  side,  maybe? 


New  Breed:  FBI  agent  James 
Mulroy  needs  more  accountants 
but  can  scarcely  find  -them. 
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trie  Co.  last  year  required  429  Peat, 
Marwick,  Mitchell  auditors  working  out 
of  38  offices  around  the  world.  For  $2.1- 
billion-sales  Singer  Co.,  it  took  400  ac- 
countants at  63  offices. 

Quite  clearly,  accounting,  like  medi- 
cine and  law,  is  a  labor-intensive  indus- 
try using  very  high-cost  labor.  But  then 
the  accountants  have  no  real  incentive  to 
keep  their  labor  costs  down.  Why  should 
they?  An  accounting  firm,  in  effect,  buys 
human  talent,  then  rents  it  out  at  a  con- 
siderable markup.  Here's  how  it  works: 

Typically,  a  large  national  firm  will  pay 
a  beginner  with  an  undergraduate  de- 
gree a  base  salary  of  $13,000;  many  new 
staffers  can  expect  to  earn  another 
$1,000  worth  of  overtime  on  top  of  that. 
Even  with  overtime,  the  partners  are 
paying  him  less  than  $7  an  hour.  Then 
they  bill  out  his  time  to  clients  at  $20  or 
so  an  hour.  The  average  billing  rate  in 
many  firms  is  $40  an  hour.  Top  partners 
may  bill  their  time  at  $100  or  more  per 
hour — about  two  times  their  expected 
earnings.  Obviously,  then,  partners 
make  most  at  firms  with  the  greatest 
ratio  of  staffers  to  partners. 

Last  year  the  U.S.  arm  of  Price  Water- 
house  earned  $48  million  on  revenues  of 
$222  million,  a  22%  gross  margin.  Price 
Waterhouse  has  12  staffers  per  partner; 
the  partners  averaged  $131,000  each.  On 
worldwide  fees  of  $425  million,  Arthur 
Andersen  netted  $101  million,  a  24% 
margin.  But  at  Arthur  Andersen  there 


are  just  ten  staffers  per  partner;  Arthur 
Andersen's  partners  averaged  just  under 
$100,000  each. 

By  their  mid-  or  late  20s,  young  staff- 
ers who  have  demonstrated  a  flair  for 
accounting  techniques  and  a  talent  for 
getting  along  with  the  firm's  clients  (and 
partners)  are  on  their  way  to  becoming 
partners  -themselves.  Generally  this 
won't  happen  until  the  staffers  are  in 


a  college  degree,  many  hours  of  college- 
level  accounting  courses,  plus  two  years 
on-the-job  experience  before  would-be 
CPAs  can  sit  for  the  national  examina- 
tion. But  Vermont  requires  just  two 
years  practical  training.  Still,  because  oi 
the  national  exam,  most  Vermont  CPAs 
are  college  graduates.  In  any  case,  they 
would  have  to  meet  the  New  York  re 
quirements  to  practice  there. 


". .  .  A  46-year-old  CPA  recalls  that  in  1958 
generally  accepted  accounting  principles  were 
contained  in  a  book  one-half  inch  thick.  'Today 
GAAP  is  probably  five  feet  thick/  he  says  . .  ." 


their  early  30s.  But  the  wait  is  worth  it: 
New  partners  at  Arthur  Andersen 
earned  $50,000  last  year.  Partners  with 
just  five  years'  experience  averaged 
$74,000.  How  many  physicians  do  better 
than  that? 

Remember:  These  young  partners  did 
not  have  to  invest  years  and  thousands  of 
dollars  going  to  medical,  law  or  even 
business  schools — although  they  do  have 
to  buy  into  the  partnership.  (Typical  big 
firm  buy-in:  $38,000,  refundable  at  re- 
tirement.) Most  state  public  accounting 
boards  require  little  more  than  a  college 
degree.  But  state  boards'  requirements 
vary:  New  York  is  very  tough;  it  requires 


You 

Can't 

Have 

Everything 

Milton  Mostel  (left),  elder  brother  of 
Broadway  star  Zero  (Fiddler  On  The 
Roof)  Mostel,  is  that  rugged  individual- 
ist among  accountants,  the  solo  practi- 
tioner. First  a  CPA,  he  later  took  a  law 
degree  and  is  able  to  counsel  clients  on  a 
broad  range  of  subjects.  Mostel  claims 
that  the  accounting  part  of  his  work  is 
less  attractive  than  it  once  was:  "Today 
people  see  CPAs  as  income  tax  prepar- 
ers, but  that's  not  accounting.  Account- 
ing is  the  science  of  collecting,  organiz- 
ing and  communicating  financial 
information,  not  filling  out  forms."  But 
the  work  has  its  charms:  Mostel  is  an 
independent  businessman,  working  with 
only  a  secretary.  He  earns  nearly 
$50,000  a  year,  and  says  he  enjoys  all  the 
trust  and  responsibility  his  clients  give 
their  family  doctors. 


And  the  losers,  the  90%  who  for  one 
reason  or  another  never  make  partner  at 
a  Big  Eight  firm?  They  don't  exactly 
suffer.  Many  go  to  smaller  firms,  become 
partners  there.  Or  they  create  their  own 
practices.  Many  join  private  industry's 
burgeoning  financial  staffs.  But  they 
don't  forget  their  old  firms. 

According  to  Robert  Half,  a  CPA  whe 
runs  the  world's  largest  employment 
agency  for  accountants,  "a  very  large 
number — perhaps  50%"  of  the  large  ac- 
counting firms'  employees  wind  up  on 
the  firms'  clients'  staffs.  For  its  part. 
Price  Waterhouse  opens  its  continuing- 
education  programs  to  the  firm's  alumni 
free  of  charge. 

This  makes  good  business  sense:  In 
profession  whose  code  of  ethics  all  but 
bans  open  competition  for  new  clients 
maintaining  felicitous  relations  with  the 
men  who  may  one  day  decide  which 
CPA  firm  will  service  the  company  car 
only  help  to  attract  new  clients  and  kee^ 
old  ones. 

Says  a  well-placed  corporate  director 
"Only  Harvard  Law  School  graduates  ri 
val  the  immediate  social  bonding  I  see 
among  Big  Eight  accounting  firm 
alumni." 

Considering  that  the  accounting  pro- 
fession is  becoming  rich  and  almost 
glamorous,  it's  hardly  surprising  that  it 
attracts  increasing  criticism.  There  i! 
muttering  in  Congress  about  breaking 
up  the  Big  Eight  firms. 

And  there  are  the  constant  lawsuits 
many  of  which  promise  to  be  quite  costly 
("It's  horrifying,"  says  one  CPA,  eyeing 
the  $39  million  in  damages  assessec 
against  four  CPA  firms — including  Big 
Eight  accountants  Haskins  &  Sells — ir 
the  Equity  Funding  disaster.  "One  part 
ner  in  one  office  makes  one  mistake  anc 
my  life's  work  could  vanish.  ")  There  is  < 
good  deal  of  hand-wringing  about  suclf 
things  in  the  accounting  profession  today 

You  could  put  it  this  way:  These  day: 
the  accountants  are  crying  all  the  way  t( 
the  bank.  ■ 
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'otlatch  people, 
forking  partners  for  our  working  trees. 


Potlatch,  we  have  two  basic  resources: 
ber  and  people. 

Our  10,000  people  are  as  important  to 
;  as  our  1 .3  million  acres  of  prime  timberland. 

We're  an  equal  opportunity  employer, 
flings  like  age,  sex,  and  color  don't  matter, 
i  bility  and  commitment  do. 

Because  no  matter  how  many  modern 
ichniques  we  develop  for  converting  our 
ees  into  wood  and  paper  products,  it  takes  our 
sople  to  make  those  techniques  really  work. 


That's  why  we're  a  company  of 
specialists.  Some  of  our  people  grow  trees. 
Some  convert  them.  Some  sell  our  products. 
Others  are  involved  in  the  research  which 
helps  us  find  new  uses  for  our  raw  materials. 
Others  manage  or  administer  our  daily 
business. 

Obviously,  we  have  different  types  of 
people  for  different  jobs.  Yet,  they  have  much 
in  common.  They're  Potlatch  people.  Properly 
organized.  Highly  motivated.  Fairly  rewarded. 


And  we  back  them  with  our  total  financial 
resources. 

Does  this  approach  work?  Last  year 
we  converted  our  working  trees  into  more 
than  $600,000,000  worth  of  goods.  It  was 
our  best  sales  year  ever  and  a  record  year 
for  our  earnings. 

For  more  financial  facts,  write  us. 
Potlatch  Corporation,  P.O.  Box  3591 ,  San 
Francisco,  California  941 19. 


We  grow  the  working  trees 


David  (Savin)  Vs. 

Goliath  (Xerox): 

Chalk  One  Up  For  David 

Those  who  thought  Savin  didn't  have  a  chance 
against  Xerox  just  didn't  understand  Paul  Charlap. 


Barely  two  years  ago,  Savin  Business 
Machines  Corp.  stood  on  the  verge  of 
bankruptcy,  another  victim  of  Xerox 
Corp.'s  powerful  grip  on  the  $8-billion 
office  copier  market.  But  listen  now  to 
Savin  Chairman  Paul  Charlap:  "This  year 
we  are  placing  more  office  copiers  world- 
wide than  Xerox  and  IBM  combined." 

It  was  Savin  rather  than  Xerox  that 
came  up  with  what  one  respected  office 
equipment  analyst  calls  "the  most  signifi- 
cant development  in  the  low  end  of  the 
copier  business  in  years" — the  Savin 
750,  a  liquid  toner  plain-paper  copier. 
After  four  years  of  operating  deficits  Sa- 
vin turned  profitable  in  1976,  and  then 
in  its  fiscal  year  ended  Apr.  30  more  than 
tripled  earnings  to  $10.6  million  on  $127 
million  in  revenues. 

It  takes  nerve  for  a  little  company  to 
tackle  Xerox.  Savin's  total  capital  was 
under  $30  million  at  last  year's  end;  Xe- 
rox' was  $2.5  billion.  Charlap  has 
nerve — and  style,  too.  When  Forbes 
interviewed  him  he  was  reheating  coffee 
in  a  microwave  oven  at  his  big  Larch- 
mont,  N.Y.  home  overlooking  Long  Is- 
land Sound.  On  the  lawn  stood  his  pri- 
vate helicopter.  In  his  bedroom  an 
elaborate  switchboard  is  linked  to  a  com- 
puter so  Charlap  can  direct-dial  any- 
where in  the  world. 

"You  don't  smoke,  do  you?"  Charlap 
barks  at  his  visitor.  "I  don't  allow  smok- 
ing in  my  house.  Even  my  mother  must 
smoke  outside  in  the  garden."  Charlap 
doesn't  drink  liquor,  either.  At  52,  small, 
bald  and  trim,  he  glows  with  physical 
fitness — testimony  to  daily,  hour-long 
workouts  in  his  basement  gym.  Then,  as 
if  he's  explaining  everything.  Charlap 
says,  "See  those  skateboards?  They're 
mine,  not  my  grandson's.  I'm  not  the 
passive  type.  I  have  a  tremendous  ener- 
gy level.  I  want  to  build  a  great,  big 
company  full  of  people  with  smiling 
faces." 

It  sounds  corny,  but  that  kind  of  driv- 
ing enthusiasm  has  kept  Savin  afloat  ever 
since  it  was  founded  in  1959  by  Austrian- 
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born  Max  Low,  who  arrived  in  the  U.S. 
in  1921  with  little  money  and  less  Eng- 
lish. To  learn  the  language,  Low,  now 
76,  worked  for  a  travel  agent,  switched 
to  selling  medical  supplies  and  in  1948 
formed  his  own  business.  In  time  this 
became  IPCO  Hospital  Supply  Corp.,  a 
modestly  successful  public  company 
($158  million  in  sales  in  1976),  in  which 
Low  and  relatives  retain  a  22%  control- 
ling interest. 

Savin  came  later,  after  IPCO  became 
the  North  American  distributor  for  X-ray 
film  manufactured  by  Belgium's  Gevaert 
Photo- Producten  N.V.  (now  Agfa-Ge- 
vaert).  Through  Gevaert,  Low  learned  of 
a  new  West  German  process  for  making 
plain-paper  copiers  that  was  being  devel- 


oped by  Minox  GmbH.  Low  then  formed 
Savin  with  his  son  Bobert,  now  40,  as 
treasurer,  and  bought  a  small  distributing 
company  that  owned  the  U.S.  distribu- 
tion rights  to  the  Minox  technology.  (The 
Lows  today  own  24%  of  Savin's  stock.) 

Bob  Low  was  fresh  out  of  New  York 
University,  so  his  father  placed  Charlap, 
a  medical  school  dropout  but  a  family 
friend  with  some  marketing  experience, 
over  his  son's  head  as  Savin's  general 
manager.  It  was  a  shrewd  move. 

The  Lows'  venture  into  photocopying 
was  almost  stillborn.  Within  three 
months  Xerox  had  unveiled  its  first 
plain-paper  copier.  Worse  still,  the  copi- 
er that  Savin  thought  it  was  getting  from 
Germany  turned  out  to  be  a  dud  and 


Off  To  Work:  Savin's  Paul  Charlap  keeps  a  helicopter  on  his  back 

lawn  so  he  can  make  fast  trips  to  Wall  Street  from  his  suburban  New  York  home. 
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All  of  us  come 
from  someplace  else. 


Just  once,  you  should 
walk  down  the  same  street  your 
great-grandfather  walked. 


Picture  this  if  you  will. 

A  man  who's  spent  all  his 
life  in  the  United  States  gets 
on  a  plane,  crosses  a  great 
ocean,  lands. 

He  walks  the  same  streets 
his  family  walked  centuries 
ago. 

He  sees  his  name,  which 
is  rare  in  America,  filling 
three  pages  in  a  phone  book. 

He  speaks  haltingly  the 
language  he  wishes  he  had 
learned  better  as  a  child. 

As  Americas  airline  to 
the  world,  Pan  Am  does  a  lot 
of  things. 

We  help  business  trav- 
elers make  meetings  on  the 
other  side  of  the  world.  Our 
planes  take  goods  to  and  from 
six  continents.  We  take  vaca- 
tioners just  about  anywhere 
they  want  to  go. 

But  nothing  we  do  seems 
to  have  as  much  meaning  as 
when  we  help  somebody 
discover  the  second  heritage 
that  every  American  has. 


Americas  airline  to  the  world. 


See  your  travel  agent. 


never  came  to  market. 

It  wasn't  until  the  mid-1960s  that  Sa- 
vin, working  closely  with  Minox  re- 
searchers, created  a  successful  line  of 
copiers.  These  early  "Savin"  machines 
were  electrostatic  copiers  using  coated 
rather  than  plain  paper,  but  in  their  class 
they  eventually  dominated  the  market. 
Savin,  however,  reaped  few  benefits.  To 
raise  cash  for  its  share  of  the  research 
costs  plus  the  expense  of  building  a  deal- 
er network,  Savin  had  licensed  the  man- 
ufacturing rights  for  its  copiers  to  A.B. 
Dick  Co.  and  to  Japan's  Ricoh  Co.,  Ltd., 
keeping  only  U.S.  distribution  rights 
plus  a  reasonable  royalty  on  every  ma- 
chine made  and  sold;  foreign  distribution 
rights  were  divided  among  a  slew  of 
companies.  But  even  in  the  U.S.  Savin 
found  itself  competing  head  on  with  A.B. 
Dick,  which  was  marketing  the  same 
Ricoh-built  copier  under  a  different  la- 
bel. Any  profits  Savin  did  garner  soon 
disappeared  with  price-cutting.  By  1973 
Savin  was  awash  in  red  ink. 

Briefly  Savin  tried  diversification. 
With  CBS  Inc.,  Savin  formed  Rapifax 
Corp.  and  in  1975  launched  a  high-speed 
facsimile  machine.  But  again  a  shortage 
of  funds  forced  Savin  to  sell  most  of  its 
interests  to  Ricoh  just  before  sales  began 
to  do  well. 

However,  back  in  1969  Savin  had  a 
stroke  of  luck.  For  a  song  it  picked  up 
the  rights  for  an  Australian  invention  to 
turn  35-mm  photographic  slides  into 
large-sized  prints  that  Charlap  figured 
could  be  used  in  vending  machines.  It 
didn't  work,  but  the  process,  which  used 
liquid  toners,  proved — with  further  re- 
search— readily  adaptable  to  copiers. 

This  time,  Charlap  leaned  even  more 
heavily  on  others  for  help.  He  expanded 
his  research  group  to  include  New  Jer- 
sey's Philip  A.  Hunt  Chemical  Corp.,  the 
ink  and  toners  specialists,  Nashua  Corp., 


A.D.  Little  Inc.,  West  Germany's  Farb- 
werke  Hoechst  A.G.  and  California's 
Stanford  Research  Institute.  Money  was 
still  tight,  but  Charlap  kept  enthusiasm 
for  his  project  high  by,  among  other 
things,  frequently  piloting  Savin's  com- 
pany jet,  laden  with  such  eastern  delica- 
cies as  cheesecake,  bagels  and  lox,  to 
SRI's  researchers  in  Palo  Alto,  Calif. 

The  payoff  came  late  in  1975  when 
Savin  launched  a  plain-paper  copier  us- 
ing the  liquid  toner  process.  (Xerox  uses 
a  dry  powder  toner  in  all  the  machines  it 
markets  in  the  U.S.)  This  time  Savin  had 
no  competition  within  the  U.S.  Although 
Ricoh  still  did  the  manufacturing,  only 
Savin  could  sell  in  the  U.S. 

Priced  at  $5,000,  or  roughly  40%  be- 
low the  comparable  Xerox  3100,  Savin's 
750  copier  was  an  overnight  success  in 


the  low  end  of  the  copier  market.  Boasts 
Bob  Low  at  Savin's  Valhalla,  N  Y.  head- 
quarters, "Xerox  had  80%  of  the  world 
market  when  we  came  out  with  our  new 
line.  Now  its  share  is  in  the  mid-60s." 

For  the  moment,  Savin  is  riding  high. 
This  year  Savin  and  its  overseas  market- 
ing partners  expect  to  place  some 
110,000  units,  up  from  75,000  in  1976. 
Savin  gets  a  royalty  on  every  one  that  its 
licensees  place.  In  the  U.S.  Savin  alone 
is  ordering  5,000  copiers  a  month  from 
Ricoh.  With  its  earnings  expected  to 
double,  to  around  $6  a  share  in  fiscal 
1978  (that's  more  than  Savin's  book  value 
in  1976),  Savin  is  now  something  of  a  hot 
stock.  After  plunging  from  73  to  below  2 
in  the  early  1970s,  Savin  recently  has 


climbed    back    to    its    present  35. 

But  success  in  a  volatile  business  like 
office  products  can  be  fleeting.  Already 
Xerox  has  thrice  lowered  the  price  of  its 
3100  copier,  from  $12,000  to  $5,500. 
"Savin's  greatest  growth  period  probably 
is  over,"  says  First  Manhattan's  analyst 
Brian  Fernandez. 

Savin  has  another  worry.  Lately  it  has 
fallen  out  with  Ricoh,  which  earlier 
bought  around  3%  of  Savin's  stock  and 
lent  it  $5  million.  The  two  companies  are 
involved  in  a  couple  of  complex  lawsuits 
that  involve  royalty  payments  on  the 
copiers  and  a  stock  dispute  involving 
Rapifax,  the  facsimile-machine  maker. 
Ricoh  already  has  an  assembly  plant  on 
the  West  Coast,  and  some  analysts  be- 
lieve Ricoh  may  eventually  seek  a  share 
of  the  U.S.  market. 


Low  and  Charlap  claim  they  aren't 
worried  about  any  threats  from  either 
Xerox  or  Ricoh.  But  in  an  unguarded 
moment  Charlap  admits  he  is  laying 
plans  for  Savin  to  move  into  production 
on  its  own.  That  would  be  costly,  but  it| 
would  be  premature  to  predict  Savin 
couldn't  pull  it  off.  After  all,  no  one] 
expected  it  to  produce  not  one  but  twoi 
top-selling  copiers. 

As  he  lets  his  visitor  out  the  door,  Paul 
Charlap's  hazel  eyes  start  to  twinkle  and 
he  gets  off  a  parting  shot:  "Do  you  be- 
lieve in  the  electronic  office?  In  a  com- 
puter in  every  home?  I  do.  We've  only 
just  started  building  Savin." 

As  we  said,  Paul  Charlap  has  nerve. i 
And  verve.  ■ 


". . .  'I'm  not  the  passive  type.  See  those  skateboards? 
They're  mine,  not  my  grandson's.  I  have  a  tremendous 
energy  level.  I  want  to  build  a  great  company'  .  .  ." 


Pride  Goeth  Before  A  Fall 


Rite  Aid  was  a  good  company  and  a  hot  stock,  but  it  got  in  trouble  because  it 
began  to  believe  all  those  flattering  things  the  analysts  said  about  it. 


One  fall  weekend  in  1962,  Alex  Grass, 
34,  and  David  Sommer,  44,  drove  from 
Harrisburg,  Pa.  to  nearby  Scranton  to 
set  up  a  drugstore.  It  didn't  seem  like  a 
terribly  momentous  event  at  the  time. 
Sommer  recalls  one  character  who  came 
up  to  him  while  he  and  Grass  were  pre- 
paring to  stock  the  shelves  with  mer- 
chandise. "He  told  me  that  there  had 
been  two  stores  in  our  same  location  that 
had  stocked  the  same  sort  of  merchan- 
dise and  had  gone  under,"  Sommer  re- 
calls with  a  laugh.  "And  he  wanted  to 
know  what  the  hell  we  were  doing  there. 
I  told  him  I  needed  a  tax  loss.  " 


Today,  15  years  and  649  stores  later, 
Grass  is  chairman  and  chief  executive 
and  Sommer  is  vice  president-merchan- 
dising of  Rite  Aid  Corp.,  a  $455-million 
(sales)  drug  chain  descended  from  that 
first  store.  When  Rite  Aid  stock  soared  in 
the  late  Sixties  and  early  Seventies, 
Sommer,  Grass  (and  several  of  Grass' 
relatives  including  his  former  brother-in- 
law)  became  multimillionaires.  Tanned 
and  dapper  in  a  conservative  blue  suit, 
the  low-key  Grass  has  come  a  long  way 
from  stocking  his  own  stores  himself. 

Behind  Rite  Aid's  success  is  the  "ban- 
tam" drugstore  concept.  Rite  Aid's  stores 


are  -  small  (average  size:  4,600  square 
feet),  and  their  shelves  stocked  mostly 
with  health  and  beauty  aids;  they  contain) 
little  of  the  general  merchandise — sport- 
ing goods,  clothing,  housewares  and  the 
like — that  are  found  in  the  nation's  "sih 
per"  drugstores,  which  often  run  as 
much  as  20,000  to  30,000  square  feet. 
Rite  Aid's  pricing  philosophy  is  discount 
all  the  way.  The  merchandising  philos- 
ophy is  fast  turnover. 

Rite  Aid's  bantams  are  all  located  on! 
the  East  Coast,  and  Grass  keeps  a  very! 
tight  grip  on  their  operations  from  head- 
quarters in  Shiremanstown,  Pa.,  near 
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What  do  you 
{call  a  specialty 
tmaterials 
[company 

that's  achieving 
significant 
gains  on  top 
of  its  most 

successful  year?  We  call  it 

Ferro. 

1976  was  the  most  successful  year  in 
our  history.  So  far,  1977  is  even  better. 
Pleased,  we  are.  Surprised,  we're  not. 
Because  it's  part  of  our  planned  growth 
performance  in  providing  an  expanding  array 
of  specialty  materials  for  manufacturers  in 
diversified  industries  throughout  the  world. 
Results  for  the  first  six  months  of  1977 
show  sales  of  $207.5  million,  up  from  $180.6 
million  last  year.  Earnings  were  $10.2  million, 
compared  with  $9.7  million  in  1976. 
We've  just  raised  our  dividend  again  for 
the  fifth  time  in  the  last  five  years.  Our 
dividends,  in  fact,  are  up  44%  since  1975. 
Our  latest  corporate  information  kit  is 
available  upon  request  to:  Adolph  Posnick, 
President,  Ferro  Corporation,  One  Erieview 
Plaza,  Cleveland,  Ohio  44114. 
One  look  at  our  achievements  and  you'll 
call  us  successful. 
But  we  still  call  us  Ferro. 


®  FERRO. 


Bantam  Redux:  Rite  Aid  Chairman  Alex 
Grass  has  revived  his  drug  chain  and 
sees  it  heading  for  more  expansion. 


Harrisburg.  Every  item  is  priced  by 
computer  at  Rite  Aid's  two  central  ware- 
houses. "We  feel  that  in  order  to  sell  at 
the  lowest  prices  and  still  maintain  hand- 
some margins,"  Grass  says,  "you  have  to 
eliminate  all  frills  and  keep  the  oper- 
ations as  simple  as  possible.  That  way, 
you  permit  the  people  who  are  running 
the  stores  to  involve  themselves  primar- 
ily in  the  day-to-day  routine  that  keeps 
the  store  well  supplied  and  neat,  and 
keeps  the  personnel  concerned  with  cus- 
tomer courtesy."  This  means  that  a  Rite 
Aid  store  manager  doesn't  worry  about 
buying  decisions,  pricing  decisions  or 
display  decisions.  "We  consider  those  to 
be  distractions,"  says  Grass.  Decentral- 
ized management  is  fine — indeed,  es- 
sential— for  the  "super"  drugstore 
chains,  with  the  wide  variety  of  mer- 
chandise their  stores  carry.  Rut  not  for  a 
bantam  chain,  in  which  the  average  store 
grosses  less  than  $1  million  annually. 

It  will  surprise  no  one  to  learn  that 
Rite  Aid  was  a  hot  stock  in  the  late 
Sixties  and  early  Seventies;  it  was  just 
the  right  kind  of  "concept" — so  easy  to 
understand.  Grass  and  his  associates 
took  the  company  public  in  1968,  keep- 
ing control  while  pocketing  a  nice  piece 
of  public  money.  Then,  as  investors  bid 
up  the  price  of  the  stock  to  ridiculous 
levels,  Rite  Aid's  management  was  able 
to  make  some  acquisitions  on  extremely 


favorable  terms;  by  1973  the  stock  sold 
for  71  times  earnings  amid  what  one 
competitor  calls  "an  awful  lot  of  puffery.  " 
Says  E.F.  Hutton's  Martin  Schwartz, 
who  turned  sour  on  the  company  early: 
"They  got  caught  up  in  the  great  growth 
stock  game."  And  as  the  equity  base 
grew  through  the  acquisitions,  manage- 
ment was  able  to  borrow  money  to  make 
even  more  acquisitions.  The  idea  was 
that,  by  buying  existing  drugstores  or 
drug  chains  and  converting  them  to  the 
Rite  Aid  formula,  they  could  be  made 
much  more  profitable  than  they  pre- 
viously had  been. 

Grass  concedes  that  the  company  was 
caught  up  in  the  hot-stock  fervor.  "We 
were  a  stock  that  was  very  close  to  lead- 
ing the  market,"  he  recalls.  "We  had 
constant  telephone  calls  from  analysts 
with  suggestions  and  recommendations, 
which  led  us  to  strive  for  earnings  per- 
haps too  rapidly,  and  to  do  things  that 
were  not  the  healthiest  things  for  the 
company." 

Here's  what  happened:  From  1968  to 
1972  Rite  Aid  grew  from  60  stores  to  339 
stores,  mostly  by  acquisition.  Needless 
to  say,  that  meant  taking  on  a  lot  of 
debt- — nearly  $40  million,  against  an  eq- 
uity base  of  $67  million  in  1973.  Interest 
expense  rose  sharply  soon  thereafter. 
Acquisitions  created  costly  digestion 
problems.  To  avoid  an  embarrassing  de- 
cline in  earnings,  Rite  Aid  management 
pushed  its  gross  margins  higher  and 
higher,  which  of  course  meant  that  it  was 
also  pushing  up  its  prices.  As  a  result,  in 
a  number  of  markets,  the  chain  became 
downright  noncompetitive.  Same-store 
sales  fell  from  annual  growth  of  nearly 
10%  to  5%. 

Fortunately,  Rite  Aid  got  a  grip  on 


was  holding  steady,  Rite  Aid  embarked 
on  a  massive  program  to  establish  phar- 
macy departments  in  most  of  its  existing 
stores.  Grass  knew  that  the  payoffs  from 
the  new  departments  would  take  time. 
While  gross  margins  on  prescription 
sales  are  typically  far  higher  than  on 
other  drugstore  items,  a  pharmacy  de- 
partment takes  several  years  to  generate 
sufficient  volume  from  repeat  prescrip- 
tion business  to  break  even. 

In  1970  less  than  half  of  Rite  Aid's 
stores  contained  pharmacies;  of  the 
chain's  650  stores  today,  534  have  phar- 
macies. With  prescription  sales  generat- 
ing 22%  of  Rite  Aid  volume  in  fiscal 
1976,  the  company's  improved  sales  mix 
has  begun  contributing  smartly  to  fiscal 
1976  profits  of  $16  million.  That  repre- 
sented a  net  return  of  3.5  cents  on  the 
sales  dollar — quite  good  for  this  kind  of 
retailing.  In  return  on  stockholders'  eq- 
uity Rite  Aid  did  even  better:  19%. 
What's  more,  Grass  adds,  "There  are  a 
large  number  of  our  pharmacies  that  are 
not  yet  mature." 

Aside  from  the  patient  investment  in 
pharmacies,  Grass  also  spent  most  of  the 
recession  patiently  paying  down  Rite 
Aid's  debt.  At  the  end  of  fiscal  1976, 
long-term  debt  stood  at  $10  million  and 
short-term  debt  at  another  $10  million, 
against  $97  million  in  stockholders' 
equity. 

On  that  more  solid  financial  base,  Rite 
Aid  has  resumed  its  store  expansion  pro- 
gram in  the  past  12  months.  Aside  from 
opening  40  stores  on  its  own  in  fiscal 
1976,  Rite  Aid  recently  acquired  two 
chains — Lebanon,  Pa. -based  Keystone 
Centers,  acquired  last  October,  and  Bal- 
timore's Read's  Inc.,  with  96  stores,  ac- 
quired last  April. 


".  .  .  'We  had  constant  telephone  calls  from  analysts  with 
suggestions  and  recommendations,  which  led  us  to  strive 
for  earnings  perhaps  too  rapidly,  and  to  do  things 
that  were  not  the  healthiest  things  for  the  company'  .  .  ." 


itself  in  time.  "We  soon  saw  that  raising 
prices  was  not  the  long-run  road  to  suc- 
cess of  the  business,  "  Grass  says.  "So  we 
bit  the  bullet.  Both  prices  and  gross 
margins  were  slashed,  so  that  over  1973 
and  1974  Rite  Aid  managed  to  restore  its 
share  of  the  market. 

Earnings  began  to  drop:  $9.2  million 
in  fiscal  1972  (ended  Feb.  1973):  $8.2 
million  in  fiscal  1973;  $6.9  million  in 
fiscal  1974— and  the  stock  sank  like  a 
stone.  From  a  1973  high  of  56%,  Rite 
Aid  tumbled  to  a  ghastly  1974  low  of 
2V2.  Nobody  loves  a  fallen  angel. 

Along  with  lower  retail  prices  came  a 
moratorium  on  expansion;  from  year-end 
1973  to  year-end  1975,  a  net  total  of  only 
40  Rite  Aid  stores  was  added  to  the 
chain.  But  while  the  number  of  stores 


In  preparation  for  further  expansion,  a 
third  Rite  Aid  warehouse  is  on  the  draw- 
ing boards.  "We  feel  that  we  have  the 
capacity,  if  we  are  not  making  acquisi- 
tions, to  internally  generate  75  stores  a 
year  at  least,"  says  Grass. 

Sounds  good — and  to  make  it  even 
better,  earnings  were  $4.4  million  in  the 
first  quarter  of  fiscal  1977.  In  fact,  every- 
thing looks  good  at  Rite  Aid  except  for 
the  price  of  its  stock,  which,  at  15,  sells 
for  just  ten  times  last  year's  earnings. 
But  Grass  can  see  a  bright  side  to  the 
sobering  experience  his  company  went 
through.  "Our  management'  is  young," 
he  says.  "I  don't  want  to  rationalize,  but 
perhaps  it's  better  to  see  people  tough- 
ened up  by  the  adversities  of  the  market 
earlv  in  life."  ■ 
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Ship  Containerization: 
An  Exploding  Industry 


It's  booming  today  even  though  world  trade  isn't.  Investment 

in  the  business  already  runs  $12  billion  and  could  go  a  lot  higher. 


Jn  one  of  the  profound  historical 
changes  of  our  age,  we  are  completely 
altering  the  way  that  men  send  their 
goods  down  to  the  sea  in  ships.  Increas- 
ingly today  world  trade  travels  in  large 
boxes — usually  steel — eight  feet  six 
nches  high,  eight  feet  wide  and  either 
20  or  40  feet  long.  This  year  some 
300,000  such  boxes  will  be  added  to  the 
world's  shipping-container  fleet,  which 
(has  grown  by  about  850,000  units  in  the 
last  three  years,  to  a  total  of  around  2 
million.  At  an  average  $2,800  per  unit, 
that  means  close  to  $2.5  billion  will  have 
been  invested  in  containers  alone  in 
three  years — not  counting  special  ports, 
cranes  and  other  handling  equipment  or 
container  ships  themselves. 

The  sharpest  gains  of  all  are  being 
racked  up  in  ship  container  leasing, 
where  eight  leasing  companies  alone  are 
likely  to  spend  over  $350  million  this 
year.  Says  Dr.  David  Fox,  president  of 
CTI,  the  largest  container  lessor,  "Some- 
)  thing  like  45%  to  50%  of  all  the  contain- 
ers now  available  to  shippers  are  owned 
by  leasing  companies,  compared  with 
'roughly  30%  just  two  years  ago." 

"Demand  is  quite  strong  from  ship- 
ping companies,"  explains  Joseph  J.  Pin- 
to, chairman  of  the  finance  committee  of 
the  most  profitable  leasing  company,  Sea 
Containers.  "Part  of  it  stems  from  their 
low  level  of  equipment  purchases  in 
1975  and  early  1976.  Now  they  need 
containers,  which  are  costly. 

To  meet  the  demand,  Sea  Containers 
itself  is  spending  $160  million  this  year, 
up  dramatically  from  $.54  million  in  1976. 
Sea  Containers — which  also  owns  con- 
tainer vessels  and  manufactures  some  of 
its  equipment — earned  a  record  $15  mil- 
lion last  year  on  just  $58  million  in  rev- 
enues, and  earnings  this  year  are  run- 
ning 50%  ahead  of  1976. 

Sea  Containers'  gains  are  not  unique. 
CTI,  the  largest  pure  container  company 
and  a  subsidiary  of  insurance  company 
Reliance  Group,  is  also  booming.  CTI's 
revenues  were  at  an  alltime  high  of  $48 
million  in  1976,  and  its  earnings  of  $8 
million  a  record,  after  a  money-losing 
year  in  1975.  In  fact,  last  year  CTI  ac- 
counted for  30%  of  Reliance's  operating 
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earnings;  and  this  year  CTI  is  nearly 
doubling  its  1976  net.  Earnings  of  the 
Bahamas-based  Interpool  Ltd.  should  be 
70%  higher  on  a  33%  revenue  jump. 

This  is  not  surprising  with  container 
utilization  rates  running  around  90%,  vs. 
84%  a  year  ago  and  well  under  80%  in 
1975.  Rental  rates  have  also  firmed  sub- 
stantially, though  they  are  still  below 
peak  1974  levels.  And  finally,  the  con- 
tainer industry  has  more  equipment 
available  to  lease  than  in  1974-75.  Given 
the  industry's  financial  leverage — 
around  $2  to  $3  of  debt  per  $1  of  equity, 
which  is  lower  than  it  was  a  few  years 
back — returns  on  equity  are  running  at 
25%,  30%  and  higher.  No  wonder  con- 
tainer leasing  shares  have  far  outpaced 
the  market  averages:  Sea  Containers' 
stock  jumped  from  24  to  60  before  set- 
tling back  to  around  50. 

Of  course,  the  container  leasing  com- 
panies are  merely  reflecting  the  matur- 
ing of  the  entire  industry.  What  matured 
it?  Says  Interpool  Chief  Executive  War- 
ren Serenbetz,  "After  ten  years  of  effort 
by  the  world's  major  trading  nations,  in 
1968  uniform  standards  were  ratified  for 
containers  that  would  permit  them  to 
cross  international  borders  by  road,  rail 
and  sea."  At  that  time  the  world  contain- 
er fleet  totaled  some  250,000  units, 
many  of  them  nonstandard. 

"Once  agreement  was  reached  on 
standards,"  Serenbetz  continues,  "the 
world's  intermodal  container  fleet  began 
to  multiply  at  an  incredible  rate" — to  1 
million  units  by  1974  and  roughly  2  mil- 
lion in  late  1977. 

The  basic  advantage  of  containeriza- 
tion is  cost  effectiveness:  Container  ships 
can  unload,  reload  and  turn  around  in 
hours  instead  of  days — a  fraction  of  the 
time  needed  for  conventional  ships. 
Fringe  benefits  include  lower  theft 
losses,  lower  insurance  rates,  better  pro- 
tection against  damage  and  more  sched- 
uling flexibility. 

Setting  up  a  container  system  does 
require  a  great  deal  of  capital;  but  fortu- 
nately banks  and  government  agencies 
have  been  willing  to  finance  port  and 
handling  facilities  as  well  as  the  contain- 
ers themselves.  In  fact,  governments  vy- 


ing for  foreign  trade  advantages  have 
often  provided  subsidies  or  low-interest 
loans  to  set  up  dock  facilities. 

Improved  maintenance  has  length- 
ened the  useful  life  of  containers  beyond 
the  eight  to  ten  years  over  which  they 
are  depreciated  for  tax  purposes,  which 
makes  them  especially  attractive  to  insti- 
tutional lenders.  The  standardization  to 
which  the  whole  industry  is  committed 
guarantees  a  low  rate  of  obsolescence 
from  technological  change.  And  finally, 
the  container  leasing  companies  enjoy 
very  low  tax  rates,  either  because  they 
are  foreign  domiciled  and/or  because 
they  use  tax  deferrals  and  high  depreci- 
ation rates. 

Under  the  circumstances,  one  might 
expect  a  rush  to  set  up  new  container 
leasing  outfits.  In  fact,  not  a  single  sub- 
stantial new  one  has  been  started  in  re- 
cent years:  It's  too  costly.  And  the  60% 
jump  in  container  costs  means  that  a 


Space  Savers:  Collapsible  contain- 
ers are  one  way  to  cut  the 
cost  of  repositioning  empty  containers. 


newcomer  would  be  saddled  with  a  near- 
permanent  cost  disadvantage  vis-a-vis 
the  older  competition.  As  a  result,  eight 
leasing  companies  today  account  for  over 
of  the  container  leasing  business. 

Another  consideration  for  new  en- 
trants is  the  unique  cost  known  as  reposi- 
tioning, which  results  most  often  from 
physical  trade  imbalances  between  coun- 
tries such  as  the  U.S.  and  Japan.  Under  a 
standard  master  lease,  containers  are 
paid  for  at  a  flat  rate,  and  it  is  the  leasing 
company's  responsibility  to  relocate  a 
container  where  the  customer  wants  it. 

This  was  a  real  problem  in  1974  and 
1975  for  outfits  like  CTI.  Says  Fox,  "On  a 
revenue  base  of  about  $34  million,  we 
had  repositioning  costs  in  excess  of  $4 


million.  Don't  think  we  weren't  wor- 
ried." Today  they're  running  $6  million  a 
year  for  CTI,  but  the  revenue  base  is 
over  $75  million.  "At  this  point,"  says 
Fox,  "it's  more  a  psychological  hurdle 
than  a  financial  one.  It  can  be  overcome 
if  it  is  fully  costed  into  the  leasing  pro- 
gram." Outfits  like  Sea  Containers  and 
Interpool  agree  with  Fox. 

But  will  that  be  true  if  revenue  growth 
falters?  Given  a  slowdown  in  world 
trade,  with  the  growth  in  trade  imbal- 
ances' that  that  implies,  repositioning 
costs  could  increase  to  the  point  where 
they  would  cut  into  earnings.  Smaller 
leasing  outfits  are  so  worried  by  the  pros- 
pect that  some  are  refusing  to  take  more 
business  on  a  master  lease. 


Fox,  who  is  a  mathematician  and  com- 
puter consultant,  also  acknowledges  that 
price-cutting  "could  get  cutthroat  for  a 
time,  "  especially  if  business  slows  down. 
"At  some  point — whether  world  trade  is 
booming  or  not — companies  with  lower 
expense  levels,  high  margins  and  large 
cash  flows  will  begin  to  undercut  other 
companies.  We'll  be  tempted  to  com- 
pete on  the  basis  of  price." 

But  for  the  long  run,  Fox  and  every 
other  shipping  container  executive  be- 
lieve that  a  lot  of  business  remains  to  be 
converted  to  containerization  before  the 
industry  matures  and  can  grow  only  with 
world  trade.  The  only  question  is  wheth- 
er the  new  business  will  come  as  rapidly 
and  profitably  as  did  the  old.  ■ 


Lnderachiever  

Like  a  bright  child  who  never  quite  lived  up  to  his  promise,  Flying  Tiger, 
now  Tiger  International,  has  settled  down  to  a  comfortable  middle  age. 


If  airfreight  got  paid  by  the  promise 
instead  of  the  pound,  it  would  be  a  hel- 
luva business.  About  ten  years  ago  when 
its  traffic  was  showing  annual  growth 
rates  of  26%  and  33%,  executive  suites 
had  visions  of  the  day  when  airline 
freight  revenues  would  overtake  passen- 
ger revenues  and  huge  cargo  airplanes 
would  land  at  special  freight  airports 
groaning  with  the  commerce  lured  from 
trucks  and  railroads. 

In  case  you  haven't  noticed,  that  isn't 
happening.  As  through  all  the  1970s, 
passenger  revenues  on  U.S.  airlines  still 
are  tenfold  those  for  freight.  Airfreight's 
share  of  U.S.  intercity  freight  volume 
remains  less  than  one  half  of  1%.  Domes- 
tic freight  hauled  by  the  nation's  sched- 
uled airlines  has  inched  up  only  about  an 
average  of  5%  a  year  since  1969. 

All  this  has  had  a  sobering  effect  on 
the  air  cargo  industry,  particularly  at 
Flying  Tiger  Line,  whose  primary  busi- 
ness is  hauling  boxes  rather  than  people. 
Flying  Tiger,  belonging  to  Tiger  Interna- 
tional Inc.,  is  the  world's  largest  all-cargo 
airline,  and  a  fast-closing  second  to  Pan 
American  World  Airways  as  the  world  s 
number  one  cargo  airline  outside  the 
Soviet  Union.  One  of  the  few  survivors 
from  the  mad  scramble  of  ex-military 
pilots  who  started  jockeying  cargo  in  sur- 
plus aircraft  after  World  War  II,  Flying 
Tiger  has  been  doing  a  lot  of  soul-search- 
ing lately. 

Leading  this  introspection  has  been 
Joseph  J.  Healy,  51,  the  airline's  execu- 
tive vice  president  and  chief  operating 
officer.  He  has  been  gradually  assuming 
management  of  the  airline  from  the  ail- 
ing Robert  W.  Prescott,  64,  the  World 
War  II  pilot  who  founded  the  carrier 
back  in  1945. 


Healy  has  been  obsessed  with  finding 
out  why  people  use  airfreight.  The  an- 
swers he  has  been  getting  have  not  been 
very  reassuring. 

Of  fundamental  importance  was  the 
finding  that  shippers  generally  are  much 
more  concerned  about  speedy,  reliable 
service  than  about  costs.  As  a  result, 
Tiger  now  has  less  hesitation  about  seek- 
ing rate  increases. 

The  study  also  indicated  that  airfreight 
will  continue  to  be  highly  dependent 
upon  customer  emergencies  and  special 
projects,  such  as  massive  product-intro- 
duction campaigns.  "We  are  totally  sup- 
plemental" to  less  expensive  surface 
transportation,  concedes  Healy.  Fortu- 
nately, the  emergencies  are  getting  to  be 
almost  chronic  in  business.  Brandishing 
a  pocket  calculator.  Healy  exclaimed: 
"Every  six  weeks  there's  a  major  product 
innovation  in  these.  They  have  to  use 
airfreight."  Flying  Tiger  also  expects  to 
benefit  from  an  urgent  demand  for  parts 
to  keep  an  assembly  line  moving,  or  to 
restock  inventories  of  a  surprisingly  hot- 
selling  item. 

"The  world  is  always  going  to  have 
trouble  managing  itself,"  Healy  smiles. 

But  neither  its  transpacific  routes  to 
such  points  as  Tokyo,  Seoul,  Taipei  and 
Hong  Kong,  nor  the  domestic  coast-to- 
coast  system  including  Los  Angeles,  San 
Francisco,  Boston  and  Chicago,  are  pro- 
viding much  comfort  for  Flying  Tiger 
these  days.  Scheduled  freight  traffic  was 
down  2%  and  8%  respectively  in  the  first 
six  months  of  the  year. 

Healy  contends  that  some  of  their  do- 
mestic business  woes  is  the  airlines'  own 
fault  because  of  the  sharp  cutback  in 
freighter  service  that  Tiger  and  others 
made  after  fuel  costs  spurted  following 


the  oil  embargo  in  late  1973.  "Shippers 
have  become  disenchanted  with  the  frag- 
mented, unreliable  system  operated  by 
the  certificated  carriers,"  says  Healy. 
These  same  cutbacks  help  explain  the 
success  of  Federal  Express  Corp.,  the 
small  package  airline  (Forbes,  Mar.  1). 
By  operating  small  airplanes  exclusively, 
Federal  avoids  route  regulation  by  the 
Civil  Aeronautics  Board  and  can  there- 
fore blanket  the  country  with  its  service 
network. 

Healy  thinks  the  only  real  solution  is 
to  let  Tiger — and  anyone  else  who  wants 
to  try — fly  domestic  freight  wherever 
they  want,  charge  about  what  they  want 
and  even  operate  their  own  trucks  over  a 
wider  area  than  they  can  now.  Some- 
thing like  this  may  well  sail  through  Con- 
gress as  part  of  airline  deregulation 
pushed  by  the  Carter  Administration. 
But  it  could  also  result  in  nimble  new 
competition  like  Federal  Express. 

At  Tiger  International,  the  parent 
company's  headquarters  in  Los  Angeles' 
Century  City,  lean,  intense  Wayne  M. 
Hoffman,  54,  who  is  chairman  of  Flying 
Tiger  as  well  as  president  and  chief  ex- 
ecutive of  the  parent  company,  is  making 
good  money  with  the  Tiger  railcar-leas- 
ing  business.  A  drop  in  airfreight  earn- 
ings trimmed  Tiger  International's  first- 
half  profits  16%  to  $8.2  million  on  rev- 
enues of  $229  million.  But  Hoffman  still 
hopes  the  leasing  business,  plus  a  re- 
cently acquired  mortgage  insurance 
company,  will  enable  the  company  to 
finish  1977  ahead  of  1976's  per-share 
profit  of  $1.61. 

It's  ironic:  Who  would  have  thought 
that  airfreight,  that  onetime  golden  boy, 
would  end  up  in  bed  with  railroad  cars 
and  mortgage  insurance?  ■ 
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The  way  some 
insurance  claims  are  settled 
is  un-American. 

At  American  Mutual,  we  take  the  crawl  out  of  claim  settlements. 
And  you  get  protection. . .  safety  counseling. . .  fair  settlements. 
That's  the  American  way  the  American  Mutual  way. 


/\merican 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


Waiting  For 
The  Future 
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Unlike  most  big  corporations  that 
went  into  real  estate  in  a  big  way, 
Texas  Eastern  is  determined  to  stay, 
even  if  it  takes  50  years  for  the  payoff 
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Still  To  Come:  But  for  two  towering  office  buildings,  Texas  Eastern's  visionary  Houston  Center  is  still  largely  parking  lot. 


By  ELIZABETH  BAILEY 

George  R.  Brown,  a  founder  of  Brown 
&  Root  and  one  of  Houston's  most  influ- 
ential men,  was  sitting  in  the  office  of 
Baxter  D.  Goodrich.  Goodrich  was  then 
president  of  the  Houston-based,  $1.5- 
billion  (revenues)  Texas  Eastern  Corp. 
and  George  Brown  was  chairman.  The 
time  was  the  late  Sixties.  Behind  the  two 
men  Houston's  western  skyline  was  ex- 
ploding with  new  buildings.  To  the  east, 
they  looked  out  on  a  shoddy  vista  of 
parking  lots,  service  stations,  taco  stands 
and  dilapidated  housing.  Brown  said  to 
Goodrich — or  so  the  story  goes — "Bax- 
ter, we  really  should  do  something  about 
all  that  blight." 

Texas  Eastern  decided  to  build  a  "city 
within  a  city,  a  $1.5-billion  develop- 
ment, the  largest  privately  financed  proj- 
ect in  the  country.  The  model  was  the 
four-decades-old  Rockefeller  Center  in 
Manhattan,  the  only  other  visionary  ex- 
ample of  private  urban  development. 
But  the  Houston  project  was  to  be  pre- 
cisely three  times  as  big  as  Rockefeller 
Center. 

In  just  a  few  months  Brown  and  Good- 
rich bought  up  33  city  blocks  on  what 
had  always  been  the  wrong  side  of  the 
tracks.  The  price  was  about  $50  million. 
In  four  months  William  L.  Pereira  of  the 
Los  Angeles-based  architecture  firm  had 
produced  a  model  of  a  totally  integrated 
environment,  approximately  one-third 
offices,  one-third  retail  and  one-third 
residential  and  recreational  space. 

Brown  and  Goodrich  were  going  to 
show  the  world  that  a  decayed  inner  city 


could  be  saved  through  private  invest- 
ment, not  government  aid.  In  1972 
Goodrich  announced:  "Our  Master  Plan 
.  .  .  envisions  a  City  of  the  Future  in 
which  people  can  live  and  work  in  un- 
congested  and  beautiful  surroundings.  It 
may  well  prove  to  be  a  prototype  of  what 
is  to  come  in  other  cities." 

Five  years  later  Houston  continues  to 
boom,  and  downtown  has  nearly  dou- 
bled its  office  space.  But  Texas  Eastern's 
development  is  just  two  office  towers 
and  a  parking  garage.  Twenty-nine 
blocks  of  blight  remain. 

The  biggest  problem  has  been  that 
though  150,000  people  work  downtown 
and  500,000  pass  through  each  day,  no- 
body seems  to  want  to  live  there;  Tex- 
ans,  like  other  Americans,  seem  to  pre- 
fer the  suburbs.  The  only  two  attempts 
at  high-rise  downtown  housing  have  had 
a  lot  of  trouble:  Houston  House  and  2016 
Main  Street,  both  completed  in  1966, 
have  only  recently  filled  up.  Housing 
units  in  the  downtown  district  have  de- 
creased 10%  over  the  past  seven  years  to 
about  2,100.  Under  the  circumstances, 
nobody  has  had  the  courage  to  build 
housing  in  Houston  Center. 

The  sad  fact  is  that  downtown  Houston 
is  rather  grimy.  Its  best  feature — the 
cluster  of  buildings  in  the  central  busi- 
ness district,  dominated  by  Gerald 
Hines'  award-winning  Pennzoil  Place — 
rises  from  the  semiurban  clutter  like  a 
rosebush  in  a  vacant  lot.  Nor  are  there 
recreational  or  adequate  shopping  facili- 
ties. Houston  Center's  head,  William  T. 
Kendall,  is  aware  of  the  problem:  "You 
just  don't  have  the  amenities  downtown. 


Sure,  you  can  walk  to  work,  but  you  have 
to  get  in  your  car  and  drive  five  miles  for 
a  pack  of  beer.  If  we  were  to  build  an 
apartment  house  tomorrow  we  would 
have  to  build  and  subsidize  drugstores 
and  cleaners — the  lot." 

Texas  Eastern  had  trouble  leasing  its 
first  office  tower,  Two  Houston  Center, 
in  the  soft  market  of  the  mid-Seventies. 
The  second  tower,  to  be  completed  in 
the  record  time  of  14  months,  is  more 
than  80%  leased — but  that's  with  Texas 
Eastern  itself  taking  up  at  least  50%  of 
the  space. 

Meantime,  rival  realtors  are  upstaging 
Texas  Eastern.  In  addition  to  his  subur- 
ban developments,  the  very  shrewd 
Gerald  Hines  has  built  over  3  million 
square  feet  of  office  space  in  the  more 
classy  western  part  of  the  city  and  has 
just  announced  plans  for  a  50-plus-story 
tower  with  Houston  Oil  &  Minerals  as  a 
major  tenant.  Kenneth  Schnitzer,  Hous- 
ton's other  real  estate  wizard,  has  recent- 
ly completed  the  leasing  of  one  new 
building  in  the  Allen  Center  downtown, 
is  working  on  a  second  and  has  plans  to 
build  four  more.  The  office-space  market 
in  Houston  is  one  of  the  strongest  in  the 
country,  with  a  97.5%  occupancy  rate  in 
downtown.  Of  Texas  Eastern,  one  real 
estate  analyst  says:  "They've  got  a  major 
commitment  in  an  area  where  they  have 
no  expertise  and  are  up  against  very 
sharp  operators." 

Houston  Center  s  carrying  costs  right 
now  exceed  income.  Nor  has  the  value  of 
the  land  gone  up  as  much  as  other  land 
around  Houston.  Estimates  of  the  land's 
worth  run  at  around  $55  million  to  $60 
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)  efore  international  money  problems  overwhelm  your  business, 

FELL  IT  TO  THE  MARINE 


If  left  uncontrolled,  the  forces  of  international  finance 
!  could  severely  damage  a  corporation's  foreign  assets.  But 
controlling  them  is  astoundingly  complicated  because  there 
are  no  answers  that  work  every  day.  Rates  move,  regulations 
are  rewritten,  and  governments  change. 

In  fact,  you  could  probably  double  the  size  of  your  corporate 
treasury  team  and  still  not  have  all  the  resources  you  need. 

That's  where  we  come  in.  Marine's  International  Treasury 
Management  Group  of  foreign  exchange  advisors,  money 
market  experts,  accountants,  and  economists  have  15  proven 
systems  to  help  you  protect  earnings  per  share  and  cash  flow. 
We  can  not  only  tell  you  what  you  might  do,  we  can  tell  you  in 
very  realistic  terms  what  will  happen  if  you  do  it.  Or  don't  do 
it.  And  we  can  execute  any  decision  you  make. 
For  example,  MARINFEX,  one  of  Marine's  computer 


models,  lets  you  precisely  calculate  the  impact  of  fluctuations 
on  earnings  under  FASB  #8.  And  our  foreign  exchange 
exposure  management  service  helps  you  define  your  global 
exposure  and  then  devise  strategies  to  optimize  it,  including 
daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury  Manage- 
ment Group  can  help  you  with  day-to-day  trading  decisions 
and  longer-term  hedging,  with  funds  flow,  with  alternate 
financing,  with  short-term  money  investments,  with  leading 
and  lagging  strategies,  with  international  cash  management, 
with  world-wide  tax  consequences,  with  currency  monitor- 
ing, with  specific  currency  studies,  and  with  foreign  exchange 
forecasting. 

We  can  help  you  cope  with  all  the  problems  of  doing  busi- 
ness internationally.  All  you  have  to  do  is  tell  it  to  the  U 


MARINE  MIDLAND  BANK 


Buffalo,  New  York  City  (212-797-5963),  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London  (01M41-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney, Tehran,  Tbkyo,  Tbronto. 


million;  an  appreciation  of  less  than  3% 
per  year.  "If  Texas  Eastern  was  a  typical 
developer  in  the  marketplace,  they'd  be 
bellyup  right  now,"  says  one  knowledge- 
able real  estate  expert. 

Of  course,  Texas  Eastern  is  not  a  typi- 
cal developer.  The  $50  million  tied  up  in 
the  ground  is  dwarfed  by  steadily  in- 
creasing earnings  ($107  million  in  1976) 
and  a  healthy  14.7  return  on  equity.  The 
company  has  the  muscle  to  get  outside 
financing  for  its  construction;  $50  million 
from  Metropolitan  Life  for  the  first  tower 
and  last  spring  about  $50  million  for  the 
second  from  Aetna  Life  &  Casualty. 

"We  have  the  staying  power,"  says 
Kendall.  "A  developer  would  have  to 
come  in  and  get  out.  We're  in  a  position 


How's  THIS  for  a  showing:  Your  net 
profits  go  up  nearly  70%  in  the  fiscal  year 
ended  June  30  (to  $3.61)  a  share  and  you 
lead  your  industry  in  Forbes  Annual 
Report  on  American  Industry  with  a  19% 
five-year  return  on  equity. 

This,  believe  it  or  not,  is  a  utility 
company,  Entex,  Inc.,  which  serves  the 
Houston  area  with  gas.  Is  the  record 
profit  cause  for  celebration?  Yes,  but 
Entex  Chairman  Jackson  Hinds,  56,  a 
lawyer  by  training,  wants  to  hedge  his 
bets.  In  the  midst  of  his  company  s  best 
year  he  acquired,  for  $20  million,  Uni- 
versity Savings  Association,  a  savings 
and  loan  association  with  $404  million 
assets  and  $5  million  net  income  in  its 
June  30  fiscal  year. 

Why  a  bank?  because  the  cautious 
owner  of  this  successful  gas  company 
isn't  sure  how  much  gas  will  be  available 
to  him  in  the  future.  He  could  go  out  and 
explore  for  it,  but,  he  asks,  would  that  be 
the  best  way  to  spend  stockholders' 
money? 

"Suppose  you  take  $100  million  and 
put  it  out  there  in  the  Gulf  of  Mexico," 
he  says,  pointing  in  the  direction  of  the 
Gulf  from  his  office  in  Entex'  mirror- 
glass  skyscraper  in  downtown  Houston. 
"The  potential  is  enormous  if  you  win. 
But  it's  only  losers  who  think  what  they 
will  do  if  they  win.  It's  winners  who 
think  what  they  will  do  if  they  lose:" 
Which  is  another  way  of  saying  that  the 
wise  man  counts  the  risks  as  well  as  the 
potential  gain. 

Up  to  now,  Hinds  has  done  the  kind  of 
things  that  many  gas  utilities  are  doing: 
Building  up  or  acquiring  production 
companies,  in  an  effort  to  get  as  much 
supply  as  possible  under  ownership  rath- 


to  wait  aud  see.  I  don't  think  we'll  build 
residentially  in  the  next  five  years.  We 
don't  think  we  should  go  ahead  before 
the  city  has  developed  more  amenities  to 
encourage  people  to  live  downtown." 

First  on  Kendall's  list  of  amenities  is  a 
public  transportation  system.  Houston 
has  no  rail  transport,  the  regular  bus 
system  carries  only  90,000  people  a  day 
and  the  experimental  minibuses  in  the 
central  business  district  serve  only  3,000 
people  daily.  One  of  the  most  promising 
developments  for  the  future  of  down- 
town is  the  $33-mi!lion  grant  Houston 
recently  got  from  the  Urban  Mass  Tran- 
sit Administration  to  develop  a  1.1-mile 
people-mover. 

One  long-term  trend  favoring  down- 


er than  contract.  Entex  acquired  Big 
Chief  Drilling  in  1972  and  with  it  prop- 
erties in  Oklahoma  and  Texas  that  are 
now  an  oil-and-gas  production  division  of 
Entex.  Entex  has  ventures  going  in  lig- 
nite in  Texas  and  Mississippi  and  geoth- 
ermal  steam  in  California.  Those  activi- 
ties, dubbed  the  Energy  Resource 
Group,  brought  in  10%  of  earnings  in 
fiscal  L976. 


Gasman-Cum-Banker:  Houston's  Jack- 
son Hinds  already  runs  the  most  profit- 
able U.S.  gas  utility.  Now,  for  very 
sound  reasons,  he  has  gone  out  and 
bought  a  savings  and  loan  association. 


town  and,  therefore,  Texas  Eastern's 
stake  in  it  is  the  energy  crisis.  Howard 
Home,  head  of  a  Houston  real  estate 
firm  and  chairman  of  the  Chamber  of 
Commerce's  Downtown  Committee 
points  out:  "The  high  cost  of  gasoline 
makes  it  natural  for  the  hub  of  the  city  to 
develop  more."  But  at  the  moment  Tex- 
as Eastern  has  no  new  deals. 

Nevertheless,  unlike  other  big  corpo- 
rations that  blundered  into  real  estate  in 
the  late  Sixties  and  then  had  to  fight 
their  way  out,  Texas  Eastern  is  going  to 
stay.  Says  Home  of  Texas  Eastern; 
"They  have  a  substantial  commitment  ta 
Houston  Center;  [but]  instead  of  being  a 
20- year  project,  it's  a  40-to-50-year 
project."  ■ 


It  expanded  in  gas  distribution,  too.. 
Entex  late  in  fiscal  1976  took  over  the 
retail  gas  distribution  business  of  Hous- 
ton Natural  Gas  for  $66  million  in  pre- 
ferred stock  and  borrowed  cash.  That 
added  360,000  new  customers,  and  gave 
Entex  just  about  all  the  residential  and 
commercial  gas  distribution  market  in 
Houston.  That's  not  the  company's  only 
customer  area;  it  has  other  customers  in 
east  and  south  Texas,  Louisiana  and 
Mississippi. 

So  why  not  press  on  finding  new  re- 
serves? That's  simple  enough  to  say,  but 
much  more  complicated  when  you  try  to j 
do  it:  Entex  Energy  Resource  Group 
took  $12.8  million  in  capital  expendi- 
tures last  year — 63%  of  the  company's 
entire  capital  budget.  The  question  on 
Hinds'  mind  seems  to  be  whether  it  isjj] 
possible  to  insure  supplies  for  all  of  his 
customers — especially  the  industrial  us- 
ers who  constitute  less  than  1%  of  his 
customer  accounts  but  provide  a  hefty 
29%  of  the  company's  revenues — with- 
out spending  more  money  on  acquiring 
those  supplies  than  a  good  manager  pru- 
dently should. 

On  the  other  hand,  there  was  Univer- 
sity. It's  one  of  Houston's  fastest-growing I 
savings  and  loans;  its  earnings  had  nearly 
doubled  in  the  latest  fiscal  year,  to  $4  aj 
share — the  price  Entex  paid  was  only  a 
little  over  four  times  earnings.  The 
Houston  residential  real  estate  market  is 
thriving;  single-family  housing  permits} 
were  up  17%  and  apartment  permits  upj 
45%  in  the  first  half  of  this  year. 

Hinds  reckons  that  with  University's 
earnings  consolidated,  Entex'  net  in- ) 
come  at  the  end  of  June  1978  will  stack 
up  two-thirds  gas  distribution,  one-third 
other  business.  But  even  that's  not 
enough.  He  won't  be  satisfied,  Hinds 
says,  until  the  split  is  50-50.  It's  not  that 
the  gas  business  doesn't  have  a  future; 
but  given  the  twists  and  turns  of  govern-; 
ment  policy,  it  becomes  simple  pru-j 
dence  to  avoid  having  all  one's  eggs  injl 
that  one  basket.  ■ 


You  Can  Bank  On  It 


Entex'  Jackson  Hinds  could  have  put  a  lot 
more  money  in  the  ground;  but  he  preferred  to 
put  some  of  it  in  a  bank. 
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Stiff 

Upper  Lip  

The  Labour  government  has  put  in  an  aristocratic 
war  hero  to  run  British  Steel.  He'll  need  his  courage 
in  the  face  of  a  half-billion-dollar  deficit. 


Sir  Charles  Villiers:  Etonian,  Oxoni- 
an, former  Grenadier  Guards  officer, 
fought  at  Dunkirk,  was  wounded,  para- 
chuted later  behind  German  lines  for 
commando  raids  into  Yugoslavia  and 
Austria.  Said  Villiers  last  month,  with 
outthrust  chin:  "I've  had  a  great  deal  of 
daunt  in  my  life  and  always  managed  to 
survive  somehow." 

Sir  Charles  will  need  all  the  stiff  upper 
lip  he  can  muster.  He  has  the  tough  job 
of  steering  Britain's  state-owned  British 
Steel  Corp.  through  a  massive  capital- 
spending  program  designed  to  maintain 
and  improve  its  ability  to  compete  with 
foreign  steel.  Instead  of  fighting  Ger- 
mans, this  time  Sir  Charles  is  fighting 
trade  unions,  the  government  that  owns 
the  corporation,  obsolete  facilities  and  a 
depressed  world  steel  market.  Maybe 
"fighting"  is  not  the  right  word.  How 
hard  can  you  fight  when  the  government 
owns  you  and  the  unions  have  the  power 
to  paralyze  the  country?  Sir  Charles  can- 
not command.  He  can  only  plead.  And 
hope  to  persuade. 

After  losing  $166  million  last  year  on 
revenues  of  $5.4  billion,  British  Steel  is 
looking  at  a  probable  loss  this  year  that 
could  approach  $500  million.  "In  the 
event  of  an  explosion  in  wages,"  Villiers 
says,  "then  the  losses  would  be  higher 
still.  ...  It  would  price  BSC  out  of  its 
markets  and  expose  Britain  defenseless 
to  foreign  competition.  No  amount  of 
government  money  would  help  us  cope 
with  that  situation." 

An  explosion  in  wages  is  quite  likely. 
Britain's  coal  miners  are  asking  for  a  50% 
raise;  oil  and  chemical  workers  are  de- 
manding 30%.  Britain's  inflation — now 
"down"  to  17% — looks  likely  to  take  off 
again. 

After  decades  of  neglect,  in  the  early 
Seventies  the  British  government  began 
pouring  money  into  British  Steel  for  new 
plant  and  equipment — $3  billion-plus 
over  the  past  five  years.  Until  recently, 
the  government  was  planning  to  spend 


nearly  three  times  that  much  over  the 
next  five  years.  The  timing  of  that  mas- 
sive modernization  program  couldn't 
have  been  worse,  with  the  industry  in  its 
third  and  clearly  worsening  year  of  de- 
pression and  with  European  producers 
operating  at  65%  of  capacity.  "The 
strains,"  says  Sir  Charles,  "can  only  be 
described  as  intolerable. 

"We  spent  nothing  for  20  years  be- 
cause of  political  interference,  he  snaps. 
"Now  we're  packing  it  all  into  seven  or 
eight  years.  We  were  nationalized  in 
1951.  Then  ^nationalized.  Then  rena- 
tionalized  in  1967.  Then  crawled  over  by 
a  couple  of  young  Tories  in  1970  who 
said,  'Do  nothing  while  we  look.'  And 
then,  when  the  Labour  government 
came  back  in  1974,  crawled  all  over  by 
Lord  Beswick,  who  told  us  we  couldn't 
close  14  different  plants  as  planned  ex- 
cept under  certain  conditions.  So  politi- 
cal interference  held  the  spending  to 
practically  nil  until  1975." 

"Political  interference"  also  put  an  end 
to  Sir  Charles  Villiers'  predecessor,  Sir 
Monty  Finniston.  The  latter,  a  feisty 
Jewish  steelman  from  a  lower  middle- 
class  Glasgow  neighborhood,  ran  British 
Steel  from  1967  until  last  September. 
But  apparently  Finniston  took  too  seri- 
ously his  mandate  to  make  British  Steel 
an  efficient  competitor,  rather  than  a 
disguised  form  of  the  dole  for  union 
members.  His  management  contract  was 
not  renewed  by  the  Labourite  govern- 
ment, despite  his  obvious  wish  to  re- 
main. (He  is  currently  chairman  of  $1.3- 
billion-sales  Sears  Holdings.) 

Although  he  cut  60,000  men  from  the 
payroll  during  his  years  at  the  helm, 
when  Sir  Monty  was  thrown  out  British 
Steel  still  employed  200,000  men — twice 
the  number  Bethlehem  needs  to  pro- 
duce roughly  the  same  amount  of 
revenues. 

Sir  Monty  was  no  bull  in  a  union  shop. 
He  tried  to  be  tactful,  going  to  great 
lengths  to  find  new  jobs  for  men  laid  off. 


Option?  If  Chairman  Villiers  could 
fire  half  BSC's  workers,  he  should  pro- 
duce as  much  steel — and  at  a  profit. 


"It  wasn't  as  though  we  were  going  to 
throw  them  on  the  dole,"  he  told 
Forbes.  "We  said,  'Let's  participate  to- 
gether to  try  to  get  new  employment  for 
you.'  We  were  able  to  get  18  or  19 
companies  to  Ebbw  Vale,  for  example 
[the  first  hot-strip  mill  in  Europe,  built 
in  1937].  These  were  nonsteel  compa- 
nies and  they  employed  those  former 
BSC  workers. 

"I  tried  to  set  up  a  dialog  at  all  times 
and  at  all  levels.  I  don't  think  I  succeed- 
ed, but  that's  a  different  matter.  I  did 
try.  I  tried  to  set  up  a  National  Joint 
Industrial  Council  at  which  all  the  un- 
ions would  sit  down  and  speak  as  one 
body.  I  failed  completely.  I  tried  to  re- 
duce the  number  of  unions.  Didn't  suc- 
ceed. I  tried  to  have  a  dialog  on  the 
factory  floor  in  Works  Councils.  I  did 
succeed  there.  We  tried  briefing  groups, 
all  kinds  of  publicity,  video  cassettes 
with  messages,  meeting  with  all  the 
union  leaders  individually  and  collec- 
tively at  which  I  asked  to  hear  their 
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An  electrifying  innovator- 
JCPenney -got  a  profitable  charge 
from  our  innovation: 


Corporate  Bancardcheks! 


The  people  who  first  merchandized 
the  automobile  battery  requiring 
no  service  or  additional  water 
(thus,  no  filler  caps) 
appreciate  trouble- 
saving,  cost- 
cutting  ideas.  So 
it's  not  surprising 
that  the  J  C  Penney 
Company  is  an  enthu 
siastic  user  of  our 
Corporate  Bancardchek 
Service.  And  they're  onf 
one  of  the  corporate 
now  relying  on  this  superior 
way  of  handling  employees'  trave 
expenses.  Others  include  GAF  Corpo- 
ration, Raytheon  Company,  Combustion 


Engineering  Inc.,  Anaconda 
Company,  The  Foxboro  Company. 
Why  this  ever-growing  popu- 
larity? Because  Bancardcheks 
can  save  a  company— 
including  yours- up  to 
30%  a  year  over 
any  other  expense- 
account  system. 
The  Corporate 
Bancardchek  Service 
is  making  other  travel- 
expense  systems  obsolete. 
Like  to  know  more?  Give 
Phil  Manning  a  call.  You  can 
reach  him  in  Boston  at  (617) 
434-6463  or  write  him  at 
Box  1974,  Boston,  MA  02110. 


The  First  people  to  talk  to 


The  First 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


problems.  Didn't  succeed. 

"If  the  capital  spending  had  gone  for- 
ward on  schedule,  and  if  we  had  reduced 
our  manpower,  we  would  have  been  well 
up  with  the  world's  best  by  now.  There 
was  evidence  of  it.  We  built  Scunthorpe 
[whose  21,900  workers  poured  4.1  mil- 
lion metric  tons  of  steel  in  fiscal  1977], 
for  example,  and  that's  as  good  as  the 
Japanese.  We  improved  upon  Sheffield 
[specialty  steel],  and  that's  as  good  as 
anywhere  in  the  world."  Under  Finnis- 
ton,  British  Steel  went  from  20%  basic 
oxygen  furnace  production  to  70% 
BOF — compared  with  81%  for  Japan  and 
63%  for  the  U.S. 

However,  the  blunt  steelman  fre- 
quently ruffled  political  feathers.  In  1974 
English  newspapers  published  an  angry 
exchange  of  correspondence  on  the  topic 
of  overstaffing  between  Sir  Monty  and 
Anthony  Wedgwood  Benn,  then  the 
minister  in  charge  of  British  Steel.  Re- 
peatedly Finniston's  replies  to  com- 
plaints about  British  Steel  were  blunt 
and  undiplomatic,  to  say  the  least. 
Speaking  in  Glasgow  in  early  1976,  Sir 
Monty — himself  a  Fellow  of  the  Royal 
Society,  which  is  Britain's  most  presti- 
gious scientific  group — implicitly  criti- 
cized the  government's  failure  to  put 
more  money  into  the  company  earlier. 
Said  he:  "Criticism  has  been  made  of  the 
corporation  that  it  has  not  been  able  to 
supply  submarine  pipelines  for  North 
Sea  oil  development.  The  reason  for  that 
is  that  we  must  now  be  about  the  only 
industrialized  steel-producing  country 
which  has  not  a  wide  modern  plate  mill 
capable  of  economically  producing  the 
necessary  qualities  of  plate  to  convert 
into  pipe  for  submarine  pipelines.  " 

For  this  and  many  other  reasons — 
including  a  poor  record  for  meeting  de- 
livery dates — British  Steel  has  been 
steadily  losing  ground  in  its  home  mar- 
ket, where  it  is  down  from  70%  in  1973 


Regrets:  "I  rushed  my  fences  too 
quickly,"  says  former  British  Steel 
Chairman  Sir  Monty  Finniston. 


to  53%  last  year. 

Can  Sir  Charles  Villiers,  an  aristocrat, 
succeed  where  Sir  Monty,  a  self-made 
man,  failed? 

Sir  Charles,  a  Labourite  merchant 
banker,  refers  to  himself  as  "the  govern- 
ment's odd-job  man.  "  Of  the  steel  com- 
pany he  says:  "In  the  field  of  [its]  govern- 
ment relations,  I  came  into  a  situation  of 
uproar  and  restored  it  to  normal."  Why 
the  uproar?  Villiers  is  too  astute  political- 
ly to  answer  that.  "I'm  so  bored  with 
yesterday,"  he  sniffs.  "Tomorrow,  my 


boy,  is  the  thing!" 

Ah  yes,  tomorrow.  At  BSC  what  hap- 
pens tomorrow  is  far  from  clear.  At  the 
moment  Villiers  says  he  plans  to  stretch 
the  original  ten-year  capital-spending 
program  conceived  in  1973  over  15 
years,  delaying  such  projects  as  the  $1.4 
billion  Port  Talbot  works.  "We  have  to 
manage  our  way  out  of  trouble,  not 
spend  it  out!"  he  declares,  and  criticizes 
Finniston  for  pushing  too  hard  on  capital 
spending.  Loftily:  "There  was  the  at 
tempt  to  go  too  fast  and  lay  so  much 
attention  on  the  investment  program 
that  current  performance  was 
neglected." 

Villiers  is  careful  to  downplay  Finnis- 
ton's highly  vocal  concern  about  over 
staffing.  "Monty  came  unstuck  on  this," 
says  Sir  Charles.  "He  got  chopped,  so  he 
can  be  expected  to  have  a  rather  special 
view."  Upon  close  examination,  howev- 
er, Villiers'  own  views  and  objectives 
appear  not  very  different.  While  he 
points  with  pride  to  his  own  initiatives 
with  labor  outlined  in  a  speech  May  31, 
they  are  in  fact  a  pale  rehash  of  older 
Finniston  initiatives.  Layoffs  are  now 
possible,  he  goes  on,  thanks  to  "an 
agreement  signed  with  our  unions  on  the 
23rd  of  January,  1976.  "  That  agreement, 
of  course,  was  signed  when  Sir  Monty 
Finniston  was  still  chairman.  "Well,  but 
this  agreement  was  entirely  held  up  until 
today,"  replies  Sir  Charles.  "Up  until 
today,  under  government  income  policy 
we  have  been  unable  to  pay  out  lump- 
sum redundancy  [layoff]  awards." 

Can  Sir  Charles  muddle  through  for 
the  British  government  where  his  prede- 
cessor failed  to  fight  his  way  through? 
The  prospects  are  poor,  but  Sir  Charles 
is  clearly  not  one  for  pessimism.  In  one 
voice,  he  says:  "Nobody's  got  problems 
like  mine."  But  then  he  adds:  "Have  a 
look  at  [my  record  in]  Who's  Who;  we'll 
probably  make  it."  ■ 


Today  Britain,  Tomorrow  The 

Back  in  the  1890s  steel  baron  Andrew  Carnegie  gave  a 
stern  lecture  to  his  British  competitors:  "Most  British 
equipment  is  in  use  20  years  after  it  should  have  been 
scrapped,"  he  warned.  "Because  you  keep  this  used-up 
machinery,  the  U.S.  is  making  you  a  back  number." 

The  British,  secure  in  their  empire,  ignored  Carnegie. 
Now  they  reap  the  dismal  harvest.  Is  the  U.S.,  secure  in  its 
prosperity,  making  a  like  mistake? 

Analysts  at  Merrill  Lynch,  Pierce,  Fenner  &  Smith  now 
say  they  no  longer  view  the  U.S.  Steel  industry  as  "eco- 
nomically sound"  over  the  long  term.  Said  a  recent  Merrill 
Lynch  report:  "To  become  competitive,  the  U.S.  steel 
companies  need  a  massive  building  and  modernization  pro- 
gram, which  they  cannot  afford,  primarily,  we  believe, 
because  of  15  years  of  de  facto  price  controls  and  conse- 
quently inadequate  capital  formation.  " 

Is  the  U.S.  listening?  Apparently  not.  While  industry 
leader  U.S.  Steel  is  angrily  charging  Japanese  steelmen 
with  dumping,  data  from  the  American  Iron  &  Steel  Insti- 


U.S.? 


tute  clearly  demonstrate  that  the  Japanese  are  indeed  more 
efficient  than  we  are  by  almost  any  measure.  "Direct  labor 
productivity  in  Japanese  steel  mills  is  about  50%  greater 
than  the  productivity  in  the  U.S.  on  a  tons-per-man-year 
basis,"  says  Merrill  Lynch.  "Only  one  new  medium-sized 
mill  has  been  built  in  the  U.S.  in  the  last  15  years,  com- 
pared with  eight  giant  milk  in  Japan." 

The  British  government,  finally  convinced  that  the  future 
of  its  economy  depends  on  it,  has  been  spending  aggressive- 
ly to  rebuild  its  steel  industry  right  through  three  of  the 
worst  steel  years  in  recent  memory.  Can  the  U.S.  steel 
industry  convince  the  bureaucrats  in  Washington  to  give  it 
the  price  flexibility  in  recovering  markets  to  rebuild  its 
depleted  capital  base?  Or.  .  .  . 

Will  the  Japanese  steel  industry  end  by  some  day  making 
U.S.  steel  a  "back  number" — Carnegie's  words?  We  are 
already  faced  with  a  ruinous  import  bill  for  petroleum 
products:  Will  we  one  day  be  importing  permanently  much 
of  our  steel  as  well? 
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There  isn't 
a  product  made 
that  can't  be  misused. 


Even  a  safety  pin  manufac 
turer  may  not  be  safe  today 
from  misuse  of  his  product. 
More  than  ever  before, 
manufacturers  and  sellers 
are  being  held  responsible 
by  the  courts  for  product- 
related  injuries-even  when 
the  victims  contribute  to 
their  own  injuries. 

A  man  who  lifted  a 
rotary  lawn  mower  to  cut 
hedges  injured  himself. 
He  sued  the  lawn  mower 
manufacturer  and  won. 
The  manufacturer  of  a 
bench  saw  made  in  1942 
with  the  necessary  safety 
equipment  was  ordered 
to  pay  $50,000  to  a  worker 
injured  using  the  machine 
in  1971.  The  award  was 
made  despite  testimony 
that  a  dealer  rebuilt  the  machine 
without  a  guard. 

In  1976  an  estimated  one  million 
product  liability  claims  were 
filed.  And,  in  a  recent  eight-year 
period,  the  average  award  rose 
by  567%  from  $12,000  to  $80,000. 
That's  not  pin  money. 

Some  huge  awards  have  actually 
caused  plants  to  close  and  many 
people  to  lose  their  jobs. 
And  the  problem  could  get 
much  worse. 

More  claims  and  higher 
awards  mean,  of  course,  higher 
insurance  premiums. 


Insurance,  after  all,  is  simply  a 
means  of  spreading  risk.  Insurance 
companies  collect  premiums 
from  many  people  and  compensate 
those  who  have  losses. 

The  price  of  insurance  must 
reflect  the  costs  of  paying  for 
those  losses  and  the  expenses  of 
handling  them. 

No  one  likes  higher  prices. 
But  we  're  telling  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco  94120 


The  Great  Iron  Ore  Squeeze 

Add  to  the  steel  industry's  other  problems  the  burden  of 
huge  fixed  costs  on  its  recent  expansion  of  iron  ore  capacity. 


Bethlehfm  Steel's  halving  of  its  divi- 
dend last  month  was  a  lightning  flash 
that  revealed  the  steel  industry's  severe 
financial  straits:  On  level  revenues,  Bes- 
sie's earnings  had  fallen  by  about  90%  in 
the  first  half;  investment  credits  were  all 
that  prevented  a  loss.  And  Bethlehem 
was  not  alone.  Despite  tax  credits  and  an 
accounting  adjustment,  U.S.  Steel  had 
to  report  a  50%  earnings  drop. 

"A  number  of  steel  companies  will 
have  their  bonds  downgraded  by  the 
rating  agencies  before  too  long,"  warned 
David  Healy,  steel  analyst  at  New  York's 
Drexel  Burnham  Lambert.  "If  the  econ- 
omy should  weaken  next  year,  you  may 
see  a  few  of  the  marginal  steel  companies 
go  under." 

Spending  on  pollution  equipment  is 
high,  labor  costs  are  soaring,  less  steel 
per  car  is  being  consumed  and  steel  im- 
ports are  rising.  If  that  isn't  bad  enough, 
raw  material  costs  are  soaring  in  an  in- 
dustry suffering  from  a  glut  of  iron  ore 
and  coking  coal.  If  a  supply  glut  seems 
incompatible  with  soaring  prices,  look  at 
what  actually  happened. 

Since  1973  raw  material  costs— rough- 
ly 35%  of  steel  costs — have  been  climb- 
ing rapidly.  Until  then,  the  rise  in  raw 
material  costs  had  been  quite  moderate, 
with  iron  ore  in  particular  running  be- 
hind most  other  commodity  costs. 

Like  all  businesses,  iron  ore  was  hit  by 
inflation  and  by  energy  costs,  but  iron 
ore  had  a  problem  all  its  own.  Faced 
with  expected  shortage,  the  industry  be- 
gan expanding  fast  in  1973. 

The  industry  simply  got  mouse- 
trapped.  Steel  shortages  were  threaten- 
ing in  a  steel  market  where  users  were 
building  inventory  as  an  inflation  hedge. 
Since  it  takes  at  least  four  years  even  to 
expand  an  iron  ore  project,  the  compa- 
nies had  to  act  then  or  face  shortages 
before  1980.  They  chose  to  act. 

As  a  result,  says  Thomas  E.  McGinty, 
senior  vice  president  for  finance  of 
Cleveland-Cliffs  Iron  Co.:  "Today  there 
are  six  major  pellet  projects  under  way  in 
the  U.S.  alone,  which  when  completed 
in  1979  will  add  24  million  tons  of  capac- 
ity and  cost  $1.5  billion." 

That's  just  in  the  U.S.  Today  iron  ore 
is  international.  Last  year  the  U.S.  im- 
ported over  one-third  of  its  iron  ore 
needs,  compared  with  5%  in  1955.  Last 
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month  Utah  International  brought  on 
stream  in  Brazil  the  $600-million  Sa- 
mareo  project  in  partnership  with  a  Bra- 
zilian corporation.  About  half  of  its  5- 
million-ton  pellet  output  is  on  contract 
for  the  U.S.  market. 

Some  of  the  current  glut  may  be  dissi- 
pated by  major  strikes  now  occurring  in 
coal  and  iron  ore  mining  in  the  U.S.,  but 
there  is  also  extensive  overcapacity 
worldwide.  Besides,  frequent  mining 
strikes  have  led  to  declines  in  productiv- 
ity and  consequent  rising  costs.  Says  one 
iron  ore  man:  "After  the  strike,  well 
almost  surely  have  to  raise  prices  again." 

In  the  peculiar  world  of  steel,  excess 
raw  material  capacity  does  not  mean  that 
prices  will  fall.  Most  iron  ore  and  coking 


burdened  with  fixed  costs,  and  the  steel 
companies  must  carry  them  whether 
they  are  able  to  or  not. 

Why  did  steel  companies  make  these 
deals?  Not  because  they  were  profitable 
per  se,  but  because  they  yielded  taxi 
benefits  from  investment  credits  and  de- 
pletion allowances.  But  only  if  you  have 
profits  to  shelter.  The  only  way  out  of  the 
bind  for  the  steel  companies  is  to  raise 
prices  to  improve  their  profitability 
whether  business  is  good  or  not.  But 
Washington  is  unsympathetic. 

Ominously,  European  and  especially 
Japanese  steelmakers  seem  to  be  in  an 
even  worse  bind.  Japan  is  almost  totally 
dependent  on  foreign  sources  for  its  iron 
ore  (40%  from  Australia)  and  its  coking 


. .  'If  the  economy  should  weaken  next  year,  you  may  see 
a  few  of  the  marginal  steel  companies  go  under' . . ." 


coal  business  is  done  on  long-term  con- 
tracts that  are,  in  most  cases,  tied  to 
price  indexes  to  protect  the  supplier.  So 
prices  can  rise,  as  iron  ore  prices  did  by 
4.8%  in  early  1977,  even  in  the  face  of 
oversupply. 

Why  not  shut  down  excess  raw  materi- 
al facilities?  This  is  possible  in  an  older 
mine  that  has  been  heavily  depreciated. 
But  the  newer  mines,  built  at  enormous 
cost  and  high  interest  rates,  cannot  af- 
ford to  shut  down.  They  need  a  steady 
cash  flow  to  pay  back  insurance  company 
lenders.  According  to  Cleveland-Cliffs 
McGinty:  "In  the  mid-Sixties  many 
mines  and  pellet  plants  were  built  with 
equity  money.  However,  as  these  plants 
were  recently  expanded  at  enormous 
costs,  steel  companies  have  been  financ- 
ing the  expansion  with  100%  debt." 

How  much  of  that  is  off-balance-sheet 
debt?  "I  haven't  counted  it,  but  maybe 
$1  billion  to  $2  billion,"  says  McGinty. 
Few  U.S.  firms,  except  for  U.S.  Steel, 
show  all  their  debt  on  the  balance  sheet, 
because  they  don't  own  all  of  their  raw 
materials.  Others,  like  Sharon  Steel, 
Jones  &  Laughlin,  Youngstown,  Armco, 
Republic  and  even  Bethlehem,  use  joint- 
venture  deals  that  inevitably  generate 
off-balance-sheet  debt.  In  short,  most  of 
the  new  iron  ore  projects  are  heavily 


coal.  Japan  needed  more  raw  material 
sources  to  supply  its  ambitious  planned 
expansion  to  over  150  million  tons  of 
steel  capacity  by  1978.  It  is  operating 
well  below  those  levels  today,  but  it 
must  still  take  a  great  deal  of  new  iron 
ore  and  coal  coming  on  stream.  Many 
contracts  allow  temporary  5%-to-15% 
deferrals,  but  the  bulk  of  the  new  sup- 
plies must  be  taken  down.  Also,  in  most 
cases  there  are  partners  in  the  projects. 

So  the  Japanese  must  continue  to  turn 
ore  into  steel.  This  they  do,  not  at  a 
profit  but  to  cover  debt  service  and  to  aid 
their  balance  of  payments.  Under  the 
circumstances,  it  is  not  surprising  that 
their  shipments  to  the  U.S.  have 
climbed  sharply  recently.  Understand- 
ably, U.S.  steel  companies  are  scream- 
ing bloody  murder.  Who  will  prevail  is  a 
question.  The  only  thing  not  in  question 
is  whether  the  Japanese  government  will 
support  its  steel  industry. 

But  who  will  bail  out  the  U.S.  steel 
industry,  much  of  which  is  in  real  trou- 
ble? Apparently  not  President  Carter, 
who  jumps  down  the  backs  of  the  compa- 
nies when  they  raise  prices.  Nonethe- 
less, the  next  year  or  two  will  be  critical 
for  the  U.S.  steel  industry — and  raw  ma- 
terials will  have  played  a  major  part  in  its 
crisis.  ■ 
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Is  There  An  Exorcist 
In  The  House?  

In  a  very  real  sense,  Colonel  Robert  McCormick  is  running  the 
Tribune  Co.  from  the  grave.  Wherever  he  is,  the  eccentric 
publisher  might  well  be  disappointed  with  the  results. 


By  PAUL  W.  STURM 

Colonel  Robert  McCormick,  the 
crusty  old  reactionary  who  ran  the  Trib- 
une Co.,  died  in  1955.  Yet  his  ghost  still 
seems  to  linger  on  the  24th  floor  of  Chi- 
cago's gothic  Tribune  Tower.  There,  sur- 
rounded by  oak  paneling  and  grass-cloth- 
covered  walls,  his  successors  keep  the 
faith  and  manage  what  is  now  a  $900- 
million-a-year  media  empire.  Its  flagship 
holdings  are  the  McCormick  family's 
own  Chicago  Tribune  and  the  New  York 
Daily  News,  founded  by  McCormick's 
cousin,  Captain  Joseph  Patterson.  There 
are  also  broadcast  affiliates,  highly  profit- 
able newspapers  in  Florida  and  huge 
Canadian  newsprint  mills  in  Quebec  and 
Ontario  provinces. 

Tribune  Co.  has  had  four  chief  execu- 
tives since  McCormick's  death,  and  each 
of  them — including  Stanton  Cook,  the 
present  chairman — was  a  company  vet- 
eran who  labored  under  the  Colonel. 
The  present  crop  of  McCormick  prote- 
ges are  not  old  in  years — Chairman  Cook 
is  just  52 — but  seemingly  set  in  their 
ways.  They  are  so  newspaper-oriented 
that — according  to  a  departed  execu- 
tive— management  had  to  be  persuaded 
a  few  years  back  not  to  sell  the  com- 
pany's TV  stations.  The  board  wasn't 
sure  that  they  fit.  "Old  young  men,"  an 
associate  calls  them. 

Cook  himself  began  his  climb  26  years 
ago  as  an  engineer  in  the  Chicago  pro- 
duction department.  His  mentor  and 
predecessor  was  Harold  Grumhaus,  pro- 
duction director  under  the  Colonel. 
Cook's  second  in  command  is  Robert 
Hunt,  who  launched  his  Trib  career  in 
1950  selling  classified  advertisements. 
And  so  it  goes  through  the  organization. 
W.  H.  (Tex)  James,  who  runs  the  New 
York  Daily  News,  was  tapped  by  its  for- 
mer publisher  F.M.  (Jack)  Flynn,  busi- 
ness manager  under  Captain  Patterson. 


Robert  Schmon,  who  is  in  charge  of 
newsprint  manufacturing,  succeeded  his 
father,  who  was  Colonel  McCormick  s 
World  War  I  crony. 

Rreaking  precedent,  several  years  ago 
Tribune  Co.  hired  a  few  top-level  execu- 
tives away  from  other  publishers.  Only 
one  stayed  long  in  Chicago.  "I  wasn't 
ready  to  retire  so  early,"  says  a  departee. 
"That  company  is  clearly  no  place  for 


Still  Tribune  Co.'s  most  powerful  man? 


innovation.  Those  guys  will  take  three 
years  deciding  whether  or  not  to  spend 
$1.5  million  for  a  parking  garage." 

Signs  of  ancestor  worship  abound:  No 
one  has  yet  moved  into  McCormick's  old 
office,  a  palatial  enclave  where  the  para- 
noid Colonel  reportedly  kept  an  ax 
handy  to  ward  off  attackers.  A  passenger 
on  the  Tribune  Co.'s  corporate  jet  re- 
ports that  pilots,  not  entirely  in  jest,  had 
installed  Pratt  &  Whitney  nameplates  on 
its  Rolls-Royce  engines  so  as  not  to  of- 
fend McCormick's  all-American 
passions. 

How  has  management  from  beyond 
the  grave  worked?  Its  style  is  hardly 


aggressive.  Once  the  nation's  largest 
publishing  firm,  Tribune  Co.  now  ranks 
third  in  daily  circulation — behind  the 
fast-growing  Knight-Ridder  group  and 
the  far-flung  holdings  of  tight-pursed 
Samuel  Newhouse.  As  expansion-orient- 
ed chains  like  Gannett  and  Times  Mirror 
moved  into  choice  small-town  markets  or 
specialty  magazines,  Tribune  Co.  hoard- 
ed its  cash.  Practically  debt  free,  at  year- 
end  1976  it  had  $60  million  socked  away 
in  short-term  investments.  The  Tribune 
Co.  is  solvent  to  the  point  of  low  return. 
Salaries  are  high,  too.  Tribune  Co. 
spends  48%  of  its  revenues  on  compen- 
sation; Dow  Jones  gets  by  with  just  30%, 
and  no  other  comparable  company  ex- 
ceeds 40%. 

Chairman  Cook  made  $260,000  last 
year — $80,000  more  than  Knight-Ridder 
boss  Alvah  Chapman,  despite  the  fact 
that  Knight  out-earned  Tribune  Co.  by 
24%.  In  addition,  key  Tribune  execu- 
tives typically  get  stock  options  and  some 
of  the  sweetest  long-term  contracts  any- 
where: Cook's  compensation  is  guaran- 
teed through  1990,  and  he'll  receive 
$50,000  in  annual  consulting  fees  for  ten 
more  years. 

Even  with  overly  cautious  corporate 
leadership,  over  the  past  several  years 
staffers  at  Tribune  Co.'s  two  biggest 
properties  have  pushed  steadily  for  im- 
provements. Though  circulation  at  the 
New  York  Daily  News — now  1.9  mil- 
lion— is  off  10%  from  its  1971  peak,  the 
paper  is  still  the  nation's  largest.  Editor 
Michael  O'Neill  has  brightened  it  by 
adding  features  like  Liz  Smith's  gossip 
column  and  the  Peanuts  comic  strip  as 
well  as  top-notch  writers  Jimmy  Rreslin 
and  Pete  Hamill.  Emphasis  on  suburban 
coverage  has  stemmed  a  readerslnp  de- 
cline in  New  Jersey,  and  during  the  past 
five  years  the  News  has  held  its  advertis- 
ing steady  while  The  New  York  Times 
has  posted  a  10%  drop. 
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In  Chicago,  Tribune  editor  Clayton 
Kirkpatrick  has  engineered  a  similar 
transformation — and  won  six  Pulitzer 
prizes.  Though  the  newspaper  s  national 
reporting  has  little  clout,  some  features 
of  the  Tribune — especially  its  food  sec- 
tion— are  excellent.  The  paper's  757,000 
all-day  circulation  trails  that  of  the  Field 
Enterprises'  competing  Sun-Times  and 
Daily  News,  but  the  Trib  currently 
boasts  an  advertising  edge  in  the  hotly 
competitive  Chicago  market. 

These  are  victories,  however,  that 
Tribune  Co.  executives  may  have  won 
despite  themselves.  "Sure,  top  manage- 
ment has  allowed  some  things  to  go  mod- 
ern without  looking  foolish,  like  Curtis 


Publishing  did  at  The  Saturday  Evening 
Post,"  concluded  Frank  Waldrop, 
McCormick's  biographer  and  a  man  who 
watches  the  firm  closely.  "Along  the 
way,  of  course,  they've  missed  a  whole 
lot  of  opportunities." 

Among  lower-  and  middle-manage- 
ment ranks,  in  fact,  Tribune  Co.  has 
made  a  graceful  editorial  transition  from 
McCormick's  ultraconservativism.  New 
York  Daily  News  copy  editors  no  longer 
refer  to  United  Nations  officials  as  "tur- 
ban heads  on  the  East  River,''  and  the 
Tribune  no  longer  bills  itself  as  "The 
American  Newspaper  for  Americans." 
But  all  the  changes  aren't  without  irony. 
"I  love  it  when  Tribune  salesmen  quote 


Time  magazine  as  saying  they  have  an 
exciting  new  property,"  laughs  an  old 
Chicago  ad  man.  "McCormick  would 
collapse — he  thought  Luce  and  his 
bunch  were  all  Communists." 

What  with  the  high  costs  of  big-city 
newspapers,  however,  Tribune  Co  s 
best  publishing  earnings  come  from 
Florida.  With  neither  unions  nor  com- 
petitors to  contend  with,  its  Fort  Lau- 
derdale and  Orlando  operations  (total 
daily  circulation:  281,000)  earned  an  esti- 
mated $19.9  million  in  1976,  vs.  $18.8 
million  for  the  Trib  and  $11.4  million  for 
the  News.  A  dark  spot  in  the  picture  is 
the  once  highly  profitable  Valley  News  b- 
Green  Sheet  in  suburban  Los  Angeles, 


Who  Obtains? 

Only  one  Tribune  Co.  stockholder  is 
challenging  management's  tight  con- 
trol of  the  media  giant.  He  is  Joseph 
Albright,  a  40-year-old  professional 
journalist,  whose  great-great-grandfa- 
ther, Joseph  Medill,  bought  control 
of  the  Chicago  Tribune  before  the 
Civil  War.  Albright,  who  never 
worked  at  Tribune  Co.  properties,  is 
now  a  Washington  reporter  for  Atlan- 
ta's Cox  newspapers. 

His  family,  which  inherited  Trib- 
une Co.  stock  through  New  York 
news  founder  Joseph  Patterson,  owns 
less  than  5%  of  the  company's  shares. 
In  1973  the  Albrights  attacked  alleged 
self-dealing  and  mismanagement  on 
the  part  of  McCormick-Patterson 
trustees.  Their  suit  still  plods  along  in 
a  Chicago  federal  court,  though  the 
trust  automatically  dissolved  in 
1975 — 20  years  after  McCormick's 
death. 

This  challenge  poses  special  prob- 
lems for  Tribune  Co.  executives  since 
the  Albrights  may  themselves  have 
sufficient  financial  backing  to  go  after 


corporate  control:  They  are  beneficia- 
ries of  another  trust,  proceeds  from 
Times  Mirror's  1970  purchase  of  the 
Long  Island  newspaper  Newsday. 
The  late  Alicia  Patterson,  Albright's 
aunt,  owned  49%  of  that  paper  and 
left  her  interest  to  Albright's  family. 
That  nest  egg  should  now  be  worth 
$45  million — enough  to  bankroll  a 
major  attack  on  Michigan  Avenue's 
Tribune  Tower. 

So  far,  the  Albrights'  efforts  have 
received  little  support  from  other 
Tribune  Co.  owners.  Mrs.  Garvin  (Ba- 
sie)  Tankersley,  McCormick's  niece 
and  a  breeder  of  fine  horses,  prob- 
ably holds  the  biggest  block  of  stock 
in  individual  hands — over  5%.  Her 
husband,  a  member  of  the  corpora- 
tion's board,  hung  up  when  a  report- 
er telephoned  to  ask  him  a  few  ques- 


tions  about  Tribune  management. 

Two  other  wealthy  clans  have  100- 
year-old  investments  that  comprise 
25%  of  Tribune  Co.  shares.  James 
Cowles,  whose  family  has  newspaper, 
broadcasting  and  other  extensive 
holdings  in  Spokane,  Wash,  (and  isn't 
related  to  media-owning  Cowles  in 
Des  Moines  or  Minneapolis)  is  a  Trib 
director.  So  is  Dr.  John  Lloyd,  a  Bos- 
ton physician,  who  represents  heirs  of 
19th-century  investor  Henry  Demar- 
est  Lloyd.  Last  year  Tribune  Co.  add- 
ed the  first  outsiders  to  its  board — 
Thomas  Ayers,  chairman  of  Common- 
wealth Edison,  and  Robert  Reneker, 
retired  chairman  of  Esmark.  "Those 
guys  haven't  challenged  management 
yet,"  says  one  man  who  has  attended 
directors'  meetings,  "but  they're  ask- 
ing some  intelligent  questions." 
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It  took  more  than  money 
to  build  Dallas  into 
the  financial  center  of 
the  Southwest. 


It  took  ability  fired  by  pure 
determination. 

That  was  more  than 
enough.  From  a  small  trading 
post,  Dallas  has  grown  to  be  the 
nation's  eighth  largest  city.  And 
grown  to  be  the  financial  center 
of  the  booming  Southwest. 

Dallas  has  spawned 
scores  of  banks.  Million-dollar 
companies.  The  Federal 
Reserve  Bankof  Dallas. Aworld 
trade  center  hosting  400,000 
customers  annually.  One  of  the 
South's  largest  skilled  labor 
forces. 

And  Republic  National 
Bank— a  bank  with  over  $5  billion 
in  resources.  In  working  with  our 
clients,  we've  helped  make 
Dallas  the  financial  center  of 
the  Southwest.  And  Republic 
National  Bank/'s  Dallas. 


Republic  National  Bank 
is  Dallas.  5 


A  Republic 
of  Texas 
Company 


Member  FDIC 


which  Tribune  Co.  bought  for  $26  mil- 
lion in  1973 — a  rare  acquisition.  Valley 
News  probably  lost  money  last  year;  its 
circulation  (now  256,000  daily)  has 
dropped  since  Tribune  Co.  took  over. 
Despite  that,  the  company  recently 
bought  another  California  paper — in 
nearby  Escondido. 

At  boardroom  level,  proponents  of  do- 
ing anything  a  new  way  must  walk  an 
extremely  fine  line.  For  example,  the 
firm's  highly  respected  broadcast  oper- 
ations, which  accounted  for  28%  of  its 
total  profits  last  year,  are  largely  the 
product  of  Ward  Quaal.  He 
was  an  innovative  executive 
who  pioneered  successful 
programming  for  non-net- 
work stations  at  its  WGN 
outlets  in  Chicago.  But 
Quaal's  national  reputation 
and  urge  to  expand  didn't  sit 
well  with  newspaper-domi- 
nated Tribune  manage- 
ment: Three  years  ago — at 
55 — he  was  quietly  eased 
out  of  the  company. 

Though  it  now  issues  an- 
nual reports  and  voluntarily 
makes  the  proxy  statement 
disclosures  required  of  a 
public  corporation,  Tribune 
Co.  remains  privately  held. 
Trib  executives  steadfastly 
refuse  to  be  interviewed 
and,  with  a  minor  excep- 
tion, its  300-odd  stock- 
holders (see  box,  p.  62) 
seem  content  with  the  sta- 
tus quo.  The  company's 
8,000  outstanding  shares  are 
currently  worth  $42,000 
each,  as  appraised  by  First 
National  Bank  of  Chicago. 
That  is  roughly  20%  below 
book  value,  a  glaring  fact  in 
a  business  where  well-run 
companies  sell  at  premiums 
of  nearly  50%  over  book. 

One  reason  for  the  corpo- 
ration's low  valuation: 
Though  Tribune  Co.  earned 
$42  million  last  year — near-  — ^— — 
ly  as  much  as  the  New  York  Times  and 
Washington  Post  companies  combined — 
its  five-year  return  on  stockholders'  eq- 
uity is  just  over  8%.  Most  competitors  do 
twice  as  well.  Even  the  New  York 
Times,  which  is  burdened  with  all  the 
headaches  of  operating  in  New  York 
City,  averaged  12%. 

In  a  more  publicly  held  corporation, 
all  this  might  cause  major  grumbling, 
but  not  at  Tribune  Co.  Though  its  offi- 
cers own  little  stock — Cook  holds  just  20 
shares — they  control  six  seats  on  its  11- 
man  board.  McCormick's  ghost  protects 
the  status  quo  quite  nicely.  Until  1975, 
53%  of  Tribune  Co.  shares  were  held  by 
the  McCormick- Patterson  trust.  Corpo- 
rate officers  doubled  as  trustees,  and  that 


controlling  block  was  a  ready  rubber 
stamp  for  management.  When  the  trust 
dissolved,  outsiders  expected  a  public 
offering — not  that  the  firm  needed  mon- 
ey, but  in  order  to  create  a  market  for  its 
stock.  That  hasn't  happened  yet,  but  it  is 
still  likely.  In  addition  to  issuing  annual 
reports,  Tribune  Co.  retains  both  Gold- 
man, Sachs_  and  Salomon  Brothers  as 
financial  advisers. 

One  of  the  McCormick-Patterson 
trustees'  last  acts,  however,  was  to  ap- 
prove stiff  antitakeover  provisions — stag- 
gered election  of  directors  and  an  80% 


". . .  Corporate  officers  control  six  seats  on 
the  company's  11 -man  board  and  McCormick's 
ghost  protects  management  nicely  .  .  ." 


stockholder  approval  requirement  for 
any  merger.  "That  means  any  outsider 
who  wanted  to  buy  in  would  have  to 
invest  $300  million  or  so  and  wait  12 
years  before  he  could  get  control,"  ex- 
plains an  investment  banker. 

So,  even  if  the  company  goes  public, 
management  may  be  able  to  retain  its 
power.  The  major  beneficiary  of  the 
McCormick-Patterson  trust  was  a  residu- 
ary McCormick  trust,  now  the  com- 
pany's largest  single  stockholder  with 
over  18%  of  its  shares.  As  trustees,  Stan 
Cook  and  two  underlings  control  these 
votes.  In  addition  they  also  dominate 
employee  pension  and  profit-sharing 
trusts,  which  hold  another  5%  of  Tribune 
Co.  stock.  Since  the  larger  trust  is  a 


charitable  entity — contributing  about 
$2.5  million  annually  to  journalism 
scholarships  and  midwestern  hospitals — 
tax  laws  will  eventually  force  it  to  sell  off 
its  holdings.  Corporate  executives,  how- 
ever, may  be  able  to  avoid  losing  control 
by  gradually  transferring  that  stock  into 
the  employee  trust. 

Any  entity  with  such  complex  owner- 
ship is  bound  to  rely  heavily  on  lawyers, 
and  Tribune  Co.  does.  McCormick,  him- 
self an  attorney,  helped  found  Kirkland 
&  Ellis,  now  one  of  Chicago's  largest  law 
firms.  Partner  Don  Reuben,  a  major  lo- 
cal powerbroker,  has  be- 
come Stan  Cook's  closest 
adviser.  (Reuben  denies 
anything  more  than  a  long 
professional  relationship, 
but  reportedly  there  is  a  di- 
rect telephone  line  between 
his  office  and  Cook's.) 
Heavy  reliance  on  legal 
opinions,  in  fact,  is  charac- 
teristic of  the  company. 
"The  Trib  has  always  oper- 
ated with  counsel  at  its  el- 
bow," says  one  former  ex- 
ecutive. "Whatever  you 
want,  a  lawyer  will  say  don't 
do  it."  The  result  is  not  poor 
management  but  timid 
management. 

Soon  several  important 
decisions  must  be  made. 
The  future  of  Tribune  Co.'s 
Canadian  newsprint  hold- 
ings is  a  major  question 
mark.  These  two  mills  ac- 
count for  nearly  half  of  the 
corporation's  $643  million  in 
assets.  Its  Quebec  oper- 
ation, among  the  largest  and 
most  modern  in  the  prov- 
ince, faces  potential  nation- 
alization; its  aging  Ontario 
property  must  be  either 
modernized  or  abandoned. 
In  addition,  heavy  expendi- 
tures will  soon  be  required 
at  the  Trib  s  Chicago  print- 
ing plant,  and  executives 
must  decide  whether  to 
continue  the  paper's  costly  afternoon 
editions.  They  produce  about  20%  of  its 
circulation,  but  account  for  a  far  higher 
share  of  expenses.  Also,  the  threat  of 
divestiture  hangs  over  Tribune  Co.'s 
premier  broadcast  licenses — WGN  in 
Chicago  and  WPIX  in  New  York.  Other 
publishers  want  to  blunt  that  impact  by 
swapping  stations,  preferably  to  larger 
markets.  But  with  two  such  choice  chips, 
Tribune  Co.  can  only  trade  down. 

In  making  the  necessary  decisions,  ex- 
ecutives cannot  consult  the  long-depart- 
ed Colonel.  So,  at  some  point — and  it 
cannot  be  far  off — management  will  have 
to  act  on  its  own,  the  curtain  will  drop, 
and  the  Robert  McCormick  era  will  final- 
ly come  to  an  end.  ■ 
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Whose  idea  was  it 
to  bring  this  meeting 
to  St.  Louis? 


I'll  wish  it  were 
mine  when  the  boss 
ees  this  place. 


Ever  consider  St.  Louis  for  your  next 
ousiness  meeting? 

Our  centralized  location  offers  easy 
ccessibility,  plus  deluxe  hotel  rooms  and 
omplete  audio/visual,  banquet  and 
ntertainment  facilities.  At  prices  that  can  make 
eroes  out  of  meeting  planners. 

For  details,  call  or  write  Jerry  M.  Bedford, 
Suite  1545,  500  North  Broadway,  St.  Louis, 
Missouri,  63102,  [314)  421-1023. 

If  you  want  fresh  new  ideas,  don't  take  your 
next  business  meeting  to  the  same  old  places. 
Come  to  St.  Louis. 


Westport  Plaza 


StLouis 

TheNeetiiKC  lact 


Toxic?  To  Whom? 


The  EPA's  enforcement  of  the  new  toxic  substances  act  will  be  a 
revealing  test  of  the  Carter  Administration's  attitude  toward  business. 


By  JEAN  A.  BRIGGS 

Last  autumn,  after  five  years  of  debate, 
the  Toxic  Substances  Control  Act  finally 
made  it  through  Congress.  Now  the 
chemical  industry,  which  originally  sup- 
ported the  legislation,  is  bracing  itself  to 
see  whether  the  Act  will  be  enforced 
reasonably  or  administered  with  a  heavy 
bureaucratic  hand. 

The  law  applies  to  chemicals  not  cur- 
rently regulated — pesticides,  food  addi- 
tives and  drugs  already  are. 

The  Environmental  Protection  Agen- 
cy got  off  to  a  quick  start  last  winter  by 
issuing  a  "strategy  document"  and  pro- 
posed regulations  on  that  part  of  the  law 
that  requires  an  inventory  of  all  chemi- 
cals now  being  produced.  But  since  then 
President  Carter's  new  administrator, 
Douglas  Costle,  has  thrown  out  all  the 
original  work  and  started  over  again. 
Glenn  Schweitzer,  who  headed  the  Of- 
fice of  Toxic  Substances  and  who  advo- 
cated selectivity  in  administering  the 
law,  has  been  removed.  Steven  Jellinek, 
former  staff  director  of  the  Council  on 
Environmental  Quality,  is  expected  to 
be  nominated  soon  for  the  job. 

The  proposed  regulations  as  Costle 
has  drawn  them  are  rougher  than  the 
industry  expected.  They  require  compa- 
nies to  submit  not  only  the  identity  of 
every  chemical  they  manufacture,  but 
also  the  volume  and  where  the  plants  are 
located. 

Many  chemical  people  are  incredu- 
lous. That  is  the  kind  of  information  any 
company's  competitors  would  love  to  get 
their  hands  on.  George  Dominguez  of 
Ciba-Geigy,  who  is  heading  the  Manu- 
facturing Chemists  Association's  regula- 
tory advisory  committee,  explains  it  this 
way:  "Suppose  our  competitor  makes 
salt.  We  know  our  competitor  makes 
salt,  but  we're  not  particularly  interest- 
ed. Then  we  find  out  he  makes  500 
million  pounds  of  salt  per  day  in  Texas. 
We  say  to  ourselves:  'Wow,  what  a  mar- 
ket!' and  we  begin  to  figure  out  whom 
he's  selling  to  and  at  what  price.  Once 
the  information  is  in  the  hands  of  the 
government,  executives  feel  it  is  virtual- 
ly public  because  of  the  Freedom  of 
Information  Act.  True,  that  Act  is  sup- 
posed to  protect  proprietary  information; 
but  what  will  the  EPA  consider  propri- 


etary? It  has  yet  to  decide. 

So  far  EPA  has  only  tackled  the  infor- 
mation-gathering aspects  of  the  law;  the 
complex  protective  aspects  are  still  in 
the  future.  But  in  deciding  to  revise 
these  regulations,  the  EPA  opted  to  miss 
the  legal  deadlines  for  premarket  notifi- 
cation and  testing  of  new  chemicals. 
Clearly,  the  EPA  bureaucracy  is  settling 
in  for  a  long  stay  and  a  growing  control 
over  the  chemical  industry. 

Is  all  this  regulation  necessary? 

To  say  that  chemicals  are  dangerous 
demands  the  immediate  question:  In 
what  quantity,  and  how  used?  If  you 


injected  a  needle  full  of  the  chemical 
element  Au  into  someone's  bladder,  it 
might  kill  him.  But  most  people  don't 
use  gold  that  way.  It's  as  though  the 
radical  environmentalists  have  forgotten 
their  high  school  chemistry:  The  whole 
world  is  made  up  of  chemical  substances. 

There  have  been,  of  course,  serious 
and  widely  publicized  problems  with 
some  commercial  chemicals.  Vinyl  chlo- 
ride caused  liver  cancer  in  a  number  of 
workers.  The  pesticide  Kepone  caused 
brain  damage.  Polychlorinated  biphe- 
nyls  (PCBs)  are  considered  a  serious 
health  hazard.  But  lawsuits  and  bad  pub- 
licity— to  say  nothing  of  conscience  (or 
don't  businessmen  have  consciences?) — 
are  potent  regulators. 

However,  recognizing  their  vulner- 
ability to  environmentalist  pressures, 
most  of  the  chemical  industry  supported 
the  Toxic  bill.  It  did  so  on  the  simple 
premise  that  you  can't  fight  city  hall. 
Listen  to  John  W.  Hanley,  chief  execu- 
tive of  Monsanto  Co. :  "There  was  going  to 
be  legislation  and  we  thought  we'd  damn 
well  better  get  involved  to  help  get  legis- 
lation and  subsequent  regulations  that 
are  responsible  .  .  .  [otherwise]  Con- 
gress would  have  passed  a  bill  more  trou- 
blesome for  both  industry  and  for  society, 
calling  for  complex  testing  and  duplica- 
tion of  regulation  already  on  the  books.  " 

Cynics  say  that  the  companies  had  yet 


another  motive  in  supporting  the  bill:  By 
mandating  testing  requirements  for  new 
chemicals,  it  might  give  the  companies  a 
defense  in  case  they  were  sued  (we  fol- 
lowed the  rules,  didn't  we?). 

Dow  Chemical,  however,  fought  the 
bill  to  the  end.  Says  President  Paul  Oref- 
fice,  it  did  so  because  "there  were  al- 
ready ample,  ample  laws  on  the  books  to 
handle  any  problems  that  might  arise." 
What's  needed,  he  says,  is  better  admin- 
istration of  the  laws,  not  more  laws.  Ke- 
pone, he  points  out,  was  being  regulated 
under  the  pesticides  control  and  worker 
safety  acts;  vinyl  chloride  under  the 


worker  safety  and  clean  air  acts. 

As  one  EPA  staffer,  unhappy  with  the 
current  regulatory  drift,  points  out:  "You 
cannot  reduce  risk  to  zero." 

What  the  law  definitely  will  do  is  in- 
crease the  flow  of  paper  to  Washington, 
increase  the  size  cf  the  bureaucracy  to 
handle  it — EPA's  budget  for  toxic  sub- 
stances has  tripled — and  increase  the 
price  of  chemicals.  It  will  also  create  an 
opportunity  for  companies  in  the  testing 
business. 

The  cost  to  the  industry  of  complying 
with  TSCA  has  been  estimated  all  the 
way  from  $100  million  to  $2  billion  per 
year.  Dow  alone  estimated  its  own  cost 
at  $81  million:  $29.5  million  for  testing, 
$5.5  million  for  reporting,  $6  million  for 
delayed  production  and  marketing  and 
$40  million  for  abandoned  plant  and 
equipment  capital.  The  latter  figure,  ex- 
plains Dr.  Etcyl  Blair,  Dow's  director  of 
health  and  environmental  research,  is 
based  on  experience  with  EPA's  han- 
dling of  pesticides. 

For  the  chemical  industry  at  least,  the 
way  the  new  regulations  are  framed  and 
enforced  will  be  a  major  test  of  the  Car- 
ter Administration's  declared  intentions 
to  reduce  red  tape  and  to  check  the 
spread  of  bureaucratic  power.  The  pre- 
liminary signs  are  not  good;  whatever 
the  President  may  want,  bureaucracy  is 
still  acting  like  bureaucracy.  ■ 


". . .  It's  as  though  the  radical  environmentalists  have  for- 
gotten their  high  school  chemistry.  The  whole  world,  in- 
cluding all  natural  substances,  is  made  of  chemicals  .  .  ." 
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This  machine  communicates 
over  150  words  per  minute  across  oceans 
at  less  than  Vh  cents  per  word. 


And  also  listens,  reacts,  sympathizes, 
charms,  persuades,  pleads,  cajoles,  apologizes, 
needles,  soothes,  explores,  informs,  explains 
and  does  whatever  else  it  takes  to  solve  the 
problem  or  close  the  sale. 

Call  overseas* 
Your  voice  makes  the  difference. 

Bell  System 


Faces  Behind  The  Figures 


The  Copycat 

In  1972  Heinz  Eppler,  then  45,  was 
dead  broke,  and  his  company,  The  Mil- 
ler-Wohl  Co.,  was  in  Chapter  11  bank- 
ruptcy. Five  years  later  Eppler  is  worth 
$36  million  on  paper.  Certainly  one  of 
the  fastest  turnaround  stories  on  record. 

A  courtly  German  immigrant,  Eppler 
began  his  career  on  the  selling  floor  of  a 
small  Cleveland  retailer.  Later  he  and 
his  brother-in-law  built  a  successful 
wholesale  appliance  business.  And  then 
he  made  a  bad  mistake.  Eppler  merged 
his  company  into  Miller- Wohl,  a  public- 
ly traded  mishmash  of  211  discount  and 
apparel  stores. 

Just  three  years  later,  Miller- Wohl 
was  bankrupt.  The  stock  was  12V2  cents  a 
share,  down  from  $5.50  a  few  years  earli- 
er. "We  just  weren't  retailers,"  Eppler 
says.  But  he  learned  fast. 

Eppler  persuaded  the  board  and  the 
creditors  to  put  him  in  charge.  He  closed 
unprofitable  stores,  getting  some  of  the 
landlords  to  settle  for  a  claim  on  three 
years'  rent.  He  sold  off  the  discount 
stores  and  the  wholesale  operation. 

Then  Eppler  turned  to  the  remaining 
117  stores.  Obviously  copying  the  tre- 


Realist:  Rival  Manufacturing's  Miller 
says  he  "knew  damn  well"  the  Crock- 
Pot  craze  would  cool  down  one  day. 


mendously  profitable  concept  of  .Petrie 
Stores  (Forbes,  Dec.  1,  1976),  he 
turned  them  to  selling  inexpensive,  un- 
branded  junior  apparel  to  young  women. 
No  advertising.  Almost  no  credit  sales. 
Few  items  over  $25.  The  Petrie  formula 
almost  precisely. 

The  results  were  spectacular.  From  a 
deficit  of  about  $3  million  in  1972  on 
sales  of  $50  million,  Miller-Wohl's  net 
jumped  to  $8.9  million  on  sales  of  $105 
million  last  year.  After  six  months  this 
year,  sales  are  $56  million,  up  21%,  and 
earnings  are  up  47%,  to  $4.3  million. 
Miller-Wohl's  profit  margins  are  a  real 
standout  in  the  retailing  industry:  almost 
9  cents  net  on  the  sales  dollar. 

Last  month  Eppler  received  an  offer  he 
couldn't  resist.  C.  &  A.  Brenninkmeyer, 
the  large  Netherlands-based  retailer  that 
owns  Ohrbaeh's  department  stores,  of- 
fered $163  million  for  Miller- Wohl  stock. 
The  board  approved.  When  the  proposal 
finally  goes  through,  the  price,  $50  a 
share  cash,  will  represent  a  bonanza  for 
people  lucky  enough  to  have  kept  their 
stock  after  the  company  came  out  of 
Chapter  11  in  1973.  For  Eppler,  who 
owns  26%  of  the  company,  it  will  mean 
$40  million  before  taxes.  In  cash.  ■ 


Overcooked? 

"Really  terrible."  That's  how  I.  H. 
Miller,  72,  describes  the  1977  first-half 
results  of  Kansas  City's  Rival  Manufac- 
turing Co.,  of  which  he  is  president. 
That's  an  understatement:  Rival's  sales 
were  off  by  50%,  earnings  by  80%. 

Rival  is  the  company  that  in  1971  in- 
troduced the  "Crock- Pot,"  a  stoneware- 
lined  electric  pot  that  can  slowly  cook 
your  dinner  while  you're  at  work,  and 
can  turn  a  piece  of  tough  stew  meat  into 
a  tender  chunk  of  beef  in  six  to  ten 
hours,  using  very  little  electricity.  The 
"Crock-Pot"  made  Rival  red  hot.  From  a 
quiet  little  $28-million  (sales)  electric  ap- 
pliance maker  in  1971,  Rival  grew,  as  the 
"Crock-Pot"  caught  on,  to  the  $117-mil- 
lion  level  last  year. 

"You  knew  damn  well  that  at  some 
point  it  was  going  to  taper  off,"  says 
Miller.  "We  knew  it  would.  But  we 
didn't  know  when."  Not  only  did  the 
"Crock-Pot"  craze  subside,  but  other  ap- 
pliance makers,  hungry  for  a  share  of  the 
goodies,  started  getting  into  Rival  s'act  in 
1974-75,  forcing  down  margins.  As  Ri- 
val's earnings  began  to  turn  down  in 
1976,  its  stock  fell  all  the  way  from  36  to 
8V2  this  year;  at  one  point,  the  stock 
yielded  an  incredible  20%.  (The  divi- 
dend has  since  been  halved,  but  Ri- 


Recovery  Champ:  Five  years  ago  Heinz 
Eppler's  company  was  bankrupt.  Now 
he's  selling  it  for  $1  63  million. 


val  still  has  a  handsome  8%  payout.) 

Miller  sees  a  bright  side.  Rival  is  still 
comfortably  in  the  black.  Asks  he:  "How 
many  companies  do  you  know  in  the 
appliance  industry  that  can  have  a  drop 
of  50%  in  sales,  which  we  did  in  the  first 
half,  and  still  net  6%  after  taxes?"  The 
fact  is,  he  adds,  that  Rival  is  still  far  and 
away  the  dominant  (even  if  it  is  no  longer 
the  only)  producer  of  slow  cookers,  en- 
joying approximately  a  65%  share  of  the 
market. 

"The  product  is  goddamned  good,"  he 
says.  "Customers  love  it;  they  write  us 
constantly.  Don't  forget,  there's  going  to 
be  a  replacement  market."  Rival  has  al- 
ready introduced  several  variations  on 
the  "Crock-Pot"  ceramic,  including  a 
"Crock- Plate"  and  "Crock-Oven,"  using 
the  energy-efficient  stoneware  technolo- 
gy that  Rival  appears  to  be  able  to  pro- 
duce better  than  anyone  else. 

One  thing  Miller  has  learned  from  the 
"Crock-Pot"  experience  is  what  Wall 
Street  is  all  about.  "Damn  few  of  those 
people  really  know  anything,"  he  says. 
"They  project  the  same  damn  trend:  If 
it's  going  up,  it's  going  through  the  roof. 
If  it's  going  down,  it's  going  down  to 
hell."  Rival,  he  adds  confidently,  is  cur- 
rently doing  neither:  "I  think  now  we'll 
be  on  a  steady  course,  moving  along  and 
moving  up."  ■ 
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Dairy...  meeting  the  client's  needs 


Davy  says' 'Au  revoir" 
but  never"Goodbye? 


Davy's  business  is  characterised  by 
a  high  incidence  of  further  orders  from 
the  same  client.  Perhaps  because  we 
have  a  record  of  completing  on  budget, 
on  time.  Perhaps  because  our  spread 
of  technologies  and  our  ability  to 
contract  in  practically  any  country  in 
the  world  are  hard  to  equal.  Our  service 
ranges  from  feasibility  studies  to 
complete  construction.  Our 
involvement  in  any  project  can  continue 
to  the  training  of  our  clients'  personnel 
and  even  to  the  operation  and 


management  of  the  process  plant  itself. 

Through  its  international 
organisation,  Davy  has  the  ability  to 
serve  world  markets  speedily  and  to 
respond  quickly  and  adaptively  to 
changing  demands,  whatever  and 
wherever  they  may  be.  Davy 
companies  are  currently  handling 
projects  worth  over  $1,500  million 
round  the  world.  A  considerable 
proportion  of  this  total  comes  from 
clients  we  have  served  before. 


making  technology  work 


Davy  engineering  and  construction 

companies  include: 

Davy  Powergas  Ltd.,  London. 

Davy  Powergas  GmbH,  Cologne. 

Davy  Powergas  Inc.,  Houston,  Lakeland. 

Davy  Powergas  SA,  Paris. 

Zimmer  AG,  Frankfurt/Main. 

Olsen  Inc.,  Houston,  Texas. 

Davy  Pacific  Pty.  Ltd.,  Melbourne. 

Davy-Ashmore  S.A.  (Pty.)  Ltd.,  Johannesburg 

Davy  Bamag  GmbH,  Butzbach. 

Davy  Bamag  Ltd.,  London. 

Davy  Ashmore  International  Ltd.,  Stockton. 

Also  in  Brazil,  India,  Iran,  Iraq,  Japan,  Mexico 

and  Philippines. 


Davy  International  Ltd., 

15  Portland  Place,  London  W1A  4DD. 
Tel:  01-637  2821. 


Faces  Behind  The  Figures 


Bad  Mews  For  Oilmen? 

There  was  no  joy  in  Houston  last 
month  when  Charles  Curtis,  a  former 
congressional  staff  member,  became 
chairman  of  the  Federal  Power  Commis- 
sion. His  old  boss,  Representative  John 
Dingell  (D — Mich.),  a  key  subcommit- 
tee chairman,  led  the  fight  to  kill  deregu- 
lation of  natural  gas  and  favors  breaking 
up  big  oil  companies.  Curtis,  however, 
vows  he  won't  be  a  carbon  copy  of  his  ex- 
employer:  "I'd  advise  businessmen  to 
take  a  wait-and-see  attitude.  Sure  I 
worked  for  Dingell  for  two  years,  but  I 
have  views  of  my  own.  " 

As  those  views  develop,  Curtis  will 
become  a  major  figure  in  James  Schles- 
inger's  budding  Department  of  Energy. 
Soon,  the  57- year-old  FPC  will  be  re- 
placed by  a  new  five-man  Federal  Ener- 
gy Regulatory  Commission,  which  Cur- 
tis is  expected  to  head.  Unlike  the  FPC, 
FERC  won't  set  natural  gas  wellhead 
prices — under  the  Carter  energy 
scheme,  Congress  does  that — but  it  will 
still  control  rates  charged  by  interstate 
electric  utilities  and  natural  gas  pipe- 
lines. In  addition,  FERC  gets  the  re- 
sponsibility for  regulating  oil  pipelines,  a 
job  previously  handled  by  the  Interstate 
Commerce  Commission. 


That  switch  has  oilmen  worried.  "This 
area  was  largely  unadministered 'at  the 
ICC,"  explains  Curtis,  "and  given  the 
transfer  of  authority,  I'd  certainly  expect 
greater  activity.  Historically,  the  FPC 
has  used  a  different  valuation  analysis — 
less  generous  to  the  regulated  companies 
than  the  ICC."  If  the  FERC  tightens  up, 
earnings  could  be  reduced  at  oil  compa- 
nies with  pipeline  subsidiaries,  as  well  as 
at  independent  pipeline  firms  like 
Mapco  and  Williams  Cos. 

Off  to  that  controversial  start,  Curtis 
joins  other  onetime  congressional  aides 
tapped  by  President  Carter  to  run  major 
regulatory  agencies.  (Ex-Senate  staffers, 
Daniel  O'Neal  and  Michael  Pertschuk, 
now  head  the  ICC  and  Federal  Trade 
Commission.)  That  made  his  confirma- 
tion easy,  but  the  job  of  building  an 
effective  FERC  from  the  riddled  ranks 
of  the  FPC  will  be  tough.  Lackluster 
performances  by  the  government's  two 
other  fledgling  regulatory  bodies — the 
Commodity  Futures  Trading  Commis- 
sion and  the  Consumer  Product  Safe- 
ty Commission — hardly  set  a  good 
example. 

Can  Curtis,  a  37-year-old  lawyer  with 
little  executive  experience,  do  any  bet- 
ter? He  chuckles,  "It  certainly  is  a 
challenge."  ■ 


His  Own  Man  Now:  Former  House 
staffer  Charles  Curtis  will  soon 
be  the  U.S.'  top  energy  regulator. 


the  public  consciousness  via  avenues  like 
Campbell's  soup  commercials  and  the 
soundtrack  for  The  Graduate. 

By  1969  R.A.  Moog  Inc.  was  earning 
11%  on  $500,000  revenues.  "Two  years 
later  a  recession  hit  Madison  Avenue.  I 
had  a  huge  inventory  and  no  capital." 
There  was  a  market  in  the  performing 
musician,  but  Moog  couldn't  reach  him. 

"Rather  than  go  bankrupt,"  says 
Moog,  "I  gave  80%  of  my  company  to  a 
group  headed  by  engineer  William  Way- 
tena.  They  erased  the  lien  on  my  house 
and  built  up  a  sales  force,  but  they 
balked  on  research  funds.  Competitors 
designed  around  Moog  s  patents.  In 
1973  Waytena  sold  40%  of  Moog's  com- 
pany, plus  marketing  rights,  to  musical 
instruments  maker  Norlin  Corp. 

So  today  Moog  invents  for  a  corpora- 
tion, but  that  hasn't  been  so  bad.  Nor- 
lin's  $100,000  of  research  money  led  to 
the  invention  of  the  chip  now  used  in  the 
Polymoog,  the  first  synthesizer  with 
chord-playing  capabilities.  Heavily  pro- 
moted at  $4,500,  the  Polymoog  has  dou- 
bled Norlin's  Moog  sales  since  its  intro- 
duction in  late  1976. 

Robert  Moog  is  no  longer  his  own 
boss.  Still,  how  many  men  at  43  have 
already  been  able  to  leave  an  indelible 
mark  on  the  world's  music?  ■ 


Music-Maker:  Robert  Moog's  synthe- 
sizer appeals  to  performers  from 
Johnny  Mathis  to  Herbie  Hancock. 


The  Electronic  iMuse 

Belgian-born  Adolphe  Sax  earned  a 
modest  niche  in  music  history  by  devel- 
oping the  saxophone.  But  Robert  A. 
Moog  (rhymes  with  rogue)  invented  the 
Moog  synthesizer  and  "bent  the  course 
of  music  forever,"  says  Rolling  Stone 
magazine.  "Moog"  is  almost  generic  for 
the  synthetic  music-maker  that  yearly 
looms  larger  in  concerts  and  recordings. 

The  soft-spoken  Moog,  now  43,  built 
the  first  practical  synthesizer  15  years 
ago,  and  has  since  ridden  the  inventor's 
traditional  roller  coaster.  He  first  pros- 
pered, then  nearly  went  bust,  but  now  is 
making  out  comparatively  well. 

Moog,  now  in  East  Aurora,  N.Y., 
made  his  first  electronic  instrument  at  14 
from  plans  in  a  magazine.  He  built  a 
theremin,  which  makes  the  whining 
sound  so  popular  in  monster  movies.  He 
sold  $50,000  worth  of  theremin  kits  to 
pay  his  way  through  Cornell  graduate 
school  in  physics.  "Then  I  borrowed 
$17,000  from  the  Small  Business  Admin- 
istration to  make  synthesizer  compo- 
nents for  musicians.  I  put  the  compo- 
nents together  and  displayed  them  at  an 
audio  engineers'  convention  in  1964." 

The  ad  agencies  grabbed  the  idea.  Cool, 
unidentifiable  "Moog  sounds"  reached 
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You  win  with  this  twin. 

The  A300  offers  the  same  two-aisle  seating  com- 
fort as  the  wide-body  tri-jets  and  has  similar  under-floor 
cargo  capacity. 

But  where  they  need  three  engines,  we  need 
only  two.  Why?  Because  the  A300  was  specifically 
designed  for  short  to  medium  haul  routes  (200-2,500 
nautical  miles),  and  never  has  to  carry  long  haul  fuel 
loads. 

So  it  doesn't  need  such  a  large  wing  and  as  much 
power.  And  the  benefits  multiply.  There's  40,000  pounds 
less  weight  in  the  A300. 

Thus  our  two  engines  quietly  do  the  work  of  their 
three.  And  save  fuel  on  every  take-off  and  climb  and 
every  minute  en  route. 

That's  why  you  win  with  this  twin. 

The  A300.  Available  now  at  a  sensible  price  with 
firm  delivery  dates. 

SA300 

Airbus  Industrie 
Represented  by:  Airbus  Industrie  of  North  America,  Inc., 
489  Fifth  Avenue,  NewYork,  NY  10017.  (212)  682-7733. 


Some  people  don't  understand 


And  we  don't  blame 
them. 

When  a  company  in- 
creases its  profitability  as 
dramatically  as  Northwest 
Industries  has,  we  think 
you  should  look  closely 
to  see  how  it  was  done. 
Particularly  now  that  our 
returns  on  equity  and 
total  capital  are  in  the  top 
25%  of  all  major  (IS. 
corporations. 

Internal  Growth 

At  Northwest  Indus- 
tries our  first  priority  is  to 
manage  well  what  we 
own.  Our  strong  growth 
in  profitability  and  earn- 
ings has  been  due  pri- 
marily to  internal  growth 
rather  than  acquisitions. 
Since  our  start  in  1968, 
our  earnings  per  share 
have  compounded  at  a 
26.7%  annual  rate.  Ex- 
cluding acquisitions,  the 
rate  is  23.3%. 

A  major  reason  for  our 
profitability  is  that  most  of 
our  companies  have 
leadership  positions  in 
their  industries: 

Cnion  Underwear 
Company— the  largest 
manufacturer  of  men's 
and  boys'  underwear.  Its 
products  are  marketed 
principally  under  the  Fruit 
of  the  Loom  label. 
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1976  Net  Sales:  $1.6  Billion 
1376  Earnings  Per  Share:  $7.06 


Current  Dividend  Rate  Per  Common  Share:  $2.85 
1976  Return  on  Sales:  7.5% 


Acme  Boot  Company 
—the  largest  manufac- 
turer of  Western-style  and 
casual  boots,  under  the 
Acme  and  Dingo  brand 
names. 

Universal  Manufactur- 
ing Corporation— the 
largest  manufacturer  of 
fluorescent  lamp  ballasts. 

Microdot— the  largest 
independent  manufac- 
turer of  ingot  molds,  and 
a  leading  producer  of 
connecting  devices. 

Lone  Star  Steel  Com- 
pany—the most  efficient 
steel  company  anywhere. 

General  Battery 
Corporation— a  leading 
producer  of  automotive 
replacement  batteries. 

Buckingham  Corpo- 
ration—a leading  im- 


porter of  alcoholic 
beverages,  including 
Cutty  Sark  Scotch  and 
Mouton-Cadet  wine. 

To  maintain  their 
leadership,  we  have  sup- 
ported our  companies 
with  an  aggressive  capital 
investment  program.  In 
the  last  two  years  we  have 
invested  over  $200  mil- 
lion to  expand  and  mod- 
ernize our  facilities. 

And  we  carefully  moni- 
tor investments  in  inven- 
tories and  receivables  to 
make  sure  we  aren't  tying 
up  surplus  funds.  This 
attention  to  working  capi- 
tal has  contributed  to  the 
improvement  in  our 
profitability. 


Cash  for  Investment 

We  know  that  main- 
taining growth  and  pro- 
fitability in  the  future  will 
require  continued  invest- 
ment. And  we  have  the 
resources  to  do  it.  At  the 
end  of  1976,  we  had  al- 
most $  1 00  million  in  cash 
and  unutilized  credit 
commitments  of  $300 
million. 

Thus  far  our  profit- 
ability has  expanded. 
While  it  cannot  continue 
to  do  so  forever,  high  re- 
turns on  capital  remain 
our  central  management 
goal. 

In  the  final  analysis, 
profitability  will  be  deter- 
mined by  the  commit- 
ment of  management. 
For  this  reason,  virtually 
all  of  the  incentive  sys- 
tems, at  headquarters  and 
the  operating  companies, 
are  importantly  based 
upon  return  on  capital. 
That  way,  no  one  loses 
sight  of  our  goal. 

To  find  out  more  about 
us,  send  for  our  annual 
report  or  our  SEC  Form 
10-K.  Write  us  at  6300 
Sears  Tower,  Chicago, 
IL  60606. 


Northwest  Industries,"10 
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The  Economy 


What's  The  Fed  tp  To? 


Like  medieval  sects  splintering  and  resplintering,  the  eco- 
nomic pundits  are  at  it  again.  From  the  Fed  watchers  sect,  a  new 
group  has  broken  away  calling  themselves  Fed  funds  watchers. 
The  old  group  worshipped  and  tried  to  foretell  the  future  from  the 
banking  and  Federal  Reserve  Board  figures  made  public  every 
Thursday  afternoon.  The  breakaway  sect  follows  fluctuations  in 
the  rate  for  federal  funds — the  interest  charged  by  the  Fed  to 
financial  institutions  (commercial  banks,  savings  and  loan  associ- 
ations, mutual  savings  banks,  some  government  agencies  and 
foreign  banks  in  the  U.S.)  on  their  overnight  borrowings.  The 
Fed  funds  watchers  hope  to  steal  a  march  on  the  Fed  watchers  by 
detecting  early  signs  of  a  change  in  Fed  behavior  that  will  show  up 
later  in  monetary  data.  The  Fed  funds  rate  is  now  5.69%. 

The  Fed  funds  watchers  had  an  auspicious  moment  late  in 

!  July,  when  monetary  officials  decided  the  time  had  come  to 
make  credit  a  bit  tighter  in  order  to  reduce  the  potential  for 
stepped-up  inflation.  What  the  Federal  Reserve  officials  were 

i  tracking — using  their  own  figures — were  a  number  of  mea- 
sures of  money  supply,  providing  a  weekly  calculation  of  how 
much  money  in  the  form  of  cash,  demand  deposits  and  savings 
is  available  for  personal  and  business  spending. 

The  members  of  the  Federal  Open  Market  Committee  have 
a  formula  for  keeping  the  economy  on  a  steady  course:  If  M-l 
(the  sum  of  currency  in  circulation  and  demand  deposits)  grew 
no  faster  than  6Vz%  in  a  year,  and  no  slower  than  4%,  the 
economy  would  have  enough  demand  to  keep  from  slowing 
into  a  recession  but  not  enough  demand  to  contribute  to  more 
inflation. 

In  the  week  ended  July  6,  however,  M-l  expanded  by  a 
massive  $3.3  billion,  though  the  6'/2%  annual  growth  maxi- 
mum allows  only  for  an  average  $400  million  growth  per 
week.  There  was  some  relief  the  next  week  when  the  money 
supply  fell  by  $1.4  billion.  But  it  wasn't  nearly  enough.  The 
net  gain  for  the  two  weeks  was  still  more  than  twice  what  the 
formula  would  accept. 


By  then  the  Fed  funds  watchers  were  on  the  alert.  Would 
the  Fed  slow  the  expansion  of  money  by  pulling  in  reserve 
availability  from  the  banking  system?  After  all,  the  Fed  funds 
rate  is  one  of  the  Board's  most  sensitive  tools.  As  the  New  York 
Federal  Reserve  says  in  the  summer  issue  of  its  Quarterly 
Review,  "The  interest  rate  on  federal  funds  is  highly  sensitive 
to  Federal  Reserve  action^  that  supply  reserves  to  member 
commercial  banks,  and  the  rate  influences  commercial  bank 
decisions  concerning  loans  to  business,  individual  and  other 
borrowers." 

The  answer  came  on  Wednesday,  July  27.  Until  then  the 
central  bank's  trading  desk  channeled  reserves  into  the  bank- 
ing system  through  open  market  operations  when  federal  funds 
became  as  expensive  as  5.5%,  and  would  drain  reserves  when 
they  were  5lA%  or  cheaper.  Funds  trading  had  averaged  5%% 
ever  since  early  May.  But  on  Wednesday  the  27th,  the  Fed 
allowed  funds  to  trade  around  5%%. 

Funds  watchers  were  shocked:  What  were  the  policy  officials 
signaling?  Was  tight  money  coming?  The  following  day,  Thurs- 
day, funds  traded  up  to  57A% — confirmation  of  a  change,  but 
meaning  what?  The  answer  came  late  that  day,  when  data  were 
released  showing  a  $5-bilIion  increase  in  M-l  for  the  week. 
Federal  Reserve  officials  knew  at  the  start  of  business  on 
Wednesday  how  big  the  bulge  would  be,  and  had  acted 
accordingly.  But  astute  funds  watchers  had  gotten  the  message 
by  noon  on  Wednesday. 

As  the  chart  below  shows,  the  July  expansion  of  M-l  was  at  a 
rate  over  15%,  well  above  the  permissible  6%%.  Further 
expansion  like  that  could  be  devastating. 

The  Fed  now  aims  for  a  funds  target  of  just  under  6%,  with 
a  ceiling  of  a  little  over  6%  and  a  floor  of  about  5ys%.  This  will 
make  borrowing  a  little — but  not  much — more  costly.  Fortu- 
nately, the  change  took  place  when  the  financial  system  was 
loaded  with  lendable  money,  and  so  while  money  will  get  a 
bit  more  expensive,  it  won't  become  scarce.  ■ 
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Why  The  Fed 
Tightened  Credit 

Monetary  Aggregate  Growth  Targets 

M-2:  M-1  plus  time  and  savings  deposits 


Growth  Path  For  M-2 
Set  By  The  Fed 
From  May  15. 


Growth  Path  For  M-1 
Set  By  The  Fed 
From  May  15. 

A  shocking  15%  increase  in  the  money 
supply  in  July  pierced  the  growth  path 
ceiling  and  induced  the  Federal  Reserve 
Board  to  restrain  bank  credit  expansion 
and  raise  money  market  interest  rates. 


M-1:  Currency  and  demand  deposits. 
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The  Bond  &  Capital  Markets 


How  To  Pick  A 
Municipal  Bond  Fund 

By  Ben  Weberman 


■  ew  items  have  come  down  the  pike  in 
years  with  more  sex  appeal  for  investors 
than  the  tax-free,  managed  municipal 
bond  funds.  You  can  prove  that  for  your- 
self simply  by  adding  up  the  assets  of  the 
three  largest  funds:  As  of  June  30,  they 
amounted  to  nearly  $1  billion — after  be- 
ing in  business  for  scarcely  a  year.  All 
told,  some  $4  billion  of  tax-exempt  bond 
funds  and  unit  trusts  will  be  sold  this 
year,  and  the  total  of  all  tax-free  bond 
funds  outstanding  will  be  $13  billion. 

For  all  this  popularity,  however,  I 
would  bet  that  few  of  the  purchasers  who 
have  paid  out  their  hard-earned  dollars 
for  these  funds  have  any  notion  about  the 
quality  of  their  holdings.  And  believe 
me,  all  funds  are  not  the  same:  The 
portfolio  mixes  can — and  do — vary  con- 
siderably in  maturity,  in  geographic  di- 
versification of  the  bond  holdings  and  in 
the  quality  of  the  portfolio  issues. 

Trouble  is,  most  people  just  look  at 
yield  and  go  for  the  highest  number. 
That's  kind  of  like  picking  Westinghouse 
Electric  with  its  4.9%  yield  over  General 
Electric  with  only  4%.  There  may  be 
times  when  Westinghouse  is  indeed  the 
better  buy;  but  one  should  at  least  be 
aware  that  Westinghouse's  per-share 
earnings  have  shown  an  average  0.3% 
annual  decline  over  the  past  five  years, 
while  GE's  were  rising  by  an  average  of 
10%  a  year. 

Among  the  things  I  would  look  for, 
before  deciding  on  a  tax-exempt  fund, 
are:  1)  the  cost  of  management  and  direct 
expenses,  2)  the  portfolio's  geographic 
distribution,  and  3)  the  ratings  and  types 
of  bonds  held.  Even  these  won't  tell  you 
everything;  you'll  still  have  to  use  some 
judgment.  But  at  least  you  won't  be  bas- 
ing your  selection  on  yield  alone. 

Take,  for  example,  the  four  biggest 
tax-exempt  bond  funds:  Fidelity  Munici- 
pal Bond  Fund,  with  $506  million;  the 

Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


44 .  . .  One  should  not  avoid  [a  fund]  simply  because  it  has  the 
lowest  yield.  Look  at  the  quality  of  its  portfolio  . . ." 


$291-million  Dreyfus  Tax-Exempt  Bond 
Fund;  Kemper  Municipal  Bond  Fund, 
with  $161  million;  and  the  $122-million 
Bowe  Price  Tax-Free  Income  Fund. 
None  of  these  has  been  in  existence  long 
enough  to  have  any  track  record  to  speak 
of.  Kemper,  which  received  the  first  In- 
ternal Bevenue  Service  authorization  to 
pass  tax-exempt  interest  through  to 
stockholders,  was  organized  in  April 
1976.  Fidelity  was  begun  in  August, 
Dreyfus  in  October  and  Bowe  Price  in 
November  that  same  year. 

The  yields  of  all  four  funds  are  similar, 
though  not  that  close.  The  current  yield, 
based  on  payments  in  the  first  half  of  this 
year,  was  5.62%  for  Fidelity,  the  high- 
est; and  5.4%  for  Kemper,  the  lowest. 
Bowe  Price  and  Dreyfus  weighed  in  with 
5.52%  and  5.46%,  respectively. 

The  point  is,  however,  that  one  should 
not  necessarily  avoid  Kemper  simply  be- 
cause it  has  the  lowest  yield  of  the  four. 
Look  at  the  quality  of  the  mix  in  its 
portfolio  compared  with  that  of  the  other 
three,  judged  by  Moody's  ratings. 


Bond 


■  Percentage  of  Portfolio  ■ 


Rating 

Fid. 

Drey. 

Kemp. 

Rowe 

Aaa 

6.2% 

3.3% 

15.7% 

0.1% 

Aa 

35.5 

12.2 

22.8 

16.2 

A 

57.6 

70.5 

60.8 

72.6 

Baa 

6.8 

11.1 

Ba 

2.5  ; 

Unrated 

0.7 

4.8 

0.7 

Kemper  has  by  far  the  largest  percent- 
age of  the  four  funds  in  the  top-quality, 
unimpeachable  credit  group — almost 
100%.  Dreyfus  has  large  holdings  of  New 
York  State  and  City  obligations;  this  ac- 
counts for  the  high  percentage  cf  its 
portfolio  in  bonds  rated  A,  with  Baa  and 
Ba  representation.  That  also  explains 
why  Dreyfus  showed  the  biggest  gain  in 
net  asset  value  in  the  first  six  months, 
rising  3.1%  as  New  York's  credit  im- 
proved, vs.  2%  for  Fidelity,  1.8%  for 
Kemper  and  1.2%  for  Bowe  Price.  Using 
Standard  &  Poor's  ratings  rather  than 
Moody's  gives  somewhat  different  re- 
sults, because  S&P  tends  to  favor  hous- 


ing bonds,  while  Moody's  gives  a  better 
rating  to  airport  and  some  other  revenue 
project  bonds.  Using  S&P's  ratings,  most 
of  the  funds  would  show  more  Aa-rated 
and  fewer  A-rated  bonds. 

Geographically,  Washington  and  Ne- 
braska show  up  with  unusually  high  port- 
folio representation  for  all  the  funds  be- 
cause of  the  large  amounts  of  public 
power  bonds  issued  by  the  public  utility 
districts  in  those  states.  New  York  and 
Pennsylvania  are  in  the  top  five  states 
represented  because  of  their  size  and 
because  the  return  on  their  securities  is 
comparatively  high — assuming  always 
that  one  is  willing  to  carry  the  risk  of  an 
industrialized  eastern  state. 

Fidelity's  biggest  holdings  are  Wash- 
ington' bonds  (9.6%),  with  Alaska  and 
Nebraska  accounting  for  8.5%  each. 
Dreyfus'  portfolio  is  30.8%  New  York, 
10.7%  Pennsylvania  and  9.4%  Massa- 
chusetts; Kemper's  is  10.2%  Washing- 
ton, 9.9%  California  and  9.8%  New 
York.  Bowe  Price  had  a  16.5%  represen- 
tation from  New  York,  8.4%  from  Ne- 
braska and  8.2%  from  Alaska. 

As  for  bond  types,  Fidelity  empha- 
sizes power  generation  facility  bonds  and 
Dreyfus  general  revenue  bonds,  while 
Kemper  favors  industrial  revenue  bonds 
and  Bowe  Price  hospital  bonds. 

Taken  all  together,  the  risks  in  some 
lower-rated  (Baa  and  below)  Dreyfus  and 
Bowe  Price  bonds  are  offset  somewhat 
by  their  holdings  of  high-quality  obliga- 
tions (in  Bowe  Price's  case,  the  housing 
notes).  Dreyfus  should  do  better  in  im- 
proving markets  than  in  declining  ones, 
while  Fidelity's  broader  geographic  dis- 
tribution should  perform  more  evenly. 

Because  of  these  different  portfolio 
mixes,  the  proper  selection  of  funds  de- 
pends in  part  upon  what  you  think  is 
going  to  happen  to  the  market.  Dreyfus 
should  do  relatively  better  in  improving 
markets  (where  interest  rates  are  drop- 
ping and  bond  prices  thus  improving). 
Fidelity,  with  its  broad  geographical 
spread,  is  less  likely  to  be  hurt  by  the 
fiscal  problems  of  individual  areas.  ■ 
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Do  you  know  the  best  reason  why 

we  need  to  resolve  the 
energy  problem  in  America  today? 


America's  children  are  headed 
or  tomorrow.  And  they're  the  best 
reasons  for  helping  to  alleviate 
the  energy  problem  today.  At 
Middle  South  Utilities,  we're 
working  on  improvements  that  will 
make  the  future  brighter  for 
everyone— your  children  and  ours. 

We've  developed  energy-  and 
money-saving  methods  of  insulating 
homes  and  businesses.  And  we're 
offering  free  energy  audits  on 
existing  structures,  plus  programs 
for  homeowners  to  repay  home 
insulation  loans  through  their 
monthly  electric  bill.  Our  industry 
is  using  advanced  technology  in 
the  study  of  fuel  alternatives  and 
we  are  finding  improved  ways  to 
apply  known  energy  resources. 
We  are  studying  patterns  of 


Tomorrow. 


energy  usage  and  researching  the 
practicality  of  offering  lower  rates 
to  customers  who  use  energy 
during  the  low  usage  times  as 
opposed  to  peak  periods.  We're 
suggesting  people  in  Mississippi 
use  our  project  "Zip  Up"  to  make 
their  homes  more  energy  efficient 
and  a  program  in  Arkansas  called 
"Switch!'  offering  lower  rates  to 
customers  who  allow  us  to  cut  the 
power  to  their  air  conditioners  for 
brief  periods  when  electrical  usage 
is  extremely  high.  In  Louisiana 
we're  providing  customers 
extensive  information  on  proper 
building  insulation  and  educating 
people  about  the  importance  of  the 
E.E.R.  (energy  efficiency  ratio) 
of  appliances.  And  we're 
constructing  coal-  and 


nuclear-fueled  generating  units 
throughout  our  service  area  to 
meet  the  growing  demand  for 
electricity  occurring  here  in 
the  Sunbelt. 

Middle  South  Utilities.  Making 
energy  that  makes  sense. 
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Stocks:  The  Only 

Bargains  Left  j 

By  Lucien  O.  Hooper 

". .  .  Sometime  during  the  next  year  or  two  the  investment 
public  will  again  recognize  that  common  stocks  are  a  hedge 
against  inflation — perhaps  the  best  hedge  .  .  ." 


I  here  is  no  excuse  for  failing  to  face 
facts.  So  long  as  governments  all  over  the 
world  continue  to  try  to  cure  economic 
distress  painlessly  by  spending  more  and 
more  money  and  borrowing  more  and 
more  of  the  money  spent,  inflation  is 
sure  to  continue.  All  the  talk  about  "con- 
trolling" inflation  really  is  talk  about 
slowing  it  down,  not  ending  it. 

Inflation  is  good  for  debtors  because  it 
reduces  the  burden  of  debt  and  makes 
debt  easier  to  pay  off  or  service.  It  is  bad 
for  creditors  because  they  continually 
get  back  dollars  worth  less  than  they 
loaned.  It  is  good  for  people  who  own 
property,  whether  that  property  is  en- 
cumbered by,  or  free  of,  debt. 

This  generation  has  always  lived  in  an 
inflationary  environment.  It  has  never 
known  anything  else.  Except  for  a  short 
time  during  the  early  1930s  in  the  Great 
Depression,  inflation  has  been  in  prog- 
ress in  the  U.S.  since  about  1896.  We 
have  been  able  to  live  with  inflation,  and 
during  much  of  this  period  the  country 
has  grown  and  prospered. 

In  the  years  immediately  after  World 
War  II,  stocks  were  an  excellent  hedge 
against  inflation.  Everyone  who  had  a 
good  common  stock  portfolio  from  1945 
through  1965  or  1967  was  "beating  infla- 
tion." Since  1967,  however,  most  com- 
mon stocks  have  provided  no  protection 
whatever  against  inflation. 

I  think  the  reason  is  that  we  have  been 
unwinding  an  unusually  violent  specula- 
tion in  equities.  The  unwinding  for  the 
past  year  has  been  centered  in  very  high- 
risk  issues  and  in  the  glamours,  where 
heavy  speculation  occurred.  Institutions 
in  the  late  1960s  and  early  1970s  spon- 
sored nothing  short  of  a  "South  Sea  bub- 
ble" market  in  glamours.  The  market  has 
been  taking  a  long  while  to  punish  them 
properly. 

Investors  are  now  thinking  about  corn- 
Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  i?  McKinnon  Securities  Inc. 


mon  stocks,  I  suspect,  in  relation  to  in- 
vestment experience  during  the  past  few 
years.  Actually,  we  should  think  about 
common  stocks  on  the  basis  of  what  they 
will  do  in  relation  to  commodities,  real 
estate  and  the  cost  of  living  during  the 
next  five  or  ten  years. 

As  a  spokesman  for  one  of  the  most 
respected  investment  houses  said  re- 
cently, "Stocks  are  the  only  bargains 
left."  They  are  relatively  cheaper  than 
real  estate,  stamps,  pictures,  antiques  or 
almost  any  item  of  value. 

Inflation  Hedge 

Don't  pay  too  much  attention  to  some 
of  the  academic  theories  about  how  infla- 
tion affects  earnings,  dividends  and  book 
value  and  replacement  costs.  Think  in 
terms  of  "now"  dollars,  not  "then"  dol- 
lars. The  undisputed  fact  is  that  it  would 
cost  much  more  than  the  current  market 
value  of  the  shares  of  most  corporations 
to  replace  the  assets  represented.  This  is 
emphatically  true  of  most  of  the  natural 
resource  issues,  such  as  the  steels,  the 
coppers,  forest  products  and  large 
chemical  companies. 

Sometime  during  the  next  year  or  two, 
and  probably  earlier  rather  than  later, 
the  investment  public  will  again  recog- 
nize that  common  stocks  are  a  hedge 
against  inflation — perhaps  the  best 
hedge.  The  market  will  begin  to  antici- 
pate, that  is,  investors  who  are  successful 
try  to  anticipate  the  market  rather  than 
just  go  along  with  it. 

United  Energy  Resources  (30),  which 
pays  $1.72  a  share  and  could  easily  pay 
more,  is  now  expected  to  earn  about  $6  a 
share  this  year.  This  stock  continues  to 
rise  practically  without  interruption.  It 
sold  as  low  as  3  as  recently  as  1974. 
Profits  of  $6  a  share  or  more  this  year 
would  compare  with  $4.58  in  1976  and 
$3.48  in  1975.  This  company  is  now  sell- 
ing about  $1.3  billion  of  natural  gas 
annually. 

U.S.  Steel  (34)  was  suggested  in  this 


column  in  the  July  15  issue  at  39.  Due  to 
poor  earnings  and  the  Bethlehem  Steel 
dividend  cut,  the  stock  promptly  de- 
clined to  a  new  low  of  33%.  This  does  not 
change  my  opinion  that  U.S.  Steel  is  a 
bargain  in  assets  and  that  it  is  an  attrac- 
tive purchase  for  capital  appreciation  if 
the  buyer  will  be  patient. 

As  cold  weather  approaches,  there 
should  be  greater  emphasis  on  the  shares 
of  companies  that  provide  either  protec- 
tion against  cold  weather  or  an  opportu- 
nity to  save  heat.  Among  such  stocks,  the 
following  may  be  mentioned:  Honeywell 
(51),  Johnson  Controls  (45),  Owens-Cor- 
ning Fiberglas  (66),  Johns-Manvilh'  (36) 
and  Certain-teed  (26). 

Industrial  Fuels  (17),  in  its  report  for 
the  quarter  ended  May  31,  published 
July  18,  has  some  interesting  things  to 
say  in  reporting  earnings  of  62  cents  a 
share  for  the  quarter,  vs.  22  cents  a  year 
ago.  Most  coal  companies  are  complain- 
ing. Industrial  Fuels  says  that  the  action 
of  the  directors  in  paying  a  20%  stock 
dividend  in  August  results  from  "more 
favorable  earnings."  It  adds,  "The  out- 
look for  the  future,  we  believe,  is  very 
promising." 

The  company  goes  on  to  say  that  "rec- 
ord fuel  requirements  by  utilities  in  our 
marketing  area"  have  resulted  in  an  in- 
crease in  the  demand  for  spot  coal.  It 
notes  that  the  coal  industry  is  experienc- 
ing work  stoppages  because  of  labor  diffi- 
culties and  that  customers  are  attempt- 
ing to  increase  their  coal  reserves  in 
anticipation  of  a  possible  strike  in  De- 
cember. It  notes  that  the  strip  mine 
legislation  will  probably  result  in  greater 
demand  for  coal  produced  in  deep  mines 
and  higher  prices  for  all  coals. 

While  it  produces  some  coal  directly, 
Industrial  Fuels  is  primarily  a  marketer 
of  coal  produced  in  many  nonunion  Ap- 
palachian mines.  The  company  has  made 
marked  progress  in  recent  years,  im- 
proving its  earnings  and  financial 
position.  ■ 
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Same  Risk  With  Less  Reward 

By  Heinz  H.  Biel 

"...  The  investor  will  have  to  ask  himself  whether  it  makes 
any  sense  at  all  to  take  investment  risks.  The  reward  po- 
tential will  be  cut  in  half,  while  the  risk  remains  intact  .  . ." 


wk  *m 

i^nce  again  the  stock  market  is  ailing, 
f  course,  it  had  not  been  in  robust 
:  alth  since  the  first  day  of  the  year,  but 
e  did  have  a  summer  rally  and  for  a 
lile  it  had  looked  quite  promising.  One 
l  the  reasons  given  for  the  market's 
jcent  sloppiness  is  that  a  growing  num- 
j  r  of  people  are  having  misgivings 
lout  the  economy.  This  may  be  true, 
ht  it  is  perfectly  normal  to  have  misgiv- 
igs,  and  I  don't  think  such  sentiments 
fange  as  abruptly  as  the  stock  market 
|d  last  July. 

I  The  cause  may  lie  deeper.  It  is  begin- 
jng  to  dawn  on  us  that  the  new  tax 
loposals  now  being  prepared  by  the 
tirter  Administration  may  drastically  al- 
fr  the  investment  game  as  we  have 
|iown  it  all  our  lives.  I  am  referring  to 
fans  to  end  the  preferential  tax  treat- 
ent  of  long-term  capital  gains.  In  fair- 
!ss,  it  should  be  mentioned  that  this 
tack  began  with  the  tax  reform  acts  of 
•69  and  1976  which  placed  increasingly 
Ivere  limitations  on  the  application  of 
duced  capital  gains  tax  rates. 

lils-You-Win,  Heads-I-Lose 

What  is  now  being  cooked  up  in 
ashington  will  be  far  more  difficult  to 
ke  with.  If  all  capital  gains,  whether 
ey  be  long  term  or  short,  are  going  to 
;  taxed  as  ordinary  income,  the  inves- 
r  will  have  to  ask  himself  whether, 
uder  the  altered  circumstances,  it 
akes  any  sense  at  all  to  take  investment 
>ks.  The  reward  potential  will  be  cut  in 
ilf,  while  the  risk  remains  intact.  In- 
•sting  will  become  a  tails-you-win, 
■ads-I-lose  proposition.  Who  in  his 
*ht  mind  would  want  to  play  the  game 
ith  one-sided  rules  like  that? 
As  every  suburbanite  knows,  the  huge 
crease  in  the  value  of  his  home  is  not 
le  to  the  fact  that  his  aging  house  has 
;come  better  or  more  beautiful  with 


r.  Bicl  is  a  senior  vice  president  of  the  NYSE 
m  of  Hoppin,  Watson  Inc. 


the  passing  years.  Such  appreciation  is 
solely  due  to  inflation.  The  same  goes  for 
stocks,  many  of  which  have  kept  pace 
very  nicely  with  inflation  if  you  take  a 
longer  span  of  time  than  just  the  last  few 
years.  Even  a  staid  stock  like  American 
Telephone  more  than  doubled  over  the 
past  20  years,  although  the  period  since 
1964  has  been  less  rewarding. 

Dirty  Trick 

Even  though  it  should  be  obvious  to 
all  fair-minded  persons  that  the  increase 
in  the  value  of  a  home  or  any  other 
investment,  resulting  entirely  from  infla- 
tion, is  not  a  true  gain,  it  will  be  taxed  as 
if  it  were  income.  It  is  the  same  dirty 
trick  that  pushes  the  wage  earner  into  a 
higher  tax  bracket  whenever  his  pay  is 
raised  to  adjust  for  inflation. 

While  the  new  tax  proposals  have  not 
yet  crystallized,  the  Administration  is 
said  to  plan  to  offer — sort  of  as  a  pacifi- 
er— a  liberalization  of  the  deductibility 
of  investment  losses.  This  still  puts  the 
horse  behind  the  cart.  There  should  be  a 
reward  for  successful  risk-taking,  not  just 
a  bonus  for  failure. 

Strangely  enough,  there  are  quite  a 
few  professors  and  politicians  who  con- 
sider the  lower  tax  rate  on  capital  gains  a 
subsidy  for  the  rich.  That's  a  lot  of  hooey. 
It's  bad  enough  that  our  government 
reduced  the  value  of  our  life  insurance 
by  80%.  Don't  let  them  take  away  all  our 
gain  on  IBM. 

If  you  have  been  wondering,  for  in- 
stance, why  stocks  of  forest  products 
companies  like  Weyerhaeuser,  Georgia- 
Pacific  and  Crown  Zellerbach  have  been 
performing  so  miserably  in  recent 
weeks,  the  cause  is  the  fear  that  this 
industry  may  lose  the  tax  benefit  of  treat- 
ing profits  from  timber  sales  as  capital 
gains  instead  of  ordinary  income.  Per- 
haps such  favorable  treatment  can  be 
considered  a  "loophole,"  like  the  deple- 
tion allowance  for  extractive  industries, 
but  the  sudden  closing  of  it  means 
changing  the  rules  while  the  game  is  in 
progress. 


Obviously,  it  is  premature  to  assess 
the  possible  consequences  of  a  tax  law 
that,  at  least  so  far,  is  only  a  threat  rather 
than  a  reality.  Nevertheless,  there  is  no 
question  that  the  mere  possibility  of  such 
provisions  becoming  enacted  is  already 
proving  a  deterrent  for  a  potential  stock 
investor. 

As  more  and  more  people  come  to 
understand  the  implications  of  the  new 
tax  proposals,  they  will  either  withdraw 
from  the  stock  market  until  they  can 
more  clearly  see  what  the  new  rules  are 
going  to  be,  or  they  will  give  strong 
investment  preference  to  minimum-risk 
stocks.  Just  look  at  Telephone  and  the 
electric  utilities,  or  food  companies  like 
General  Foods,  Nabisco  and  even  Philip 
Morris.  They  barely  wavered  these  past 
several  weeks,  while  the  DJI  was  falling 
to  new  lows  for  the  year. 

Limit  The  Risk? 

If  we  should  get  into  the  unhappy  and, 
for  the  free  enterprise  system,  danger- 
ously unhealthy  situation  where  risk-tak- 
ing becomes  unrewarding,  even  the 
average  investor's  strategy  will  have  to 
change.  In  the  past,  people  have  bought 
stocks  instead  of  bonds  not  because  the 
total  return  on  stocks,  over  a  period  of 
time,  was  a  few  percentage  points  higher 
than  on  bonds,  but  because  part  of  the 
total  return  was  being  taxed  at  a  lower 
rate.  If  this  is  no  longer  the  case, 
wouldn't  it  make  better  sense  to  invest 
more  or  less  risklessly  in  a  bond  yielding 
8V2%  than  to  buy  stocks  with  a  total 
return  of,  say,  11%?  Another  effect, 
though  much  less  important,  would  be 
the  greatly  reduced  attractiveness  of 
low-coupon,  deep-discount  bonds, 
whose  main  merit  was  the  fact  that  part 
of  the  yield  to  maturity  was  taxed  as 
capital  gain  rather  than  as  income. 

The  weeks  after  Labor  Day  have  often 
been  a  crucial  period  for  the  stock  mar- 
ket. If  politics  rather  than  econoii 
going  to  be  the  dominating  mail 
tor,  this  may  be  a  time  for  in 
limit  risk  exposure.  ■ 
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Commodity 


A  Reverse  Crush  In  Soybeans 

By  Stanley  W.  Angrist 

". . .  If  the  soybean  harvest  is  a  good  one — and  all  indica- 
tions point  in  that  direction — then  soybean  product 
prices  should  rise  relative  to  the  beans  .  . ." 


I  he  commodity  market  offers  many 
different  opportunities  for  risk  taking. 
Some  of  the  more  sophisticated  ones  are 
never  presented  to  newcomers  to  the 
market  because:  1)  Brokers  assume  it  is 
too  much  trouble  to  explain  such  trades; 
or  2)  they  claim  the  customer  wouldn't 
understand  it  even  if  you  explained  it  to 
him  or  her;  or  3)  the  broker  doesn't 
understand  anything  but  a  straight  long 
or  short  position;  or  4)  all  of  the  above. 
Fortunately,  in  a  column  like  this  we 
need  not  labor  under  such  conditions. 
We  can  and  do  present  ideas  that  are  out 
of  the  ordinary. 

One  of  the  most  sophisticated  trades 
that  exists  in  the  commodity  market  is 
called  the  "reverse  crush.  Such  a  trade 
is  used  when  a  speculator  believes  the 
products  that  result  from  crushing  soy- 
beans— meal  and  oil — are  selling  too 
cheaply  with  respect  to  the  beans  them- 
selves. One  puts  on  a  reverse  crush  by 
buying  one  contract  of  meal  and  one 
contract  of  oil  and  selling  one  contract  of 
beans.  This  trade  is  called  a  reverse 
crush  because  it  is  exactly  opposite  to  the 
usual  position  taken  by  a  soybean 
crusher,  who  is,  as  a  rule,  long  the  beans 
(which  he  needs  for  raw  material)  and 
short  the  meal  and  oil  (which  he  usually 
has  available  for  delivery  as  a  result  of  his 
crushing  operations). 

One  contract  of  meal  plus  one  contract 
of  oil  is  not  what  can  actually  be  obtained 
from  crushing  one  contract  of  beans,  but 
it  is  generally  close  enough  to  produce  a 
profit  if  the  trader  has  predicted  the 
demand  for  the  soybean  products  cor- 
rectly. A  closer  relationship  between 
beans  and  their  products  may  be  ob- 
tained by  selling  ten  contracts  of  beans, 
and  buying  nine  contracts  of  oil  and  12 
contracts  of  meal. 

In  making  such  a  trade  one  must  put 
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the  prices  of  the  products  on  a  common 
basis  with  the  price  of  the  beans.  Rough- 
ly, a  bushel  of  soybeans  will  yield  11 
pounds  of  oil;  so  to  obtain  the  value  of 
the  oil  in  dollars  per  bushel  you  simply 
multiply  its  price  in  dollars  per  pound  (it 
is  usually  quoted  in  cents  per  pound)  by 
11.  To  obtain  the  value  of  the  soybean 
meal  in  dollars  per  bushel  of  beans,  you 
divide  the  price  of  the  meal  (usually 
quoted  in  dollars  per  ton)  by  2,000 
(pounds  per  ton)  to  obtain  its  price  in 
dollars  per  pound,  and  then  multiply  the 
resulting  figure  by  48,  which  is  close  to 
the  number  of  pounds  of  meal  that  a 
bushel  of  soybeans  will  yield.  To  make 
these  calculations  clearer,  I  have  used 
actual  prices  in  the  table  below. 

Roughed  Up 

To  enter  a  reverse  crush  trade  it  is 
necessary  to  inform  your  broker  that  is 
what  you  have  in  mind  and  to  be  sure  he 
understands  the  maximum  number  of 
cents  per  bushel  you  are  willing  to  pay 
for  products  over  the  beans.  It  takes  a 
floor  broker  a  little  longer  to  execute  the 
three  trades  of  a  reverse  crush,  since 
meal  and  oil  are  traded  in  a  different  pit 
from  beans.  Sometimes  the  only  way  to 
get  into,  or  out  of,  a  reverse  crush  is  to 
give  the  floor  broker  10  cents  or  so 
beyond  the  last  trades,  or,  worse  yet, 
use  a  market  order.  (In  a  market  order, 
for  example,  the  floor  broker  will  pay 
what  is  being  asked  for  the  meal  and  oil 
and  take  what  is  being  bid  for  the 
beans.  It  is  not  uncommon  to  find  that 
you  are  roughed  up  by  quite  a  few 
dollars  when  you  are  having  three  mar- 


ket  orders  filled  on  a  reverse  crusli 
The  soybean  market  in  recent  weel 
has  retraced  the  whole  up  movement 
price  that  began  last  January  when  su] 
ply/demand  statistics  started  to  appe 
very  tight.  Now  that  the  old-crop  montl 
have  left  the  board,  the  price  of  the  nev 
crop  months  and  the  swing  month 
September  (when  new  beans  are  ju 
starting  to  be  harvested)  are  beginning 
stabilize  because  of  weather  concerns, 
is  this  factor,  among  others,  which  lea< 
me  to  recommend  a  seasonal  trade 
the  January  crush. 

There  are  relatively  strong  season| 
tendencies  for  the  January  soybean  proc 
ucts  to  gain  on  January  beans  from  noi 
until  November,  when  the  harvest 
completed.  If  the  soybean  harvest  is 
good  one — and  all  indications  this  yel 
seem  to  point  in  that  direction — then  tl 
product  prices  should  rise  relative  to  tl 
beans  in  order  to  provide  an  incentive  1 
crush. 

I  would  try  to  place  the  reverse  crus 
with  the  products  selling  at  less  than  2 
cents  over  the  beans.  I  believe  that  tb 
market  will  provide  an  opportunity 
unwind  the  spread  somewhere  in  tli 
neighborhood  of  40  cents  of  produc 
over  beans. 

Since  the  products  are  unlikely  to  se 
at  a  discount  to  the  beans,  the  spread  ha 
a  built-in  loss  protection  of  about 
cents  ($1,000).  The  margin  on  a  re  vers 
crush  is  generally  equal  to  the  margin  i 
a  straight  long  or  short  position  on  beaij 
(about  $3,500  minimum),  while  rouno 
turn  commission  on  the  whole  trade  (a| 
three  contracts)  is  around  $80.  ■ 


Crush  Margin 

The  prices  in  the  soybean  complex  (January  contracts)  look  like  this:  beans  $5.5 
per  bushel,  $148.50  per  ton  for  soybean  meal,  and  19.9  cents  per  pound  fc 
soybean  oil.  The  value  of  the  products  in  cents  per  bushel  is  thus: 


Soybean  meal:    $148,50  =  $0  074  „  48  ,bs  of  mea,  bu 
2000  lbs. 

Soybean  oil:      $0,199  per  lb.  x  11  lbs  per  bu. 

Total  value  of  products  per  bu. 
Soybean  price  per  bu. 
The  crush  margin  is  then 


=  $3.55  per  bu. 

=  $2J9  per  bu. 
=  $5.74 
=  $5.53 

21  cents  per  bu. 
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XLUE  LINE  looks  at  possible  "Take-Over"  candidates 


MAJOR  STOCKS 
at  50%  DISCOUNTS 

from  their  tangible  book  value  per  share 


»ry  week,  Value  Line  computers 
(C  sen  1 650  major  stocks  under  regu- 
9  review  to  pinpoint  special  cate- 
p  es  which  may  be  of  unusual  inter- 
ss  to  investors. 

si  instance,  a  recent  weekly  edition 
it  he  Value  Line  Investment  Survey 
I  ws  35  stocks  which  are  currently 
a  ed  below  tangible  book  value  per 
if- re  AND  below  liquidating  value, 
ij  (which  makes  them  intriguing 
ide-over"  candidates  since  their 
k  working  capital  exceeds  the  cur- 
I  :  price  of  their  shares), 
at'  these  35  stocks  (which  include 
«  me  very  well-known  names),  19 
ifcij  selling  at  discounts  of  50%  or 
W\ore  from  their  tangible  book 
ijlue.  The  discounts  run  as  high 
k  85%. 

I*  -eover,  at  their  recent  prices  some 
nese  stocks  offer  other  credentials 
■{possible  interest— such  as  P/E's 
ii  ow  as  3.8,  yields  as  high  as  6.7%, 
it.  the  possibility  of  appreciating 
fa%  or  more  in  price  in  the  next  few 
rs. 


FECIAL  STOCK 
ELECTORS 

b  latest  weekly  computer  screen 
(stocks  which  qualify  for  the  above 
iegory  wili  come  to  you  automat- 
illy  under  the  invitation  below— 
!ng  with  several  other  Special  Stock 
(ectors  also  updated  weekly  in  the 
lue  Line  Survey,  including: 
3HEST  YIELDS— The  100  stocks 
long  all  1650    under  regular  re- 
iw)  offering  the  highest  yields, 
!>ed  on  estimated  dividends  in  the 
jet  12  months.  The  yields  recent- 
janged  from  10.4%  to  7.8%. 
3HEST  APPRECIATION  PO- 
NTIAL— The  100  stocks  offering 
highest  3-  to  5-Year  Appreciation 
Itential,  based  on  estimated  earn- 
js  and  P/E's  in  that  future  span. 
B  potentials  recently  ranged  from 
)%  to  220%.  CAUTION:  some  of 
se  stocks  are  very  risky. 
i)ST   TIMELY   STOCKS— The 
I)  stocks  currently  ranked  1  (High- 
|)  and  the  300  ranked  2  (Above 
orage)  by  Value  Line  for  Probable 
Ice  Performance  in  the  Next  12 
onths— relative  to  all  1650  stocks 
•der  regular  review. 
)NSERVATIVE  STOCKS— The 
:>cks  ranked  1  (Highest)  and  2 
oove  Average)  for  Safety— relative 
all  1650  stocks. 

OCKS  AT  DISCOUNTS  FROM 
QUIDATING  VALUE,  and  below 
ngibie  Book  Value— as  outlined 
ove. 


BEST  PERFORMING  STOCKS— 

The  50  or  so  stocks  that  have  gone 
up  most  (or  down  least)  in  price  over 
the  last  13  weeks.  The  best  perfor- 
mances recently  ranged  from  +127% 
to  +38%. 

WORST  PERFORMING  STOCKS 

— The  50  or  so  stocks  that  have  gone 
down  most  (or  up  least)  in  price  over 
the  last  13  weeks.  The  worst  perfor- 
mances recently  ranged  from  -64% 
.to  -18%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH  of 
1650  stocks— Value  Line's  weekly 
Summary  of  Advices  shows  the  cur- 
rent ratings/measurements  for  future 
Price  Performance,  Safety,  Yield, 
Long-Term  Appreciation,  P/E  Ratio, 
Beta.  .  .  plus  earnings  and  dividend 
data,  past  actual  and  future  estimated. 
•Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  125 
stocks,  updating  and  replacing  previ- 
ous reports  on  the  same  stocks.  Dur- 
ing a  13-week  cycle,  new  reports  like 
this  are  issued  on  all  1650  stocks.  The 
Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of 
vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

PLUS  THESE  2  BONUSES 

You  receive,  as  a  bonus,  Value  Line's 
2000-page  Investors  Reference  Ser- 
vice including  our  latest  full-page  Rat- 
ings &  Reports  on  each  of  1650  stocks 
—fully  indexed  and  looseleaf-bound 
for  your  quick  and  easy  reference.  .  . 
and  systematically  updated  by  new 
full-page  Reports  in  the  weeks  ahead. 
(It  takes  only  30  seconds  to  replace 
the  old  Reports  with  the  new  in  your 
binder.)  All  this  material  is  so  orga- 


nized that  you  can  quickly  find  a  con- 
tinally  updated  report  and  current 
evaluation  on  almost  any  stock  you 
may  be  interested  in  buying,  selling, 
or  equally  important,  holding. 


Investing  la 
Common  Slocks 


TbtVilgt  LuxRjokiaio 
ind«bcr(rncr.j  of 
Slock  Value 


ITImw  pagai  are  tiductd  from  actual  IVS"  XII"  an) 

And— as  an  exfra  bonus 
—you  will  also  receive 
Investing  in  Common 
Stocks,  by  Arnold  Bern- 
hard,  Value  Line's  founder 
and  research  chief.  This  64-page 
book  explains  how  even  inexperi- 
enced investors  can  apply  thousands 
of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  next 
12  months),  the  other  for  Safety.  This 
book  is  YOURS  TO  KEEP  even  if  you 
return  the  other  material  under  your 
money-back  guarantee. 
SPECIAL  INVITATION 
You  are  invited  to  receive  the  com- 
plete Value  Line  Investment  Survey 
(with  30-day  money-back  guarantee) 
for  the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— pro- 
vided no  member  of  your  household 
has  had  a  Value  Line  subscription  in 
the  last  two  years. 

This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  investments. 
Fill  in  and  mail  the  coupon  today. 


616E01 


Tthe  value  line  INVESTMENT  SURVEY  "V 

I  Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y.  10017 

J  Begin  my  10-week  trial  to  The  Value 

|  Line  Survey  (limited  once  to  any  house- 

.  hold  every  two  years)  and  send  me  the  two  . 

i  bonuses  listed  above.  Check  for  $29  is 

I enclosed.  (Trial  subscriptions  must  be  ac-  SIGNATURE 
companied  by  payment.)         a         ■  > 

|  SPECIAL  EXTRA  BONUS 


This  famous-make  pocket-size 
|  ELECTRONIC  CALCULATOR 
.  (with  full  memory)  given  to  you 
|  when  you  order  The  Value  Line 

I Investment  Survey  for  one  year 
— and  send  payment  now. 
I  □  1  year  for  $285.  My  payment  is  enclosed 


NAME  (please  print) 


ADDRESS 


-APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE.  If  dissatisfied  for  any  rea- 
se'nd  me  the  CALCULATOR  as  my  extra  sorli  |  may,  return  material  within  30  days 
special  bonus.  (There  are  no  restrictions  f0r  fu||  refund  of  the  fee  I  have  paid. 


with  this  annual  subscription.) 
□  Bill  me  for  $285.  (Does  not  include  the 
calculator.) 


Subscription  tax-deductible  and  non-assignable. 
Foreign  rates  on  request  (NY  residents  add 
sales  tax.) 


Australia 


Money  And  Investments 


business  v 

OPPORTUNITIES 

For  trade  introductions  in  Australia, 
ask  Australia's  largest,  most  experienced 
free  enterprise  bank . . .  over  1300  offices 
throughout  Australia,  New  Zealand  and 
other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 
Bank  of  New  South  Wales,  Suite  1630, 
270  Park  Avenue,  New  York,  N.Y.,  10017. 
Telephone:  (212)986-2248/9 
or  William  A.  Havercroft, 
Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 
360  Post  Street,  San  Francisco,  California, 
94108.  Telephone:  (415)433-1330. 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 
Head  Office:  60  Martin  Place,  Sydney,  N  SW, 
Australia,  2000 

753411C1US  Z519 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Boi  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  toll  tree  800-527-2654  enept  from  T«os 


FAMILY  CREST  RINGS 

Solid  14K  Gold,  $195. 
Sterling  Silver,  $90. 
WE  WORK  IN  THREE 
BASIC  WAYS  -  If  you 

have  a  crest,  send  a 
copy  of  it,  otherwise 
you  may  check  it 
against  our  list,  or  you 
may  design  your  own 
(see  below).  SEND  FOR  OUR  FREE  COLOR 
CATALOGUE.  If,  in  addition  to  free  catalogue, 
you  want  our  booklet  with  over  20,000  names 
for  which  we  have  crests  available  plus  in- 
structions on  how  to  design  your  own  crest, 
send  us  $1.00. 

HERALDICA  IMPORTS,  INC.  DEPT.  F 

21  WEST  46th  ST.  .  NEW  YORK,  N.Y.  10036 
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Lipstick's  Back 
In  Fashion 

By  Ann  C.  Brown 
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ith  labor  being  honored  the  first 
Monday  each  September  and  with  ev- 
eryone scheming  and  conniving  to  take 
the  preceding  Friday  off  to  get  a  head 
start  on  the  fun,  why  not  declare  Friday 
a  holiday,  too? 

Call  it  Capital  Day  because,  as  any 
card-carrying  Keynesian  economist  will 
tell  you,  without  capital  there  shouldn't 
or  wouldn't  be  any  Labor  Day.  We  could 
package  the  four  days  into  the  Great 
American  Free  Enterprise  Free-for-All 
Weekend  and  merchandise  it  to  other 
envious  economic  systems.  (After  all,  the 
communists  only  celebrate  the  single 
May  Day.) 

By  this  device,  capital  will  be  able  to 
point  with  pride  to  recognition  of  its 
contribution  to  the  happiness  of  society 
after  having  acquired  and  suffered  a  lep- 
rous image  over  the  past  century  or  so. 
Scholarly  surveys  show  that  few  people 
realize  that  the  modern  day  stewards  of 
capital,  the  corporations,  currently  re- 
ceive, on  average,  scarcely  a  5%  profit 
after  taxes — a  considerably  smaller  per- 
centage than  anyone  would  dare  tip  a 
New  York  waiter  or  taxi  driver.  And  yet 
it  is  private  capital  at  risk  that  creates  the 
necessary  jobs  through  innovation  and 
expansion  and  which  has  helped  to  give 
this  country  the  highest  standard  of  liv- 
ing in  the  world. 

Water  Works 

Don't  look  now  but  we've  got  another 
crisis  on  our  hands.  This  time  it's  water. 
Currently  we  are  consuming  our  under- 
ground water  resources  faster  than 
Mother  Nature  can  replenish  them. 
Should  any  of  the  energy  ideas  catch  on, 
like  the  slurrying  of  coal  or  the  water 
methods  of  obtaining  oil,  the  situation 
will  worsen. 

But,  as  is  the  case  in  most  adversities, 


Ann  C.  Brown  is  vice  president  of  the  New 
York  investment  firm  of  Melhado,  Flynn  h 
Associates,  Inc. 


someone  stands  to  gain.  One  possibh 
beneficiary  could  be  Hughes  Tool  (37), 
company  which  makes  a  wide  assortmen 
of  rock  bits  for  drilling  deeper — in  thi 
case  for  the  crystal-clear  stuff  instead  a 
black  gold. 

Another  company  that  should  do  wel 
is  the  Marley  Co.  (29),  which  recentlj 
split  its  stock  2-for-l  and  bumped  it 
dividend  substantially  to  boot.  Whil< 
Marley  is  primarily  known  for  its  waterJ 
cooling  towers,  better  than  half  of  it 
income  comes  from  other  water-related 
products  and  services,  such  as  water- 
treatment  equipment  and  pumps  ant 
heat  exchangers.  The  company,  whicl 
earned  $3.20  a  share  in  1976  comparec 
with  $1.38  in  1975,  could  show  profits  o 
around  $3.70  for  the  fiscal  year  to  eni 
this  October.  For  1978,  earnings  coult 
be  in  the  area  of  $4.30  to  $4.50  a  share  i 
the  company  continues  its  20%  or  bettei 
recent  growth  rate. 

Doubled  Earnings 

On  the  conservation  side  of  the  watei 
picture,  Neptune  International  (16)  is  s 
big  manufacturer  of  water  meters,  it 
addition  to  being  an  important  producei 
of  water  and  wastewater  equipment  anc 
systems.  Over  the  past  five  years  th< 
company  has  more  than  doubled  it! 
earnings  and  shows  every  sign  of  coa 
tinuing  to  grow  if  for  no  other  reasor 
than  many  homes,  particularly  the  multi- 
family  variety,  are  unmetered.  Neptune 
International  could  earn  $1.70  a  share  in 
1977,  up  from  $1.46  last  year,  and  $2  oi 
so  seems  attainable  in  1978. 

Having  scanned  a  stack  of  fall  fashion 
magazines  and  catalogs,  I  notice  that  cos-i 
metics  are  making  a  comeback,  probably 
because  the  baby-boom  natural  beauties 
are  discovering  middle-age  sallow  skirl 
and  crow's-feet.  In  any  event,  gobs  oi 
heavy  red  lipstick  seem  to  be  "in,"  which1 
augurs  well  for  Revlon  (41).  The  old 
"Fire-and-Ice"  folks  are  not  only  into  the 
exterior  improvement  department,  bin 
they  have  been  quietly  expanding  inter- 
nally into  the  health-care  field  with  the 
recent  acquisition  of  Barnes- Hind  Pharn  i  t 
maceuticals,  and  the  proposed  purchase  ! 
of  Armour  &  Co.  s  pharmaceutical  oper- 
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Stock  Trends 


ons  and  American  Biomedical  Corp. 
vlon's  earnings  are  estimated  to  be  up 
Hind  20%  this  year,  to  $3.10  to  $3.15  a 
ire,  and  possibly  $3.60  in  1978. 
For  those  of  you  who  find  attraction  in 
ngs   technological,   Intel   (50)  looks 
amising.  Currently,  the  company  en- 
's the  highest  growth  and  profitability 
any  of  the  major  semiconductor  com- 
jnies.  Memory  and  memory  systems 
>w  account  for  55%  of  sales,  with  mi- 
<  processors  providing  about  40%  and 
»2  remaining  5%  from  the  digital  watch 


. .  The  baby-boom  nat- 
al beauties  are  discovering 
ddle-age  sallow  skin 
id  crow's-feet.  Gobs  of 
savy  red  lipstick 
em  to  be  'in' . . ." 


ation,  which  may  be  phased  out  he- 
re too  long.  This  year's  earnings  could 
nw  a  sharp  increase,  to  around  $3.15  a 
lire  from  last  year's  reported  $2.37.  In 
178,  $3.90  appears  possible,  which 
psently  values  the  stock  at  a  modest  13 
lies  earnings  for  a  company  with  a  shot 
i  a  20%+  growth  rate  over  the  next 
1/eral  years. 

jOne  of  my  longtime  favorites  seems 
i  be  back  in  a  buying  range,  having 
I'ested  its  earlier  purchase  this  year 
iThe  Kansas  City  Star  Co.  newspapers. 
y.pital  Cities  Communications  (48) 
|3uld  earn  somewhere  around  $5.15  a 
lire  for  this  year,  up  from  $4.60  in 
176.  Estimates  for  1978  are  any- 
Lere  from  $5.50  to  $5.90,  with  $5.75  a 
[isonable  single-figure  guesstimate. 
\.e  company  operates  a  large  group  of 
| lio  and  TV  stations  from  New  York  to 
l  lifornia,  in  addition  to  owning  Fair- 
ild  Publications  (Women's  Wear  Daily, 
I,  several  other  widely  circulated  trade 
blications  and  general  circulation 
,wspapers. 

Finally,  one  little  idea  that  must  be 
ught  with  care,  as  its  growth  rate  has 
[en  super  but  its  trading  volume  light. 
IT.  Cross  Co.  (43),  the  maker  of  the 
pular  Cross  pens,  pencils  and  felt-tips, 
uld  show  earnings  of  $4.50  a  share  in 
77,  up  from  $3.44  last  year,  and  per- 
ips  as  much  as  $5.25  next  year.  The 
mpany  is  controlled  by  the  Boss  fam- 
,  who  have  a  dandy  record  of  manag- 
l  the  company  to  date  and  show  every 
lication  of  continuing  to  be  very  good 
'Sses.  ■ 


SOUTHERN  NATURAL  RESOURCES,  INC. 

BIRMINGHAM,  ALABAMA 

Stock  Split-up 

The  Board  of  Directors  has  declared  a  100%  stock  split-up 
of  the  Common  Stock  of  Southern  Natural  Resources,  Inc  . 
The  distribution  of  one  additional  share  of  the  Common 
Stock  of  Southern  Natural  Resources,  Inc.  for  each  share 
of  Common  Stock  outstanding  will  be  made  on  September 
14,  1977  to  stockholders  of  record  at  the  close  of  business 
on  August  31,  1977. 

Increased 
Common  Stock  Dividend  No.  17 

A  regular  quarterly  dividend  of  52'/2  cents  per  share  has 
been  declared  on  the  Common  Stock  of  Southern  Natural 
Resources,  Inc.  The  dividend  represents  an  increase  of 
25  cents  per  share,  on  an  annual  basis,  over  the  previous 
regular  quarterly  dividend  rate.  The  dividend,  which  does 
not  give  effect  to  the  Common  Stock  split-up,  will  be  pay- 
able September  14,  1977  to  stockholders  of  record  at  the 
close  of  business  on  August  31,  1977.  Quarterly  dividends 
following  the  stock  split-up  are  intended  to  be  paid  at  the 
rate  of  26%cents  per  share,  which  is  equivalent  to  the  quar- 
terly rate  of  52/2  cents  per  share. 

RONALD  L.  KUEHN,  ]R.,  Secretary 

Dated:  July  28,  1977 


GROWTH  IS  ALIVE 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 


T.R0WE  PRICE 

GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  manage- 
ment fee  and  otJier  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 


Forbes  Reprint 

Reprints  of  the  FORBES  essay  (Nov.  15,  1976),  "Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists,"  are  again  available.  To  order,  please  use  the  coupon 
below  and  include  payment  with  order. 

Price  Schedule 

1-    9  copies  $1.25  each  100-499  copies  .50  each 

10-  99  copies  .60  each  500  or  more  copies  .40  each 

FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

Please  send  me  copies  of  the  FORBES  essay.  I  have  enclosed  payment  with  my 

order. 

Name  

Address  

City/State/Zip  
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Money  And  Investments 


Death  In  The  Stock  Market: 
Life  In  The  Bond  Market 


A  year  AGO,  Stephen  M.  Bynum,  42, 
had  Denver's  Financial  Industrial  In- 
come Fund  81%  in  stocks,  19%  in  fixed- 
income  securities.  Today  he  has  it  re- 
versed: 64%  in  fixed-income  securities 
and  cash-equivalents  and  36%  in  stocks. 
Even  the  stocks  the  $145-million  fund 
owns  are  defensive,  chiefly  utilities. 

To  say  that  Bynum  is  bearish  is  to 
belabor  the  obvious.  Not  so  much  bear- 
ish about  the  economy  as  bearish  about 
the  stock  market.  He  expects  inflation  to 
continue  to  moderate  and  raw  materials 
prices  to  come  under  pressure.  As  he 
sees  the  future: 

"Large  corporations  will  feel  cost  pres- 
sures as  labor  presses  for  catch-up  wage 
increases — which  they  tend  to  get  to- 
ward the  end  of  business  cycles.  Busi- 
nessmen think  they  can  pass  these  costs 
on,  but  they  11  have  trouble  when  they 
try.  It's  more  likely  that  their  profit  mar- 
gins will  suffer  instead." 

The  only  stocks  more  or  less  immune, 
he  feels,  are  the  utilities  and  the  insur- 
ance companies.  Utilities  will  benefit 
from  more  stable  fuel  costs  as  world  oil 
and  domestic  coal  costs  come  under 
pressure.  This  debt-ridden  group  will 
also  benefit  from  lower  interest  costs  and 
from  the  lingering  effects  of  Con  Edi- 
son's first  disaster — the  dividend  cut  in 
1974.  "Regulatory  commissions  abruptly 
became  aware  of  the  need  for  a  reason- 
able return,"  says  Bynum. 

Many  utility  stocks  have  been  rising 
lately,  however — the  Dow  Jones  utility 
average  is  near  its  peak — and  the  yields 
have  dropped  to  around  7%  from  a  high 
of  almost  12%  in  1974.  So  Bynum  has 
moved  from  utility  stocks  into  utility 
bonds,  especially  telephones,  which  are 
still  holding  up  with  yields  above  8%. 
Some  of  his  favorites:  Southern  Bell, 
Southwestern  Bell,  Mountain  States 
Telephone.  "The  bonds  give  us  a  yield 
that's  four  to  seven  points  higher  than 
stocks,  and  there's  even  a  chance  of  a 
point  or  two  in  capital  gains  if  we're  right 
in  our  thinking  about  interest  rates  drop- 
ping," says  Bynum. 

Lower  interest  rates  and  deflation  will 
also  help  the  insurance  stocks,  he  adds, 
by  raising  the  value  of  their  portfolios 
and  making  them  more  attractive  to 


stock  purchasers.  (True,  insurers  will 
find  it  harder  to  invest  new  money  for  a 
good  return,  but  by  then  Bynum  will  be 
in  some  other  industry.)  Deflation  will 
also  help  to  keep  down  the  costs  for 
property-casualty  insurers,  while  Bynum 
sees  a  decline  in  the  death  rate — "from 
looking  at  the  poor  reports  of  funeral 
companies,"  he  quips — helping  the  life 


Battening  Down  The  Hatches:  FIIF 

manager  Bynum  is  hoping  for  good 
times,  but  preparing  for  bad  ones. 


insurance  stocks. 

Right  now,  FIIF's  holdings  include  a 
number  of  smaller  life  insurance  compa- 
nies— likely  merger  candidates:  Inde- 
pendent Life  &  Accident,  Kansas  City 
Life  Insurance,  Monarch  Capital,  and 
Franklin  Life  Insurance,  which  recently 
rose  from  $24  to  $28  in  response  to  a 
large  purchase  and  a  possible  tender  of- 
fer from  American  Brands.  (Bynum  isn't 
the  only  one  who  likes  life  insurance.) 

The  fund's  property-casualty  exposure 
is  mostly  in  conglomerates  with  insur- 
ance subsidiaries,  like  City  Investing  and 
International  Telephone  &  Telegraph, 


The  Fund 


but  Bynum's  limited  enthusiasm  foi 
these  stocks  gives  the  impression  tht 
fund  won't  be  in  them  for  long. 

"The  next  rally  may  be  in  bonds,"  h( 
says.  "And  if  it  isn't,  you're  still  getting 
8%  for  your  money  with  very  little  dowry 
side  risk." 

Which  bonds?  Mostly  triple-As; 
"We're  very  credit-conscious  right  now, 
answers  Bynum.  "We  have  sold  most  a 
our  lower  grades  because  the  yield  dil 
ferential  is  very  slight  anyway.  (That  is, 
you  pay  very  little  premium,  in  terms  o 
a  lower  yield,  for  high-quality  bonds.)  I 
we  choose  to  go  back  in  and  buy  higher 
yield,  low-quality  bonds,  we  can  do  s| 
later  when  they're  cheaper  and  the  extri 
risk  is  worth  it.  In  fact,  the  premium  foi 
quality  is  so  low  that  the  fund  now  has 
about  17%  of  its  assets — $25  million — in 
U.S.  Treasury  bonds  yielding  about 

We  had  better  pause  at  this  point  ant 
explain  why  we  think  that  Bynum,  thi 
Texas-reared  former  manager  of  Thj 
University  of  Texas  $700-million  endow- 
ment fund,  is  worth  listening  to.  Hi 
fund  was  one  of  15  (out  of  a  total  of  21] 
funds  eligible)  that  made  the  Forbes 
Honor  Roll  (Aug.  15).  Since  mid- 1974 
Financial  Industrial  Income  has  gainec 
66%,  while  the  Standard  &  Poor's  50l 
has  managed  only  14%.  All  in  all,  a  verj 
creditable  showing. 

Bynum  has  a  healthy  interest  in  in- 
vestment fads,  but  he's  smart  enough  t( 
miss  a  chance  at  some  profits  in  order  t( 
get  out  before  a  fashion  changes. 

Take  one  of  his  first  moves  when  he 
came  to  the  fund  in  1973.  While  on  a  trip 
to  Florida,  he  noticed  a  foreclosed  prop 
erty  right  outside  of  Disney  World.  The 
owner,  he  was  told,  was  Cameron  Brown 
seemingly  one  of  the  most  successful  rea 
estate  investment  trusts.  Bynum  did  a 
little  checking  around,  and  by  the  end  oi 
1973  he  had  liquidated  the  fund's  entire 
10%  position  in  REITs.  (It  was  a  tougl 
decision,  he  adds,  because  they  weri 
yielding  25%  of  the  fund's  income.) 

A  watcher  of  the  commodity  marketsj 
Bynum  sensed  a  jump  in  the  prices  d 
raw  materials,  and  put  much  of  the  mom 
ey  into  basic,  cyclical  stocks  like  steelJ 
paper,  chemicals  and  oil — all  of  which 
did  very  nicely. 
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Ijjnd  commercial  structure  and  continuity  of  high  perfor- 
ce have  been  the  mam  characteristics  of  the  Norddeutsche 
tijesbank  during  the  course  of  the  last  year.  Nord  LB  is  not 
i'lthe  Giro-Centre  for  the  Lower  Saxonian  Savings  Banks  but 
\h  house  bank  of  the  State  of  Lower  Saxony  and  a  universal 
I!  offering  a  comprehensive  range  of  services  to  all  its  clients 
ifiey  business  enterprises,  private  individuals  or  local 
Hprities.  In  1976  the  palette  of  services  was  widened  further 
il|ng  the  Nord  LB  in  an  even  better  position  to  assist  its  clients 
iHving  their  financing  requirements.  Financial  strength, 
^  standing  experience  and  worldwide  connections  portray 
iJord  LB.  The  confidence  displayed  in  us  by  our  business 
Eijciates  at  home  and  abroad  has  been  of  valuable  assistance 
I  in  maintaining  our  rate  of  steady  growth  and  we  should 
lo  express  our  most  sincere  thanks  to  all  those 
fperned. 


Nord  LB  -  Balance  Sheet  Summary 


Assets  Balance  Sheet  at  31. 12. 1976  in  million  DM  Liabilities 


cash 

614 

liabilities  to  banks 

5.796 

bills 

144 

liabilities  to  customers 

3.716 

balances  with  banks 

6.636 

savings  deposits 

2.555 

advances  to  customers 

17.957 

bonds  issued 

15.135 

securities 

1.730 

trustee  accounts 

1.058 

trustee  accounts 

1.058 

other  liabilities 

1.015 

investments 

467 

capital  and  reserves 

778 

assets  of  the 

liabilities  of  the 

regional  building  society 

regional  building  society 

(Landes-Bausparkasse) 

3.499 

(Landes-Bausparkasse) 

3.389 

other  assets 

1.337 

total  assets 

33.442 

total  liabilities 

33.442 

group  balance  sheet 

34.497 

total  volume  of  business 

42.000 

Norddeutsche  Landesbank 

Girozentrale 

Hannover  -  Braunschweig 


Then,  in  early  1976,  attending  a  semi- 
nar on  indexing  at  Chicago-based  Becker 
Securities,  Inc.,  he  decided  that  index- 
ing was  the  trend  of  the  future — at  least 
the  short-term  future.  "I  try  to  watch 
what  other  institutions  are  doing,"  he 
says.  "They  may  not  be  right  about  fun- 
damentals, but  their  thinking  affects  the 
flow  of  money.  There  was  clearly  going 
to  be  a  lot  of  pressure  to  quasi-index  at 
least,  and  the  math  was  very  simple: 
They  were  going  to  sell  the  overowned 
growth  stocks  and  buy  the  rest  of  the 
S&P  500,  which  was  underowned." 
Bynum  started  buying  underowned 
high-yield  stocks  like  American  Tele- 
phone &  Telegraph,  IC  Industries  and 
American  Standard. 

"That  game  is  probably  playing  out," 
he  says,  and  Bynum  has  already  been  out 
of  this  kind  of  stock  for  some  time  now. 


"Yield  stocks  are  having  their  day  in  the 
sun  today,"  he  adds.  As  for  FIIF,  it's 
already  moving  on. 

"The  ability  to  sell  early  (rather  than 
too  late)  probably  comes  from  my  bond 
background,"  Bynum  muses.  "You're  al- 


.  .  'You  don't  hold  onto 
something  simply  because 
you  already  own  it'  .  .  ." 


ways  comparing  yields,  looking  at  the 
tradeoffs.  You  don't  hold  onto  something 
simply  because  you  already  own  it  when 
there's  something  better  out  there. 

"The  fund's  emphasis  on  yield  [even 
though  by  charter  it  may  be  100%  in 
stocks]    has    another   payoff,"  Bynum 


adds.  "One  of  the  best  ways  to  tell 
overvalued  stock  is  when  its  yield  g( 
too  low.  The  yield  provides  a  certs 
downside  risk,  and  it's  a  measure  of  ma 
agement's  confidence.  We  may  lose 
little  extra  punch  by  selling  early,  b 
we're  not  in  those  low-yield,  high-ri 
stocks  when  a  downturn  comes. 

"A  final  thing  we  watch  is  earnii 
growth.  We  compare  year  to  year 
also  from  one  quarter  to  the  next.  WhJ 
the  growth  starts  to  slow,  we  move  oti 
The  stock  may  not  drop,  but  once  th 
growth  starts  to  slow,  the  money  yi 
have  invested  is  dead  money." 

Bynum  is  saying,  in  effect:  Why  lea^ 
your  money  "dead"  in  stocks  that  a 
going  to  have  trouble  performing,  wh« 
it  can  be  very  much  alive  with  8%  yiel| 
and  a  chance  at  some  appreciation 
high-grade  bonds?  ■ 
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O.T.C.  SECURITIES 


HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 

REGULAR   CLASSIFIED  LISTINGS: 

All  listings  are  accepted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
is  $16.05.  Minimum  size  ad  is  one 
incTi  (14  agate  lines)  costing 
$224.70.  FORBES  will  typeset  with- 
out charge. 

DISPLAY  CLASSIFIED  ADVERTIS- 
ING: Line  rate  is  $15.75.  Minimum 
size  for  display  is  two  inches  (28 
agate  lines)  costing  $440.  Must  be 
submitted  as  film  negative  or 
camera-ready  mechanical  to  size. 
For  specific  requirements  send  for 
order  form. 

Box  numbers  provided  on  request. 
There  is  no  charge  for  mailing  serv- 
ice on  blind  ads. 

FORBES  CLASSIFIED  is  published 
in  the  first  issue  of  each  month. 
Advertising  closing  date  is  the  first 
day  of  the  preceding  month. 
Frequency  discounts  available.  Pay- 
ment must  accon-many  order  unless 
from  accredited  agency. 
Contact:    Sarah  Madison 

FORBES  CLASSIFIED 
60  Fifth  Ave..  NYC  10011 
(212)  675-7725 


SELF  IMPROVEMENT 

"CONTROLLED  DRINKING" 

"Controlled  Drinking"  guides  you  to 
reducing  your  drinking— or  quitting. 
New  approach  uses  latest  scientific 
techniques.  Now  you  can  cut  down 
or  quit.  Proven!  Cassette  tape  for 
your  convenience.  Satisfaction  guar- 
anteed. Stop  damaging  yourself  — 
and  others!  Order  Now!  Just  $15  to 
A.C.S.,  Inc.,  Dept.  F,  P.O.  Box  9, 
Purcellville,  VA  22132. 


Active 
Iisted  Traders, 


50%  DISCOUNT 

(from  current  fixed  rates) 

Securities  held  in  your  account 
protected  up  to  $300,000. 

We  also  maintain  net  trading  markets 
in  numerous  O.T.C.  securities  for 

both  retail  and  wholesale  accounts. 

Fast,  Efficient,  Very  Knowledgeable 
FOR  ADDITIONAL  INFORMATION,  CALL 

M.  H.Meyerson&Co.,  Inc. 

founded  1958 

212-425-1212  •  201-332-3353 


EMPLOYMENT 
OPPORTUNITIES 


MGM'T  &  SALES  MEETIN 


MERGERS  &  ACQUISITIONS 

OUR  COMPANY  WISHES  TO 
EXPAND  OUR  PRODUCT  LINES 

We  are  interested  in  Product  Lines 
or  Acquisitions  with  Sales  from  low 
to  mid  7  figures.  Reply  in  confi- 
dence to: 

J.  N.  Lippman,  President 
DL  Skin  Care  Products,  Inc. 
47  E.  Market  Street 
Buffalo,  NY  14204 

INVESTMENT  NEWSLETTER 

STAY  AFLOAT  &  AWAY  from  the 
reefs  &  shoals  of  this  unpredictable 
market.  Let  the  Wall  Street  Navi- 
gator plot  your  course.  Our  Weekly 
Newsletter  discusses  all  pertinent 
factors  fundamental  &  technical. 
For  4  week  trial  subscription  send 
$1.00  to 

STOCK  MARKET  APPRAISAL  INC. 

P.O.  Box  355  Stapleton  Station 
Staten  Island,  New  York  10304 


STOCKBROKERS 
Spend  your  winters  in  Florida,  your 
summers  in  New  York  and  make 
more  money  besides!  Join  one  of 
several  firms  that  will  provide  you 
with  office  space  and  facilities  in 
both  places.  Call  or  write  A.  Allan 
Resnick,  President,  (212)  734-5323. 
Creative  Search  Affiliates 
1385  York  Avenue,  Suite  26B 
New  York,  NY  10021 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

OWN  RACE  HORSES 

With  honest,  competent  advice,  the 
thrills  of  racing  are  less  exoensive 
than  you  think.  Our  associates  offer 
100  years  experience  &  above  all, 
total  integrity.  Please  call  or  write: 

KERRY  FITZPATRICK 
76  Prospect  Ave.,  Sea  Cliff,  NY  11579 
(516)  671-8390 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 

AVAILABLE 

Tax  advantaged  investments  for  in- 
dividual   &    corporate  taxoayers. 
Some  ITC  pass-throughs  available. 
Attractive  for  fiscal  or  calendar  year 
taxpayers.  Principals  only  please. 
MR.  GALLIVAN,  V.P. 
1448  Third  National  Bldg., 
Dayton,  Ohio  45402 
(513)  223-5196 


9  =  ^K 


AUTOMOBILES 


SAVE  $2,000  ON  NEW  1978  ( 

Your  Detroit  Connection  offers 
1978  luxury  (and  other)  vehich 
Detroit  prices  and  freight  to 
you  up  to  $2,000.  Full  factory 
ranty.  Free  Detroit  Metro  Ail 
pickup  at  delivery.  Send  make 
model  desired  for  a  firm  quots 
to:  BONDED  BROKERS,  25 
Monroe  Blvd.,  Dearborn,  Mich 
48124.  Phone  (313)  565-5577. 


ART  &  ANTIQUES  - 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI 
airplanes,  autos,  ships,  railroa 
American  scenes,  Indians,  wil( 
&  a  variety  of  other  subjects  r 
to  frame.  Send  $1.00  for  cat 
Write  Collectors  Series,  Dept 
Box  7919,  Chicago,  IL  60680. 


FORBES: 
CAPITALIST  TOC 

REACH  THE  AFFLUENT 
IN  FORBES  CLASSIFIEI 
One  out  of  every  13 
FORBES  subscribers 
Is  a  millionaire 
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BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


ICE  CREAM  & 

I  OGURT  STORES 

II  eel  areas  still  available  tor 
Iblusive  ZIP'Z  "MAKE  YOUR 
IfN  SUNDAE"  FRANCHISES, 

ludes  SITE  LOCATION,  EQUIP 
jjj  NT,  and  TRAINING.  Minimum 
\:<  500  cash  investment  required. 
yl  ou  qualify— 

|  ALL  TOLL  FREE  TODAY 
|lB00-821-2270,Ext.323 

ZIP'Z 

l!     A  OIV.  OF  I.Q.I.,  INC. 
K  470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


t  EE  MAIL  ORDER  COURSES 

it  us  Mail  Order  "pro"  helps 
le'rvomen  gain  fast  start  in  Mail 
rt  -World  Trade  home  business. 
Ifiv  same  plan  that  made  him 
Bjins.  Big  earnings  in  profitable 
■j/  or  retirement  project.  Write 
itee  course.  No  obligations. 

.L.  Mellinger,  Dept.  E1599, 
*(Woodland  Hills,  CA  91367 

START  YOUR  OWN 
|,  MAIL  ORDER  BUSINESS 
■{with  GIFTIME'S  fabulous  col- 
Htalog  of  giftware  &  novelty 
II  all  dropshipped  for  you.  No 
Hng  or  shipping.  Unique  Bonus 
■^stimulates  orders.  Free  cata- 
H  details  from  GIFTIME,  Inc., 
1  FB,  4700  Wissahickon  Ave. 
II  Philadelphia,  PA  19144, 
(215)  842-1400 


llTRIBUTORSHIP 

JfOLAR  ENERGY 

IV  of  the  nation's  oldest  pion- 
Ki  in  the  Solar  Energy  field  is 
■1'  awarding  Area  Distributor- 
libs  to  local  reliable  persons 
m>  realize  future  energy  de- 
an ids  are  here  now.  High  an- 
r  I  income.  Part  or  full  time. 
S(,500  min.  cash  req'd  (sec). 
It  appt.  write  or  call  immedi- 
'  y,  SOLAR  SYSTEMS, 
<&■':  46  Eden  Landing  Rd.,  Suite  4, 
Hayward,  CA.  94545. 
(415)  785-0712 


It  ML  ORDER  OPPORTUNITY 

profitable  home  business  in 
ftsica's  fastest  growing  industry. 
■fnaJly  known  authority  teaches 
H ,  No  previous  exoerience;  no 
lict  investment.  Write  for  free 
9i  case  histories  of  successful 
lijers,  plus  complete  details.  No 
•  Ution.  Mail  Order  Associates, 
fe!  660,  Montvale,  NJ  07645. 


r  PER  MONTH  EARNINGS  pos- 

l  filling  out  income  tax  forms  at 
9  or  tax  office  during  tax  sea- 
Si  We  show  you  how.  Simple, 
'4  j  ly  learned.  Details  mailed  free. 
J  lesmen.  Hurry.  Big  demand. 
FEDERATED  TAX 

2044  Montrose 

Chicago  60618 


Boom 
in 

Skateboard 
Parks  Coming! 

Get  in  early  on  one  of  the  most 
profitable  real  estate/business 
opportunities  of  the  70  s  — 
skateparksi  Send  for  FREE 
brochure  describing  our  com- 
prehensive manual  covering 
every  aspect  of  skatepark  de- 
velopment from  design  and  lay- 
outs through  initial  operation. 
Prepared  in  collaboration  with 
Graham  &  O'Malley,  foremost 
skatepark  designers  in  the 
country. 

FOR  FREE  BROCHURE  WRITE 

Skatepark 
Publications 

P.O.  Box  1858,  Dept:  FB 
La  Jolla,  CA  92038 


OWN  YOUR  OWN 
SURGICAL  PRODUCTS 
COMPANY 

Medical  products  field  is  $25  billion 
business  We  establish  and  manage 
your  business  Now  complete 
absentee  ownership  is  available,  or 
participate  as  much  as  you  desire  and 
we  will  assist  you  continually  Medical 
experience  unnecessary  If  you  qualify 
as  Owner  your  future  is  assured 
Minimum  cash  $19,900  North 
American  Surgical  Corp.  Call  Mr. 
Leonard  215-628-2080 


★  ★★★★★★★★★★★★★★★★★it* 

I  ONE  OF  AMERICA'S  FASTEST  * 
I  PROFIT  MAKING  BUSINESSES  * 
J  FOR  1977  * 

CALIFORNIA  t 
SKATEBOARD  t 
PARKS  t 

Call  For  Brochure  * 
4-  1-800-821-7700  Extension  332  T 

*  1100  Quail  St.  (Suite  200)  Z 

♦  Newport  Beach,  California  92660 J 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A, 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 


HP 


RELOCATING? 


.  or  want  to  buy  or  sell 
home  anyplace  in  trie 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas 
Call  or  write  tor 
details. 


Realty  USA 

P .0  Box  5780F 
St.  Louis.  MO  63121 


OWN  A  PART  OF 
COLORADO'S  BLACK  FOREST 

Up  to  1,000  acres  between  Colorado 
Springs  and  Denver.  Beautiful  view 
of  Pikes  Peak  and  the  Rampart 
Range.  Trees,  small  ponds,  highway 
frontage  and  access  from  Highway 
83.  May  be  split  into  40  or  100 
acre  parcels.  NOT  partpf  a  develop- 
ment. Liberal  owner  terms.  Con- 
tact Van  Schaack  Land  Company, 
650  17th  St.,  Suite  1112,  Denver, 
Colorado  80202,  303/893-1100. 

FREE  CATALOG 

Big,  Free  Fall  Catalog  describes  and 
pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

INDUSTRIAL  DEVELOPMENT 

Come  on  down  lo  Brunswick. 

Life  in  Brunswick  County  is  the  type 
that  city  folks  like  to  write  about.  Hard- 
working people,  wide  open  spaces,  roads 
leading  to  everywhere,  and  taxes  set  to 
serve  the  payer  instead  of  the  receiver. 
And  ample  recreational  opportunities. 

Our  eye  is  on  the  future— we're 
working  at  growing  at  the  right  pace 
and  in  the  right  direction— and  we  want 
others  to  enjoy  the  benefits  of  our  way 
of  life. 

Call  us.  We'll  tell  you  more  about 
what  we're  most  proud  of.  804/848-3107. 

County  of  Brunswick,  Box  13, 
Lawrenceville,  Va.  23868 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  of  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

uVP 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


280  ACRES  for  $4,950.00 

Large  sprawling  property  ideal  tor 
cattle  ranching,  investment,  and  i 
homesteading.  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America)  Tax 
benefits  for  cattle  ranching!  For 
details  and  terms  write :  M.  Lee  •T 

Dept  FB  286  Lawrence  Ave.  W. 
Toronto,  0m.  Canada  M5M  3A8 


EAST  TEXAS  RANCH 
RED  RIVER  VALLEY 

8473  acres  of  quality  bottom  and 
pasture  land.  4000  acres  of  prime 
soybean  and  cotton  farmland.  Cur- 
rently running  9800  yearlings.  45" 
rainfall  area.  Only  90  minutes  from 
Dallas.  Contact  Van  Schaack  Land 
Company,  650  17th  St.,  Suite  1112, 
Denver,  Colorado  80202,  303/893- 
1100. 

INVESTOR  FARMS 

Giant  sprinkler  irrigated  farms  in 
water-rich  Washington  State.  Pro- 
fessional management  and  constant 
climate  assures  excellent  crops. 
Farms  net  6-8%  first  year  plus  land 
appreciation.  Washington  land  val- 
ues rose  109%  in  1972-77.  Size 
range:  160  acres  ($176,500)  to  5,488 
acres  ($5,600,000).  Life  insurance 
company  mortgages  to  75%  of  val- 
ue available.  For  a  brochure  about 
this  safe  and  rewarding  investment, 
principals  may  write:  The  Polygon 
Corporation,  10205  N.E.  1st  Street, 
Bellevue,  Washington  98004. 

KIHEI,  MAUI,  HAWAII 
OCEAN  VIEW  PROPERTY 

110.2  acres  available  for  develoo- 
ment  on  Hawaii's  fastest  growing 
island.  All  development  must  con- 
form to  Maui  zoning  codes.  Write 
for  brochure.  $4,800,000. 
VELVA  BERGEVIN,  LTD.,  Realtors, 
2222  Kalakaua  Ave.,  #1215,  Hono- 
lulu, Hawaii  96815-Cable:  VBLTD. 

TRAVEL 

Sail  a  tall  ship 

.  to  small  Caribbean  islands. 

6  or  14  days  from  $290. 

Wnte  for  free  Adventure  Booklet. 
Box  120.  Dept.  017 
1  Vjk  Miami  Beach.  Fla.  33139. 


Dorafoof  Crater 


EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus  classes.  Write:  External  Regis- 
trar, Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Schools  and  Colleges." 

PERSONAL  SERVICES 


DIVORCE  ONE  DAY  $500 

Dominican  &  Haitian 
FREE  INFORMATION 

Call  or  Write 
Dr.  Hull  (803)785-7537 

Box  5028' 

Hilton  Head  Island,  S.  C.  29928 

"-lot  Recognized   Nt»  Jersey  b  Arkansas  , 


Diners  Club  invented  the  travel 
&  entertainment  card  25  years  ago, 

Now  we've  created  something 
that  may  change  the  business  worl 
just  as  much. 

DINERS  CLUB 
CORPORATE. 
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The  ultimate  executive  card 
lor  any  company. 


Diners  Club  Corporate  is  not 
simply  a  new  name  tacked  onto  a 
Diners  Club  card.  It  is  a  whole 
new  kind  of  service  for  business. 
Here  are  some  of  its  advantages: 

1.  Cash  flow. 

Diners  Club  Corporate  is  designed 
to  give  you  more  control  over  your 
money.  That  is  why  it  is  taken  by 
your  company,  not  by  your 
employees  individually. 

With  it,  your  executives  do  not 
need  cash  advances.  They  have  a 
company  card,  to  use  for 
expenses. 

The  result  is  that  the  money 
stays  in  your  company's  treasury 
until  the  bill  comes  in.  You  keep 
the  money  for  30,  60,  or  90  extra 
days.  To  work  for  your  company, 
as  it  should.  Even  for  smaller  com- 
panies, this  can  add  up  to  thou- 
sands of  dollars  a  month. 

2.  Expense-reporting 
system. 

Diners  Club  Corporate  eases 
paperwork  for  you  and  your 
employees.  That  saves  you  money 
and  saves  your  employees  time 
and  trouble. 

We  can  provide  you  with  a  com- 
plete breakdown  of  who  is  spend- 
ing what  and  where.  Through  our 
RECAP  program,  you  not  only  get 


a  month-by-month  readout  of  what 
each  executive  has  spent,  you  also 
get  a  breakdown  of  how  he  spent 
it:  how  much  for  food,  for  plane 
fare,  and  so  on.  You'll  be  told 
which  employees  have  exceeded 
whatever  limit  you  Ve  set.  All  with- 
out anyone  in  your  company  hav- 
ing to  make  a  single  calculation. 

3.  Choice  of 
billing  plans. 

One  plan  provides  individual  bills 
to  your  employees  with  RECAP 
going  to  management.  Or  you 
may  choose  one  of  our  centrally- 
billed  plans.  Whichever  best  suits 
your  needs. 

4.  Protection  against 
unauthorized  use. 

Your  company's  liability  is  limited 
in  the  event  cards  are  lost  or  sto- 
len. In  addition,  if  your  company 
qualifies,  you  also  have  the  benefit 
of  the  Diners  Club  "Waiver  of  Lia- 
bility" provision  which  protects 
your  company  against  unautho- 
rized use  of  the  cards  by  your 
employees. 

5.  Lower  cost. 

Executives  who  use  their  own 
cards  have  to  pay  the  individual 
rate:  $20  a  year.  Most  likely,  your 
firm  reimburses  each  executive  for 
this  $20.  The  moment  you  switch  to 


Diners  Club  Corporate,  this  cost 
reduced  by  as  much  as  62%  (wit 
cards  costing  as  little  as  $7.50). 

Other  benefits 

Diners  Club  Corporate  includ 
many  valuable  Diners  Club  ser- 
vices. Such  as  providing  emer- 
gency cash  and  check-cashing 
privileges  at  leading  hotels.  Anc 
of  course,  its  world-wide  covera 
Wherever  your  executives  trove, 
they  simply  don't  have  to  worry. 
Over  350,000  establishments 
around  the  world  honor  the 
Diners  Club  card. 

Questions?  Diners  Club  will  b 
happy  to  answer  them.  For  addi 
tional  information  and  a  sample 
RECAP  print-out,  call  collect  or 
write. 

DINERS  CLUB  CORPORATE 
1 0  Columbus  Circle 
New  York,  N.Y  10019 

Or  call  toll-free: 

800-223-5621 

(In  New  York  state  call  collect 
212-245-1500) 
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,  on  the 

UghtS. . .  Business  of  Life 


Opportunity  has  hair  in  front 
but  is  bald  behind. 
Phaedrus 


Every  violation  of  truth  is  not 
only  a  sort  of  suicide  in  the  liar, 
but  is  a  stab  at  the  health  of 
human  society. 
Ralph  Waldo  Emerson 


There  is  often  a  sin  of  omission 
as  well  as  of  commission. 
Marcus  Aurelius 


Power  in  the  hand  of  lack  of 
knowledge,  inexperience  and  ego 
is  a  sure  way  to  failure. 
Harry  F.  Banks 


What  can  a  man  do  to  move 
along  in  some  kind  of  grace 
through  his  days  and  years? 
William  Saroyan 


There  is  hardly  any  man  so 
strict  as  not  to  vary  a  little 
from  truth  when  he  is  to  make 


an  excuse. 
George  Savile 


Beware  of  people  with  good 
intentions. 

Theodore  Roosevelt 


Responsibility  is  the  possibility 
of  opportunity  culminating 
in  inevitable  fulfillment. 
Sri  Chinmoy 


Nothing  dies  faster  than 
a  new  idea  in  a  closed  mind. 
Arnold  Glasow 


Complaints  offer  opportunities 
to  make  friends  or  to  make  enemies. 
Many  concerns  relegate  all  complaints , 
serious  or  slight,  to  a  minor  employee, 
to  be  handled  in  a  perfunctory,  routine, 
impersonal  way.  Wiser  organizations 
attach  prime  importance  to  handling 
communications  criticizing  service, 
with  many  of  the  replies  signed  by 
important  executives .  It  is  human 
to  be  flattered  by  attention.  Isn't 
it  worthwhile  to  exert  every  effort 
to  turn  complainers  into  boosters? 
B.  C.  Forres 


It  is  not  moral  to  lie,  but  you 
don't  always  have  to  tell  the  truth. 
Ignas  Bernstein 


Painful  truths  should  be  delivered 
in  the  softest  terms,  and  expressed 
no  farther  than  is  necessary  to 
produce  their  due  effect. 
James  Gates  Percival 


I'm  sick  to  death  of  abstractions. 
Fred  Dooley 


You  do  not  get  a  man's  most 
effective  criticism  until  you 
provoke  him.  Severe  truth  is 
expressed  with  some  bitterness. 
Henry  David  Thoreau 


There  are  truths  which  are  not 
for  all  times  nor  for  all  men. 
Voltaire 


In  prosperity  it  is  very  easy 
to  find  a  friend;  in  adversity, 
nothing  is  so  difficult. 
Epictetus 


Temper,  if  ungoverned, 
governs  the  whole  man. 
Anthony  Shaftesrury 


A  wise  man  gets  more  out  of  his 
enemies  than  a  fool  gets 
out  of  his  friends. 
Baltasar  GraciAn 


There  is  only  one  thing  in  the 
world  worse  than  being  talked  about 
and  that  is  not  being  talked  about. 
Oscar  Wilde 


We  are  all  imbued  with 
the  love  of  praise. 
Cicero 


More  than  3,000  "Thoughts,  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.,  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Learning  from  one  s  enemies 
is  the  best  way  to  love  them, 
for  it  puts  one  into  a 
grateful  mood  toward  them. 
Friedrich  Nietzsche 


Every  knock  is  a  boost. 
Elrert  Hubbard 


A  Text .  .  . 


Sent  in  by  David  Early,  Grass  Valley.  Calif. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


The  Lord  knoweth  the  days  of  the 
upright:  and  their  inheritance  shall  be 
for  ever. 
Psalms  37:18 
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How  not  to 
go  broke  on  your  way 

to  making  it  big. 


Success  can  kill  you.  A  thriving  business  one 
day  and  out  of  business  the  next.  You've  heard  the 
stones  Undercapitalization,  the  failure  of  a  big  cus- 
tomer, a  fatal  blizzard  of  paperwork. 

Being  prepared  for  the  dangers  of  success  can 
be  as  important  as  being  protected  against  business 
failure 

Commerical  Credit  has  ways  to  help.  On  both 
counts.  Helping  your  business  grow  is  what  our 
business  is  all  about.  And  we  have  more  busi- 
ness services  to  offer  than  any  other  financial 
source. 

For  example,  we  can  show  you  how  to  get 
a  dependable  line  of  credit  A  line  of  credit  that 
won't  disappear  when  the  going  gets  rough. 

And  our  business  loan  experts  can  point  out 
the  hidden  costs  often  included  in  many  otherwise 
attractive  loans.  You  won't  have  to  put  up  with 
compensating  balances  and  add-on  expenses  like 
audit  and  non- refundable  commitment  fees. 

Our  bad  debt  insurance  specialists  can  keep 
your  business  going  even  if 
a  big  customer  fails,  owing 
you  big  money.  And  our  col- 
lection service  professionals 
can  show  you  how  to  keep  a 
flurry  of  past  due  bills  from 
snowing  you  under. 


We  find  ways  to  help. 

COMMERCIAL  CREDIT 

a  financial  service  of 
VSB/  CONTROL  DATA  CORPORATION 


When  it  comes  to  leasing,  our  experts  will 
explain  all  your  options,  not  just  one  or  two.  They 
may  even  advise  you  not  to  lease,  but  to  finance. 
Because  we  lease  and  finance. 

Our  leasing  and  financing  expertise  applies  to 
just  about  everything,  including  plant  and  capital 
equipment,  computers,  business  machines  and  con- 
struction equipment.  Even  aircraft.  And  you  can 
lease  or  finance  as  much  (or  as  little)  as  you  like 
on  one  line  of  credit.  Innovative  vehicle  leasing  pro- 
grams are  also  available. 

Keep  in  mind,  too,  when  you  call  us,  you'll 
also  have  a  direct  line  to  all  our  business  experts. 
People  who  can  show  you  how  to  get  more  cash 
flow  out  of  receivables  and  inventory.  Experts 
on  factonng,  real  estate  financing,  rediscounting  and 
much  more 

And,  through  our  association  with  Control  Data 
Corporation,  we  can  put  you  in  touch  with  experts 
in  computer  technology 

Call  us  toll  free  Find  out  more  about  Commercial 
Credit  business  services  in 
the  U  S.,  Canada  and 
Europe.  We  have  a  represen- 
tative standing  by  waiting  to 
talk  to  you.  If  you  prefer,  wnte: 
Dept.  IB53,  300  St.  Paul 
Place,  Baltimore,  Md.  21202. 


(800)638-1900 

In  Maryland  call  (301 )  332-3400 


Instead  of  a  hodgepodge 

and  cash  advano 


The  American  Expra  \ 


The  system  is  based  on  a  card.  The 
American  Express  Corporate  Card. 
The  business  partner  of  the  world's 
most  respected  travel  and  entertain- 
ment card.  But  it  is  more  than  a  card, 
it  is  a  system.  System  is  the  key  to  it  all . 

American  Express  has  a  system  for 
controlling  expense  reporting.  To  unify, 
standardize  and  to  simplify  it. 

And  also  to  create  two  significant 
additional  sources  of  capital. 

A  system  to  streamline 
expense  reporting. 

The  old  way  of  traveling  and  entertain- 
ing with  cash  advances,  charge  ac- 


counts and  special  credit  cards  means 
that  receipts,  bills  and  statements  are 
sure  to  follow.  All  at  different  times, 
and  all  with  different  payment  dead- 
lines. In  different  shapes  and  sizes. 

But  with  the  System,  with  one 
card  instead  of  many,  your  accounting 
department  will  be  getting  just  one  bill 
instead  of  lots  of  bills. 

One  organized  bill.  That  clearly 
states  who  spent  what,  when  and 
where.  All  this  saves  administrative 
time,  while  adding  information  for 
management  decisions.  A  copy  of  the 
receipt  for  most  transactions  is  also 
included.  To  facilitate  reconciliation. 


And  for  valuable  tax  proof.  An] 
since  almost  every  business  travel 
entertainment  expense  is  charge- 
able to  the  Card,  you  get  receipts  f< 
more  items. 

In  addition,  you  can  get  a  com 
plete  management  summary  sheet 
Called  MAC,  it's  a  Monthly  Accoi 
Control  report  that  tells  you  at  a  gl 
expense  activity  by  each  employe 

It  can  even  flag  spending  abov 
designated  amount  (starting  with  s 
$500  minimum). 

With  the  American  Express 
Corporate  Card  System  you  can  afl 
select  a  billing  format  to  fit  your 


cpense  reports,  credit  cards 
ou  need  a  system, 
(orporate  Card  System. 


npany's  organization  with  billing 
department,  division  or  budget  area. 

A  system  to  create 
additional  free  capital. 

re  are  two  ways  your  company 
recover  capital  previously  tied 
in  the  expense  account  pot. 
First,  you  can  eliminate  most  cash 
nances.  This  money  can  be  put  to 
re  profitable  work  within  your  com- 
ly  or  in  outside  investment. 
It  can  be  a  sizable  amount,  con- 
sring  the  number  of  employees  and 
:  fact  that  usually  more  cash  is  ad- 
iced  than  is  needed. 
Second,  the  Corporate  Card 
item  can  generate  a  substantial  posi- 
e  float.  Once  cash  funds  are  ad- 
iced,  they  are,  for  all  practical  pur- 
es,  already  spent. 
'  The  money  is  out  of  your  com- 
ny's  hands.  When  the  Card  is  used, 
j  money  leaves  the  company. 
|  Payment  isn't  made  until  the  bill 
lines,  allowing  your  company  the 
|r  of  the  money  longer. 
I  And  more  profitably.  And  addi- 
llnal  savings:  no  automatic  finance 
Iprges  are  tacked  on  unpaid  balances 
||:h  the  American  Express  System. 

A  system  to  reduce  risk 
for  your  company. 

if'eliminating  cash  advances,  you 
Uminate  the  risk  of  cash  loss. 

1  And  with  each  employee  carrying 
it  one  card  instead  of  many,  risk  is 
|lo  reduced  accordingly. 

I  If  an  American  Express  Corporate 
l|  rd  is  lost  or  stolen,  your  company's 
piximum  liability  is  only  $50. 

And  American  Express  reduces 
Ilk  even  further. 

I  Much  further  than  other  cards. 


For  qualified  companies,  liability  for 
an  employee's  misuse  of  the  Card  or 
misappropriation  of  expense  funds  is 
limited  to  just  $50  for  each  loss  plus 
10%  of  any  amount  over  $50.  (With- 
in specified  time  limitations.) 

A  system  to 
help  your  employees. 

The  Corporate  Card  System  makes 
expense  reporting  easier  for  your  em- 
ployees as  well  as  your  accounting  de- 
partment. In  a  number  of  ways. 

With  only  one  card,  they  don't 
have  to  carry  around  a  lot  of  cards. 

But  more  important,  their  own  ex- 
pense account  report  is  a  lot  easier  to 
fill  out  and  document. 

And  while  traveling  and  enter- 
taining, their  lives  will  be  made  easier. 
They  will  be  carrying  the  world's 
most  respected  travel  and  entertain- 
ment card. 

The  Card  gives  your  employees 
the  flexibility  to  change  travel  plans 
mid- trip  —  to  stay  longer,  or  travel  on 
to  another  destination.  Without  wait- 
ing for  additional  funds.  Or exceed- 
ing a  preset  spending  limit. 

This  could  prove  embarrassing  at 
worst,  and  inconvenient  and  ineffi- 
cient at  the  very  least. 

The  Corporate  Card  provides  the 
freedom  and  flexibility  to  handle  un- 
expected business  events. 

The  Card  also  provides  for  emer- 
gency funds.  With  the  Card,  personal 
checks  for  up  to  $50  can  be  cashed  at 
participating  hotels/motels  where 
the  Cardmember  is  registered. 

And  up  to  $450  in  American 
ExpressTravelers  Cheques  can  be  ob- 
tained with  the  Card  and  a  persona*! 


check  at  most  Travel  Service  offices 
of  American  Express  Company,  its 
subsidiaries,  affiliates  and  Represent- 
atives around  the  world. 

Another  advantage  is  that  you, 
not  American  Express,  designate  who 
should  carry  a  Card. 

You  are  assured  that  all  qualified 
employees  you  feel  need  and  deserve 
a  Card  will  have  one. 

A  system  can  be  tailored 
to  fit  your  company. 

More  than  300,000  companies  already 
have  the  System  working  for  them. 

If  you  would  like  to  know  how  the 
System  could  work  for  your  company, 
let's  get  together. 

Send  in  the  coupon  today.  We  will 
be  happy  to  show  you  facts,  figures 
and  projections  on  what  the  System 
could  do.  How  it  could  fit  in  with  the 
way  you  do  business.  And  more. 

It  won't  cost  your  company  any- 
thing to  find  out.  And  who  knows,  we 
could  solve  a  few  problems. 


F9/15 

Howard  Gray,  Director 

Corporate  Card  Marketing 

American  Express  Company 

P.O.  Box  3603,  New  York,  N.Y.  10008 

I'd  like  to  find  out  how  the  Corporate 
Card  System  can  benefit  my  company. 

Name 

Company 

Title' 

Address 

City 

State  Zip 


Phone 


No.  of  Travelers 
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AMERICAN  EXPRESS 

CORPORATE  CARD  SYSTEM 


On  Ocracoke  Island  the 
Coast  Guard  used  to  be  the 
telephone  company. 


Today,  telephone  service  to 
Ocracoke  Island  is  provided 
through  a  radio  relay  tower  by 
Carolina  Telephone,  a  member  of 
the  United  Telephone  System. 
But  before  Carolina  Telephone 
arrived,  the  Coast  Guard  was  the 
only  communications  link 
between  the  outside  world  and 
the  small  island  community 
about  20  miles  off  the  North 
Carolina  mainland. 

Providing  innovative  and 
specialized  service  to  meet  the 
communications  needs  of  all 
people  has  long  been  a  policy  of 
United  Telecom. 

We  operate  United 
Telephone,  America's  3rd  largest 
telephone  system.  Every  day  we 
help  millions  of  people  in  nearly 
3,000  communities  in  21  states 
talk  with  each  other. 

At  United  Telecom  our  job  is 
bringing  fast,  economical 
communications  to  people 
everywhere,  even  to  those  who 
live  on  islands. 


United  Telecom 

United  Telecommunications,  Inc. 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  Inc..  P.O.  Box  11315,  Plaza  Station,  Kansas  City.  Missouri  64112.  United  Telecom  companies:  United  Telephone 
System.  United  Computing  Systems,  North  Electric  Company.  New  York  Stock  Exchange  Symbol:  UT  Newspaper  listing  UniTel 
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DEAN  WITTER  &  CO. 


Investment  Banking  Off'ces 

New  York  /  San  Francisco  /  Chicago  /  Los  Angeles  /  Pans  /  London 


_  Coal  today. 
Gas  tomorrow. 


Ik 

■ 


lis  one  of  many  ways  were  working  to 
get  more  gas  for  the  21st  century. 


Coal  is  one  of  America's  most  plentiful 
resources.  It's  been  estimated  our  country  has 
enough  to  meet  our  needs  for  the  next  three 
hundred  years. 

And  now  it  is  possible  to  change  this 
abundant  coal  into  clean  gas  energy.  Not  the 
old-fashioned  coal  gas  of  years  ago,  but 
an  almost  exact  copy  of  natural  gas.  Extremely 
clean.  Extremely  efficient  because  it  has  the 
same  high  energy  content. 

Gas  is  the  cleanest,  most  efficient 
way  to  use  America's  coal. 

There  are  other  ways  coal  can  be  used, 
of  course.  It  can  be  burned  directly,  but  this 
causes  pollution  problems.  It  can  be  used  to 
make  electricity,  too— but  converting  it  to  gas  is 
less  costly  and  more  efficient.  Turning  coal  into 
gas  provides  at  least  25%  more  useful  energy, 


at  about  half  the  capital  investment. 

The  gas  industry  and  government  are 
working  together  on  many  coal  gasification 
research  projects.  Gas  made  from  coal  is  one 
way  we  can  help  meet  our  country's  future 
energy  needs. 

Getting  more  gas 
can't  wait  any  longer. 

The  gas  industry  has  a  long  list  of  other 
supply  projects— like  ocean  drilling,  Arctic 
drilling,  and  importing  liquefied  natural  gas. 

But  much  of  this  work  waits  on  the  tough 
energy  decisions  America  must  make— on 
pricing,  offshore  drilling  leases,  new  financing 
alternatives.  Meanwhile,  it  will  help  if  we  all 
conserve  gas  in  our  homes  and  businesses. 


Conserve  gas. 


A#L  A  American  Gas 


Association 


ADVERTISEMENT 


Can  You  Really  Achieve 

Total  Financial  Freedom 

In  Today's  Economy? 


More  Than  100,000  People 
Have  Discovered  Exactly  How 


A  MUTUAL  CONCERN 

We've  never  met  and  probably  never  will, 
but  I  think  we  share  a  common  interest.  That 
interest  is  in  achieving  complete  and  total 
financial  freedom  despite  what  economists 
say. 

Because  of  this  common  interest,  I  think 
we  can  be  of  great  help  to  each  other.  You  see, 
recently  my  net  worth  reached  the  magic 
million  dollar  mark,  and  it  only  took  me  48 
months  to  achieve  that. 

That  might  not  impress  you,  but  if  you  had 
seen  me  just  a  few  years  ago,  you  might  won- 
der how  I  did  it.  I  lived  in  Denver  then,  in  a 
cramped,  tumbled  down  house  at  2545  South 
High  Street.  My  wife  was  expecting  our  sec- 
ond child  and  we  were  so  broke  we  had  to 
borrow  $150.00  from  a  relative  just  to  buy 
food  and  pay  the  rent. 

By  the  way,  I  know  I  didn't  make  a  million 
dollars  because  of  my  superior  intellect  -  I 
barely  got  through  Ames  High  School  (Ames 
Iowa)  with  a  C  average.  I  did  a  little  better 
later  on  but  I  soon  realized  that  a  salaried  job 
was  not  the  way  to  become  financially  free.  If 
you'll  stop  and  think,  you'll  realize  that  mil- 
lionaires do  not  work  10,  20,  or  50  times 
harder  or  longer  than  you. 

FINANCIAL  FREEDOM 

Now,  how  can  we  help  each  other?  I  am 
willing  to  share  everything  I  have  learned 
and  know  that  would  help  and  guide  you  to 
achieve  your  own  financial  freedom  and  in- 
dependence. It  seems  that  most  people  who 
are  charging  for  financial  advice  have 
studied  how  to  "do  it"  but  have  never  ac- 
tually "done  it"  themselves. 

You  will  find  as  you  read  my  formulas,  that 
since  I  have  actually  achieved  total  financial 
freedom  myself,  that  you  will  receive  from  me 
more  than  just  the  motivation  to  achieve  your 
own  financial  independence,  but  a  workable 
step  by  step  plan  to  actually  do  it. 

STEP-BY-STEP 

Contained  in  the  work  entitled  How  To 
Wake  Up  The  Financial  Genius  Inside  You 

are  the  various  formulas  which  will  show 
you  exactly  how  you  can  do  each  of  the  fol- 
lowing: 

■  buy  income  properties  for  as  little  as  $  100 
down. 

■  begin  without  any  cash. 

■  put  $10,000  cash  and  more  in  your  pocket 
each  time  you  buy  (without  selling  pro- 
perty) 

■  compound  your  assets  at  100%.  yearly. 

■  legally  avoid  paying  federal  or  state  in- 
come taxes. 

■  buy  bargains  at  one-half  the  market 
value. 

MORE  LEISURE 

If  you  apply  these  formulas  and  methods, 
you  will  find  in  a  very  short  time,  you  will  be 


able  to  spend  three  weeks  out  of  every  month 
doing  anything  you  care  to  do,  and  I  think,  at 
that  time,  you  will  find  as  I  have,  that  spend- 
ing several  weeks  on  the  beaches  of  Hawaii, 
or  on  the  ski  slopes  of  Colorado,  or  just  sight- 
seeing in  Europe,  or  any  other  place  in  the 
world,  you  begin  to  understand  what  real 
freedom  is  all  about. 

Most  people  think  that  it  would  be  im- 
possible to  do  some  of  the  things  listed  above. 
For  example,  to  buy  a  property,  and  at  the 
same  time  put  $10,000  (or  more)  cash  in  your 
pocket  without  selling  the  property,  or  to  buy 
a  property  with  little  or  no  cash  down. 

Believe  me,  it  is  possible  and  fairly  simple. 
This  is  exactly  how  most  wealthy  people  ac- 
tually do  make  10, 20,  or  50  times  more  money 
than  you  do. 

ASSET  FORMULA 

These  formulas  of  mine  do  not  have  to  be 
used  with  income  properties  only.  They  ac- 
tually can  be  applied  to  virtually  any  asset. 

While  I  was  struggling  on  making  my  first 
million,  I  often  thought  how  nice  it  would  be 
to  have  the  personal  advice  and  counsel  from 
someone  like  Howard  Hughes  or  J.  Paul 
Getty. 

What  would  I  have  been  willing  to  pay  for 
this  service?  I  can  tell  you  one  thing  for  sure, 
it  would  have  been  a  lot  more  than  the  $  10.00 
that  I'm  going  to  ask  you  to  invest  in  your 
financial  future. 

FOR  YOUR  FUTURE 

What  will  this  $10.00  actually  do  for  you? 
It  will  give  you  a  complete  step-by-step  plan 
that  you  can  follow  to  become  totally  and 
completely  financially  independent. 

Please  try  to  understand  my  dilemma.  I'm 
not  a  New  York  advertising  agency,  with  all 
their  professional  skill  and  manpower  to 
write  a  powerful  and  persuasive  ad  to  con- 
vince you  that  I  can  make  you  financially 
independent.  I  am  just  somebody  who  has 
actually  'done  it',  and  can  really  show  you 
how  to  'do  it'. 

What  would  you  do,  if  you  were  in  my 
shoes.  You  have  in  excess  of  $1,000,000  net 
worth,  you  have  a  desire  to  share  your  for- 
mula with  others,  because  you  not  only  have 
a  simple,  honest  and  workable  method 
whereby  others  too  can  enjoy  the  riches  of 
this  land,  but  you  also  want  to  benefit  and 
make  money  from  sharing  this  information, 
so  you  can  continue  to  grow  financially. 

I  think  you  might  do  what  I'm  doing  — 
that  is  to  write  a  simple  open  letter  to  the 
type  of  people  who  share  similar  goals  as 
mine  asking  them  to  try  the  formulas  for 
themselves,  to  see  if  they  work  as  well  as  the 
claims  described.  Because,  I  know,  as  you 
would  know  if  you  were  in  my  shoes  that  if  I 
can  just  convince  you  to  test  my  formulas 
you  will  see  for  yourself  that  they  will  work  as 
easily  for  you  as  they  do  for  me. 


Millionaire  Mark  Haroldsen 

asks:  "//  hours,  efforts  or  brains 
are  not  what  separate  the  rich 
from  the  average  guy . . .  what  is?" 
Haroldsen  spent  4  years  perfect- 
ing an  answer  and  a  "wealth 
formula"  anyone  can  follow-  

Ifs  really  quite  frustrating  to  have  some- 
thing so  valuable  as  I  know  I  have,  but  lack 
the  skill  to  convince  people  to  try  it  for  them- 
selves. I  hope  by  my  simple,  direct  approach,  I 
can  convince  you  to  try  my  formulas. 

INDECISION  —  THE  COSTLY 
DECISION 

It  seems  the  majority  of  the  people  in  our 
rich  country  lose,  not  because  they  lack  in- 
telligence, or  even  willpower,  but  because  of 
procrastination,  or  lack  of  action  —  please 
don't  be  like  the  masses.  Make  a  decision 
while  you  have  this  paper  in  your  hands. 
Make  a  decision  now  to  either  act  now  and 
send  for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to  sub- 
scribe, do  it  now,  not  later.  Otherwise,  you 
may  lose,  just  by  default. 

TO  ORDER,  simply  take  any  size  paper, 
write  the  words  "Financial  Freedom,"  your 
name  and  address,  and  send  it  along  with  a 
check  for  $10.00  to  Mark  O.  Haroldsen,  Inc., 
Dept.  E-870,  Tudor  Mansion  Bldg.,  4751  Hol- 
laday  Blvd.,  Salt  Lake  City,  Utah  84117. 

If  you  send  for  my  materials  now,  I  will 
also  send  you  documents  that  will  show  you 
precisely  how  you  can  easily  borrow  from 
$20,000  to  $200,000  at  2%  above  the  prime 
rate  using  just  your  signature  as  collateral. 

IT'S  GUARANTEED 

If  you  are  still  somewhat  skeptical,  and 
believe  me,  when  I  started  out  I  certainly 
was  (because  of  the  many  people  in  the  world 
trying  to  deceive  others),  I  would  encourage 
you  to  postdate  your  check  by  30  days,  and  I 
promise  and  guarantee  that  it  will  not  be 
deposited  for  at  least  those  30  days,  and  if  for 
any  reason  you  do  not  think  that  what !  have 
sent  you  lives  up,  in  every  aspect  to  what  I 
told  you  in  this  letter,  send  the  material 
beck,  and  I  will  quickly,  without  question, 
refund  your  money  and  send  back  your  own 
uncashed  check  or  money  order. 


AIG. 

Our  business 
is  developing  new  ways 
to  keep  your  business 

out  of  trouble. 


American  International  Group. 


Director's  &  Officer's  Insurance. 
Kidnap  &  Ransom  Insurance.  Pension 
Trust.  SEC  Liability  Insurance.  Special 
Events  Coverage.  Product  Liability  Insur- 
ance. Multinational  Insurance.  AIG  Risk 
Management.  That's  just  the  beginning. 
And  the  end  isn't  yet  in  sight.  Our  job  is  not 
only  to  come  up  with  insurance  methods  to 
solve  your  traditional  business  problems,  but 
to  anticipate  the  problems  you're  going  to 
have  and  to  create  ways  to  handle  those 
just  as  effectively. 

What  is  AIG? 

American  International  Group  (AIG) 
is  made  up  of  over  70  separate  insurance 
organizations.  All  of  whom  deal  directly 
with  insurance  agents  or  brokers.  They  may 
be  as  specialized  as  AIG  Oil  Rig  Inc.  or  as 
all-encompassing  as  American  Home 
Assurance  Company.  Many  operate  in  the 
U.S.  like  National  Union  or  Commerce  and 
Industry.  Others,  like  AIU  insure  risks  every- 
where but  the  U.S.  Together  they 
offer  just  about  every  kind  of 
insurance,  for  every  kind  of  bus- 
iness, everywhere  in  the  world. 

Where  is  AIG  going? 

AIG  is  one  of  the  world's 
major  insurance  groups. 
Employing  14,000  people 
in  more  than  130  coun- 
tries and  jurisdictions 
around  the  world.  And 
generally  offering  the_ 
highest  capacities 
and  providing 
insurance  in 
categories 
many 
insurance 

Domestic  General 
Insurance  Gross 
Premiums. 

(Millions  of  Dollars) 


1976 


1975 


1974 


1973 


1972 


930 


775 


620 


465 


310 


155 


companies  are  unable  to  venture  into. 

In  the  United  States  alone,  AIG  com- 
panies wrote  more  than  $1,200,000,000  in 
gross  premiums  in  1976.  In  addition,  AIG  is 
the  largest  U.S.  insurance  group  doing 
business  overseas.  Selling  insurance  not 
only  at  the  local  level, 
but  creating  new 
and  innovative 
policies  for 
multinational  J 
companies.  We 
started  to  bring 
U.S.  insurance 
methods  to  the 
rest  of  the  world 
over  58  years  ago. 
So  today,  when  more 
and  more  companies 
are  doing  more  and 
more  business  in 

more  and  more  countries,  we  can  offer 
through  member  companies  like  AIU,  the 
expertise,  as  well  as  the  financial  capabilities, 
to  provide  adequate  and  effective  insurance. 

Where  to  find  out  more  about  us 

If  you're  interested  in  a  specific  type  of 
insurance,  or  AIG  in  general,  fill  in  the 
coupon  and  we'll  be  pleased  to  send  you  fur- 
ther information.  We  believe  that  the  more 
you  know  about  AIG,  the  better  it  is  for  you 
and  your  business. 

We  welcome  inquiries  from  any  li- 
censed agent  or  broker  You  don't  have  to  be 
a  regular  producer  to  place  business  with 
most  AIG  companies. 
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AIG 


American  International  Group 

Dept.  240-709-96,  102  Maiden  Lane,  New  York,  N.Y.  10005 
Please  send  me  more  information  about  the  following  policy: 


Ns 


Title 


Phone 


Company 


Address 


City 


State 


Zip 


American  International  Life  Assurance  Company  of  New  York 


AIG  Risk  Management,  Inc.  •  American  Home  Assurance  Company  • 
American  International  Underwriters   •    Commerce  and  Industry  Insurance  Company  •  National  Union  Fire  Insurance  Company  of 
Pittsbunsh,  Pa.  •  New  Hampshire  Insurance  Group  •  North  American  Managers,  Inc.  ^f)  ^nZ^Gtcw 
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Why  We're  So  Fat 

This  unusually  hefty  issue  marks 
Forbes  magazine's  60th  birthday, 
and  reminds  those  who  don't  already 
know  that  we  are  the  oldest  of  the 
major  business  magazines  by  a  con- 
siderable margin  (Business  Week  be- 
gan in  1929,  Fortune  in  1930),  and 
the  only  one  owned  by  an  indepen- 
dent company  (Business  Week  is  part 
of  McGraw-Hill,  Fortune  a  publica- 
tion of  Time  Inc.). 

Think  back  to  September  1917 
when  the  late  B.C.  Forbes  published 
our  first  issue.  A  long  time  ago  by  the 
calendar  and  longer  still  in  terms  of 
change:  In  this  issue  the  editors  have 
used  the  magazine's  intimate  knowl- 
edge of  U.S.  business  to  probe  the 
meaning,  in  words  and  pictures,  of 
the  tremendous  changes  of  these  past 
six  decades. 

The  main  editorial  section  opens 
with  a  breezy  summary  of  the  period, 
written  by  the  well-known  New 
Yorker  writer  John  Brooks,  ably  as- 
sisted by  Forbes  Reporter-Research- 
er Hope  Tompkins.  From  there  we 
move  to  a  picture  history  of  the  peri- 
od, designed  by  Peter  Palazzo  and 
supervised  by  Senior  Editor  Jefferson 
Grigsby.  Our  own  particular  favorites 
among  the  picture  essays  are  those 
called  "Great  Businessmen  and 
"They  Blew  It" — short,  snappy  biog- 
raphies of  many  of  the  great  business 
successes  and  failures  Forbes  has 
written  about  all  these  years.  The 
editors  spent  long  hours  debating  se- 
lections for  this  section.  Regretfully, 
we  had  to  eliminate  many  significant, 
colorful  characters.  Among  them; 
Robert  R.  Young  and  the  Van  Swerin- 
gen  brothers  (we  didn't  want  too 
many  railroadmen);  Texaco s  great 
builder,  Torkild  (Captain)  Rieber  (the 
company,  which  was  uncomfortable 
about  Rieber's  Nazi  sympathies,  re- 
fused to  give  us  a  picture);  Allied 
Chemical's  great  disaster  of  a  chief 
executive,  Orlando  Weber  (no  pic- 
ture). Monsanto  s  Edgar  M.  Queeny 
was  a  close  call  for  our  list  of  greats. 
So  was  Bethlehem  Steel  s  Eugene 
Grace.  Grace  was  an  interesting 
elimination;  He  did  great  things  with 
Bethlehem,  but  in  the  end,  he  stayed 


on  too  long  and  undid  a  good  deal  of 
his  work.  So  we  just  couldn't  decide 
whether  to  count  him  a  great  success 
or  a  great  failure. 

Once  we  had  chosen  our  lists,  Se- 
nior Editor  Robert  J.  Flaherty,  a 
shrewd  observer  of  the  American  ty- 
coon, gathered  the  material  and 
boiled  it  down  to  its  essence.  He  was 
greatly  aided  by  Reporter-Researcher 
Flora  Ling,  who  dug  up  many  an 
obscure  but  critical  fact.  (It's  a  strange 
thing:  Our  great  businessmen  are  not 
terribly  well  chronicled.) 

In  yet  another  retrospective  analy- 
sis, Statistical  Editor  Robert  Steren- 
son and  his  staff  drew  upon  Forbes' 
wealth  of  corporate  data  to  list  the  100 
top  U.S.  companies  of  1917,  1929, 
1946  and  1977.  Perusing  the  older 
lists,  sensing  the  vanished  glory  of 
onetime  giants  like  Central  Leather, 
American  Woolen,  United  Verde  Ex- 
tension Mining,  one  can't  help  but  be 
reminded  of  Percy  Bysshe  Shelley's 
lines  from  Ozymandias:  "Look  on  my 
works,  ye  Mighty,  and  despair! 

Complementing  these  three  stud- 
ies of  events  and  personalities,  Asso- 
ciate Editor  David  Warsh,  recent 
winner  of  the  coveted  Loeb  Award, 
has  written  a  mind-stretching  essay 
criticizing  contemporary  economics 
and  offering  an  alternative  way  of 
looking  at  the  economic  world. 

These  are  only  the  bigger  items  in 
this  big  magazine.  There  is  an  amus- 
ing summary  of  60  years  of  letters  to 
Forbes  editors.  In  Fact  and  Com- 
ment, Editor-in-Chief  Malcolm  S. 
Forbes  recalls  other  Forbes  anniver- 
saries and  the  men — some  well  re- 
membered, some  well  forgotten — we 
honored  then.  Another  article  tells 
something  of  the  magazine's  own  his- 
tory and  the  family  that  has  formed  it. 

And  finally  the  cover  itself,  de- 
signed by  Peter  Palazzo,  offers  some 
of  the  best  reading  in  the  issue.  Yes, 
reading.  An  unusual  triple  foldout,  it 
reproduces  61  Forbes  covers — from 
1917  through  1977 — an  intriguing 
panorama. 

May  you  enjoy  reading  our  60th 
Anniversary  Issue  as  much  as  we  en- 
joyed putting  it  together!  ■ 
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THINKING  OF  BUYING  A  COMPUTER?  REMEMBER: 


NOBODY'S 
HUNGRIER 

THAN 

WANG. 


We  do  things  the  big  com- 
puter companies  won't. 

We  also  do  things  the  small 
computer  companies  can't. 

That's  our  style.  Aggressive 
to  be  sure,  but  intensely 
personal. 

Wang  won't  sell  you  a 
system  made  to  answer  ques  - 
tions you  don't  need  answered. 
No  company  can  afford  what  it 
can't  use. 

What  we  will  do  is  design 
a  small  computer  system  to  fit 
your  needs,  precisely. 

One  that's  ingeniously 
simple  to  operate.  One  that's 
efficient  and  economical. 


Hungry  to  know  more?  Mail 
this  coupon  to  Wang  Labora- 
tories, Inc.,  One  Industrial  Ave., 
Lowell,  MA  01851.  Or  call 
(617)851-4111. 


W  I'm  hungry.  Send  me  information  on 
f\  Wang's  small  computers. 

Name  

Title  


Com  pany  : 

Address  

City  !  

Zip  Phone- 


State.. 


DP60/F97 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 
General  Electric  Credit  Corporation 

$150,000,000  7 '%%  Notes  Due  1988 
$50,000,000  8>/4%  Subordinated  Debentures  Due  1997 


Interest  will  be  payable  February  1  and  August  1 


Prices 

Notes  99%%  and  Accrued  Interest 
Subordinated  Debentures  99*/4%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

GOLDMAN,  SACHS  &  CO.  THE  FIRST  BOSTON  CORPORATION 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.  DREXEL  BURNHAM  LAMBERT 

Incorporated 

HORNBLOWER,  WEEKS,  NOYES  &  TRASK  E.  F.  HUTTON  &  COMPANY  INC. 

Incorporated 

KIDDER,  PEABOD  Y  &  CO.  KUHN  LOEB  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated  Incorporated 

LEHMAN  BROTHERS      LOEB  RHOADES  &  CO.  INC.      PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIBAS  BECKER   WERTHEIM  &  CO.,  INC.   WHITE,  WELD  &  CO.   DEAN  WITTER  &  CO. 

Incorporated  Incorporated  Incorporated 

August  i,  1977. 


FhenP-L7  with  automatic  ■ 
tacumBit  Feeder: 


anon's  proof  that  actions  speah 
louder  than  ujords. 


One  copy 
from  one 
original 


One  copy 
from  ten 
originals 


One  copy 
from  thirty 
originals 


Ten  sets  of 
ten  page 
report* 


Canon  HP-17 


14.0  sec. 


32.0  sec. 


72.0  sec. 


284.0  sec. 


with  ADF 


Savin  780 


7.5  sec. 


34.0  sec. 


94.0  sec. 


465.0  sec. 


Xerox  3100 


12.0  sec. 


102.0  sec. 


302.0  sec. 


528.0  sec. 


Xerox  3600 1 

with  10  Bin  Sorter 


11.5  sec. 


115.0  sec. 


345.0  sec. 


288.0  sec. 


aductivity  results  based  upon  optimum  operator  and  machine  efficiency 
ompletely  finished  sets,  collated,  jogged  and  stapled. 


Xerox  is  a  registered  trademark  of  Xerox  Corporation. 

Savin  is  a  registered  trademark  of  Savin  Business  Machines  Corporation. 


If  you've  read  copier  ads  recently, 
u've  seen  a  lot  of  expressions,  like 
ivin's  "real  speed"  or  Xerox's  "effective 
Dductivity." 

Canon  believes  you'd  rather  know 
)re  about  results  than  just  reading 
ipty  advertising  phrases. 
And  when  you  look  closely  at  the 
suits,  you'll  see  that  the  Canon  NP-L7 
th  Automatic  Document  Feeder  is  the 
st,  most  efficient  we've  tested  for  the 
jney 

The  chart  proves  why.  In  the  catego- 
s  indicated,  whenever  one  copy  from 
jre  than  one  original  is  needed, 
tnon's  NP-L7  with  ADF  is  faster  than 
ivin's 780,  Xerox's  3100  and  3600-I. 


doesn't  tell  you  the  full  story  of  the  NP-L7 
with  ADF's  superiority.  For  example,  not 
only  does  it  copy  letter  and  legal  sizes, 
but  11 "  x  17"  ledger  size  originals.  Which 
most  others  can't.  And  it  copies  and  col- 
lates up  to  40  originals,  automatically. 
Which  most  others  can't. 

And  just  as  impressive  as  what  it 
copies,  is  how  clean,  crisp  and  perfect  its 
copies  are.  Everything's  reproduced 
down  to  the  finest  detail.  Because  the 
NP-L7's  image  technology  is  50  times 
more  photosensitive  than  those  in  other 
copiers. 

The  Canon  NP-L7  with  Automatic 
Document  Feeder. 

The  others  just  give  you  advertising 


n  Canon,  I'm  tired  of  all  those  advertising 
expressions.  .  .  Have  your  authorized  repre- 
sentative show  me  the  results. 
□  Please  send  more  information  on  the 
NP-L7/ADF. 

Name  

Title  

Company  _. 

Address   . — 


City. 
Telephone 


State 


Zip. 


Canon 

PLAIN  PAPER  COPER 

rjrai7w.™AnF 


F-9 

Copier  Division 

Canon  USA,  Inc., 
10  Nevada  Drive, 
Lake  Success. 


How  Wall  Street 
gets  the  word. 


Words  have  always  traveled  fast  on  Wall 
Ipeet.  It  was  that  way  100  years  ago  when 
[the  street"  called  on  Western  Union  to  help 
Deed  market  news  to  cities  across  the  country. 

And  it's  true  today. 

An  exciting  example  is  the  high-speed 
mmunication  network  recently  installed 
/  Western  Union  at  E.  F.  Hutton,  now  the 
cond  largest  publicly  held  brokerage  house. 

When  Hutton  set  out  to  find  a  faster,  more 
Ivanced  telecommunication  system  to  handle 
5  present  and  future  needs,  the  answer  came 
rough  a  unique  combination  of  Western 
nion  resources. 

Western  Union  terminals. 

Western  Union  Data  Services,  one  of  our 
rowing  family  of  high-technology  companies, 
irned  standard  video  terminals  into  custom- 
3signed  brokerage  terminals.  The  terminals 
:e  linked  through  the  nationwide  trans- 
lission  facilities  of  The  Western  Union 
elegraph  Company. 

Called  COMPASS,  the  E.  F.  Hutton  system 
liables  hundreds  of  terminals  to  communicate 
listantly,  via  Hutton's  central  computer,  with 
jny  other  Hutton  office.  And  with  all  major 
X)ck,  option  and  commodity  exchanges. 

A  transaction  a  second. 

Result:  better,  faster  customer  service  at 
[utton's  181  offices.  Transmission  time  for  a 


For  more  than  100  years  Western  Union  has  provided 
communication  services  to  Wall  Street. 

buy  or  sell  order  is  now  less  than  a  second.  And 
on  Wall  Street  a  fraction  of  a  second  can  be  as 
valuable  as  a  fraction  of  a  point. 

Buy  and  sell  orders  aren't  the  only  things 
that  move  fast.  COMPASS  handles  market 
news,  quotations,  execution  reports,  interoffice 
messages,  even  computer-originated  data. 


Leading  the  way. 


The  Hutton  system  is  one  more  example 
of  how  Western  Union  is  a  leader  in  the 
communication  of  messages  and  data.  From 
Wall  Street  to  Main  Street. 

For  our  latest  annual  report,  please  write: 
Boyd  Humphrey,  Western  Union  Corporation, 
One  Lake  Street,  Upper 
Saddle  River,  N.J.  07458. 


Western  Union. 
The  fastest  way  to  get  the  word  around, 


)  WESTERN  UNION  CORPORATION  1977 


Nine  problems  facing  today's  businesses. 
Nine  solutions  from  today's  bank. 


"We're  looking  for  higher  yields  on 
our  short-term  money." 

Solution:  Our  MONEY  MARKET  CEN- 
TER (The  First's  experienced  Money 
Market  traders  provide  a  full  range  of 
instruments  for  corporations,  institu- 
tions, individuals.) 

"We've  got  to  do  something  to 
SDeed  up  our  cash  flow." 

Solution:  CASH  POSITION  CONTROL 
(from  18  sophisticated  services,  our 
experts  tai  lor  a  cash  management  pro- 
gram to  maximize  your  cash  flow  and 
availability.) 

"We  really  need  a  new  press  but  we 
hate  to  tie  up  all  that  working 
capital." 

Solution:  Our  EQUIPMENT  FINANCING 
PROGRAM  (whether  it's  through  leas- 
ing, lease  purchase,  or  chattel  mort- 
gage—we do  it  all.) 

"With  the  business  growing  so, 
we've  got  more  and  more  cash  tied 
up  in  receivables." 

Solution:  Our  ACCOUNTS  RECEIV- 
ABLE FINANCING  (We'll  advance  you 
funds  against  your  receivables  to 
make  needed  cash  available.) 

"We've  got  freight  payment  head- 
aches up  to  here- accounting,  past 
dues,  a  lack  of  complete  manage- 
ment information." 

Solution:  Our  FREIGHT  PAYMENT 
PLAN  (We'll  handle  the  works  for  just 
$6  a  month.) 

"Now  that  we've  got  87  men  on  the 
road,  we're  looking  for  ways  to  cut 
expense  account  reimbursement 

costs." 

Solution:  Our  CORPORATE  BAN- 
CARDCHEKS  (the  expense 


"We're  pretty  sure  there  are  good 
markets  for  us  overseas,  but  all 
those  risks..." 

Solution:  Our  EXPORT  FACTORING 
(We  assume  100%  of  all  credit  and 
pol  itical  risks,  as  wel  I  as  complete 
collection  responsibility.) 

"Sure,  we'd  like  to  save  25%  with 
another  kind  of  stock-transfer  sys- 
tem. But  how?" 

Solution:  Our  STOCK  TRANSFER 
SERVICES  (the  most  complete  on-line 
system  and  service  package  available 
. . .  and  cost  effective,  too.) 

"There  must  be  a  better  way  of 
handling  my  fund's  portfolio  securi- 
ties and  shareholder  accounts." 

Solution:  Our  INVESTMENT  COMPANY 
SERVICES  (We're  one  of  the  largest 
and  most  innovative  in  the  business... 
and  our  fees  are  more  than  competitive.) 

CALL  (617)  434-3057  and  ask  for 
Peter  Brewster. 
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The  First  people  to  talk  to       The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


by 

NOIL 

The  first  great  perfume  born  in  America. 


Losses  i 


Companies  that  rely  on  rail- 
roads, truckers  and  airlines  to 
cover  any  risk  to  their  shipments 
may  find  that,  in  the  case  of  a  loss, 
questions  of  liability  may  pre- 
vent them  from  obtaining  a  full, 
or  even  partial,  recovery  from 
the  carrier. 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  value  of  goods  and  materials  has  climbed 
to  levels  where  a  companys  shipments  in  transit  at 
any  one  time  can  represent  a  substantial  portion  of 
the  companys  assets.  Yet  it  is  estimated  that  for  half 
of  all  shipments,  companies  rely  upon  the  carrier 
of  those  goods  to  bear  the  risk  of  loss,  theft  and 
damage. 

Rail  and  truck  bills  of  lading— which  serve  as 
the  contract  between  the  shipper  and  the  carrier- 
state  the  carriers  legal  liability  for  loss  or  damage 
to  goods  in  their  custody.  Most  of  them  are  for 
"full  value,"  meaning  that  the  carrier  is  responsible 
in  the  event  of  loss  for  the  true  value  of  the  goods. 
However,  through  "released  value '  bills  of  lading, 
carriers  can  sharply  limit  their  potential  liability 
under  certain  conditions. 

In  the  case  of  domestic  air  carriers  or  forwarders, 
the  Civil  Aeronautics  Board  recently  ruled  that 
they  must  raise  their  minimum  liability  from  50 
cents  to  $9.07  a  pound.  Some  goods  are  worth  more 
than  $9.07  a  pound,  of  course,  and  air  shippers  may 


then  have  the  option  of  paying  a  higher  tariff  an< 
obtaining  full-value  coverage. 

Many  shippers  who  are  paying  a  tariff  that  seem 
ingly  assures  them  of  full-value  coverage  then  con 
sider  their  risk  taken  care  of. 

A  complete  transfer  of  risk  to  carriers,  how] 
ever,  is  simply  not  possible. 

Limits  to  carrier  responsibility 

First,  the  carrier  is  seldom  responsible  for  "actf 
of  Godr  It  may  not  be  liable,  for  example,  if  i 
tornado,  windstorm  or  flood  causes  damage  to  mer 
chandise  in  its  custody.  Nor  may  the  carrier  be  liablq 
for  damage  caused  by  riots  and  strikes. 

Second,  when  damage  is  not  discovered  until 
the  package  is  opened  at  its  destination,  recover)! 
from  the  carrier  mav  be  difficult.  A  carrier  with  a 


Egned  receipt  may  use  it  as  a  defense  against  con- 
pled  damage  claims. 

Third,  when  goods  travel  by  two  or  more  car- 
ters, each  may  argue  that  the  damage  was  the  fault 
|:  the  other.  In  such  cases,  the  shipper  must  realize 
liat  claims  can  take  months  to  settle. 

The  effect  of  payment  delays  on  cash  flow  is 
ovious,  for  the  shipment  probably  will  have  to  be 
jplicated  immediately  to  satisfy  the  waiting 
pstomer. 

Finally,  the  carrier  could  suffer  financial  dif- 
jculties  that  lead  to  insolvency.  Unlikely  perhaps, 
iut  the  bankruptcies  of  major  railroads  and  truck- 
lg  lines  are  indelible  reminders  that  it  can  happen. 
i  that  case,  the  shipper  seeking  recovery  for  damage 
)goods  lines  up  with  the  bankrupt  company's  other 
reditors. 


Options  for  the  shipper 

Risk  managers,  after  studying  exposures,  loss 
patterns  and  the  costs  of  transferring  risk,  may  de- 
cide that  it  is  preferable  for  the  company  to  retain 
the  risk  of  losses  not  covered  by  the  carrier.  On  the 
other  hand,  they  may  decide  it  is  more  economical 
in  the  long  run  to  turn  to  an  outside  insurer,  for 
either  full  or  partial  coverage.  The  shipper  can 
choose  between  a  comprehensive  policy  that  covers 
all  goods  in  transit  or  single-trip  insurance  for  high- 
value  shipments. 

In  either  case,  the  insurer  will  promptly  reim- 
burse the  shipper  for  losses  in  transit  and  then  seek 
recoveries  due  from  the  carrier.  Such  recoveries, 
credited  to  the  company's  loss  record,  help  minimize 
insurance  premiums. 

For  a  fuller  discussion  of  transportation  insur- 
ance, including  international  shipments,  INA  has 
prepared  a  brochure  entitled,  "Losses  in  Transit: 
Some  Professional  Considerations!'  Copies  may  be 
requested  by  writing  to  INA  Corporation,  1600 
Arch  Street,  Philadelphia,  Pa.  19101. 

*       *  * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world,  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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Sign  Of  The  Times 

Peeling  paint  and  this  hand-lettered  sign  mark  what  was  once  the  office  of 
a  $50,000-a-year  Federal  Power  Commissioner.  It  tells  the  story  of  what 
President  Carter's  big  energy  reorganization  is  doing  to  one  Washington 
bureaucracy.  The  five-man  FPC,  once  top  regulator  for  natural  gas  and 
electric  companies,  hasn't  been  fully  manned  for  two  years,  and  is  now 
being  folded  into  Secretary  James  Sehlesinger's  new  Energy  Department. 


Saving  The  World 

American  exporters  face  a  new  threat. 
Two  U.S.  environmental  groups,  the  Na- 
tional Resources  Defense  Council  and 
the  National  Audubon  Society,  have 
sued  to  force  the  Export-Import  Bank, 
which  finances  15%  of  American  exports, 
to  file  environmental-impact  statements 
for  materials  sold  abroad.  The  federal 
government  now  must  file  such  state- 
ments when  someone  drills  for  oil,  say, 
off  the  Atlantic  Coast.  The  suit  would 
require  the  same  action  for  drilling  any- 
where in  the  world,  if  the  Export-Import 
Bank  is  involved  in  the  financing.  More 
than  half  of  Ex-Im's  loans  involve  power- 
generating  gear  (including  all  nuclear 
power  components),  railroad,  dredging 
and  construction  equipment,  plus  plant 
and  engineering  for  a  whole  array  of 
manufacturing  operations.  The  bank,  an 
Ex-Im  spokesman  said,  might  even  have 
to  "shut  down"  if  the  environmental  cru- 
saders win  their  case. 

The  Tenant-Landlord  War 

Rent  control  is  becoming  a  hot  politi- 
cal issue  in  more  and  more  cities  across 
the  U.S.  With  rising  utility  and  mainte- 
nance costs  putting  pressure  on  rents, 
"tenants  are  flexing  their  political  mus- 
cles," according  to  John  Williamson  of 
the  National  Apartment  Association.  A 
new  rent-control  proposal  is  already  on 
the  ballot  in  Madison,  Wis.,  and  moves 
are  afoot  to  put  controls  before  the  voters 
in  New  Orleans,  Minneapolis,  Los  Ange- 
les, San  Francisco,  Santa  Barbara  and 
other  cities.  Alarmed  real  estate  inter- 
ests— brokers,  builders,  owners — have 
set  up  a  new  National  Rental  Housing 
Council  to  battle  the  issue  and  it  will 
meet  next  month,  Williamson  says,  "to 
compare  notes."  The  rash  of  new  rent- 
control  moves  is  the  immediate  problem 
but  the  landlords  fears  are  long  range. 
George  Sternlieb,  professor  of  Urban  & 
Regional  Planning  at  New  Jersey's 
Rutgers  University,  encapsules  the  real 
worry:  "Once  you  get  rent  control  in, 
you  can't  get  it  out." 

Business  At  The  Blackboard 

Momentum  is  building  for  a  year-old 
"adopt-a-school"  plan  to  get  business  di- 
rectly involved  in  big-city  high  schools. 
Basically,  the  system  involves  companies 
signing  "adoption  agreements"  commit- 
ting them  to  undertake  programs  rang- 
ing from  giving  employees  time  off  to 
tutor  students,  to  lending  executives  to 
help  schools  improve  budgeting  and 
management.  In  Dallas,  where  the 
scheme  got  its  first  extensive  trial  last 
year,  600  businesses  have  adopted  70  of 


the  area's  ISO  high  schools,  and  School 
Superintendent  Nolan  Estes  hopes  to 
get  all  of  them  into  the  plan.  St.  Louis, 
Mo.  and  Oakland,  Calif,  have  similar 
programs  under  way  and  San  Francisco  s 
Superintendent  of  Schools  Robert  Alioto 
is  organizing  another.  While  altruism 
plays  a  part,  the  businessmen  involved 
also  have  dollars-and-cents  in  mind.  Too 
many  high  school  graduates,  they  find, 
are  unable  to  handle  jobs  that  are  avail- 
able. They  hope  better  schools  mean 
better  employees. 

On-The-Spot  Training 

Jimmy  Carter's  tight-ship  proclama- 
tions haven't  killed  one  time-honored 
Washington  custom — the  fact-finding 
tour?  With  national  health  insurance  a 
high-priority  item — the  Carter  Adminis- 
tration hopes  to  have  legislation  ready 
early  next  year — Health,  Education  & 
Welfare  Secretary  Joe  Califano  plans  an 
on-the-spot  study  of  health  systems 
abroad.  After  a  warm-up  trip  this  month 
to  Canada,  Califano  will  journey  to  Eu- 
rope in  November  to  examine  national 
health  insurance  plans  on  the  Continent. 

Sour  News  For  A  Sweet  Tooth 

Candymakers  are  getting  indigestion 
waiting  to  see  what  the  Federal  Trade 
Commission  may  do  to  their  advertising 
schedules.  Earlier  this  year,  backed  by 
an  array  of  dentists,  doctors,  parent- 
teacher  groups  and  public  health  organi- 


zations. Action  for  Children's  Television, 
a  crusading  group  based  in  Newton, 
Mass.,  asked  the  FTC  to  ban  candy  ads 
on  TV  programs  aimed  at  children.  The 
anxious  manufacturers  of  Life  Savers, 
Snickers  and  other  yummies  are  ner- 
vously marking  time  while  the  FTC  staff 
completes  work  on  proposals  scheduled 
to  be  handed  up  to  the  Commission  in 
late  September.  The  candymen  have 
reason  to  be  worried.  In  1971  ACT  took 
steps  to  have  vitamin  commercials  tuned 
out  of  children  s  programs,  but  the  spon- 
sors, which  included  Bristol-Myers  and 
Hoffmann-La  Roche,  bowed  off  the  air 
before  the  FTC  took  any  action.  Two 
years  ago,  when  another  manufacturer 
began  promoting  its  vitamins  on  kiddie 
shows,  ACT  returned  to  the  fray  and 
won  again.  Moreover,  Chairman  Mi- 
chael Pertschuk,  who  took  office  just  in 
time  for  the  July  meeting,  is  already  on 
record  as  saying  he  thinks  the  "cumula- 
tive effect"  of  candy  ads  on  children  may 
be  "deleterious." 

The  Mouth  And  The  Market 

Why  did  the  White  House  recently 
rush  to  proclaim  that  President  Carter 
had  given  "no  instructions "  to  develop 
wage-price  "standards"  as  an  economic 
option?  Carter's  men  wanted  to  squelch 
the  widespread  impression  that  reports 
of  such  action  (which  sent  stock  markets 
reeling)  had  been  planted  as  a  trial  bal- 
loon. Actually,  the  new  head  of  Carter's 
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Vantage  is  changing 
a  lot  of  my  feelings 


about  smoking." 


-R.J.  REYNOLDS  TOBACCO  CO. 


"I  like  to 
moke,  and  what 
like  is  a  cigarette 
lat  isn't  timid  on 
aste.  But  I'm  not 
ving  in  some  ivory 
ower.  I  hear  the 
lings  being  said 
t  igainst  high-tar  smok- 
ing as  well  as  the  next 
|iy. 

"And  so  I  started 
ooking.  For  a  low-tar 
;moke  that  had  some 
lonest-to-goodness  cig- 
arette taste. 

"It  wasn't  easy  The 
ow-tar  cigarettes  I  tried 
:asted  like  chalk.  And 
nigh-tar  cigarettes  were 
starting  to  taste  rougher 
as  I  went  along. 

"Then  I  tried  a  pack 
d£  Vantage.  It  was  smooth 


yet  it  had  taste. 
And  a  lot  less  tar 
than  what  I'd 
been  smoking. 

"As  far  as  I'm 
concerned,  when 
I  switched  to 
Vantage,  I  changed 
to  a  cigarette  I  could 
enjoy." 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


and  Vantage  100  s. 

FILTER:  10  mg.  "tar",  0.7  mg.  nicotine, 
MENTHOL  11  mg."tar",  0.7  mg.  nicotine,  av.  per  cigarette,  FTC  Report  DEC.  '76: 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


with  consistent  investment  performance, 
your  financial  planning  can  go  like  clockwork 


The  difference  is  dependability. 

When  long-range  planning  decisions  are 
staring  you  in  the  face,  the  last  thing  you  need  is 
erratic  investment  performance.  What  you  do 
need  is  dependability.  Performance  that  avoids 
wide  swings  from  one  extreme  to  the  other.  And 
meets  your  objective  of  realizing  a  positive  rate  of 
return  while  preserving  your  capital. 

Designing  for  consistency. 

First  Pennsylvania  has  the  same  objective. 
We  aim  for  it  by  emphasizing  a  low-volatility 
approach  in  both  equity  and  fixed  -income  manage- 
ment. Our  investment  philosophy  and  strategy 
both  stress  consistency  at  every  step  in  the 
decision-making  process. 

Look  at  the  5-year  record. 

By  implementing  this  philosophy  with  un- 
common skill,  we  have  compiled  a  superior  5-year 
record  in  both  equity  and  fixed-income  manage- 
ment. Such  a  record  can  speak  for  itself.  But  we'd 
like  to  tell  you  about  it.  If  you'd  like  to  hear  it,  just 
call  Ed  Ripley  at  (215)  786-7396,  or  write. 


Trust  &  Investment  Group 

First  Pennsylvania  Bank 

Philadelphia,  Pennsylvania 

Trust  &  investment  management  ■  Real  estate  financing 
Correspondent  banking" Cash  management 
International  banking  ■  Business  banking  services. 

©1977  First  Pennsylvania  Bank  na  Member  F  D  I  C 


AT  EMERY  WE 


NEVER 
WE 

Unlike  a  lot  of  other  people  in  air 
reight,  Emery  doesn't  discriminate 
igainst  a  package  because  of  its  size, 
weight  or  destination. 

So  its  no  big  thing  for  us  to  move 
Dig  things  like  gears  for  earthmovers, 
valves  for  oil  wells  as  well  as  helicopter 
blades.  And  it's  no  big  thing  for  us  to 
move  them  as  quickly  and  efficiently  as 
.ve  move  little  things. 


MET  A  PACKAGE 
DIDN'T  LIKE. 


In  fact,  anything  goes  with  Emery. 
And  it  goes  anywhere.  Because  were  on 
more  planes  than  anyone  else  in  air 
freight.  With  reserved  space  on  key 

flights  of  every 
major  and  minor 
airline  that 
carries  packages, 
plus  charters, 
commuters, 


air  taxis  and  even  planes  of  our  own. 

So  we  can  go  places  no  one  airline 
or  air  freight  company  can  go. 

The  next  time  you're  faced  with  a 
problem  of  huge  proportions,  call  the 
heavyweight  in  the  business.  Emery. 


The  Air  Force  in  Air  Freight. 


Kodak 
announces 
new  copier 

rental  plans. 

Beginning  September  1  — 
and  continuing  through  December  31, 1977: 

□  A  Two-year  Plan.  In  addition  to  the  current 
annual  and  monthly  plans.  You  can  realize 
savings  of  up  to  10%. 

□  High  Volume  Plan.  Extended  to  users  of 
Ektaprint  models  100F,  10QAF,  150F,  and 
150AF.  Offers  substantial  savings  to  customers 
making  70,000  or  more  copies  per  month. 

□  Multiple  Placement  Plan.  New,  lower  prices 
for  customers  who  place  four  or  more  Kodak 
copiers  nationally. 

□  Special  Introductory/  Plan.  Lowers  your  costs 
during  the  early  installation  period.  An 
inducement  to  help  you  see  for  yourself 
the  outstanding  quality  of  the  Kodak  copier. 

Your  Kodak  representative  has  all  the  details 
and  can  help  you  choose  the  plan  that  offers 
you  the  greatest  advantage.  We  also  invite  you 
to  call  us  (Toll  Free)  800-828-1450.  (In  New  York 
State,  call  800-462-4890.)  Or,  write  to:  A.  Angert, 
Dept  CD7579,  Rochester,  N.Y  14650. 

Kodak  Ektaprint  copier-duplicators 

More  choice  More  variety.  More  quality 


Our  leadership 
n  cleaning  air  is  now  equaled 

by  over  $200,000,000 
for  cleaning  water. 


n  over  $200,000,000  in  backlog  for  cooling,  recycling 
treating  water  it  looks  like  Research-Cottrell,  the  top 
ne  in  air  pollution  control,  can  also  be  called  the  leader 
ontrolling  water  pollution. 

For  most  companies,  achieving  world  leadership  in 
pollution  control  would  be  enough.  But  not  for  us.  If 
re's  any  area  where  science  can  be  used  to  help  pre- 
ve  the  environmental  balance,  you'll  find  us  there. 

Our  environmental  engineering  companies  are  pre- 
ing  water  management  plans  for  Oklahoma  City,  Boston, 
ingham,  Memphis,  San  Francisco  and  Savannah  that 
help  these  areas  meet  their  water  needs.  We've  de- 
ed one  of  the  world's  largest  water  treatment  facilities 
ashington,  D.C.,  and  we're  increasing  the  capacity  of 
etropolitan  Chicago  sewage  treatment  plant  by  134 
lion  gallons  a  day. 

While  our  Utility  Gas  Cleaning  Division  engineers 
gas  desulfurization  projects,  Metcalf  &  Eddy  Industrial 
designed  a  sludge  handling  system  for  them  requiring 
advanced  knowledge  of  water  technology. 


As  part  of  its  broad  range  of  services  M&E  Industrial 
has  also  designed  and  will  participate  in  the  start-up  of  a 
tertiary  treatment  plant.  Utilizing  activated  carbon,  it  will 
process  20  million  gallons  of  wastewater  a  day  from  a 
chemical  manufacturing  complex. 

Our  Hamon  Cooling  Tower  Division  designs  and  builds 
cooling  towers  for  electric  utility  and  industrial  applications. 
These  towers  expand  the  range  of  environmentally  ac- 
ceptable sites  for  power  stations  and  processing  plants. 
They  reduce  the  volume  of  water  required  for  cooling  pur- 
poses and  shield  the  water  source  from  potential  damage. 

If  you'd  like  to  find  out  more  about  the  successful 
control  of  water  pollution,  write  the  leader  in  air  pollution 
control:  Research-Cottrell,  P.  0.  Box  750,  Bound  Brook, 
New  Jersey  08805. 

Research-Cottrell 

Experienced  Environmental  People 

H'liinlinMiii  Tr,,,,-,!     i    in  i.uimmiTT' 


Research-Cottrell : 
For  balanced 
environmental  solutions. 


This  is  a  limited  edition;  that  is,  limited  to  people 
who  believe  in  God.  A  pendant  for  women 

and  a  pin  for  both  men  and  women 
of  Tiffany  sterling  silver,  vermeil  or  gold. 
The  entire  proceeds  will  be  donated  by  Tiffany 

to  the  Walter  Hoving  Home,  Inc., 
in  Garrison,  New  York— a  non-sectarian  center 
for  drug-addicted  and  seriously  troubled  girls — 
where,  after  a  year's  treatment,  over  ninety  percent 
are  permanently  cured  by  accepting  God  into  their  lives. 
In  sterling  silver, $  10.  Vermeil, $  12. 
In  fourteen  karat  gold, $  25. 

Tiffany  &  Co. 

NEW  YORK  FIFTH  AVE.  &  57th  ST.  ■  ZIP:  10022  •  TEL:  (212)  759-91 10 
ATLANTA  ■  CHICAGO  ■  HOUSTON  ■  SAN  FRANCISCO  •  BEVERLY  HILLS 
Add  $1 .  for  shipping  plus  any  sales  fax  •  American  Express  '  BankAmericard  '  Diners  Club 


Get  to  know  Conrac. 


before  you  dash  for  a  plane 

It's  a  good  idea  to  get  to  know  Conrac.  Our  complete  airport  in- 
formation display  systems  will  help  you  get  to  the  right  terminal, 
the  right  airline  and  the  right  gate,  at  the  right  time.  Airport  in- 
formation display  is  only  one  of  the  growing  communications 
industries  where  Conrac  is  a  basic  manufacturer  and  marketer. 
If  you  know  an  airport  design  consultant,  ask  him.  He  knows  us 
well. ..and  the  better  you  know  us,  the  better  you'll  like  what  we 
can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N  Y.  10017. 
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Council  on  Wage  &  Price  Stability, 
Barry  Bosworth,  had  let  slip  word  that 
the  Administration  was  studying  wheth- 
er it  would  be  possible  to  develop  stan- 
dards on  an  industry-by-industry  basis. 
No  proposals  have  reached  the  Presi- 
dent's desk  and  none  may  ever  get  there. 
For  one  thing,  any  such  plan  would 
probably  need  the  okay  of  the  Adminis- 
tration's Labor-Management  Advisory 
Group,  whose  members — including 
AFL-CIO  President  George  Meany  and 
General  Electric  Chairman  Reginald 
Jones — aren't  ready  even  to  discuss  such 
a  thing.  The  whole  flap,  which  one  dis- 
gusted Carter  economist  blames  on 
"hoof  and  mouth  disease,  simply  under- 
scores what  happens  when  the  barest 
whisper  is  heard  about  controls,  guide- 
lines, standards  or  anything  like  them. 

Dollars  For  The  Pentagon 

How  much  will  the  Pentagon  get  to 
spend  next  year?  The  Office  of  Manage- 
ment &  Budget  wants  to  hold  the  De- 
fense Department  to  no  more  than  2% 
over  the  expected  5%  inflation  rate.  De- 
fense Secretary  Harold  Brown,  however, 
is  insisting  on  a  3%  "real  growth  in- 
crease. White  House  sources  predict 
that  President  Carter  will  side  with 
Brown,  meaning  that  next  year's  bid  for 
"obligational  authority'  from  the  Con- 
gress will  run  $8  billion  to  $10  billion 
over  this  year's  $120-billion  figure. 

Fire  Fighting — Plus 

The  Moscow  firemen  who  won  warm 
praise  from  U.S.  officials  for  their  work 
fighting  the  fire  that  destroyed  the  top 
floors  of  the  American  Embassy  in  the 
Russian  capita!  may  have  had  a  dual  mis- 
sion. The  Red  fire  fighters  managed  to 
trample  into  wreckage  many  of  the  an- 
tennas on  the  Embassy  roof  used  for 
secret  transmissions  and  for  intercepting 
Russian  radio  traffic. 

High-Flying  Plastics 

The  plastic  airplane  is  moving  out  of 
the  toy  department.  By  the  late  1980s 
the  National  Aeronautics  &  Space  Ad- 
ministration wants  wings,  tails  and  parts 
of  the  fuselages  of  transport  aircraft 
molded  from  new,  high-strength  plastics 
called  "composites."  Formed  by  bonding 
graphite  or  other  fibers  with  epoxy  res- 
ins, composites  provide  the  strength  of 
aluminum  with  20%  to  25%  less  weight. 
Used  first  for  radomes,  the  superplastics 
are  now  in  military  aircraft  as  rudders, 
tail  components  and  wing  surfaces.  The 
McDonnell  Douglas  F-15  Air  Force 
fighter  has  2%  of  its  weight  in  com- 
posites, saving  almost  1,000  pounds. 
McDonnell's  F-18.  a  Navy  plane,  w  ill  be 

FORBES,  SEPTEMBER  15,  1977 


The  New  Norelco  UltraSlim 


it's  never 
out  of 
place 


The  Norelco  UltraSlim  Executive  Notetaker. 
It  fits  the  way  you  work  today  just  the  way 
it  fits  your  pocket.  It  feels  like  you're 
holding  a  piece  of  the  future  in  the  palm 
of  your  hand.  If  s  always  ready  to  work 
whenever  you  work . . .  wherever  you  work. 
But  that's  what  you  expect  from  the  pioneers 
in  pocket-size  dictating  machines.  Norelco. 
We  keep  bringing  you  tomorrow's  business 
equipment  today. 


r 


Philips  Business  Systems,  Inc. 

175  Froehlich  Farm  Boulevard 
Woodbury,  New  York  11797 

Send  me  complete  information  on  the  Norelco  UltraSlim 


Name  Phone  -  

Organization  '.  

Address  

City/State  Zip  

'1977,  Philips  Business  Systems.  Inc  F-977-NT 


How  you  got  this  copy 
of  Forbes  with  the  help  of  City  Investing. 

City  Investing? 


Yes,  City  Investing. 

City  Investing  owns  World 
Color  Press,  one  of  the  largest 
magazine  printers  in  the  world. 

And  since  the  August  15th 
issue,  World  Color  Press  has  been 
printing  Forbes. 

Forbes  built  its  reputation  on 
informed  coverage  of  business  and 
financial  news  all  over  the  world. 
Late-breaking  news  included. 

So  the  job  of  printing  Forbes 


demands  an  efficient,  economical 
operation  that  can  meet  deadlines. 
And  that's  exactly  what  the  sound 
management  of  World  Color  Press 
provides. 

Sound  management  is  some- 
thing you  find  in  all  the  opera- 
tions at  City  Investing.  Water 
heaters.  Heating  and  air-condi- 
tioning equipment.  Containers. 
Housing  and  mobile  homes. 
Budget  motels.  Insurance. 


That's  why  City's  assets  grew 
to  more  than  $4  billion  last  year. 
Why  sales  rose  to  $2.5  billion. 
And  why  City  Investing  is  an 
industry  leader  in  a  number  of 
businesses. 

Basic  businesses  filling 
basic  needs.  That's  City  Investing. 


Citi|  Investing  Compare 


Manufbcturinq  |  Mousing  |  Insurance 

767  Fifth  Avenue,  New  York,  New  York  10022 

©Copyright  1977  City  Investing  Company 


te  electrified  an  entire  computer  market 
with  two  simple  plugs. 


Actually,  the  plugs  aren't  all  that 
imple. 

They  happen  to  be  attached  to  the 
ow-famous  G77™  Display  Terminal 
nd  G-Series  Printer  developed 
nd  marketed  by  our  MAI  Genesis 
me  corporations. 

These  products  fulfilled  the  need 
>r  peripherals  that  would  not  only  be 
ompatible  with  several  of  today's 
lost  popular  computer  systems,  but 
iou\d  also  provide  users  with  impor- 
ant  price-performance  advantages. 

The  introduction  of  the  Genesis 
»ne  units  gained  us  a  front-running 
osition  in  a  fast-growing  market. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Basic/Four  Corporation 

fulfilled  the  need  for  a  computer  sys- 
tem for  small  businesses.  And  made 
us  a  leader  in  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  indus- 
try's need  for  reliable  repair  and 
maintenance,  and  is  now  the  largest 
independent  service  organization 
in  the  computer  field. 

Our  MAI  International  Corporation 

foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 
cities  located  in  31  countries  abroad. 


Today,  MAI  products  are  marketed, 
serviced  and  respected  throughout 
the  world. 

All  the  above,  plus  new  needs 
we're  fulfilling  and  new  areas  we're 
developing  make  MAI  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 

MAI 

Management  Assistance  Im. 

300  East  44th  Street 
New  York,  N.Y.  10017 


9  everyone  who  ever  said 

I  wish  Swissair  flew  there 
Swissair  flies  there. 


If  you're  doing  business 
in  Eastern  Europe,  it's 
nice  to  know  that  Swissair 
can  help  you  get  to  and 
from  your  business. 
Swissair  started  flying  to 
Eastern  Europe  in  1946. 
And  today  we  offer  you  44 
convenient  flights  each 
and  every  week  from 
Zurich  and  Geneva  to 
Moscow,  Warsaw,  Prague, 
Budapest,  Bucharest, 
Zagreb,  Sofia,  and  Belgrade. 

Along  the  way  you'll  be  taken  care  of  in  the  famed  Swiss  tradition. 
Whether  you're  flying  first  class  or  economy,  you'll  get  off  the  plane  in  the 
best  possible  shape  for  doing  business. 

You'll  know  that  all  the  things  you  arranged  with  Swissair  and 
confirmed  before  you  left  home,  will  be  waiting  for  you.  Whether  it's  a 
translator,  secretary,  limousine,  or  conference  room. 

You'll  have  the  expertise  and  services  of  Swissair's  local  offices  to 
call  upon.  To  help  take  care  of  your  business,  or  cargo  needs.  To  arrange 
for  changes  in  your  schedules.  Or  to  make  reservations  for  you  to  any  of 
the  90  cities  in  62  countries  Swissair  serves  world  wide  from  Zurich 
and  Geneva. 

So  the  next  time  you  have  to  go  to  Eastern  Europe  on  business, 
see  your  Travel  Agent,  corporate  travel  consultant  or  one.of  the  22  local 
Swissair  offices  in  the  U.S.  and  Canada  for  reservations  and  information. 

You'll  discover  that  in  Eastern  Europe,  as  in  most  of  the  world, 
Swissair  is  doing  business  where  you're  doing  business. 


SWISSAIR-)- 

We  take  on  the  world's  most  demanding  business  travellers. 


"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands N  that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements" 

HEN  DON  CHUBB 
(1874-1960) 

Our  insurance  policy. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 
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safety  of  land 

The  1947  gamble 
paid  off  for  Kerr- 
McGee,  then  a 
small  Oklahoma- 
based  company 
It  was  a  far-reaching 
achievement  that  benefited 
not  only  Kerr-McGee  but  also 
the  rest  of  the  world,  for  that 
historic  well  initiated 
worldwide  offshore 
petroleum  exploration 
and  production. 


to  18  offshore  rigs. 
Kerr-McGee  has  also 
become  a  producer  of 
oil  and  gas  and  a 
refiner  and  marketer  of 
petroleum  products  With 
growth  in  these  fields  and 
diversification  into  other 
natural  resources.  K-M's 
annual  sales  have 
reached  nearly  $2  billion. 

Beverly  is  one  of  more 
than  10,000  Kerr-McGee 
employees  helping  meet 
the  growing  demand  for 
i/\V\rv/\  oil  and  qas,  uranium, 

one  oi  more  man  iu,uuu  coal,  chemicals,  wood 

Kerr-MCGee  people    proSzearnsd  na,Urai 
developing  natural  resources  resources  to  keep 
to  keep  America  moving. 


Sunday  morning 
November.  1947. 
Offshore  Louisiana  Sun 
shimmering  on  the  calm 
waters  of  the  Gulf  of 
Mexico  Beverly  Fournier 
remembers  the  story 
well  Suddenly  the  placid 
scene  changed  to  one  of 
excitement  as  the  mud  pits  of 
Kerr-McGee  Rig  16  started  filling 
with  a  greenish-black  substance. 
Oil!  The  first  commercial      _  , 

discovery  out  of  sight  and  Beverly  Fouiruei' 


tWM  i 


Many  of  Beverly  Fournier's 
fellow  workers  were  there 
30  years  ago.  Since  that 
important  discovery  the     KERR-M^GEE  CORPORATION 

Transworld  Companies.      wwchcium*  ■  0«l«hom«cit»  oklanom.tsus 

subsidiaries  of  Kerr-McGee,     Putting  natural  resources 


have  increased  their  fleet 


to  work  for  you. 


PETROLEUM 


NUCLEAR 


COAL 


CHEMICALS 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 

the  magazine. 

NEW  SUBSCRIPTION 

To.  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription  you 
prefer.  □  1  year  $18.00  □  3  years  $36.00 
(the  equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add 
$5  a  year;  other  foreign,  add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


f-4826 


Trends 


10%  plastic  and  a  vertical-takeoff  attack 
aircraft  under  development  will  use 
15%,  including  the  entire  wing.  Progress 
is  slower  in  commercial  planes  but  Lock- 
heed's L-1011  uses  composites  for  cabin- 
floor  supports  and  the  new,  long-range 
L-1011  will  have  much  more.  Big  draw- 
back is  cost — about  $50  a  pound  for 
graphite  material,  vs.  SI  for  aluminum — 
but  planners  expect  the  price  to  drop 
with  volume.  They  also  plug  lower  fabri- 
cation costs  and  greater  durability  as  ex- 
tra advantages. 

Drivers  Education  (Tire  Division) 

Have  your  radial  tires  stopped  deliver- 
ing that  cloud-like  comfort  they  prom- 
ised? Check  whether  they've  been  rotat- 
ed lately  and  if  so,  how.  Unlike  other 
tires,  radials  should  never  be  moved 
from  one  side  of  a  car  to  the  other.  Once 
driven,  they  acquire  a  "set,"  and  switch- 
ing sides  can  produce  vibration  and  a 
rougher  ride.  Although  car-owner  man- 
uals spell  this  out,  at  least  one  major 
tiremaker  has  found  that  not  many  driv- 
ers are  paving  attention.  It  has  just  is- 
sued its  own  special  warning  that  radials 
should  be  switched  only  from  front  to 
rear,  never  from  right  to  left. 

The  Wildcatters  Lose  One 

Oil  and  gas  wildcatters  are  about  to 
lose  their  long  fight  to  keep  their  books 
their  own  way.  Traditionally  the  giant 
integrated  companies  have  used  "suc- 
cessful-effort accounting,  writing  off  ex- 
ploration costs  as  they  occur.  The  inde- 
pendents liked  the  "full-cost  method, 
which  lets  a  wildcatter  capitalize  all  his 
exploration  outlays,  on  the  theory  that 
drilling  nine  dry  holes  was  simply  part  of 
the  cost  of  finding  one  gusher.  The  ener- 
gy crisis  spurred  Congress  to  mandate 
uniformity  to  provide,  for  one  thing,  a 
national  data  base  for  policy  planning. 
The  Securities  &  Exchange  Commission 
passed  the  job  to  the  Financial  Account- 
ing Standards  Board,  the  profession's 
ride-making  body,  and  the  FASB  has 
now  reached  its  decision.  Successful-ef- 
fort— the  big-company  way — will  be  the 
ride.  The  wildcatters  are  unhappy  but 
resigned.  A.V.  Jones  Jr.,  president  of  the 
Independent  Petroleum  Association  of 
America,  says  his  members  will  have  to 
conform  to  the  new  ride  in  order  to  get 
the  "clean  ticket  on  their  financial  state- 
ments that  banks  and  investors  demand. 
It  will  mean,  of  course,  that  the  indepen- 
dents will  have  to  refigure  their  profits 
and  losses,  including  those  of  prior 
years,  to  achieve  the  required  new  uni- 
formity. Wildcatters,  Jones  says  wryly, 
"will  be  spending  more  time  filling  out 
papers  than  they  will  looking  for  oil.  ■ 
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Looking  Back  to  Look  Ahead 
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GOODRICH 

De  Luxe  TRUCK  TIRES 


2  y%  Inches  of  Tread  Rubber  Left 
After  20,000  Miles  Service! 

Mark  the  condition  of  the  rubber  a\ailahlc  for  furthei 


en  has  he. 


Such  a 


ch  De  Lux 


Tiadc  possi- 


t  Truck  rirca 

by  Goodrich  advanced  construction  in  plai 
thickness  of  tOUth,  buoyant  rubber  on  TOP  of  the  (read— a  forward 
step  that  ha*  saved  hundreds  of  dollars  for  the  National  Fruit  <\ 
Produce  Co.,  of  Buffalo,  and  thousands  of  truck  owners  through- 
out the  country. 

When  it  comes  time  for  lire  renewals  seek  out  one  of  the  hundreds 
of  Goodrich  Truck  Tire  Service  Stations  and  have  De  Luxe  Tires, 
made  only  by  (jooJneh.  applied.  A  National  Cost  System  chart 
will  prove  their  vast  economy. 

mi  H  P  GOODRICH  RUBBRR  COMPANY 

The  Cit>  of  <..»«jr«(.-  VKKON  OHIO 


BEST  IN  THE  '  LONG  RUN" 


This  year  is  FORBES' Sixtieth  Anniversary  and  that's  a  good  time  to  look  back— if 
only  to  get  ready  for  the  future. 

Looking  back,  Goodrich  has  long  been  producing  quality  products  for  its  customers, 
keeping  pace  with  the  times.  When  this  advertisement  appeared  in  1917,  BFG  had 
been  in  business  for  47  years. 

Although  Goodrich  still  produces  its  first  product,  fire  hoses,  it  has  grown  to  include 
production  of  petrochemicals  and  a  multitude  of  industrial  rubber  products— not  to 
mention  tires. 

Congratulations,  FORBES,  for  your  sharp  reporting  on  the  crises,  developments  and 
trends  in  American  business.  And  best  wishes  for  a  future  as  dynamic  as  your  60- 
year  past. 


Cut  thermal  incinerator 
fuel  consumption  and  operating  costs 
with  Du  Pont  TORVEX. 


Ty^lCAL  ANnu/\l  SaVimg-S 
CATALYTIC  .  vs  Thermal  iNCiN  IS  RATION 


•  /  y 


RE  K  Ml  WO  re  OF  FM 


Retrofitting  thermal 
iticinerators  with  Du  Pont 
]0RVEX*  supported  catalyst  is  a 
Iroven  way  to  reduce  incinerator 

lei  consumption  and  operating 
:osts  while  controlling  organic 

jmes  to  meet  air  quality 
itandards.With  TORVEX, 
incinerators  operate  at  much  lower 

jmperatures  (500°-  800°  F  vs. 

200°- 1 500°  F)  while  carrying  out 
ne  same  chemical  reaction. 

The  graph  above  shows 
ypical  annual  fuel  costs  for 
nermal  incineration  versus 
fatalytic  incineration,  included  is  a 

onservative  catalyst  replacement 
::ost.  As  you  can  see,  there  are 

ignificant  fuel  savings  to  be 

Du  Pont  trademark 


gained  by  installing  modules  of 
TORVEX  in  thermal  incinerators. 
They're  compact,  so  they  fit  most 
existing  incinerators,  utilizing 
installed  ductwork  and  exhaust 
handling  equipment. 

Here  are  two  examples  of 
benefits  from  TORVEX: 

•A  California  can  manufac- 
turer continues,  after  over  five 
years,  to  use  TORVEX  in  an 
incinerator  of  a  metal  decorating 
oven.  During  30,000  hours  of 
operation,  hydrocarbon  emissions 
reduction  ranged  from  98%  to 
93%.  The  $12,000  catalyst  cost 


(JPfflJ) 


has  been  recovered  many  times  by 
fuel  savings. 

•A  New  Jersey  beverage  can 
line  saved  75  gallons  of  propane 
per  hour  and  paid  for  its  TORVEX 
supported  catalyst  retrofit  in  two 
months.  Hydrocarbon  emissions 
were  reduced  by  96%,  and  the 
incinerator  temperature  was 
reduced  by  400°F. 

Want  to  learn  more  about 
potential  savings  in  your  operation? 
Write  on  your  letterhead  to 
Dr.  Gerald  1.  Madden,  Du  Pont 
Company,  Room  35951 
Wilmington,  DE  19898.  If  available, 
please  state  your  process, 
incinerator  inlet  and  exit  tempera- 
tures, compositions  and  flow  rates. 


"BO  U  S  PAT  a  TM  off 


Alas,  hospitals  are 
only  human. 

They  Ve  got  to  keep  up  with  the  Joneses. 

For  the  hospital  board,  it  must  seem  a  simple  logic  of 
survival.  Beds  are  filled  by  patients.  Patients  are  provided  by 
ihysicians.  Physicians,  understandably,  are  attracted  by  the 
atest  equipment. 

But  for  us  who  pay  the  bills,  that  logic  costs  dearly. 


Unnecessary  duplication  of  expensive  technology  is 
fueling  a  rampant  inflation!  The  hospital  bill —and  the  health 
insurance  which  pays  it— is  now  one  of  the  fastest-rising 
costs  in  our  whole  economy2 

Can  we  slow  it  down?  /Etna  believes  so.  If  doctors 
were  to  assign  patients  to  any  of  several  hospitals  nearby 
expensive  equipment  could  be  shared.  Specialized  facilities, 
staff,  even  beds  would  be  more  efficiently  used.3 

Establishing  state  commissions  to  set  limits  on  hospi- 
tal expenditures  could  help,  too.  In  Maryland  and  Connec- 
ticut, such  commissions  have  been  at  work  since  1974. 
They've  lopped  some  big  numbers  off  hospital  budgets,4 
without  reducing  the  quality  of  care. 

And  /Etna  is  encouraging  local  medical  societies  to 
monitor  doctors'  use  of  hospitals.  Was  the  length  of  stay 
appropriate?  Was  admission  necessary  in  the  first  place?5  If 
all  of  us  involved  continue  to  raise  such  questions,  insurance 
costs  can  be  controlled.  Don't  underestimate  your  own  in- 
fluence. Use  it,  as  we  are  trying  to  use  ours. 

wants  insurance  to  be  affordable, 

1  Consider  the  cost  of  the  CAT  2  Ten  years  ago,  health  care  hospitals  have  open  heart  surgery  4  As  much  as  $45  million 

canner,  the  latest  thing  in  di-  costs  consumed  about  6%  of  the  programs.  But  according  to  a  gov-  saved  in  Maryland  alone,  in  1975. 

tgnostic  machinery.  (The  CAT—  gross  national  product.  Today  it  eminent  study,  only  five  used  sMost  medical  societies  have 

Computerized  Axial  Tomograph  is  close  to  9%.  Center  stage  in  them  enough  to  be  considered  a  "Professional  Standards  Re- 

-  takes  pictures  of  cross-sections  this  inflationary  drama  is  the  hos-  efficient.  Waste  applies  to  much  view  Organization"  created  for 

>f  the  body.)  If  every  one  of  the  pital  bill,  which  has  doubled  in  simpler  equipment,  too,  like  just  this  kind  of  review  for  Medi- 

),000  general  hospitals  in  Amer-  the  last  five  years!  beds.  The  government  estimates  care  and  Medicaid  patients, 

ca  bought  a  CAT,  the  initial  in-  3This  principle  could  elimi-  there  are  at  least  100,000  unnec-  £itna  believes  the  potential  sav- 

'estment  alone  would  cost  us  all  nate  many  wasteful  situations.  In  essary  hospital  beds  empty  each  ings  justify  such  review  of  all 

learly  three  billion  dollars.  Philadelphia,  for  instance,  16  day,  at  a  cost  of  $2  billion  a  year,  patients. 


LIFE  &  CASUALTY 


APPLAUSE. 


APPRECIATION,  HANDMADE  AND  HAND  DELIVERED  BY  CRITICAL  INVESTORS. 
THIS  PAGE  IS  A  PLAUDIT  TO  THE  APPLAUDERS— 
THE  PEOPLE  IN  WHOSE  HANDS  ENTERPRISE— AND  KOPPERS— HAVE  FLOURISHED. 


Koppers  Company,  Inc. 
Pittsburgh,  Pa.  15219 

KOPPERS 

Chemicals  and  Coatings 
Plastics 

Engineered  Products 
Environmental  Systems 
Engineering 
and  Construction 
Architectural  and 
Construction  Materials 


It's  not  easy  being  the  in- 
dustry leader  in  video. 

Take  Betamax,  for  example. 

A  dramatic  achievement 
like  Betamax  would  keep  most 
other  companies  content  for 
years. 

But  not  Sony.  No  sooner 
did  we  introduce  a  revolution- 
ary videocassette  format,  than 
we  set  out  to  revolutionize  it. 

And  now  we're  ready 
to  introduce  the  next  big  step 
in  video  communications.  The 
Betamax  300  Series,  with 
memory  access. 

Memory  access  means  a 
sophisticated  hand-held  con- 
trol device  that  can  electroni- 


cally locate  any  point  on 
a  Betamax  videocassette. 

Memory  access  means  a 
video  player  that  searches 
automatically  at  high  speed  in 
forward  or  reverse  until  it  finds 
the  precise  program  segment 
you  want  to  play. 

And  memory  access 
means  you  can  replay  a  seg- 
ment by  touching  a  single  con- 
trol button  that  stops  the  tape, 
rewinds,  and  begins  playing 
again  at  the  point  you've 
selected. 

Pretty  good,  huh? 

The  Betamax  300  Series 
also  gives  you  a  lightweight 
videocassette  player  so  small, 


it  actually  fits  under  an  airline 
seat. 

And  the  Betamax  300 
Series  gives  you  a  portable 
videocassette  recorder  that 
weighs  less  than  20  pounds, 
including  battery  pack. 

Add  a  super  self-contained 
color  camera,  and  you  can 
record  anywhere  on  Betamax. 
There's  even  an  economical 
black  and  white  camera  for 
situations  where  you  don't 
need  color. 

Is  all  this  giving  you  any 
ideas? 

We  figured  it  would.  Indus- 
try leaders  just  naturally  seem 
to  understand  one  another. 


Sony  and  Betamax  are  registered  trademarks  of  Sony  Corporation  Products  shown  are  RM-300  Auto  Search  Control.  SLP-300  Betamax  Player  SLO-320  Betamax  Recorder 
SLO-340  Portable  Betamax  Recorder,  DXC-1610  Color  Video  Camera,  AVC-3450  B/W  Video  Camera.  CVM-1750  Color  Monitor 

FROM  ONE  INDUSTRY 
LEADER  TO  ANOTHER. 


©1977  Sony  Corporation  of  America,  9  West  57th  Street,  New  York,  NY  10019 


lS  corporate 
policy  today  demands 
looking  at  your  bank 
as  carefully  as  it 
looks  at  you,  we 
invite  your  scrutiny 
of  the  Whitney. 

Long  known  by  corporate 

officers  for  policies  of 
sound  fiscal  responsibility, 

great  strength, 
dependability  and  integrity, 
the  Whitney  has  — and  this  is 
of  special  importance  today- 
been  ready  when  needed, 
in  good  times  and  bad. 

In  this  last  decade  of 
our  first  hundred  years, 
we  propose  to  continue  to  do 
that  which  we  know  best: 
to  serve  the  banking 
and  financial  needs  of 
our  community,  our  state 
and  of  the  South. 


VITAL  STATISTICS 

As  of  June  30,  1977 

Total  Resources: 
$  1,373,000,000 

Deposits: 
$  1,125,000,000 

Total  Capital  Accounts: 
$  113,000,000 

Cash,  Cash  Equivalents, 
U.S.  Treasury  Securities: 
$  653,000,000 

Loans: 
$  616,000,000 

Earnings  for  the  year  1976: 
$  14,300,000 


NATIONAL  BANK  OF  NEW  ORLEANS 
Established  1883 


Readers  Say 


Overlooking  The  Good 

Sir:  Re  "The  Great  Treasury  Raid  Of 
1977"  (Aug.  15)  on  the  new  farm  subsidy 
bill.  We  in  the  U.S.  pay  a  smaller  per- 
centage of  our  total  income  for  our  food 
budget  than  any  country  in  the  world. 
Our  farmers  feed  the  world.  Look  at  last 
year's  dollar  volume  of  agricultural  ex- 
ports. You  didn't  mention  that  the 
"work"  of  one  farmer  feeds  fifty  people, 
several  hundred  percent  higher  than  any 
other  in  the  world.  Our  farmers'  produc- 
tion per  man-hour  far  exceeds  any  other 
U.S.  industry.  A  farmer  must  operate  his 
farm  at  full  capacity  to  justify  and  pay  for 
his  fixed  inputs  of  capital.  It's  not  a  ma- 
chine you  can  turn  off  and  on.  You 
should  look  at  the  total  agricultural 
"good  picture"  rather  than  dwelling  on 
one  "bad"  point. 

— Robert  M.  Moore 
Charleston,  .III. 

If  You  Don't  Like  Columnists  .  .  . 

Sir:  Re  the  columns  of  these  "stock 
market  analysts"  in  your  Money  And 
Investments  section.  I  have  been  read- 
ing the  reports  of  these  junkies  for  more 
than  a  year.  Until  recently  these  people 
have  been  speaking  so  loudly  about  a 
stock  market  boom.  They  have  proved 
their  reports  absurd  and  themselves 
stupid. 

— Philip  P.  Varghese 
New  York,  N.Y. 

.  .  .  Then  Try  MSF 

Sir:  Last  fall  when  MSF  predicted 
that  the  Dow  Jones  industrial  average 
would  be  way  up  if  President  Ford  were 
elected  and  way  down  if  Jimmy  Carter 
won,  I  thought  he  was  dead  wrong.  The 
stock  market  enjoyed  a  substantial  rise 
after  the  election  of  President  Kennedy 
and  the  accession  of  President  Johnson. 
After  eight  years  of  no  progress  in  the 
nightmare  Nixon  era  I  was  sure  it  would 
do  so  again.  The  DJI  stands  at  about  855, 
compared  with  991  a  year  ago,  but  the 
erosion  in  price/earnings  multiple,  from 
12.1  to  under  9,  is  even  more  dramatic. 
MSF  s  crystal  ball  was  certainly  shining 
clear  on  this  occasion. 

— Creighton  Hart  ill 
Cape  May,  N.J. 

The  DJI  has  fallen  over  100  points 
since  Mr.  Carter's  election — MSF. 

SiR:  Re  your  comment  "Prices  Slashed 
Up  To  40%!  Rargains  Galore!  Real  Val- 
ues! Many  common  stocks,  especially 
the  blue  chips  (Fact  and  Comment, 
Aug.  1).  Rleach  inflation  out  of  earnings, 
consider  replacement  costs  for  fixed  as- 


sets and  allow  for  higher  debt-to-equity 
ratios  on  most  corporate  balance  sheets. 
Then  after  absorbing  that  tell  me  if  you 
still  like  those  bargains. 

— Fred  F.  Nazem 
Naples,  Fla. 

Yes.  See  page  61 — MSF. 
ROVAC  Replies 

Sir:  Re  the  article  on  ROVAC  (Aug. 
15).  Yon  indicate  that  our  company  has 
"no  sales."  The  company  has  received 
over  $1  million  in  prototype  purchases 
and  contracts  related  to  ROVAC's 
emerging  technology.  Your  article  in- 
dicates that  "without  the  aid  of  law 
ROVAC  may  never  get  off  the  ground." 
We  are  not  counting  on  any  such  law  or 
legislation  to  bring  us  success.  Consum- 
ers and  producers  alike  have  made  clear 
their  choice  in  the  fluorocarbon  pro- 
pelled "aerosol"  spray  industry — they 
don't  want  it.  The  public  will  make  the 
same  choice  regarding  air-conditioning 
when  an  alternative  to  fluorocarbons  is 
made  available.  I  heard  the  oyster  story  a 
bit  differently.  When  the  irate  purchaser 
found  the  original  seller,  he  vehemently 
demanded  the  return  of  his  investment 
in  full — pointing  out  that  the  oysters 
weren't  edible.  The  old  sailor  gladly 
handed  over  two  crisp  twenties  to  the 
angry  purchaser  and  added,  "You're 
right  bout  them  oysters.  Them  weren't 
eat'n  oysters — turns  out  them's  pearl 
oysters. 

— Dr.  Thomas  C.  Edwards 
President, 
The  ROVAC  Corp. 
Rockledge,  Fla. 

Whose  Misstatement? 

SiR:  A  misstatement  popped  up  in  "In- 
surance Companies  Shouldn't  Have  Had 
To  Be  Ordered"  (Fact  and  Comment, 
Aug.  15).  You  made -it  appear  as  though 
property  insurance  companies  tried  to 
use  a  technicality  to  avoid  paying  proper- 
ty insurance  claims  relating  to  fires  and 
looting  during  the  recent  New  York  City 
blackout-  That  is  not  true. 

— Charles  C.  Clarke 
Executive  Vice  President, 
Insurance  In  formation  Institute 
New  York,  N.Y. 

From  the  Wall  Street  Journal:  "Insur- 
ance companies  must  pay  claims  filed  by 
New  York  merchants  who  suffered  dam- 
age from  pilferage  and  looting  during 
the  blackout,  the  state  insurance  depart- 
ment said.  Some  insurers  are  balking, 
according  to  several  congressional  mem- 
bers who  surveyed  the  damages.  At  issue 
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Now  there's  more  to 

life  insurance 
than  just  a  policy. 


VARIABLI  VMtoi  *  I.IFI  INSI  H  *n<  i  W>1  •<  s 
H)iii  \m  i  \  \ki  \m  t  t  il  i  !\m  K\\a  <  <>\tf'\\\  IFAUCOJ 


•*ltt  ttim>    HAV|    N(J  I  *PI*KmH»  Ott    DlNAPPtH  t\  ED    Hi  Till 

KTffS  and  fUtUSM   COMMISSION  nub   HAS   lnf  COMMISfftOft 
SfO  t  P«>N  r»»    ACCllUtY  Ofc  \DHJl  M  \  Of    I  HIS  I'KOSPVt  II  S, 
^  HJrPSJSI  SUIHA  Id  I  HI  (<>MK*kt  IS  A  CRIMINAl  <>F>f„NSf 


Thf.  Pr<»%9t.it|t  obuvlrd  be  r«-»»med        •■><■,■•  referent*. 

Introducing  the  only  life  insurance 
policy  that's  sold  with  a  prospectus: 
Variable  Life  Insurance.  One  of  the 
most  important  innovations  in  life 
insurance  in  the  last  sixty  years. 

Because  now  you  can  get  life- 
time coverage  with  growth  potential 
—growth  potential  through  invest- 
ments in  the  stock  market.  And  no 
matter  what  happens  in  the  stock 
market,  you  still  get  a  guaranteed 
minimum  death  benefit. 

This  new  protection  plan  is 
offered  by  Equitable  Variable  Life 
Insurance  Company— EVLICO— 
a  wholly  owned  subsidiary  of  The 
Equitable  Life  Assurance  Society 
of  the  United  States. 

Here's  how  it  works.  Funds  sup- 
porting your  policy  are  invested  in 
a  Separate  Investment  Account, 
which  is  managed  by  the  professional 


investment  staff  of  The  Equitable. 
Your  insurance  coverage  may  increase 
or  decrease  annually,  depending  on 
the  Account's  investment  results. 
But  whatever  the  performance  of 
the  Account,  your  life  insurance  can't 
fall  below  the  guaranteed  minimum. 
Your  cash  value  will  also  reflect  the 
Account's  investment  experience,  but 
there  is  no  guaranteed  minimum. 

For  more  complete  information 
about  the  Separate  fnvestment 
Account  and  the  policy,  including 
charges  and  expenses,  send  for  a 
prospectus  by  mailing  the  coupon,  or 
calling  toll-free:  In  New  York  City 
Southern  Westchester  and  Western 
Nassau  County:  212-541-6730 

•  New  York  State:  800-442-5880 

•  All  other  areas:  800-223-6646. 

Head  the  prospectus  carefully 
before  you  purchase  a  policy. 

Available  only  through  EVLICO  - 

a  wholly  owned  subsidiary  of  The  Equitable. 


MAIL  TO: 


F1 


Equitable  Variable  Life  Insurance  Co., 
Marketing  Division  — T/L-43 

1285  Avenue  of  the  Americas,  New  York,  New  York  10019 
Please  send  me  more  information,  including  a  prospectus, 
on  Equitable  Variable  Life  Insurance. 

Name  


Phone _ 


Address. 
City  


.State  Zip. 


Equitable 

VARIABLE  LIFE  INSURANCE  COMPANY 

^  EVLICO  j 

©  1977  Equitable  Variable  Life  Ins  Co..  N  Y  ,  N  Y  10019  VM-065 


These  policies  are  available  only  in  those  jurisdictions  which  permit  the  sale  of  Variable  Life  Insurance. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  (  August  25, 1977 

$100,000,000 

City  Investing  Company 

100,000  Units 

CONSISTING  OF 

$100,000,000  9Vfe%  SINKING  FUND  DEBENTURES  DUE  1997 

WITH 

800,000  SHARES  OF  COMMON  STOCK 


Offered  in  Units,  each  consisting  of  one  Debenture  in  the  principal  amount 
of  $1,000  and  8  shares  of  Common  Stock,  par  value  $1.25  per  share.  The 
Debentures  and  Common  Stock  will  not  be  separately  transferable  prior  to 
October  1,  1977,  or  such  earlier  date  as  may  be  determined  by  City  Invest- 
ing Company  with  the  consent  of  the  Representatives  of  the  Underwriters. 


Price  $1,000 


Plus  accrued  interest  on  the  Debentures  from  date  of  delivery 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  arc  qualified  to  act  as  dealers  in  securities  in  sucli  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Bache  Halsey  Stuart  Shields     Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert 

Incorporated  Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.    Hornblower,  Weeks,  Noyes  &  Trask    E.  F.  Hutton  &  Company  Inc. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 


Loeb  Rhoades  &  Co.  Inc. 


Reynolds  Securities  Inc.       Smith  Barney,  Harris  Upham  &  Co.       Wertheim  &  Co.,  Inc. 

Incorporated 


White,Weld&Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Bear,  Stearns  &  Co. 


L.  F  Rothschild,  Unterberg,  Towbin    Shearson  Hay  den  Stone  Inc.   Warburg  Paribas  Becker 

Incorporated 


lb  the  Lear  jet  owner 
with  a  global  gleam  in  his  eye 


Your  two-engine  business  jet  is  a  fine  plane  for 
short  trips.  But  our  spacious  four-engine  JetStar  II 
makes  those  same  trips  with  ease  — and  opens  a 
new  world  for  you  if  your  company's  plans 
involve  expansion. 

The  Lockheed  JetStar  II  can  take  you  around 
the  world  with  all  the  assurance  that  goes  with 
four,  fuel-thrifty  engines  and  all  the  backup 
systems  of  a  modern,  commercial  airliner.  In  fact, 
JetStar  II  is  really  a  small  airliner,  meeting 
commercial  airline  standards  for  over-water  flight. 
It's  the  only  one  that  does. 

JetStar  II  also  opens  a  new  world  of  comfort 
for  you.  It  takes  you  across  continents  nonstop  in 


a  roomy  cabin  whose  6'  1"  headroom  lets  you 
stand  up  straight.  There's  a  full-size  lavatory, 
larger  even  than  on  most  big  jetliners.  And  a  full- 
size  galley  so  everyone  can  eat  at  the  same  time. 
Plus  lots  of  luggage  space  for  10. 

What's  more,  JetStar  II 's  quiet,  smokeless 
engines  make  it  a  good  neighbor  at  airports. 

Thinking  of  expanding?  Expand  into  a  small 
airliner  unmatched  in  its  flexibility.  JetStar  II. 
For  trips  short  or  long,  there's  nothing  like  it. 
There  won't  be  for  years.  Why  not  compare 
your  older  two-engine  jet  to  a  new 
JetStar  II  in  a  demonstration  flight'' 


Lockheed  JetStar  II 

Gets  you  where  you  want  to  grow  ^ 

Contact  Bryan  Moss,  (404)  424-3206,  Lockheed-Georgia  Company,  Marietta,  CA  30063. 
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1917  what  ACF  stood  for  60  years 

ago- the  year  Forbes  began- as  our 
plants  switched  over  to  help  Uncle  Sam. 
We  were  ready  to  produce  whatever 
America  and  our  allies  needed,  for  the 
companies  that  had  merged  to  form  ACF 
in  1899  were  of  major  stature  even  then- 
with  generations-long  "can  do"  traditions. 

By  Armistice  Day  in  1918,  ACF  employ- 
ees had  built  and  delivered  everything 
that  had  been  asked  of  us:  fast,  sleek 
U-Boat  chasers,  over  30,000  freight  cars, 
trucks  equipped  as  repair  shops,  field 
kitchens,  steel  helmets- and  much  more. 
"|  fl^y^y  America  now  faces  challenges 
JL%y  i  Sofa  far  different  nature- 
especially  in  energy,  transportation  and 


materials  conservation.  Today,  ACF  pro- 
vides valves  and  wellheads  for  oil,  natural 
gas  and  geothermal  wells,  valves  for  facil- 
ities to  generate  electricity,  pipelines, 
refineries  and  industrial  plants.  Freight 
cars  to  move  commodities  economically. 
Mine  and  hopper  cars  to  carry  coal.  Fuel 
systems  for  automobiles  to  increase  effi- 
ciency and  reduce  emissions.  Plastics  to 
replace  metals  in  critical  industrial  appli- 
cations. And  new  sources  of  natural  gas 
and  oil  production. 

We  were  meeting  America's  needs  60 
years  ago.  We  still  are. 

©ACF  INDUSTRIES 
INCORPORATED 
750  THIRD  AVENUE.  NEW  YORK,  N  Y  10017 


Active  Reinsurance.  It  can  free  your  assets. 


Too  often,  a  company's  capital 
is  imprisoned  by  passive  reinsurance. 

Active  reinsurance  goes  beyond 
protection  to  unlock  new  oppor- 
tunities for  profits-  It  helps  you  plan 
long  term  growth.  It  provides  the 
opportunity  to  build  the  financial 
strength  of  your  company  by  using 
the  strength  of  your  reinsurer. 

General  Re 

Leader  in  Active  Reinsurance 


General  Reinsurance  Corporation 
Home  Office:  600  Steamboat  Road 
Greenwich,  Conn.  06830 

Offices  in  Atlanta,  Chicago,  Columbus,  Dallas, 
Hartford,  Houston,  Los  Angeles,  New  York, 
San  Francisco,  Montreal,  Toronto  and  London. 


WE'RE  RIGHT  AT  HOME 
AROUND  THE  WORLD. 


HERE'S  WHERE  IN  THE  U.S. 


New  York,  Chicago,  Cleveland, 
San  Francisco,  Los  Angeles, 
Houston  and  Atlanta  are  just  part 
of  our  international  network  that 
includes  more  than  1,000  offices 
and  branches  in  over  40  different 
countries  around  the  world. 

We're  big:  assets  in  excess  of 
$20billions. 

We're  experienced:  we've 


operated  international  branches 
since  1889. 

And  we're  growing:  we've 
opened  in  13  different  countries 
in  the  last  four  years  alone, 
which  proves  well  go  wherever 
we  have  to,  to  do  the  best  job  of 
handling  your  banking  needs. 

Scotiabank  International. 
At  home  around  the  world. 


Scotiabank  3 

THE  BANK  OF  NOVA  SCOTIA 


General  Office:  44  King  Street  West, Toronto,  Ontario,  Canada.  M5H  1E2 

Antigua,  Argentina,  Australia,  Bahamas,  Bahrain,  Barbados,  Belgium,  Belize,  Bermuda,  Brazil,  Canada,  Cayman  Islands, 
Channel  Islands,  Dominican  Republic,  Egypt,  France,  Germany,  Greece,  Grenada,  Guyana,  Haiti,  Hong  Kong,  Indonesia, 
Ireland,  Jamaica,  Japan,  Lebanon,  Malaysia,  Mexico,  Netherlands,  Netherlands  Antilles,  Norway  Panama,  Philippines, 
Puerto  Rico,  Singapore,  St.  Lucia,  Trinidad  and  Tobago,  United  Kingdom,  United  States,  Virgin  Islands  (Br  ),  Virgin 
Islands  (U.S.). 


Pure  water  is  becoming 
a  scarce  commodity. . . 


able . . .  world-wide. 

We  do  it  with  systems  that  turn 
brackish  water  and  salt  water  into 
fresh,  for  communities  without  any 
other  source.  With  technology 
broad  enough  to  supply  fresh  water 
for  offshore  rigs  and  ships  at  sea, 
or  water  pure  enough  for  pharma- 
ceutical use.  And  with  industrial  ef- 
fluent processing  that  recycles 
valuable  by-products  while  return- 
ing clean  water  to  the  environment. 


And  we've  led  the  way  in  energy  conservation 
with  our  advances  in  combustion  efficiency.  As 
a  result,  you'll  find  our  heat  generating  equipment 
in  use  around  the  world. 

Today,  Aqua-Chem  is  a  recognized  leader  in  every 
field  we  serve.  We  got  here  by  solving  problems... 
building  a  company  where  modern  technology 
and  innovative  thinking  come  together. 


aqua-chem 

MILWAUKEE.  WISCONSIN,  U.S.A. 


A  SUBSIDIARY  OF  THE  COCA-COLA  COMPANY 


ANOTHER  EXAMPLE  OF  HOW  THE  COCA-COLA  COMPANY  IS  HELPING  TO  IMPROVE  THE  ENVIRONMENT 


AC- 19 


Readers  Say 


is  whether  the  damage  is  covered  under 
extended  coverage'  of  the  merchants' 
fire  insurance  policies,  which  would  ap- 
ply to  riot  damage.  So  one  has  yet  de- 
clared the  blackout  looting  a  riot.  People 
who  suffered  damage  during  the  black- 
out are  covered  under  their  policies,  the 
department  said. " 

Energy 

SiR:  What  is  presented  as  an  energy; 
program  is  really  a  tax  program  that 
could  conceivably  help  us  balance  the 
budget,  and  at  the  same  time  substan- 
tially enlarge  the  bureaucracy.  If  we  are 
really  concerned  about  energy,  any 
"windfall  income  accruing  to  the  federal 
government  or  the  energy  companies 
might  well  be  spent  in  the  search  for  and 
research  of  alternate  and  available  ener- 
gy sources. 

—D  O.  Holmes  Jr. 
Columbia  City,  Ind. 

SiR:  Your  effort  to  compare  beef  and 
coffee  price  decreases  due  to  lower  con- 
sumption with  gas  and  energy  pricing 
policies  (Fact  and  Comment,  July  15)  is 
not  realistic.  People  could  get  along 
quite  well  without  beef  or  coffee  but  not 
without  energy.  They  can  decrease  their 
energy  consumption  somewhat,  but  a 
basic  requirement  will  alway  s  exist. 

— Jim  Dapore 
San  Gabriel,  Calif. 

Masterpiece 

SiR:  For  the  past  couple  of  weeks,  I 
have  carried  a  copy  of  your  remarks 
"About  Small  Is  Beautiful,'  Communes 
&  Capitalism"  (Fact  and  Comment,  Aug. 
15)  and  continually  enjoy  rereading  this 
nasterpiece. 

— Albert  V.  Casey 
Chairman  and  President, 
American  Airlines 
New  York,  N.Y. 

SiR:  Your  remarks  are  well  chosen, 
timely,  understandable,  objective  and 
believable. 

— Quentin  E.  Wood 
President  and  CEO, 
•  Quaker  State  Oil  Refining  Corp. 

Oil  City,  Pa. 


SiR:  .  .  .  superb. 


-F.C  Stickler 
Moline,  III. 


SiR:  You  say,  "Do  y  ou  know  a  govern- 
ment bureaucracy  that  is  very  responsive 
to  public  demands?  .  .  .  There  s  no  way 
[for  a  bureaucrat!  to  be  fired."  I  never 
expected  to  hear  such  comments  from 
you.  For  33  years  I  was  a  federal  civil 
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At  National  Steel  Service  Center,  Inc 


What's  the  connection  between  a 
&  increase  in  sales  and  no  increase  in  sales  personnel? 

The  phone. 


:  t  the  National  Steel  Service  Center 
l  idiary  of  National  Steel  Corpora- 
p  President  Jim  Haas  says:  "It's  our 
(  ion  to  become  the  most  dynamic 
Libutor  in  the  flat-rolled  metals 
I'istry."  As  part  of  this  objective,  the 
j  pany  uses  the  phone  to  sell  some 


30,000  accounts. 

It  all  began  in  1971.  At  that  time,  Bell 
Account  Representative  Jim  Silvestri 
worked  with  inside  and  outside  sales- 
people in  a  program  to  sell  existing 
accounts  by  phone. 

Since  then  the  company  has  grown 


from  1 1  to  24  service  centers;  active 
accounts  are  up  from  12,000  to  30,000, 
Sales  have  quadrupled,  yet  sales 
personnel  requirements  have  not 
gone  up. 

Accounts  are  actively  serviced.  "Once 
you  have  an  account,"  say  company 
executives,  "you  have  to  go  after  it  to 
keep  it."  To  do  this,  inside  salespeople 
establish  a  call  pattern  with  the 
accounts.  They  phone  at  specified 
times,  and  are  generally  on  a  first-name 
basis  with  purchasing  people. 

Because  the  inside  sales  staff  does 
only  one  thing— sell— it  is  both  highly 
productive  and  relatively  small.  Cost  of 
a  sale,  using  Long  Distance,  is  low. 
With  salary,  preparation  time,  etc., 
figured  in,  it  runs  about  $4  to  $5. 

But  selling  by  phone  is  just  one 
phase  of  the  company's  total  systems 
approach.  For  instance:  the  salesperson 
is  part  of  a  voice  and  data  communica- 
tions network  which  results  in  imme- 
diate order  processing,  quick  order 
confirmation,  prompt  shipping,  and 
computerized  billing. 

Bell's  Account  Representatives  have 
pinpointed  a  number  of  areas  in  which 
you  can  use  Long  Distance  profitably. 
They  can  help  you  with  sales,  collec- 
tions, inquiries— no  matter  what  your 
company's  size. 

For  more  information,  call  the  toll- 
free  number  now— while  you're  still 
thinking  about  it.  Or  send  in  the  coupon. 
No  obligation. 
The  system  is  the  solution. 

8M-821-2121 

Toll-free  except  in  Alaska  or  Hawaii.  (800- 
892-2121  in  Missouri.)  Or  mail  this  coupon. 
Bell  System  Sales  Center 
811  Main  Street 
Kansas  City,  Missouri  64141 

Yes,  I'm  interested  in  more  information 
about  Selling  Existing  Customers. 

Name  

Tide  

Company  

Street  

City- 


State  

Area  Code_ 


.Zip  Code_ 


-Business  Phone  No.. 


024-005 


Bell  System 


Chances  are,you  know 

The  Continental  Corporation  as 

one  of  the  largest  diversified 

financial  organizations  in  the  US.  

AFFILIATED  COMPANIES  -  Majority  Owned 

AFCO  CREDIT  CORPORATION  ■  AMERICAN  TITLE  INSURANCE  COMPANY  ■  APPLETON  &  COX,  INC. 
BOSTON  OLD  COLONY  INSURANCE  COMPANY  ■  THE  BUCKEYE  UNION  INSURANCE  COMPANY 

BUFFALO  REINSURANCE  COMPANY  •  CAFO  LIMITED  (CANADA)  ■  CAPITAL  FINANCIAL  SERVICES,  INC  AND  SUBSIDIARIES 

COLUMBIA  REAL  ESTATE  TITLE  INSURANCE  COMPANY  ■  COMERCIAL  ASEGURADORA  SUIZO  AMERICANA,  S.A.  (GUATEMALA) 

COMMERCIAL  INSURANCE  COMPANY  OF  NEWARK,  N  J.  ■  THE  CONTINENTAL  INSURANCE  COMPANY 

DINERS  CLUB,  INC.  AND  SUBSIDIARIES  ■  THE  DOMINION  INSURANCE  CORPORATION  (CANADA) 

EQUITABLE  FIRE  INSURANCE  COMPANY  ■  THE  FIDELITY  AND  CASUALTY  COMPANY  OF  NEW  YORK 

FIREMEN'S  INSURANCE  COMPANY  OF  NEWARK.  NEW  JERSEY  ■  FIRST  INSURANCE  COMPANY  OF  HAWAII,  LTD. 

THE  GLENS  FALLS  INSURANCE  COMPANY  ■  GLOBAL  MARINE  SERVICES,  LTD.  (CANADA) 

HARBOR  INSURANCE  COMPANY  ■  HULL  AND  CARGO  SURVEYORS  INC.  ■  KANSAS  CITY  FIRE  AND  MARINE  INSURANCE  CO 

THE  LONDON  SECURITY  REINSURANCE  COMPANY,  LTD.  (UNITED  KINGDOM) 

MARINE  OFFICE  OF  AMERICA  CORPORATION  •  NATIONAL-BEN  FRANKLIN  INSURANCE  COMPANY  OF  ILLINOIS 
NATIONAL-BEN  FRANKLIN  INSURANCE  COMPANY  OF  MICHIGAN  ■  NATIONAL-BEN  FRANKLIN  LIFE  INSURANCE  CORPORATION 
THE  NATIONAL  LIFE  ASSURANCE  COMPANY  OF  CANADA  a  THE  NATIONAL  REINSURANCE  CORPORATION 
NIAGARA  FIRE  INSURANCE  COMPANY  ■  PACIFIC  INSURANCE  COMPANY  ■  PRINCETON  FINANCIAL  SYSTEMS,  INC. 
PUERTO  RICAN-AM ERICAN  CORPORATION  (PUERTO  RICO)  ■  REINSURANCE  FACILITIES  CORPORATION 
ROYAL  GENERAL  INSURANCE  COMPANY  OF  CANADA  ■  SECURITY  REINSURANCE  CORPORATION,  LTD  (BERMUDA) 
SECURITY  REINSURANCE  CORPORATION  (EUROPE)  S.A.  ■  SERVICIOS  Y  COMISIONES  CONTINENTAL.  S.A.  DE  C.V. 
SWETT  &  CRAWFORD  ■  TEXAS  TITLE  GUARANTY  COMPANY,  INC. 

THE  TITLE  INSURANCE  CORPORATION  OF  PENNSYLVANIA  ■  UNDERWRITERS  ADJUSTING  COMPANY 
UNIONAMERICA  INSURANCE  COMPANY,  LTD  (LONDON)  ■  UNITED  STATES  P  &  I  AGENCY,  INC. 
AFFILIATED  COMPANIES  — Not  More  Than  50  Percent  Owned 

ALTE  LEIPZIGER  VERSICHERUNG  A.G.  (GERMAN  FEDERAL  REPUBLIC)  ■  ASIA  INSURANCE  COMPANY,  LTD  (HONG  KONG) 
ASSOCIATED  AVIATION  UNDERWRITERS  ■  COMPANIA  DE  SEGUROS  LA  INTERCONTINENTAL.  S.A.  (DOMINICAN  REPUBLIC) 
COMINDUS  (SOC.  OF  COMMERCIAL  &  INDUSTRIAL  SHARES)  (FRANCE) 
LA  FENIX  DE  COLOMBIA,  S.A.  ■  HAFEZ  INSURANCE  COMPANY,  LTD.  (IRAN) 

THE  INSURANCE  CORPORATION  OF  IRELAND,  LTD.  ■  LONDON  GUARANTEE  &  ACCIDENT  COMPANY  OF  NEW  YORK 
MALAYAN  OVERSEAS  INSURANCE  CORPORATION  (TAIWAN)  ■  PAN  MALAYAN  INSURANCE  CORPORATION  (PHILIPPINES) 
PHOENIX  ASSURANCE  COMPANY,  LTD.  (UNITED  KINGDOM)  ■  PHOENIX  ASSURANCE  COMPANY  OF  NEW  YORK 
PHOENIX  BRASILEIRA  CIA.  DE  SEGUROS  GERAIS  (BRAZIL)  ■  PHOENIX  CONTINENTAL,  S.A.  (BELGIUM) 
PHOENIX  OF  JAMAICA  ASSURANCE  COMPANY,  LTD.  (JAMAICA)  ■  PHOENIX  LATINO  (SPAIN) 
SEGUROS  UNIVERSALES,  S.A.  (GUATEMALA) 

SOCIETE  NOUVELLE  D ASSURANCES  DU  CAMEROUN  ■  SUD  ATLANTICA  COMPANIA  DE  SEGUROS,  S.A.  (ARGENTINA) 
L  UNION  NATIONALE  SOCIETE  GENERALE  D  ASSURANCES  DU  PROCHE  ORIENT  S  A  L.  (LEBANON) 
UNITED  CONTINENTAL  INSURANCE  SDN  BHD  (MALAYSIA)  ■  LA  VENEZOLANA  DE  SEGUROS  OA.  (VENEZUELA) 
VERZEKERING  MAATSCHAPPIJ  MINERVA  N.V  (THE  NETHERLANDS) 

But  with  124  years  of  consecutive 
dividends,  and  12  increases  in  the 
last  17,  a  lot  of  others  know  us  as 
"the  income  company." 

THE  CONTINENTAL  CORPORATION 

80  Maiden  Lane.  New  York.  N  Y  10038 


Microelectronics. 

rhe  basis  for  continuing  innovation. 

From  the  leader... 

Tkxas  Instruments. 


TWA  Flight  Attendants: 
If  you  think  it  s  an  easy  job, 
how  come  only  one 
in  a  hundred  gets  hired? 

TWA  Flight  Attendants  are  a  rare  breed. 

They're  the  kind  of  people  who  can  attend  to  hundreds  of  passengers,  day  in  and 
day  out,  and  still  have  a  smile  for  each. 

They're  the  kind  of  people  who  can  handle  the  smallest  emergencies  or  the  largest 
ones  with  calm  and  confidence. 

lb  do  this  kind  of  work  takes  training.  And  lots  of  it.  So  we  put  our  Flight  Attendants 
through  weeks  of  classroom  instruction,  role  playing,  interviews  and  more. 

We  think  it's  some  of  the  best  training  in  the  industry. 

The  average  TWA  Flight  Attendant.  He  or  she 
is  anything  but  average. 

Each  time 
you  fly  with  us, 
you'll  appreciate 
just  what 
we  mean. 


Michael 
Smith 


Shirley 
Davis 


i 


IN  THE  20's,WHO  WORRIED 
ABOUT  AN  ENERGY  CRISIS? 

America  was  busy  pioneering 
new  and  impossible  dreams. 


But  when,  in  1 928,  a  pipeline 
company  came  to  us  for  the  money  to 
shed  its  swaddling  clothes,  and  we 
arranged  it,  a  tradition  was  born. 

For  as  the  industry  burgeoned,  and 
its  needs  became  exceedingly  complex, 
we  continued  to  develop  new  financing 
techniques  to  sustain  its  growth  here  and 
abroad. 

Last  year,  White  Weld  raised  over 
$1  billion  for  the  energy  sector  of  the 
national  economy  alone,  through  the 
creation  and  management  of  public  bond 
and  equity  issues,  private  placements, 
leveraged  leasing,  and  other  financial 
techniques. 

This  is  the  sort  of  foresight, 
innovation  and  long-term  commitment 
we  bring  to  clients  in  every  sector  of  the 
economy,  worldwide. 

Whether  you're  an  individual  or 
institutional  investor,  we  offer  you 
financial  service  skills  in  28  cities  in  the 
U.S.,  authorized  banking  affiliates  in  3 
countries,  and  offices  in  8  countries 
around  the  globe. 

At  White  Weld,  it's  a  matter  of 
integrity. 


White,  Weld  &  Co. 

Incorporated 

International  Investment  Bankers 

One  Liberty  Plaza, New  York,  NY  10006 
Telephone:  (212)  285-2000 


Bank  of  Hawaii 
is  also  the 
Bank  of  the  Pacific. 


the  Orient. 
When  you  and 
your  customers 
have  business 
anywhere  in  the 
Pacific,  we'd 
like  to  help. 


We  have  76  offices  throughout  the 
Pacific  basin.  That  makes  uj 
the  Pacific's  largest  bank. 

And  we  have 
equity  ownership 
affiliations  with 
Banque  de  Tahiti, 
Bank  of  Tonga, 
Banque  de  Nouvelle 
Caledonie,  and  Pacific 
Commercial  Bank,  Ltd. 
(Western  Samoa),  plus 
correspondent  relation- 
ships with  other  banks  in 
Australia,  New 
Zealand  and 


American  Samoa, 
Guam,  Koror, 
Kwajalein,  Midway, 
Ponape,  Roi  Namur, 
Saipan,  Yap. 

Bank  of  Hawaii 

the  bank  of  the  Pacif  \c* 


VIRGIN 


THAT  PART  OF  THE  UNITED  STATES  IN  THE  CARIBBEAN 


ISLANDS 


"Manufacturers  considering  a  new 
location  should  check  the  U.S.  Virgin 
Islands."  Moms  Moses  Oirec(or 


BUSINESS  CLIMATE 
As  part  of  the  U.S.,  the  Virgin  Islands 
economy  is  closely  connected  with  that  of 
the  mainland,  with  both  large  and  small 
manufacturing  industries  located  here. 

CENTRAL  LOCATION 
The  U.S.  Virgin  Islands  is  only  3Vz  hours 
by  air  from  New  York,  2Vi  hours  from 
Miami,  and  is  strategically  located  to 
serve  Mexico,  Central  and  South 
America  and  the  Caribbean. 

LABOR 

Skilled  and  semi-skilled  labor  is  avail- 
able in  the  40,000-plus  labor  force.  The 
Department  of  Labor  will  gladly  assist  in 
finding  people  eager  to  work. 

INTERNATIONAL  BANKING 
International  business  can  be  conducted 
through  one  of  the  many  local  or  interna- 
tional banking  institutions  on  the  is- 
lands. 


INDUSTRIAL  DEVELOPMENT 
LAW 

Recent  passage  of  a  new  Industrial  De- 
velopment Law  makes  possible  in- 
creased benefits  for  a  period  often  years, 
in  accordance  with  the  Government's 
goal  of  promoting  development  and  di- 
versification of  the  economy  and  employ- 
ing more  Virgin  Islands  residents. 

INCOME  TAX 

★  90%  REFUND  FOR  10  YEARS 

CUSTOMS  DUTIES 

★  90%  REFUND  FOR  10  YEARS 

10  YEARS 

*  NO  GROSS  RECEIPTS  TAX 

*  NO  PROPERTY  TAX 

*  NO  EXCISE  TAX 

*  DUTY  FREE 

Investigate  the  profitability  of  a  U.S.  Vir- 
gin Islands'  plant  location  with  NO 
DUTY  into  the  U.S.  on  your  manufac- 
tured products  provided  you  meet  the 
value  added  requirement 

Security  under  the  U.S.  Flag 
pV'XjS-  U.S.  Currency  and  Language 

Mean  temperature  of  78-82°F  year  round 


VIRGIN  ISLANDS  DEVELOPMENT  COMMISSION  FB 

P.O.  BOX  1692,  ST.  THOMAS,  UNITED  STATES  VIRGIN  ISLANDS  00801 


Readers  Say 


service  employee.  I  would  have  put  the 
average  civil  service  employee  against 
the  average  business  or  industrial  worker 
with  respect  to  productivity,  dedication 
to  the  job,  responsiveness  to  the  public 
any  day  of  the  week  and  would  have 
needed  to  make  no  apologies  in  the  com- 
parison. Those  who  didn  t  produce  were 
either  assigned  to  other  jobs  or  terminat- 
ed. Yes,  terminated.  It  may  be  more 
difficult  under  civil  service  rules  but  it 
can  be  done.  Many  inefficient  industrial 
employees  are  kept  on  the  job  to  avoid 
union  action. 

—Cecil  E.  Wright 
Waynesboro,  Va. 

SiR:  The  very  things  you  condemn  in 
government  also  exist  in  the  private  sec- 
tor on  the  same  scale.  How  many  times 
have  you  walked  into  a  store  and  had  to 
deal  with  a  surly  salesperson?  How  many 
times  have  consumer  complaints  gone 
unanswered  or  has  a  form  letter  been 
sent  in  response?  How  many  times  have 
you  purchased  inferior  merchandise? 
The  majority  of  shoplifting  losses  comes 
from  employees.  The  consumer  pays  for 
these  losses  in  higher  costs  per  item.  No 
company  could  remain  in  business  were 
it  not  able  to  pass  along  to  the  public  the 
costs  of  its  mistakes,  losses  and 
indiscretions. 

— Fred  H.  Mays 
Civil  Servant 
Northridge,  Calif. 

The  Genuine  Ultimate 

SiR:  The  ultimate  ego  trip  is  not  a 
totally  illegible  signature  (Fact  and  Com- 
ment, Aug.  15).  The  ultimate  ego  trip  is 
extruding  ones  by-lines,  initials  and 
philosophical  pablum  into  every  spare 
column-inch  of  space  in  one's  very  own 
(and  otherwise  first-rate^  magazine.  Life 
is  just  too  short  to  devote  an  extra  mea- 
sure of  time  to  the  worthless,  mindless 
pursuit  of  legibility. 

— Rick  Ackerman 
Margate,  N.J. 

Three-Time  Winner 

Sir:  Kemper  Total  Return  Fund 
should  have  a  (3)  after  its  name  for  the 
number  of  times  on  your  Honor  Roll 
(Aug.  15)  since  it  made  the  Honor  Roll  in 
1976  and  1975  under  the  name  Super- 
vised Investors  Income  Fund. 

— Gordon  P.  Wilson 
Vice  President, 
Kemper  Total  Return  Fund 
Chicago,  III- 

A  selection  of  letters  previously  published 
in  Forbes  over  the  past  60  years  begins  on 
page  244. 
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NOW  TWO  CAN  COPY 
CHEAPER  THAN  ONE. 


One  Xerox  36001 


Two  Pitney  Bowes  PBCs. 


/  7.\ 


With  the  new 
Pitney  Bowes  High 
Volume  Price  Plan,  for  what 
your  present  copier  is  costing  you, 
you  could  have  two  Pitney  Bowes  PBC® 
Plain  Bond  Copiers  and  some  money  left  over. 

And  only  Pitney  Bowes  averages  your  copies,  and  bills  youTor  the  total 
on  one  invoice.  So  once  you  install  your  two  new  PBC  Copiers,  you're  not 
required  to  make  a  monthly  minimum  for  either  one.  In  short,  Pitney  Bowes 
doesn't  penalize  you  for  putting  one  in  a  busier  location  than  the  other. 

So  you'd  better  start  counting  your  copies.  Because  if  you're  making 
32,000  or  more,  you  could  save  a  bundle. 


Pitney  Bowes  new  high  volume  price  plan  vs.  Xerox  (cost  per  month) 

Copies 
per  month 

Pitney  Bowes  new 
high  volume  plan 

Xerox  2400 
XRP  annual 

Xerox  3600-1 
XRP  annual 

Xerox*  7000 
XRP  annual 

one  unit 

two  units 

32,000 

$632 

$720 

$905 

$928 

$1045 

35,000 

$683 

$771 

$956 

$982 

$1099 

40,000 

$768 

$856 

$1041 

$1072 

$1189 

(Based  on  June  1 .  1977  prices  ) 


For  full  information,  write  us:  Pitney  Bowes,  1784  Crosby  Street,  Stamford, 
Connecticut  06904,  or  call  toll  free  any  time  800-243-5676.  (In  Connecticut 
1-800-882-5577.)  Over  400  sales  or  service  points  throughout  the  U.S.  and 
Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Counters  and  Imprinters, 
Collators  and  Finishing  Systems,  Addresser-  D 
printers,  Labeling  and  Marking  Systems.       =jjp  PltllGy  BOW6S 

Because  business  travels 
at  the  speed  of  paper. 


'Xerox  is  a  registered  trademark  ot  Xerox  Corporation 


LOUISIANA-PACIFIC  REPORTS  RECORD  SALES, 
IMPROVED  EARNINGS  AND  GREATER  PRODUCTION. 
BUT  THAT'S  NOT  THE  WHOLE  STORY. 


Sales  and  earnings  for  1977 
(continue  to  build  on  the  signifi- 
cant improvement  reported  for 
|976.  First  half  1977  results  showed 
[record  sales  and  cash  flow  as 
\L/e\\  as  improved  earnings. 

How? 

Because,  as  industrial,  export 
[pnd  home  building  markets  con- 
tinue to  expand,  our  investments 
[pf  the  last  four  years  are  paying 
;bff.  Our  plan— strategic  growth, 
:|nodernization  and  greater  pro- 
ductivity—has  given  us  the  ca- 
pacity to  produce  more  lumber, 
Inore  particleboard,  more  red- 
wood and  more  millwork  than 
falmost  anyone  else  in  the  world. 
|A/e  also  produce  sizable  vol- 
umes of  kraft  and  dissolving  pulp, 
plywood,  hardwood  veneer  and 
(hardwood  and  softwood  chips 
lor  world  pulp  markets.  We  back 
lhat  up  with  2.6  million  acres  of 
controlled  timber,  including 
11700,000  acres  owned  outright. 

GROWTH  STARTS  WITH  TREES. 

[  Since  1973,  L-P  has  spent  more 
Irian  $318  million  on  land  and 
imber  additions.  Most  of  these 
pre  in  the  fertile  Pacific  Region 
jl/here  volume  per  acre  is  the 
greatest. 

In  Alaska,  we  now  own  one  of 
"North  America's  largest  dissolv- 
ing pulp  mills.  Along  with  three 
(modern  sawmills  and  cutting 


lacked  by  4.9  billion  board  feet  of  fiber,  our  Ketchi- 
lan  operations  can  produce  215.000  tons  of  pulp 
hnd  160  million  board  feet  of  export  lumber  annually 


rights  to  800,000  acres  of  timber, 
L-P  is  ideally  positioned  to  serve 
improving  markets  in  the  Pacific 
Rim  and  around  the  world. 

Timber  supplies  for  all  our  80 
plants  and  mills  in  14  states  look 
good.  On  the  average,  we  ob- 
tain 50%  of  all  the  timber  we  need 
each  year  from  our  controlled 
acreage. 

TURNING  FIBER  INTO  DOLLARS. 

Our  operations  are  not  only 
close  to  the  fiber,  they're  close 
to  important  regional  markets. 
They  are  well  positioned  to  serve 
home  building  and  industrial 
users  in  the  West,  South  and  Mid- 
west, as  well  as  key  export  mar- 
kets in  the  Pacific  Rim,  Europe 
and  Scandinavia. 

Industrial  markets  are  increas- 
ing in  importance.  Particleboard, 
for  instance,  is  used  to  manufac- 
ture everything  from  fine  furniture 
to  vegetable  crates.  Respond- 
ing to  this,  L-P  expanded  produc- 
tion with  three  new  plants  to 
produce  industrial  grades. 

These  new,  high-technology 
facilities  in  Montana,  Alabama 
and  California  broaden  our  in- 
dustrial particleboard  penetra- 
tion. And  to  better  serve  diverse 
industrial  markets,  we  are  organ- 
ized to  finish  and  cut  panels  to 
order. 

Don't  forget  the  raw  materials 
for  these  profitable  products  are 
reclaimed  "waste"  from  our  lum- 
ber and  plywood  operations. 
What  chips  we  don't  convert  to 
pulp  we  sell  both  here  and 
abroad.  And  other  wood  wastes 
even  fuel  a  new  20-mega-watt 
turbine  generator  at  our  Samoa, 
California  complex  making  it 
almost  completely  energy  self- 
sufficient. 

A  well-balanced,  flexible  earn- 


ings base  is  key  to  our  target  of 
15%  annual  growth,  peak-to- 
peak/trough-to-trough.  Total 
ownership  of  the  Ketchikan  op- 
erations will  benefit  pulp  and 
lumber  sales  and  add  signifi- 
cantly to  our  long  term  timber 
supplies.  And  improving  world 
markets,  our  new  distribution,  mar- 
keting and  sales  programs  plus 
future  additions  to  our  earnings 
base,  will  contribute  even  further 
to  earnings  potential. 


Goals  and  Trends/  Earnings  per  share 


Goal:  1556 
compound  annual 
.growth  rate  J 


Trough.  13  5% 
compound  annua! 
growth  rate  ' 


.56  .84    .32   .84  1.15  2.47  2.12  .62  1.51 

J  I  L_J  L  ' 


68"  69*  70*  7T  72'  73    74    75    76    77    78    79  80 
"Reflects  earnings  attributed  to  assets  spun-off  on 
January  5  1973  to  form  Louisiana-Pacif ic  Corp. 


THE  BOTTOM  LINE. 

That  brings  us  to  the  reason  for 
this  message.  Louisiana-Pacific's 
balance  sheet,  financial  strength, 
conversion  facilities  and  market 
opportunities  have  never  looked 
better.  For  the  whole  story,  and  our 
latest  interim  financial  report,  ask 
your  broker  or  write:  G.  R.  Griffin, 
Louisiana-Pacific  Corporation, 
Dept.  V,  1300  S.W.  Fifth  Ave., 
Portland,  Oregon  97201. 


Louisiana-Pacific 


THEY  CAN  PUT  A  LIMIT 

ON  SPEED. 

BUT  THEY  CANT  PUT  A 
MIT  ON  QUICKNESS. 


Just  because  the  law  says  you  can  t  drive  over 
S3  miles  per  hour  doesn't  mean  you  shouldn't  be 
able  to  go  fast. 

All  you  need  is  a  car  designed  to  perform  well 
where  it's  legal:  in  the  0  to  55  m.p.h.  range. 

In  a  high-speed  pass,  for  example  a  Volvo  240 
with  its  overhead  cam  4-cylinder  engine  accelerates 
as  fast  as  an  Olds  Cutlass  with  a  V-8. 
H      A  Volvo  240  is  also  noted  for  how  quickly  it 
I  can  decelerate. 

In  a  comparison  of  braking  times  (with  each 
_    car  carrying  the  added  weight  of  a  front  seat 

passenger)  a  Volvo  240  stops  faster  than  a 
BMW  530. 

For  those  times  when  you  have  to  maneuver 
quickly,  Volvo  offers  the  quickness  and  precision  of 
rack  and  pinion  steering.  And  Volvo's  spring-strut 
suspension  keeps  the  car  hugging  the  road... even  if 
you  should  have  to  make  a  sudden  evasive 
maneuver  to  avoid  the  unexpected. 
These  things  not  only  make 
Volvo  a  car  you  can  drive 
and  feel  safe  in. They 
make  Volvo  a  car  you  can 
drive  and  have  fun  in. 
And  even  in  a  sensible 
family  car,  there's  no 
law  against  that. 
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VOLVO 

The  car  for  people  who  think 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  SHOULD  SUPPORT  COMMUNISM 

in  Russia.  Imagine  what  competition  the  Soviets  would  be  if  they  converted  to  free  enterprise  capitalism. 

IF  THE  STOCK  MARKET  DROPS  FURTHER 

there's  absolutely  no  sound  reason  in  the  world  for  it.  more — in  many  cases,  much  more — than  the  current  prices  of 

Which  isn  t  to  sa\  it  won't.  their  shares 

If  there's  any  worth  at  all  in  the  vast  majority  of  corporations  Those  who  buy  now  will  be  well  ahead  of  the  gain>  within  a 

listed  on  the  New  York  Stock  Exchange,  most  of  em  are  worth  year  or  two. 

LANCING  LANCE  GETTING  TO  WITCH-HUNT  PROPORTIONS 

and  with  about  as  much  justification — and  justice — as  meted  out  to  those  reportedly  burned  and  boiled  in  the  Salem  days  of  1692. 

EVERYBODY  BUT  THE  EXPERTS  KNOWS  SOLAR  HEAT 

is  the  wave  of  the  not-so-distant  energy  future.  The  trickle  is  of  solar  energy  use  is  decades  away  just  don  t  understand  the 

here,  and  on  stream  is  in  sight.  Stanford  Ovshinsky's  develop-  power  under  the  free  enterprise  system  that  results  from  the 

ment  of  a  cheap  way  to  convert  sunlight  and  heat  directly  into  combination  of  Demand  and  Reward. 

electricity  is  the  latest  in  multiplying  solar  breakthroughs.  Experts  too  often  tend  to  think  in  the  framework  of  what  is, 

Those  energj  experts  who  preach  that  a  meaningful  amount  rather  than  what  can  be. 

WHATEVER  BECAME  OF 

W  alter  F.  Mondale? 

A  FIRST-RATE  CRACK  AT  YOUTH  JOBLESSNESS 


A  long  time  of  unemployment  is  pretty  devastating  for  those 
who  are.  Rut  it  is  perhaps  most  wickedly  corrosive  on  the 
young,  particularly  in  big  cities.  They  have  neither  the  exper- 
ience, the  cynicism  nor  the  resignation  that  comes  with  living 
longer.  Their  anger  and  their  juices  boil  quicker. 

The  recently  passed  Administration  bill  creating  a  Young 
Adult  Conservation  Corps  to  put  35,000  hard-core  unem- 
ployed youths  to  do  needed  good  work  in  our  national  parks 
and  forests  is  a  Right-on  approach.  The  measure  also  provides 
for  jobs  and  job  training  for  over  140,000  young  people,  which 


will  include  rehabilitating  parks  and  recreation  areas,  and 
weatherproofing  low-income  public  housing  to  save  fuel. 

It's  a  rare  example  of  how  direct  government  spending  is  the 
best  way  to  handle  this  very  tough  part  of  the  unemployment 
problem. 

The  only  effective  way  to  reduce  unemployment  among  our 
other  jobless  millions  is  for  Carter  and  Congress  to  make 
investment  in  businesses  a  sounder,  more  remunerative  way  to 
use  sav  ings  than  stashing  em  away  in  the  job-sterile  safety  of 
mattresses,  gold  bars  and  Governments. 


THAT  HUBERT  HUMPHREY'S  SICK  WITH  CANCER 

is  a  most  sad  thing.  His  ebullient  intelligence  and  heart-led  life  do  the  most  good  for  the  most  people  most  in  need  of  it. 

have  enabled  this  great  Good  Guy  to  overcome  so  many  *    *  * 

insurmountable  obstacles  that  we  can  all  pray  he  11  do  it  again.  Hubert,  you've  earned  the  rest  the  doctors  will  try  to  make 

Senator  Humphrey  is  unique  in  public  life.  He  wore  his  you  take,  but  I  don't  believe  for  a  minute  you'll  take  it  eas>  this 

ambitions  so  well.  They  were  aimed  at  getting  where  he  coidd  side  of  heaven. 
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WHAT'S  FAME,  AND  WHOSE  LASTS  HOW  LONG? 


Nothing  more  dramatically  illustrates  the  fickleness  of  the 
Fame  Game  than  to  look  at  the  past  Forbes  Fifty  Foremost 
Business  Leaders — of  1917,  our  birth  year  six  decades  ago:  the 
30th  anniversary  Fifty  and  then  the  4()th  anniversary  Fifty. 

It's  fascinating  to  note  that  many  of  the  names  of  men  that 
my  father  was  wont  to  call  "nabobs'  no  longer  ring  a  bell — and 


how  a  few  of  them  now  ring  a  far  different  bell  (see  pages 
beginning  on-  Port  folio  14  and  Portfolio  69). 

Corporations  may  have  a  legally  limitless  life,  but  in  fact 
their  longevity  depends  completely  on  the  continuity  of  brains 
in  their  Headmen.  These  corporate  legal  entities  can't  survive 
human  nonentities. 


IN  1917,  B.C.  FORBES  WROTE  THE  BEST-SELLER 
"MEN  WHO  ARE  MAKING  AMERICA," 
BIOGRAPHIES  OF  THE  "FIFTY  FOREMOST'  BUSINESS  LEADERS 


John  D.  Archbold 

Henry  Ford 

Darwin  P.  Kingsley 

John  G.  Shedd 

Standard  Oil  of  N.J. 

Ford  Motor  Co. 

New  York  Life 

Marshall  Field  b  Co. 

J.  Ogden  Armour 

James  B.  Forgan 

Insurance  Co. 

E.  C.  Simmons 

Armour  b  Co. 

First  National 

Cyrus  H.  McCormick 

Simmons 

George  F.  Baker 

Bank  of  Chicago 

International 

Hardware  Co. 

First  National 

Henry  C.  Frick 

Harvester  Co. 

James  Speyer 

Bank  ofN.Y. 

Frick  b  Co. 

J.  P.  Morgan 

Speyer  b  Co. 

A.  C.  Bedford 

Elbert  H.  Gary 

J. P.  Morgan  b  Co. 

James  Stillman 

Standard  Oil  of  N.J. 

U.S.  Steel  Corp. 
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William  H.  Nichols 

Banker 

Alexander  Graham  Bell 

William  A.  Gaston 

General  Chemical  Co. 

Theodore  N.  Vail 

Bell  Telephone  Co. 

National  Shawmut 

John  H.  Patterson 

American  Telephone 

Andrew  Carnegie 

Bank 

National  Cash 

b  Telegraph  Co. 

Carnegie  Steel  Co. 

George  W.  Goethals 

Register  Co. 

Cornelius  Vanderbilt 

H.P.  Davison 

Engineer 

George  W.  Perkins 

New  York  Central 

Morgan  b  Co. 

Daniel  Guggenheim 

Banking 

Frank  A.  Vanderlip 

Robert  Dollar 

American  Smelting 

George  M.  Reynolds 

National  City  Bank 

Dollar  Steamship  Co. 

b  Refining  Co. 

Continental  b  Com- 

of NY. 

W.L.  Douglas 

John  Hays  Hammond 

mercial  National 

Paul  M.  Warburg 

Douglas  Shoe  Co. 

Consulting  Mining 

Bank  of  Chicago 

Banker 

James  B.  Duke 

Engineer 

John  D.  Rockefeller 

John  N.  Willys 

American  Tobacco 

August  Heckscher 

Standard  Oil  of  N.J. 

Willys-Overland 

Company 

Zinc  and  Real  Estate 

Julius  Rosenwald 

Thomas  E.  Wilson 

T.  Coleman  du  Pont 

A.  Barton  Hepburn 

Sears,  Roebuck  b  Co. 

Wilson  &  Co. 

dn  Pont  Powder  Co- 

Chase  National  Bank 

John  D.  Ryan 

F.  W.  Woolworth 

George  Eastman 

Samuel  Insull 

Anaconda  Copper  Co. 

F  W.  Woolworth  Co 

Eastman  Co. 

Utilities 

Jacob  H.  Schiff 

Thomas  A.  Edison 

Otto  H.  Kahn 

Banker 

Inventor 

Kuhn,  Loeb  b  Co. 

Charles  M.  Schwab 

James  A.  Farrell 

Minor  C.  Keith 

Bethlehem  Steel 

U.S.  Steel  Corp. 

United  Fruit  Co- 

Corp. 

ON  FORBES'  30th  ANNIVERSARY,  THE  "FIFTY  FOREMOST'  OF  1947 


Winthrop  W.  Aldrich 

Willard  H.  Dow 

Eugene  Holman 

Thomas  W.  Martin 

Chase  National  Bank 

Doti>  Chemical  Co. 

Standard  Oil  of  N.J. 

Alabama  Power  Co. 

Stanley  C.  Allyn 

Benjamin  F.  Fairless 

Charles  R.  Hook 

Richard  K.  Mellon 

National  Cash 

United  States  Steel 

American  Rolling 

T.  Mellon  b  Sons 

Register  Co. 

Corp. 

Mill  Co. 

Charles  E.  Merrill 

John  D.  Biggers 

Harvey  S.  Firestone  Jr. 

Eric  Johnston 

Merrill  Lynch,  Pierce, 

Libbey-Owens-Ford 

Firestone  Tire 

Motion  Picture 

Fenner  b  Beane 

Glass  Co. 

b  Rubber  Co. 

Association 

Fowler  McCormick 

Lewis  H.  Brown 

Henry  Ford  II 

of  America,  Inc. 

International 

Johns-Manville  Corp. 

Ford  Motor  Co. 

W.  Alton  Jones 

Harvester  Co. 

Walter  S.  Carpenter  Jr. 

Clarence  Francis 

Cities  Service  Co. 

Ernest  E.  Norris 

E.  I.  du  Pont 

General  Foods  Corp. 

Henry  J.  Kaiser 

Southern  Railway 

de  Nemours  b  Co. 

L.  M.  Giannini 

Kaiser-Frazer  Corp. 

System 

Martin  W.  Clement 

Bank  of  America 

K.  T.  Keller 

Edgar  M.  Queeny 

Pennsylvania 

Walter  S.  Gifford 

Chrysler  Corp. 

Monsanto 

Railroad  Co. 

American  Telephone 

James  F.  Lincoln 

Chemical  Co. 

John  L.  Collyer 

b  Telegraph  Co. 

Lincoln  Electric  Co. 

James  H.  Rand 

B.  F.  Goodrich  Co. 

Bernard  F.  Gimbel 

Leroy  A.  Lincoln 

Remington-Rand, 

C.  Donald  Dallas 

Gimbel  Bros. ,  Inc. 

Metropolitan  Life 

Inc. 

Revere  Copper 

Samuel  Goldwyn 

Insurance  Co. 

Gordon  S.  Rentschler 

b  Brass,  Inc. 

Samuel  Goldwyn 

Henry  R.  Luce 

National  City  Bank 

Richard  R.  Deupree 

Productions 

Time  Inc. 

of  N  Y. 

Procter  b  Gamble  Co. 

Eugene  G.  Grace 

Charles  Luckman 

Edward  V.  Rickenbacker 

Donald  W.  Douglas 

Bethlehem  Steel  Corp. 

Lever  Brothers  Co. 

Eastern  Air  Lines 

Douglas  Aircraft 

Paul  G.  Hoffman 

Glenn  L.  Martin 

Nelson  A.  Rockefeller 

Co.,  Inc. 

The  Studebaker  Corp. 

Glenn  L.  Martin  Co. 

Rockefeller  Center 
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David  Sarnoff 
Radio  Corp.  of 
America 

Emil  Schram 

N.Y.  Stock  Exchange 


Thomas  J.  Watson 
International 
Business  Machines 

Charles  E.  Wilson 
General  Electric  Co. 


Charles  E.  Wilson 

General  Motors  Co- 
Gen.  Robert  E.  Wood 
Sears,  Roebuck 
h  Company 


Robert  W.  Woodruff 
The  Coca-Cola  Co- 
Robert  R.  Young 
Chesapeake  ir  Ohio 
Railway  Co. 


ON  FORBES'  40th  ANNIVERSARY,  THE  '  FIFTY  FOREMOST'  OF  1957 


William  M.  Allen 

Boeing  Airplane  Co. 
Stanley  C.  Ally" 
.    National  Cash 

Register  Co. 
Stephen  D.  Rechtel 

Bechtel  Corp. 
S.  Clark  Beise 

Bank  of  America 

NTbSA 
John  D.  Biggers 

Libbey-Owens- 

Ford  Glass  Co. 
Roger  M.  Rlough 

U.S.  Steel  Corp. 
Harold  Boeschenstein 

Owens-Corning 

Fiherglas  Corp. 
Gen.  Lucius  D.  Clay 

Continental 

Can  Co.,  Inc. 
Lester  L.  Colbert 

Chrysler  Corp. 
John  S.  Coleman 

Burroughs  Corp. 
John  L.  Collyer 

B.  F.  Goodrich  Co. 
Ralph  J.  Cordiner 

General  Electric  Co. 
Charles  R.  Cox 

Kennecott  Copper  Corp. 


Harlow  H.  Curtice 

Frederick  R.  Kappel 

Cyrus  R.  Smith 

General  Motors  Corp. 

American  Telephone  i? 

American  Airlines,  Inc. 

Harry  A.  deButts 

Telegraph  Co. 

Winthrop  H.  Smith 

Soxithern  Railway  Co. 

James  M.  Kennedy 

Merrill  Lynch,  Pierce, 

Morse  G.  Dial 

Revere  Copper  iy 

Fenner  is  Beane 

Union  Carbide  Corp. 

Brass,  Inc. 

Philip  Sporn 

Leland  I.  Doan 

Henry  R.  Luce 

American  Gas  i? 

Dow  Chemical  Co. 

Time  Inc. 

Electric  Co. 

Donald  W.  Douglas 

David  L.  Luke 

Norman  H.  Strouse 

Douglas 

W.  Virginia  Pulp  i? 

J .  Walter  Thompson  Co. 

Aircraft  Co.,  Inc. 

Paper  Co. 

Gardiner  Symonds 

Cyrus  S.  Eaton 

Leonard  F.  McCollum 

Tennessee  Gas 

Banking,  Iron  Ore, 

Continental  Oil  Co. 

Transmission  Company 

Steel,  Coal, 

John  E.  McKeen 

Edwin  J.  Thomas 

Transportation 

Chas.  Pfizer  i?  Co.,  Inc. 

Goodyear  Tire  {7 

Frederic  W.  Ecker 

Richard  K.  Mellon 

Rubber  Co. 

Metropolitan  Life 

Mellon  National  Bank  ir 

Thomas  J.  Watson  Jr. 

Insurance  Company 

Trust  Company 

International  Business 

Henry  Ford  II 

Frank  Pace  Jr. 

Machines  Corp. 

Ford  Motor  Co. 

General  Dynamics 

Sidney  J.  Weinberg 

Crawford  W.  Greenewalt 

Corp. 

Goldman,  Sachs  &■  Co. 

E.  I.  du  Pont 

Donald  C.  Power 

Charles  M.  White 

de  Nemours  ir  Co. 

General  Telephone 

Republic  Steel  Corp. 

Eugene  Holman 

Corp. 

William  K.  Whiteford 

Standard  Oil  o  f  N.J. 

Donald  J.  Russell 

Gulf  Oil  Corp. 

Theodore  V.  Houser 

Southern  Pacific  Co. 

Irving  W.  Wilson 

Sears,  Roebuck  h  Co. 

David  Sarnoff 

Aluminum  Co. 

George  M.  Humphrey 

Radio  Corp.  of  America 

of  America 

National  Steel  Corp. 

Carrol  M.  Shanks 

Robert  R.  Young 

W.  Alton  Jones 

Prudential  Insurance 

New  York  Central 

Cities  Service  Co. 

Co.  of  America 

System 

BOARDS 

can  no  longer  afford  bores. 


BEING  ON  A  BOARD  OF  DIRECTORS 

these  days  is  more  onerous  than  honorous. 


WHAT  ONE  HAND  GFVETH  .  .  . 

By  M.S.  Forbes  Jr. 


Shortly,  the  Carter  Administration 
will  unveil  its  tax-reform  package. 
There  will  be  considerable  ballyhoo 
about  how  much  money  this  goody 
will  save  us.  Don't  be  misled.  No  one 
is  going  to  end  up  saving  anything. 

True  enough,  income  taxes  will 
probably  be  cut  by  $8  billion  to  $15 
billion.  But  what  people  save  here 
will  be  more  than  taken  up  by  what 
they  will  pay  in  additional  energy  and 
Social  Security  taxes.  Being  political- 
ly astute,  President  Carter  is  not  slap- 
ping these  levies  directly  on  the  con- 
sumer. Instead  they  will  be  in- 
direct— but  no  less  costly. 

The  President,  for  instance,  wants 
to  add  a  multibillion-dollar  tax  on 
wellhead  oil,  which  would  then  be 
passed  on  in  the  form  of  higher  petro- 
leum prices.  "Greedy"  oil  companies 
will  take  the  heat  for  this. 

To  stave  off  Social  Security  bank- 
ruptcy, the  President  and  Congress 


are  likely  to  boost  enormously  the 
payroll  tax  that  supports  the  system. 
Traditionally,  the  cost  of  Social  Secu- 
rity has  been  split  between  the  em- 
ployer and  the  employee.  This  time, 
the  employer  will  pay  the  bulk  of  the 
increase.  When  enacted,  the  plan  will 
cost  business  an  additional  $10  billion 
or  more  annually.  But,  like  energy, 
most  of  the  cost  will  be  passed  on  to 
the  consumer. 

The  President  is  determined  to  bal- 
ance the  budget  by  fiscal  1981,  and  he 
is  going  to  achieve  that  goal  by  hiking 
taxes — for  all. 

OVERDOING  A  GOOD  THING 

Too  often  in  government  a  worthy 
program  such  as  Social  Security  is 
marred  by  excess. 

A  new  example:  the  federal  black- 
lung  program.  The  project  was  origi- 
nally designed  to  compensate  miners, 
their  survivors  and  dependants  when 


death  or  total  disability  resulted  from 
this  hideous  disease.  In  coming 
weeks,  however,  Congress  will  likely 
liberalize  the  system,  abusing  its 
original  intent. 

As  it  currently  stands,  the  pro- 
posed changes  would: 

•  Make  miners  automatically  eligi- 
ble for  benefits  after  working  a  certain 
number  of  years  whether  they  have 
the  disease  or  not. 

•  Forbid  the  government  from 
taking  its  own  reading  of  chest  X  rays 
submitted  by  claimants.  Currently, 
the  government  checks  these  X  rays 
to  ensure  that  claimants  do  indeed 
have  black  lung. 

•  Significantly  ease  the  definition 
of  disability  and  otherwise  liberalize 
evidence  and  claims  procedures. 

The  changes  will  cost  many  mil- 
lions of  dollars.  Once  more  the  merits 
of  a  program  will  be  overshadowed  b) 
its  costly  shortcomings. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Who  Wants  To  Be  the  Veep? 

"There  is  no  way  on  earth  people  can 
take  the  Vice  President  of  the  United 
States  seriously,"  [Walter]  Mondale  had 
once  told  a  newspaper  columnist.  He 
was  now  taking  the  whole  thing  very 
seriously  indeed — his  staff  and  [John] 
Glenn's  checked  with  the  New  York 
Telephone  Co.  to  find  out  the  cost  of 
installing  special  telephones  so  that  Jim- 
my Carter  would  not  get  a  busy  signal  if 
he  decided  to  call  them. 

— Richard  Reeves,  Convention 

Rust  on  Ralph 

The  whole  point  of  Nader — so  obvious 
that  it  is  often  overlooked — is  his  single- 
minded  dedication  to  making  the  free 
enterprise  system  work  as  it's  supposed 
to  ...  to  make  marketplace  realities  of 
the  very  virtues  that  businessmen  as- 
cribe to  the  system. 

Nader's  focus  is  usually  on  the  first 
business  of  business — its  products  and 
services.  His  primary  insistence  is  on 
products  that  perform  as  they  are  sup- 
posed to,  on  warranties  that  protect  the 
buyer  at  least  as  much  as  the  seller,  on 
services  that  genuinely  serve. 

The  manufacturer  that  landscapes  the 
factory  site  but  hedges  the  obligations  in 
his  product  warranty  has  a  misplaced 
sense  of  priorities. 

— Edward  B.  Rust, 
CEO,  State  Farm  Co., 
in  a  speech  while  president  of  the 
U.S.  Chamber  of  Commerce. 

The  Blameless  Ones 

New  discoveries  of  government  foul- 
ups  are  making  taxpayers  ask  whether 
anyone  ever  takes  the  blame  when 
things  go  sour  in  Washington. 

Enough    arms    and   ammunition  to 


resort  to  an  almost  endless  maze  of  hear- 
ings, appeals.  Usual  solution:  transfer  to 
a  do-nothing  job  at  same  pay.  An  investi- 
gator explains:  "You  can  never  put  your 
finger  on  anyone  when  something  goes 
wrong.  In  the  bureaucracy,  one  person  is 
never  responsible." 

Don't  count  on  any  change.  Official- 
dom has  survived  reforms  before. 

— U.S.  News  b  World  Report 

Wind  Won  the  West 

The  real  sound  of  Western  civilization 
bludgeoning  its  way  across  the  plains  was 
not  the  crack  of  a  rifle,  but  a  rhythmic, 
sotto  voce  harrumph  chatter  chatter 
clank  bang  clank,  harrumph  chatter  chat- 
ter clank  bang  clank.  .  .  .  Without  water 
there  would  have  been  no  Midwest,  no 
steam  for  the  trains  to  cross  it,  no  early 
irrigation  in  Nebraska,  no  vast  cattle 
ranges  in  Texas.  And  without  the  wind- 
mills, there  would  have  been  almost  no 
water.  — Michael  Parrish,  Outside 

Morgan's  Reserve 

In  the  power  structure  of  the  financial 
world  he  [J. P.  Morgan]  left  an  empty 
place  that  no  private  individual  would 
ever  fill  again.  In  the  gold  crisis  of  1895 
and  again  in  the  Panic  of  1907  he  had 
functioned  as  the  nation's  lender  of  last 
resort.  To  fulfill  this  and  other  functions 
of  a  modern  central  bank  it  was  neces- 
sary, within  a  few  years  of  his  death,  to 
invent  the  Federal  Reserve  System. 

— Joseph  Thorndike  Jr. , 
The  Very  Rich 

An  American  Ally 

While  Cromwell's  army  could  master 
next-door  Ireland,  neither  he  nor  his 
successors  could  effectively  assert  the 


gland  by  the  weight  of  hundreds  of  years 
was  being  established  in  America  by  the 
force  of  the  hundreds  of  miles. 

— Daniel  J.  Boorstin, 
American  Heritage 

Occupational  Hazard 

The  danger  of  being  referred  to  a  job 
when  you  go  for  your  unemployment 
insurance  check. 

— William  Lodge, 
Wall  Street  Journal 

A  Fragile  Stem 

The  small-town  photographer  earned 
his  bread  and  butter  recording  the 
benchmarks  of  family  life — birth,  mar- 
riage, children,  death.  Human  life  re- 
mained a  fragile  stem  as  the  20th  century 
began.  Infant  mortality  was  running  at 
the  rate  of  10%  to  15%  during  the  cen- 
tury's first  decade,  and,  due  in  part  to 
that  fact,  the  life  expectancy  of  a  male 
born  in  1900  was  46.3  years  and  of  a 
female  48.3  years.  Outbreaks  of  influen- 
za and  pneumonia  carried  off  more  than 
153,000  Americans  in  1900,  nearly  12% 
of  the  deaths  from  all  causes  that  year, 
and  tuberculosis  killed  nearly  as  many. 
Thus  it  is  not  surprising  that  photograph- 
ic likenesses  of  loved  ones  were 
cherished. 

— Stephen  W.  Sears, 
Hometown  U.S.A. 

Failures  Both 

I  asked  [T.S.  Eliot]  if  he  agreed  with 
the  definition  that  most  editors  are  failed 
writers,  and  he  replied:  "Perhaps,  but  so 
are  most  writers." 

— Robert  Giroux,  quoted  in 
The  Oxford  Book  of 
Literary  Anecdotes 


The  way  to  stop  financial  joyriding  is  to  arrest  the  chauf- 
feur and  not  the  automobile.  —  woodrow  Wilson 


equip  10  combat  battalions  have  van- 
ished from  U.S.  military  bases  around 
the  world  in  three  years.  The  Social  Se- 
curity Administration  overpaid  at  least 
$400  million  in  18  months.  Agriculture 
Department  experts  lost  $1.6  billion  by 
miscalculating  crop  yields  in  1973. 

Defense-cost  overruns  are  so  common 
that  nobody  seems  shocked  any  more. 
Bureaucrats  seldom  have  to  answer  for 
their  mistakes. 

Entrenched  bunglers,  if  pressed,  can 


power  of  the  English  Parliament  over 
the  transatlantic  Americans.  Three  thou- 
sand miles  of  ocean  accomplished  what 
could  not  be  accomplished  by  a  thousand 
years  of  history.  The  Atlantic  Ocean 
proved  a  more  effective  advocate  than  all 
the  constitutional  lawyers  of  Ireland. 
.  .  .  The  transatlantic  distance  had  given 
to  these  transplanted  Englishmen  their 
opportunity  and  their  need  to  govern 
themselves.  The  tradition  of  self-govern- 
ment that  had  been  established  in  En- 


Team  Meaning 

Why  is  the  team  so  meaningful? 

On-  the  field  the  players  are  never 
alone.  They  face  triumph  and  defeat  to- 
gether. For  three  hours  on  a  Saturday 
afternoon  the  players  live  by  a  different 
code  of  rides,  a  code  they  approve  and 
believe  in,  and  the  world  outside  cannot 
intrude. 

That  is  why  the  players  punish  them- 
selves. So  that  they  may  experience  with 
all  possible  intensity  the  joy  of  their  pri- 
vate universe. 

That  is  why  injury  and  pain  must  be 
ignored.  Not  to  play  is  to  be  thrust  back 
into  the  outside  world. 

— Victor  L.  Cahn,  New  York  Times 
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3y  the  time  they  get  the  alarm, 
/our  business  could  be  out  of 


>usiness. 


Sobering  statistic:  we  estimate  that  more  than  70%  of  all  businesses  hit  by  a  major 
re  fail  within  three  years  —  fully  insured  or  not. 

ADT  can't  prevent  fires  from  starting.  We  can  detect  them  in  the  earliest  stages  to 
alp  keep  fire  damage  at  a  minimum. 

We  offer  the  widest  range  of  systems 
in  the  security  field. 

Our  telemac"  system,  for  example, 
is  so  sensitive  it  can  detect  the  tiniest 
spark,  literally  at  the  speed  of  light. 
Which  is  why  it  watches  over  critical 
operations  at  the  Army's  Radford 
ammunition  plant. 

That's  one  of  our  more  sophisticated 
systems.  But  we  have  many  others 
equally  well  designed  to  perform  fire 
monitoring  functions  for  different  types 
of  buildings,  work  areas  and  hazards  on  a 
day-to-day  basis. 

A  building  already  equipped  with  a 
sprinkler  system  can  use  telaquik,'" 
our  new  electronic  waterflow  alarm 
system,  which  provides  faster  and  more 
reliable  action  with  less  maintenance. 
Smoke  detection  systems  can  be  used  to 
give  early  warning  of  fires.  General 
Motors  Corporation  uses  these  types  of 
systems  to  protect  computer  rooms  and 
small  storage  areas  such  as  record  vaults. 
Your  warehouse  can  benefit  from  our 
te  lethe RM"  system  because  detectors 
an  be  placed  far  apart  and  on  high  ceilings.  Olin  Corporation  has  long  used 
'ELETHERM  to  safeguard  its  offices  and  warehouses. 

ADT  designs  each  and  every  system  to  do 
,  specific  protection  job.  And  with  all  ADT 
ystems  you  get  the  best  service  available 
tecause  we  install,  inspect  and  maintain  our 
ystems  with  our  own  specialists.  Our  systems 
an  be  connected  directly  to  a  fire  station,  your 
wn  control  center,  or  to  an  ADT  Central 
station,  part  of  the  largest  network  of  central 
tations  in  the  world. 

ADT.  Our  business  is  to  keep  your  business 
n  business. 
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One  World  Trade  Center 
N.Y.,  N.Y.  10048 


Please  send  me  information  on  your  tire  alarm  systems. 


Name 


Company 

Address 

City 

State 

Zip 

Case  believes  ours  is  still  a  Is 
opportunity.  We  have  put  that  be 
work  with  the  establishment  of  a  v 
of  courses,  seminars  and  tuition 
bursement  programs.  Case  empls 
at  all  levels  are  encouraged  to  gra 
sonally  as  well  as  professionally. 

Ron  started  with  Case  5  years  ag 
took  courses  in  Economics,  Gc 
ment  and  Management  and  is  r 
Regional  Manager  for  the  Constn 
Equipment  Division. 


m 


one  their  skills  at  Case. 


>ined  Case  as  a  junior  chemist, 
jars  later  she  received  a  doc- 
and  was  promoted  to  senior 
t,  and  now  heads  a  key  labora- 
/ork. 

tarted  as  a  clerk  in  1966.  After 
ng  Case  seminars  and  evening 
i  courses,  she  received  several 
ions,  becoming  administrator  of 
■  recruiting.  She  now  manages 
aduate  Development  Program 
iches  a  financial  course  for  non- 
al  Case  employees. 


Employees*  benefit  by  having  the  op- 
portunity to  prepare  themselves  for  ad- 
vancement. The  Company  benefits  by 
being  able  to  draw  upon  its  own  pool  of 
talent  for  promotion.  We  feel  that  the 
knowledge  explosion  and  technologi- 
cal change  make  a  "company  univer- 
sity" a  corporate  necessity. 

Doing  something  about  helping  employ- 
ees reach  their  greatest  potential  is 
one  reason  why  Case  is  one  of  the  world 
leaders  in  machinery  for  construction 
and  farming. 


For  a  comprehensive  new  brochure 
about  J I  Case,  its  total  operations  and 
product  lines,  write:  Communications 
and  Public  Affairs,  J I  Case  Co.,  Dept. 
OFS1 ,  700  State  Street,  Racine,  Wis- 
consin 53404. 

V/Case  is,  of  course,  an  equal  opportunity  employer 


J  I  Case 

A  Tenneco  Company 
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doing  something  about  it. 


Forbes 


Sixty  Ifears  Of  American  Business 

The  Pursuit  Of  Happiness 
Through  The  Pursuit  Of  Profit 


With  flexibility  as  its  only  ideology,  American  society  must  now  reconcile 
conflicting  goals — maintaining  its  standard  of  living  while  nursing  the 
environment  and  its  energy  supplies.  Is  flexibility  enough? 


By  JOHN  BROOKS 

Sixty  years.  In  the  time  since  Forbes 
began  publication  in  1917  American  pri- 
vate enterprise,  in  spite  of  one  cata- 
strophic depression  and  a  constellation  of 
minor  recessions,  in  spite  of  grandiose 
miscalculations,  sometimes  epic  stub- 
bornness in  resisting  the  tempering  hand 
of  government,  and  all-too-frequent 
grievous  disregard  of  the  public  interest 
in  favor  of  its  own,  has  muddled  or  im- 
provised its  way  to  being  one  of  the 
prodigies  of  the  world. 

The  60  years  have,  of  course,  also 
been  a  time  of  huge  political  convul- 
sions, of  two  "world"  wars,  of  barbaric 
massacres  shaking  continents  and  cul- 
tures, of  scientific  advances — benign, 
mischievous  and  unprecedented — so 
great  as  to  change  permanently  the  na- 
ture of  human  life,  and  of  such  stagger- 
ing demographic  growth  that  the  popula- 
tion of  the  world  may  be  said  to  have 
changed  from  a  generous  scattering  to  a 
swarm.  Nevertheless,  any  future  histori- 
an's balanced  summary  of  human  hap- 
penings over  the  years  1917-77  must  as- 
sign a  leading  role  to  American  private 
enterprise. 

If  we  make  comparisons  at  random  of 
U.S.  industrial  statistics  in  1917  and 
1977,  we  will  repeatedly  find  growth  so 


extreme  as  to  seem  almost  ludicrous. 
Those  who  have  lived  all  or  most  of  the 
period  will  think:  Can  these  incongruous 
numbers  describe  what  has  happened  in 
my  time  in  my  country — a  country,  after 
all,  where  people  still  put  on  their  pants 
one  leg  at  a  time  as  they  did  in  1917, 
even  though  women  seldom  put  on  pants 
at  all  then  and  do  it  all  the  time  now? 
The  fact  is  that  they  cannot;  extravagant 
statistical  comparisons  tend  to  boggle  the 
mind  and  thus  prevent  thought.  Perhaps 
a  better  way  to  look  from  a  distance  at 
what  has  been  wrought  in  American  fac- 
tories, laboratories  and  offices  in  the  past 
60  years — and  to  understand  how  it  has 
been  wrought — is  to  conceive  it  as  classic 
drama. 

The  play  falls  into  four  acts.  Act  One 
(1917-29)  is  rising  action:  U.S.  industry, 
led  by  the  automobile  manufacturers, 
surging  forward  to  become  a  world  pow- 
er, bringing  relative  national  affluence, 
creating  the  first  mass  stock  market,  and 
making  the  American  of  modest  means  at 
home  a  relatively  rich  person  when 
abroad. 

Next  comes  the  dark  period  of  the 
Great  Depression,  when  the  extrava- 
gances of  Act  One  are  paid  for  in  severe 
economic  hardship,  violence  and  nar- 
rowly averted  national  disaster. 

In  Act  Three — beginning  in  1939  and 


extending  over  a  quarter  century — 
American  industry,  the  protagonist, 
schooled  by  the  affliction  of  depression 
and  relaunched  by  the  production  de- 
mands of  World  War  II,  soars  upward 
with  renewed  vigor  until,  sensing  a  com- 
ing saturation  of  markets  at  home,  it 
turns  more  and  more  to  the  rest  of  the 
world.  In  thus  attaining  such  economic 
hegemony  as  no  nation  had  held  over  a 
large  part  of  the  world  since  the  height  of 
the  British  Empire,  it  falls  victim  to  a 
degree  of  overweening  pride — what  the 
Greeks  in  their  analysis  of  classic  drama 
called  hubris. 

In  the  last  act  comes  the  inevitable 
consequence,  as  a  whole  complex  of 
troubles  converges  on  American  indus- 
try, putting  the  adaptability  and  resilien- 
cy that  have  been  its  survival  equipment 
to  an  ultimate  test,  and  finally  threaten- 
ing to  foreclose  its  future.  Ultimately,  in 
the  last  scene — which  takes  place  in  the 
present — the  protagonist,  sobered,  un- 
popular at  home  and  abroad,  and  embat- 
tled on  every  side,  is  in  a  reflective 
mood,  trying  to  synthesize  the  skill,  dili- 
gence, flexibility  and  exuberance  of  the 
best  years  with  a  new-found  r< 
of  errors  and  limitations,  into 
and  forbearance  that  will  make  a  tut 
possible. 

The  play  has  two  themes.  On< 
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long-recognized  tendency  of  events  in 
economic  history  (as  in  other  kinds  of 
history)  to  repeat  themselves  in  changed 
form— a  tendency  apparently  first  no- 
ticed by  Thucydides  in  the  fifth  century 
B.C.  The  other  theme,  working  in  ten- 
sion and  counterpoint  with  the  first,  is 
the  genius  of  American  industry — appar- 
ently born  of  such  factors  as  its  nation  s 
bountiful  natural  wealth,  its  unprec- 
edented ethnic  and  social  diversity,  and 
its  lack  of  a  rigid  class  structure — to 
avoid  inflexible  ideologies,  to  tolerate  a 
permanent  state  of  relative  disarray 
without  collapsing  into  chaos,  and  to  re- 
cover almost  unscathed  from  even  the 
most  egregious  mistakes. 

Obviously,  the  play  is  not  pure  com- 
edy (although  it  certainly  has  comic  mo- 
ments), nor  is  it  tragedy  either;  the  end 
is  certainly  not  catastrophe,  and  the  final 
mood  is  not  one  of  resignation.  Perhaps, 
after  all,  it  is  moral  drama.  Apart  from  its 
own  stated  primary  objective — that  of 
producing  profit — what  has  American  in- 
dustry achieved  in  its  dazzling  rocket 
flight  across  the  skies  of  the  century?  For 
those  engaged  in  it,  and  those  not  en- 
gaged, has  it  been  more  boon  or  more 
bane?  The  protagonist  of  the  play  will 
predictably  be  a  hero  to  a  dedicated  free 
enterpriser  and  villain  to  a  dedicated 
Marxist,  but  for  anyone  of  goodwill  of 
whatever  persuasion,  the  main  theme  is 
the  same:  How  well  has  the  relatively 
unfettered  pursuit  of  private  profit 
served  the  cause  of  freedom  and  well- 
being  of  the  American  people,  and  how 
can  it  serve  the  cause  better  in  the 
future? 
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The  curtain  rises  on  a  scene  that  now 
seems  strange  and  quaint.  The  national 
population  in  1917  was  about  103  mil- 
lion, comprising  in  those  rugged  days 
some  2  million  more  males  than  females. 
(Females  now  hold  the  edge  by  about  5 
million,  even  though  we  now  have 
slightly  more  males  than  there  were  peo- 
ple in  1917.)  About  half  lived  in  places 
with  a  population  of  under  2,500,  most  of 
them  on  the  nation's  6.5  million  farms, 
which  still  engaged  the  efforts  of  more 
people  than  did  manufacturing.  A  full- 
time  employee  in  agriculture  earned  on 
the  average  about  $700  per  year:  a  labor- 
er in  industry,  about  36  cents  per  hour. 

Cardiovascular  disease  was  the  leading 
cause  of  death,  followed  by  influenza- 
pneumonia  and  tuberculosis,  with  can- 
cer a  far-behind  fourth.  The  gross  nation- 
al product  at  current  prices  was  about 
$75  billion:  The  annual  federal  budget 
had  never  exceeded  $1  billion  until  that 
year,  when  it  reached  $1.97  billion,  and 
would  never  fall  below  $2.9  billion 
thereafter.  The  "aerospace  industry"  (as 
it  was  not  called)  produced  2,148  air- 
planes that  year,  almost  all  of  them  for 
military  use  in  the  European  war  that 
the  U.S.  joined  that  April.  The  personal 
income  tax,  then  four  years  old,  cut  a 
wide  swath  for  the  first  time  in  1917, 
when  almost  3.5  million  persons  filed 
returns,  paying  on  the  average  just  un- 
der $200  each:  In  1916  fewer  than  half  a 
million  had  been  required  to  file  returns. 
In  two  years  a  new  drug,  aspirin,  would 
become  widely  available  to  Americans 
for  the  first  time;  one  way  or  another, 
they  would  be  needing  it. 


This  backdrop  of  figures  may  serve  as 
setting  for  the  economic  and  industrial 
situation.  Three  years  of  financing  and 
supplying  the  allied  side  of  the  war  in 
Europe  had  transformed  the  U.S.  from 
the  world's  largest  international  debtor 
to  its  largest  international  creditor.  The 
gold  stock  was  soaring;  the  American 
export  trade  was  expanding  at  a  rate 
unparalleled  in  the  commercial  history  of 
the  world;  the  international  payments 
surplus  for  the  year  was  a  record  $3.5 
billion.  By  1917  the  U.S.  was  the  new 
world  power  of  international  finance, 
and  Wall  Street  had  actually  (though  not 
yet  symbolically)  replaced  the  City  of 
London  as  the  financial  world's  center. 

U.S.  industry  stood  on  the  knife  edge 
between  the  old  economy  of  railroads, 
steel,  coal  and  farming,  and  the  new 
consumer  economy  ahead.  The  ten  in- 
dustrial corporations  richest  in  assets  in- 
cluded three  steel  companies  (U.S. 
Steel,  Bethlehem  and  Midvale  Steel  & 
Ordnance),  two  meatpaekers  (Armour 
and  Swift)  and  a  farm  equipment  manu- 
facturer (International  Harvester),  along 
with  a  precocious  oil  giant  (Standard  of 
New  Jersey),  a  war  supplier  (du  Pont), 
and  two  general  suppliers  (U.S.  Rubber 
and  General  Electric).  No  makers  pri- 
marily of  chemicals,  no  electronics,  no 
office  equipment,  no  chain  retailers,  no 
aviation,  no  automobiles. 

The  rail  industry,  at  a  time  when  it 
was  near  its  alltime  high  as  to  number  of 
passengers  carried  (1.1  billion  riders  in 
1917,  only  269  million  in  1975),  was  al- 
ready deep  in  decline  as  to  profitability, 
morale  and  the  quality  of  equipment. 
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Unprepared  for  the  unprecedented  de- 
mands for  service  during  the  U.S.'  war- 
time neutrality  period,  and  hampered  by 
government  restraints  on  prices,  the  rail- 
roads were  in  bad  trouble.  In  1916  al- 
most one  track  mile  of  every  ten  was  in 
receivership;  in  1917  there  was  a  desper- 
ate car  shortage  and  a  record  number  of 
track  breakdowns;  during  the  year  rail- 
road common  stock  prices  declined  over 
30%.  With  no  money  available  for  expan- 
sion, 1917  became  the  second  year  since 
the  end  of  the  Civil  War  during  which 
fewer  than  1,000  miles  of  new  track  were 
laid:  That  figure  would  never  again  be 
reached  in  any  subsequent  year.  The 
railroads  were  dying  of  too  much  busi- 
ness— and  perhaps,  less  provably  but  not 
less  substantively,  of  the  realization  that 
a  younger,  more  vigorous  rival  for  pas- 
senger transportation  was  waiting  in  the 
wings. 

The  automobile  business,  which  is  of 
course  to  occupy  center  stage  later  on, 
was  biding'  its  time  while  it  waited  out 
the  war.  Factory  sales  of  new  passenger 
cars  in  1917  amounted  to  1.75  million  (a 
record,  but  one  soon  to  fall),  and  regis- 
trations of  motor  vehicles  of  all  types 
were  just  over  5  million.  The  giant  of  the 
industry  was  Ford,  whose  Model  T  had 
been  in  production  nine  years,  and 
whose  pioneering  assembly  line  had 
been  in  operation  four  years.  With  $275 
million  in  sales  and  $160  million  in  as- 
sets, Ford  was  the  20th  largest  industrial 
corporation — smaller  than  Singer,  maker 
of  sewing  machines,  and  one-fifteenth 
the  size  of  U.S.  Steel.  The  nearest  com- 
petitor,   General    Motors — formed  in 


1908  by  the  former  president  of  Buick 
Motors  Co.,  William  C.  (Billy)  Durant, 
who  since  then  had,  with  the  daring  and 
aplomb  of  an  Ur-conglomerator,  chick- 
en-wired together  a  shaky  industry  giant 
through  a  series  of  mergers  effected 
chiefly  with  exchanges  of  securities  rath- 
er than  cash — was  about  four-fifths 
Ford  s  size  but  had  only  about  one-tenth 
of  the  market  to  Ford's  nearly  two-fifths; 
while  the  rest  was  divided  among  more 
than  150  smaller  competitors:  a  swarm  of 
hungry,  sanguine  builders  and  plungers, 
lusting  to  be  in  on  the  new  good  thing, 
making     improvements     and  cutting 


prices,  acting  in  their  exuberance  ac- 
cording to  the  American  book — and  vir- 
tually all  of  them  destined  within  a  de- 
cade to  give  up  or  go  broke. 

The  glory  and  the  tragedy  of  Ameri- 
can social  and  economic  change  is  en- 
capsulated in  this  major  subplot- — the 
tale  of  the  automobile  industry.  Indeed, 
already  in  1917  there  were  doubts 
abroad  as  to  how  good  the  new  thing 
would  prove  to  be:  Was  the  market 
already  nearly  saturated?  Could  masses 
of  people  ever  afford  to  buy  cars?  Was 
there  not  a  useful  object  lesson  in  that 
familiar  scene,  the  flivver  stuck  in  a 
rural  mud  rut,  and  the  famous  derisive 
cry — more  memorable,  perhaps,  for  its 


precision  of  meaning  than  for  its  subtle- 
ty of  wit — "Get  a  horse! '? 

Business,  of  course,  was  good  because 
of  the  war,  but  industrial  profits  were  not 
nearly  as  high  as  they  were  later  said  to 
have  been,  chiefly  because  of  the  war- 
time excess  profits  tax.  The  total  net 
earnings  of  American  corporations  for 
1913  had  been  about  $4  billion:  In  1917 
they  were  slightly  above  $7  billion  and 
for  1918  would  be  $4.5  billion. 

Perhaps  the  greatest  functional  weak- 
ness of  the  whole  structure  was  the  lack 
of  any  coherent  theory  of  management. 
Since  the  turn  of  the  century,  industrial 


giantism  had  become  widespread;  but 
the  giants  were  essentially  managed  in 
the  old  small-company  19th-century 
way — the  boss  proposing  and  everybody 
else  disposing.  The  giant's  brain  had  not 
grown  proportionately  to  his  body.  True, 
there  was  Frederick  Winslow  Taylor  s 
"scientific  management,  widely  adopt- 
ed in  steel  mills — but  that  was  merely  a 
guide  (and  as  Elton  Mayo  would  later 
show,  an  unreliable  one)  to  squeezing 
the  last  drop  of  productivity  out  of  the 
individual  industrial  worker,  not 
print  for  holding  the  reins  of  a 
multidi visional  organization 

Henry  Ford  had  defined  his  manage- 
ment philosophy  in  1909  w  hen  h<  had 


"...In  1917  Ford  was  the  20th-largest  industrial  corpora- 
tion— smaller  than  Singer,  maker  of  sewing  machines,  and 
one-fifteenth  the  size  of  U.S.  Steel..." 
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airily  announced:  "Any  customer  can 
have  a  car  painted  any  color  he  wants,  so 
long  as  it  is  black.  "  Indeed,  so  powerfully 
entrenched  was  one-man,  star-system, 
idiosyncratic  corporate  management  that 
the  men  in  charge  were  often  better 
known  to  the  public  than  the  corpora- 
tions themselves.  When  one  thought  of 
Ford,  Armour,  du  Pont,  or  even  General 
Motors,  one  tended  to  think  of  a  man  or 
a  family  rather  than  a  bureaucracy.  It  is  a 
thought-provoking  fact  that  H.G.  Wells' 
immensely  popular  attempt  to  sum  up 
everything  of  importance  that  had  ever 
happened — his  Outline  of  History,  first 


published  in  1920 — contained  an  index 
of  almost  50  pages  in  which  there  was  no 
reference  to  corporations  or  to  any  cor- 
poration. One-man  management  was  in 
its  last  flowering  until  its  partial  revival, 
in  a  different  guise,  in  the  1960s  con- 
glomerate era;  the  age  of  the  corporation 
as  an  institution  with  a  life  of  its  own  was 
just  beginning. 

There  is  another  reason  why  1917  is  an 
artistically  fortuitous  time  for  the  raising 
of  the  curtain.  By  what  must  surely  be 
accounted  for  as  a  coincidence,  Forbes 
began  publication  in  the  year  of  the  Rus- 
sian Revolution  and  the  founding  of  the 
Soviet  state.  Across  the  world  a  competi- 
tor economy,  committed  at  least  theo- 


retically to  a  diametrically  opposed  ide- 
ology, was  in  the  act  of  being  born. 

To  be  sure,  Russia  in  1917  was  under 
terrible  handicaps  to  which  the  U.S.  was 
immune.  The  promising  industrial  ad- 
vance of  the  last  czarist  years  had  been 
crushed  by  Russia  s  catastrophic  exper- 
ience in  the  war,  in  which  it  had  lost  at 
least  7  million  people,  5,000  factories 
and  one-fourth  of  its  vaunted  railroad 
system,  and  which  had  left  it  at  the  time 
of  the  Revolution  with  drastic  food  short- 
ages, rampant  inflation  and  shattered 
morale. 

The  Soviets  almost  immediately  upon 


taking  command  nationalized  land  and 
banks,  proscribed  private  industry  and 
trade,  instituted  compulsory  labor,  and 
distributed  food  and  goods  under  a  gi- 
gantic rationing  program.  But  the  infant 
government  lacked  both  the  mate'riel 
and  the  skill  to  make  pure  Communism 
function,  and  by  1920  small  industries 
were  producing  only  43%,  and  large  in- 
dustries 18%,  of  prewar  output,  the  pro- 
ductivity of  labor  had  decreased  75% 
from  prewar  standards  and  the  average 
real  wage  of  the  Russian  worker  was  one- 
third  of  what  it  had  been  under  Czar 
Nicholas  II. 

Not  until  the  New  Economic  Policy  in 
1921 — a  broad,  seven-year-long  conces- 


sion to  free  enterprise — would  the  econ- 
omy begin  to  revive.  Thereafter,  despite 
frequent  setbacks,  it  would  bound  for- 
ward, eventually  to  make  a  real  issue — 
for  a  time,  the  real  issue — of  the  ques- 
tion: Which  can  prevail — in  purely  mate- 
rial terms — in  an  industrial  age,  a  people 
who  have  yielded  their  personal  and  eco- 
nomic freedom  to  state  organization  and 
planning,  or  a  free  people  competing 
among  themselves  in  a  free-enterprise 
economy? 

Soon  after  the  end  of  the  war  came  a 
lightning  boom  and  recession  in  the  U.S. 
that  together  were  a  capsule  enactment 
of  things  to  come,  a  cautionary  tale  that 
went  unheeded.  Instead  of  the  immedi- 
ate postwar  recession  that  had  been  con- 
fidently predicted,  in  1919  there  was  a 
consumer-goods  boom  along  with  seri- 
ous inflation  encouraged  by  a  wave  of 
strikes  and  the  inept  performance  of  the 
newly  fledged  and  inexperienced  Feder- 
al Reserve  Board. 

By  1920  prices  were  so  high  as  to 
gene.rate  a  spontaneous  buyers'  strike, 
leading  to  a  collapse  of  prices  and  one  of 
the  steepest,  if  shortest,  downward  spi- 
rals in  American  history.  By  late  1921 
there  had  been  more  than  30,000 
postwar  bankruptcies  and  almost  half  a 
million  farm  foreclosures;  there  were  5 
million  jobless  workers,  the  GNP  was 
down  almost  20%,  farm  prices  were 
down  about  to  their  prewar  levels,  Gen- 
eral Motors  was  in  the  red  and  Lincoln 
Motors  bankrupt,  and  the  stock  market 
had  plunged  46%  in  a  little  over  a  year. 

The  leading  business  oracle  of  the 
time,  Judge  Elbert  H.  Gary  of  U.S. 


"...So  powerfully  entrenched  was  one-man,  star-system 
management  that  the  men  in  charge  were  often  better 
known  to  the  public  than  the  corporations  themselves..." 
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Steel,  announced  in  January  1921:  "So 
far  as  my  information  extends,  there  is 
nothing  unfavorable  on  the  business  ho- 
rizon." And  for  once,  the  high-handed 
judge  was  almost  right.  Recovery  began 
early  in  1922  and,  with  the  rapid  in- 
crease in  employment,  proceeded  at 
such  a  frantic  rate  that  the  expenditures 
of  consumers  would  jump  nearly  $7  bil- 
lion from  1922  to  1923.  An  economic 
tornado  had  come  and  swiftly  passed; 
clear  skies  were  ahead;  for  the  first  time 
in  our  era,  American  enterprise  had 
demonstrated  its  remarkable  recuper- 
ative power. 

However,  the  clear  skies  quickly 
turned  partly  cloudy,  and  in  some  par- 
ticular sectors  downright  stormy.  The 
gross  imperfection  of  American  econom- 
ic solutions,  the  pockets  of  depression 
that  are  characteristically  tolerated  in  the 
greatest  of  booms,  were  very  much  pres- 
ent in  the  boom  of  the  Twenties. 

The  railroads,  divided  within  their 
own  councils  and  unable  to  meet  the 
new  competition  from  cars,  trucks  and 
buses,  stagnated  or  worse;  passenger 
traffic  declined  rapidly,  and  by  1925  the 
total  of  track  miles  in  receivership  stood 
at  18,000.  Recklessly  wooing  investors 
by  raising  dividends  in  the  face  of  declin- 
ing earnings,  the  railroads  fiddled  while 
Rome  burned.  The  New  York  Central's 
earnings  for  1929  were  almost  10%  lower 
than  those  for  1923,  yet  the  dividend  for 
1923  was  $5  and  for  1929,  $8. 

Meanwhile  farmers,  conditioned  to 
high  production  by  wartime  demand, 
were  first  crushed  by  the  postwar  de- 
pression, which  caused  their  per-capita 


net  income  to  fall  by  62%;  subsequently, 
they  were  held  at  the  edge  of  poverty  by 
steadily  declining  exports,  inability  to 
cut  down  supply  and  the  indifference  of  a 
laissez-faire  government.  In  1929,  at  the 
height  of  the  general  boom,  an  American 
farmer  earned  on  the  average  $223  per 
year;  in  mid-decade  one  farm  in  ten  had 
piped  water  and  one  in  15  had  gas  or 
electricity.  And  trouble  on  the  farm,  of 
course,  meant  trouble  at  the  farmer  s 
bank.  During  the  Twenties  more  than 
5,000  banks,  one  out  of  every  six  in  the 
nation,  failed  or  suspended  operation, 
and  most  of  the  victims  were  farm-town 
institutions  stuck  with  too  many  bad 
mortgages. 

This  crowd  of  struggling  extras  up- 
stage serves  to  set  off  the  drama  of  the 
kings  at  center  stage,  and  to  introduce 
the  grand  duel  scene  of  our  first  act:  the 
far-reaching  ideological  contest  between 
the  kings  of  the  automobile  industry, 
Henry  Ford  and  Alfred  P.  Sloan  Jr. 

In  1919 — the  beginning  of  the  postwar 
era,  which  would  be  the  automobile  era 
in  American  industry — Ford  and  his 
company  comfortably  ruled  the  roost, 
with  40%  of  the  fast-expanding  passen- 
ger-car market.  General  Motors,  a  far- 
trailing  second  with  20%,  was  a  company 
in  the  throes  of  change  and  on  the  verge 
of  crisis.  The  previous  year  E.I.  du  Pont 
de  Nemours  &  Co.  had  invested  a  huge 
chunk  of  its  war  profits  in  $42.6  million 
worth  of  GM  stock,  giving  it  effective 
control.  The  erratic  Billy  Durant,  essen- 
tially an  astute  stock  gambler  and  merg- 
er-maker— a  James  Ling  or  Charles  (Tex) 
Thornton  before  his  time — was  still  the 


operating  boss. 

In  1920  came  a  double  setback:  GM, 
caught  in  a  phase  of  rapid  expansion  at  a 
time  of  recession,  had  to  write  off  $100 
million  in  losses  and  narrowly  averted 
bankruptcy,  and  Durant,  betrayed  by  his 
wildly  imprudent  speculations  in  his 
company's  stock,  within  a  few  months 
lost  his  entire  personal  fortune,  which  at 
its  peak  had  amounted  to  perhaps  $90 
million,  and  that  autumn  was  forced  out 
of  the  presidency. 

Ford,  plowing  complacently  ahead, 
won  56%  of  the  passenger-car  market  for 
1921  to  GM's  puny  13%.  But  Durant's 
fall  was  a  blessing  in  disguise  for  GM.  In 
1920  he  was  replaced  by  Pierre  S.  du 
Pont  as  caretaker  of  the  family  invest- 
ment, and  in  1923  the  GM  presidency 
was  assumed  by  Alfred  Sloan. 

This  dour,  unemotional,  rather  color- 
less man,  then  in  his  40s,  set  out,  as 
Peter  Drucker  put  it  later,  "to  break  the 
traditional  patterns  of  business  organiza- 
tion, business  management  and  business 
leadership.  .  .  .  He  literally  had  to  in- 
vent almost  everything  that  is  common- 
place in  business  today.  His  favorite 
terms — "concept,"  "methodology"  and 
"rationality" — are  a  key  to  his  thought. 

From   the   start,    Sloan   set  out  to 
overthrow  the  poppa-knows-best  rule  of 
huge  corporations,  prevalent  at  the  time 
and  personified  in  Henry  Ford,  and 
place  it  with  a  system  of  divisional  auton- 
omy and  interdivisional  competition,  co- 
ordinated and  reined  in  b\ 
control  from  a  strong  headquar 
A  relatively  faceless  bureaui  ra< 
replace  the  intuitive  boss  as  tin  ultimate 
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authority.  Back  in  Durant's  regime  Sloan 
had  submitted  his  reorganization  plan, 
complete  with  a  chart  of  almost  100 
boxes.  Durant  had  not  acted  upon  it,  but 
immediately  on  assuming  office,  du  Pont 
began  putting  the  Sloan  plan  into  effect, 
and  modern  large-company  manage- 
ment— the  form  now  used  not  only  by 
General  Motors  but  nearly  all  industrial 
giants — was  born. 

Ford  stuck  grimly  to  his  old,  winning 
formula:  the  River  Rouge  plant  and  the 
unchanging  Model  T  automobile.  In  his 
book  My  Life  and  Work,  published  in 
1922,  Henry  Ford  undertook  to  deride 


black  "T"  for  cash  on  the  barrelhead. 

In  this  Ajax-Achilles  industrial  joust, 
embodying  not  just  the  old  versus  the 
new  ideologies  of  management  but  the 
national  shift  from  production  to  sales 
orientation  in  all  industry,  the  tide  of 
battle  was  not  long  in  being  seen.  Nor 
was  the  moral  long  in  being  pointed:  that 
in  the  American  game,  pragmatic  impro- 
visation is  a  winning  method  and  ideolo- 
gy rigidly  adhered  to  a  formula  for 
defeat. 

Ford's  share  of  the  passenger-car  mar- 
ket fell  to  46%  in  1923  and  40%  in  1925. 
Meanwhile,  key  Ford  executives,  seeing 


"...'There  is  nothing  unfavorable  on  the  business  horizon,' 
Judge  Elbert  H.  Gary  of  U.S.  Steel  said  in  1921.  And  for 
once,  the  high-handed  judge  was  almost  right..." 


his  enemies,  GM  and  Sloan,  talking 
scornfully  of  "a  great  big  chart  ...  a  tree 
heavy  with  nice  round  berries,  each  of 
which  bears  the  name  of  a  man  or  of  an 
office.  .  .  .  The  buck  is  passed  to  and  fro 
and  all  responsibility  is  dodged  by  indi- 
viduals, following  the  lazy  notion  that 
two  heads  are  better  than  one." 

Over  the  next  few  years,  while  GM 
introduced  one  by  one  the  hallmarks  of 
the  modern  automobile  industry — the 
annual  model  change,  the  widely  varied 
product  line,  elaborate  in-house  enter- 
tainments to  excite  and  encourage  deal- 
ers, company-arranged  credit  terms  to 
woo  customers — Ford  with  epic  stub- 
bornness went  on  offering  the  standard 
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the  way  things  were  going,  began  defect- 
ing en  masse  from  the  banner  of  their 
failing  champion.  Ironically,  the  coup  de 
grace  in  the  joust  was  directly  occasioned 
by  Ford's  belated  effort  to  modernize.  In 
1927,  when  Ford's  production  line  was 
down  most  of  the  year  while  he  tooled  up 
for  his  long-overdue  Model  A,  GM  got 
43.5%  of  the  market  to  Ford's  less  than 
10%.  Thereafter,  GM's  dominance  of  the 
industry  went  almost  unchallenged,  and 
the  management  issue  was  effectively 
settled.  Ford's  eventual  comeback  after 
World  War  II  was  brought  about  primar- 
ily by  belated  adoption  of  modern  man- 
agement methods— that  is,  by  a  formal 
abandonment  of  long-held  ideology. 


The  rest  of  the  first-act  story  is,  oi 
course,  one  of  wild  expansion  and  incau 
tious  euphoria.  After  the  Supreme 
Court's  1920  dismissal  of  the  govern 
ment's  antitrust  suit  against  U.S.  Steel 
businessmen  concluded  that  antitrusi 
enforcement  was  set  for  a  period  of  lax 
ity,  and  there  ensued  a  great  mergei 
wave  that  would  be  repeated  in  good 
Thucydidean  style  in  the  1960s. 

Bethlehem  Steel  absorbed  Lacka- 
wanna Steel  in  1922,  Midvale  and  Clam 
bria  the  following  year,  and  Pacific  Coasl 
Steel  in  1929;  that  same  year,  Wierton 
Great  Lakes  and  most  of  M.A.  Hannj 
were  combined  to  form  National  Steel 
Far  from  being  confined  to  the  steel 
industry,  the  merger  movement  spread 
far  and  wide.  Particularly  in  the  newei 
industries  created  by  new  technology — 
the  automobile  industry,  for  one — the 
need  for  vast  aggregations  of  capital  was 
so  great  as  to  make  it  often  a  case  oi 
merge  or  die. 

Between  1919  and  1930  more  than 
8,000  businesses  in  mining  and  manufac- 
turing disappeared  through  combination 
or  acquisition,  with  the  result  that  at  the 
end  of  the  decade  an  estimated  200  cor 
porations  owned  nearly  half  the  nation's 
corporate  wealth,  while  of  the  100  larg 
est  corporations  one-fifth  were  purely 
holding  companies  and  only  a  handful 
were  purely  operating  companies. 

Made  possible  by  government  encour 
agement,  made  feasible  by  modern  man 
agement  methods,  the  age  of  the  mega- 
corporation  had  come,  bringing  with  it 
unprecedented  adulation  of  megaeorpor 
ate  man  as  a  realization  of  the  national 
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estiny.  The  pages  of  American  maga- 
ines  and  the  columns  of  American 
ewspapers  were  open  as  never  before 
leading  businessmen — not  for  ac- 
ounts  of  their  quirky  personalities,  as  in 
he  earlier  days  of  one-man  manage- 
ent,  but  for  their  ideas  and  opinions, 
fhich  were  treated  with  something  like 
everence.  Out  of  a  sample  of  1920s  busi- 
ess  leaders  taken  by  Herman  E. 
[rooss,  one-third  were  listed  during  the 
ecade  as  either  authors  or  subjects  of 
jrticles  listed  in  the  Readers'  Guide  to 
'eriodical  Literature-  In  1925  alone 
ore  than  90  articles  written  by  (or  per- 
aps  more  often,  ghost-written  for)  busi- 
essmen  appeared  in  the  pages  of  three 
;ading  general-circulation  magazines  of 
le  time. 

Prominent  among  those  on  whose 
ords  the  public  hung  were  Owen  D. 
oung  and  Gerard  Swope  of  General 
lectric,  Walter  Gifford  of  AT&T,  Otto 
I  Kahn  of  Kuhn  Loeb  &  Co.,  James  A. 
peyer  of  Speyer  &  Co.,  Charles  E. 
litchell  of  the  National  City  Bank,  and, 
ntil  his  death  in  1927,  Judge  Gary  of 
S.  Steel,  who  Krooss  believes  was  the 
Jtime  most-quoted-in-print  business 
ader  in  American  history. 
Moreover,  if  business  leaders  were 
racles,  then  labor  unions,  their  natural 
;  ntagonists  in  those  days,  were  generally 
erceived  as  disrupters  and  malcontents, 
fter  the  strikes  of  1919  had  been  put 
own  and  generally  written  off  to  foreign 
dical  agitation,  it  was  a  thin  decade  for 
le  labor  movement.  In  the  wave  of 
action  against  radicalism  that  followed 
i  le  "Red  scare"  of  1919-20,  the  unions  in 


self-defense  shed  most  of  their  old  con- 
nections with  socialism,  anarchism  and 
other  radical  ideologies.  The  company 
union,  its  complaisant  leadership  and 
policies  dictated  by  management,  came 
into  its  heyday,  but  the  vast  majority  of 
wage  earners  remained  entirely  unorga- 
nized; the  average  number  of  labor  dis- 
putes for  1926-30  was  less  than  one- 
fourth  that  of  1916-20,  and  membership 
in  independent  unions  fell  from  over  5 
million  in  1920  to  about  3.5  million  at  the 
end  of  the  decade. 

So  with  the  big  businessman  astride 
the  stage,  the  first  act  moved  into  its 
closing  phase.  The  sequence  of  events  is 
familiar  now:  the  gradual  spread  of  a 
spirit  of  speculation  across  the  country, 
beginning  with  a  Florida  land  boom  that 
sprang  up  in  the  middle  of  the  decade 
and  was  already  burned  out  by  1927; 
then  moving  on  to  the  soaring  stock  mar- 
ket, where  office  workers  and  shoeshine 
boys  sprang  up,  jostling  sportive  mem- 
bers of  rich  men's  investment  pools  for 
places  on  stockholder  lists;  the  mistake  of 
the  Federal  Reserve  in  fueling  the  fire 
by  lowering  the  discount  rate  in  1927,  a 
quixotic  action  brought  about  by  Gover- 
nor Benjamin  Strong's  desire  to  save  the 
British  pound  and  thereby  help  out  his 
friend  Governor  Norman  of  the  Bank  of 
England;  the  early  warnings  of  secon- 
dary stocks  beginning  to  fall  and  the 
volume  and  rate  of  brokers'  loans  to  sky- 
rocket; the  famously  wrong  prediction  of 
the  country's  most  celebrated  econo- 
mist, Irving  Fisher,  in  September  1929, 
that  stocks  had  reached  "what  looks  like 
a  permanent  high  plateau."  Then  the 


panic-breeding  market  collapses  of  Oct. 
24  (Black  Thursday)  and  Oct.  29  (Black 
Tuesday);  the  vain  efforts  of  a  banking 
consortium  to  stem  the  tide,  with  the 
later  notorious  Richard  Whitney  as  its 
front  man;  the  long,  continuous  decline 
gradually  establishing  that  this  was  not  a 
"market  correction"  but  a  national  con- 
vulsion; and  the  recognition  by  the  end 
of  the  year  that  the  country  and  its  adu- 
lated business  leadership  had,  through 
too  much  enthusiasm  for  the  moment 
and  too  little  thought  for  the  morrow, 
brought  depression  down  on  their  heads. 

On  a  stage  that  had  recently  been  a 
scene  of  joyful  confusion,  now  a  litter  of 
corpses  of  defenestrated  brokers  and  in- 
vestors; and  sudden,  shocked  silence, 
broken  perhaps  by  an  apple-seller's  cry. 
Fast  curtain. 

The  much-maligned  Herbert  Hoover 
was  faced  in  1930  with  a  situation  with 
which  he  was  temperamentally  unable  to 
cope.  The  second-act  curtain  goes  up  on 
him  struggling  with  it  according  to  his 
lights.  Although  Secretary  of  the  Trea- 
sury Mellon  was  still  whistling  blithely  in 
the  dark  ("I  see  nothing  ...  in  the  pres- 
ent situation  that  is  either  menacing  or 
warrants  pessimism"),  by  Commerce 
Department  figures  there  were  4.5  mil- 
lion unemployed,  and  the  number  was 
increasing  day  by  day  as  busine; 
failed  or  laid  off  workers. 

Contrary  to  popular  impressic  i 
unlike  any  of  his  predecessors  a 
dent — Hoover  did  not  take  ; 
attitude  toward  depression 
personally  anything  bul 


be  remembered  that  the  Morgan  lawyer 
and  former  Democratic  Presidential  can- 
didate John  W.  Davis  in  1932  accused 
Hoover  of  taking  the  road  to  socialism.) 
However,  his  quasi-religious  faith  in  the 
self-healing  capacity  of  the  free-enter- 
prise system  led  him  to  do  far  too  little. 
Opposed  on  principle  to  interference 
with  the  market  process  and  direct  fed- 
eral relief  to  the  poor,  he  shrank  from 
any  move  to  support  farm  prices,  which 
were  dropping  through  the  floor  (corn 
from  77  cents  to  19  cents  a  bushel  in  20 
months,  wheat  from  $1.08  to  31  cents  a 
bushel  in  the  same  period);  relied  on 
pathetically  inadequate  local,  state  and 
private-charity  funds  for  relief;  and  inef- 
fectually attacked  the  unemployment 
problem  through  a  purely  voluntary 
"Give-a-Job"  campaign  of  persuasion. 
To  shore  up  industry  against  foreign 


in  1933  with  a  national  Gotttrdamme- 
rung  in  which  banks  remained  open  in 
only  ten  states,  one-fourth  of  the  labor 
force  was  unemployed,  and  a  technically 
bankrupt  nation  was  ripe  for  chaos. 

Hoover  is  most  readily  interpreted  as 
a  figure  of  irony  and  tragedy — the  wrong 
man  at  the  wrong  time,  out  of  tune  with 
the  nation  and  unable  to  solve  its  prob- 
lems because  he  hewed  to  his  and  its 
traditional  economic  ideology  too  fanat- 
ically and  inflexibly:  a  man  clinging  to 
this  faith  with  such  heroic  blindness  that 
he  could  not  see  that  times  and  condi- 
tions had  changed  and  a  new  economic 
order,  the  mixed  economy,  was  waiting 
to  be  born.  In  that  interpretation,  he  is 
to  government  what  Henry  Ford  in  his 
later  days  was  to  business. 

But  almost  50  years  of  hindsight  have 
gradually  revealed  Hoover  as  more  com- 


.he  biggest  beneficiaries 
of  the  Reconstruction  Finance  Corporation's 
largesse  were  banks,  followed  by  railroads,  and 
the  RFC  quickly  came  to  be  known  as 
a  breadline  for  big  businesses.... 


competition,  he  condoned  passage  of  the 
Hawley-Smoot  tariff  of  1930,  the  highest 
in  the  nation's  history;  foreign  retaliation 
(abetted  by  depression  abroad)  caused 
exports  to  plummet  nearly  30%  in  a  year, 
making  the  measure  instantly  counter- 
productive. Hoover's  most  aggressive 
move  to  grasp  the  nettle — the  Recon- 
struction Finance  Corp.,  with  original 
government-subscribed  capital  of  $500 
million — existed  to  make  loans  to  failing 
banks  and  businesses  and  thereby  pre- 
serve jobs.  The  biggest  beneficiaries  of 
this  federal  largesse  were  banks,  fol- 
lowed by  railroads,  and  the  RFC  quickly 
came  to  be  known  as  a  breadline  for  big 
businesses. 

"We  cannot  squander  ourselves  into 
prosperity,"  Hoover  said  in  1932,  calling 
for  government  economy  to  balance  the 
budget.  His  Administration  ended  early 


plex.  He  will  not  go  away.  Each  subse- 
quent decade  has  seen  him  differently; 
the  cold  hatred  felt  for  him  by  liberals  of 
the  1930s  gave  way  in  the  early  postwar 
years  to  feelings  of  sympathy  and  re- 
spect, and  lately  even  some  leftists, 
shocked  by  recent  deviousness  and  dis- 
honesty in  government,  have  taken  to 
defending  him  as  an  exemplar  of  probity 
and  principle.  After  his  brief,  painful 
moment  on  our  stage,  he  leaves  it  as  a 
figure  not  yet  pinned  down  or  fully  un- 
derstood— an  enigma. 

The  coming  of  Franklin  D.  Roosevelt 
and  the  New  Deal  found  American  busi- 
ness on  its  knees.  A  few  strokes  will  paint 
the  backdrop  vividly  enough:  In  early 
1933  as  against  the  peak  in  1929,  gross 
national  product  was  down  almot  50%; 
corporate  profits  were  down  by  two- 
thirds;   the  number  of  enterprises  in 


manufacturing  was  down  just  over  one 
half,  and  the  gross  income  from  manufac 
turing  by  almost  two-thirds;  wholesal 
prices  were  down  45%;  and  the  Dov 
Jones  industrial  average  was  down  mon 
than  80%. 

Relatively  speaking,  the  great  Russiai 
experiment  in  communism  was  flourish 
ing.  The  New  Economic  Policy  of  th 
Twenties  and  the  first  Five-Year  Plai 
(shortened  to  four  and  one-fourth  years 
of  1928-32  had  been  more  or  less  sue 
cessful,  and  now,  despite  continuinj 
acute  shortages  of  food  and  consume^ 
goods,  the  Russian  economy  was  produc 
ing  almost  one-third  again  as  much  as  i 
had  produced  under  the  czars  and  it: 
rate  of  annual  increase  was  around  12^ 
to  14%.  In  other  words,  relatively  speak 
ing  again,  there  was  no  depression  oi 
even  recession  in  the  land  of  the  hammei 
and  sickle,  and  communist  ideologue^ 
here  and  abroad  were  quick  to  seize 
upon  the  contrast  as  evidence  of  the 
economic  triumph  of  Marxism  over  free 
enterprise,  which  was  taken  to  be  in  the 
process  of  self-destruction  exactly  as  pre- 
dieted  by  Marx  and  Lenin.  In  purely 
material  terms — provided,  that  is,  thai 
we  ruthlessly  and  arbitrarily  exclude 
from  consideration  the  brutal  repression 
of  human  rights  that  was  by  this  time 
emerging  as  a  characteristic  feature  ol 
the  new  Russian  system — Russian  ide 
ology  now  seemed  to  be  winning  out 
over  American  pragmatism.  So  the  Rus 
sian  economy,  in  our  drama,  takes  on  the 
character  of  a  vengeful  and  triumphant 
chorus  of  Furies  offstage. 

The  American  businessman  could  take 
heart  from  the  fact  that  the  first  New 
Deal  measures  were  distinctly  in  his  fa- 
vor and  service.  The  March  1933  bank 
holiday  saved  the  banks,  and  indeed 
probably  the  national  banking  system 
The  National  Recovery  Act,  by  setting 
up  industry  codes  that  explicitly  allowed 
price-fixing  to  maintain  prices  (and  was 
in  fact  largely  based  on  a  plan  put  for 
ward  in  1931  by  Gerard  Swope  of  General 
Electric),  seemed  to  represent  the  end  of] 
government  opposition  to  business  collu 
sion  and  abandonment  of  the  Sherman 
Act.  A  few  business  leaders  like  Bank  of 
America's  A.  P.  Giannini  became  forth- 
right New  Dealers,  while  others  like 
Young  of  GE  and  Russell  Leffingwell  ofl 
J. P.  Morgan  were  more  cautious  sup- 
porters of  the  new  Administration. 

But  gradually  what  first  appeared  as  al 
friend  and  savior  began  in  business'  eyes 
to  take  on  the  lineaments  of  an  ogre.  The 
New  Deal's  agricultural  policies,  its  work 
relief,  its  wages-and-hours  legislation,  its 
great  experiment  in  public  power  in  the 
Tennessee  Valley,  and  above  all  its 
chronically  unbalanced  budget  were  all 
anathema  to  business.  Far  more  signifi- 
cant in  the  long  run,  and  opposed  with 
equal  vehemence  by  business  at  tin 
time,  was  the  progressive  imposition  of 
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The  refinement  of ^masterpiece. 
1  he  Rolls  -Royce  Silver  ShadowII. 


T  refinement  of  a  Rolls-Royce  motor 

i  is  a  painstaking  process.  Consider 
b  Silver  Shadow. 

I  conception  of  the  original  1965 
ci  Ion  took  several  years  and  the 
b  I-building  of  each  version  took 
€  /een  three  and  four  months. 
I  lve  years  and  more  than  two 
1  Lsand  subtle  changes  later,  we 
e at  long  last,  arrived  at  The 
mr  Shadow  II.  And,  now  that  we  are 

ii  e,  it  takes  more  than  a  casual 
itce  to  appreciate  the  fact  that  there 
a  never  been  another  Silver  Shadow 
b  ;  like  it. 

S'  p  Timeless  Pleasure 

I  Silver  Shadow  II  is  a  new  air  of 
3:  fort,  a  new  sense  of  quiet  and  a  new 
x  tig  of  command. 

I  w  rack-and-pinion  steering  system 
Eiders  the  straightest  roads  and  the 
xitcedest  lanes  with  equal  ease.  An 
t  ut  silent  air-conditioning  system 
>j  rols  and  adjusts  the  atmosphere 
i  matically  at  two  levels  of  the 
it  ior.  And,  because  the  quiet  and 


the  calm  of  the  air-conditioning  system 
have  a  way  of  separating  you  from  the 
world  beyond  your  windows,  the 
system's  thoughtful  sensors  alert  you 
to  outside  temperatures  as  well  as 
icy  roads. 

The  Silver  Shadow  II  also  incorporates 
a  sophisticated  electrical  system,  a 
quiet  V-8  engine,  a  self-leveling 
suspension,  a  dual  braking  system, 
twin  exhausts,  a  redesigned  instrument 
panel  and  an  electronic  odometer 
that  will  read,  silently  and  ever  so 
confidentiy,  from  000000.0  to 
999999.9. 

And,  in  every  detail,  from  the  matching 
walnut  veneers  to  the  selected  hide 
leathers,  you  will  sense  the  enduring 
eye  and  hand  of  an  artist. 

The  Priceless  Asset 

Remarkably  enough,  more  than  half 
the  Rolls-Royce  motor  cars  built  since 


1904  are  still  humming  along  in  then- 
own  quiet  ways. 

But  the  men  who  have  spent  their  fives 
building  Rolls-Royce  motor  cars  do  not 
find  this  surprising  in  the  least.  On  the 
contrary,  they  are  driven  by  the 
impossible  dream  of  a  perfect  motor 
car,  so  indifferent  to  the  passage  of  time 
that  it  forever  improves  with  age. 
The  Silver  Shadow  II  is  their  newest 
approach  to  the  Rolls-Royce  dream 
and  it  may  very  well  inspire  a  legend 
and  a  legacy  all  your  own. 

KVV     W  \\V 

A  collection  of  Rolls-Royce 
masterpieces  is  waiting  at  your  nearest 
Authorized  Rolls-Royce  Dealership. 
For  further  information,  call 
800-325-6000  and  give  this  ID 
number:  1000. 

The  names  "Rolls-Royce"  and  "Silver  Shadow" 
and  the  mascot,  badge  and  radiator  grille  are 
all  Rolls-Royce  trademarks. 
©  Rolls-Royce  Motors  Inc.  1977. 
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Clark  Automated  Storage/ Retrieval  Systems  Clark  7707  crane  "picks  and  sets"  a  distillation  tower 

increase  warehouse  efficiency.  for  a  new  chemical  plant. 


Blocks  of  frozen 
orange  juice  get  a 
lift  from  Clark. 
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Underground  marble  mining  with  the  versatile  Clark  125B  tractor  shovel. 


Mark's  Mel  roe  Bobcat  loader  makes  fast  work 
>f  digging  a  ditch  for  new  underground  lines. 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


eavy-duty  vehicle  builders  worldwide  rely  on 
lark  powershift  transmissions. 

Clark's  rental  fleet  of  lift  trucks 
is  the  world's  largest. 


Money  Mellows 


It  is  our  conviction  that 
nothing  enhances  the  flavor  of 
money  so  much  as  carefully  controlled 
cultivation.  It  mellows  best  when  nothing 
is  left  to  chance,  when  the  full  bouquet  of 
its  possibilities  is  meticulously  planned. 

We  at  Girard  can  design  a  Cash 
Management  System  for  you  that  is  pre- 
eminently professional,  uniquely  yours. 
May  we  discuss  with  you  the  fine 
points  of  effective  money  management— 
connoisseur  to  connoisseur. 
Call  us.  More  specifically, 
call  Marshal1  Soura, 
Vice  Presides 
Cash  Managein 
215-585-2935. 


GIRARD 
BANK 


i 


PHILADELPHIA  •  LONDON  •  PARIS  •  MEXICO  CITY  •  SINGAPORE  •  ZURICH  •  GIRARD  INTERNATIONAL  BANK,  NEW  YORK 


ilitant  company 
opposition  to  unionization  took  the  form  either 
of  legal  action... or  of  violence;  nearly 
30  persons  were  killed  in  labor  disputes  in  1934. 
It  was  the  National  Labor  Relations  Act  of  1935, 
famous  as  the  Wagner  Act,  that  survived 
judicial  review  and  went  on  to  become 
American  labor's  Magna  Carta.... 


government  regulation. 

Before  1932  government's  control  of 

|  business  was  largely  confined  to  the  laxly 

;  enforced  antitrust  laws  and  the  often 
toothless  Interstate  Commerce  Commis- 
sion. Now  came  the  Banking  Acts  of  1933 

^  and  1935,  the  Securities  Acts  of  1933  and 
1934,  the  Communications  Act  of  1934 

I  and  the  Public  Utility  Holding  Company 
Act  of  1935,  each  putting  a  huge  segment 
of  business  and  finance  under  govern- 
ment surveillance.  Used  to  running  its 
own  show  as  it  pleased,  much  of  business 
suddenly  had  a  censorious  Dutch  uncle 
in  Washington,  and  didn't  like  it.  It  is 
interesting  to  note  that  apart  from  a  clus- 
ter of  energy  and  environment  agencies 

j  recently  created,  practically  all  the  regu- 
lator} machinery  operating  in  1977  was 
already  in  place  by  the  early  postwar 

i  years;  the  Dutch  uncle,  who  would  play 

I  a  major  role  for  the  rest  of  the  drama  and 
would  alter  the  whole  character  of  the 
action,  was  brought  onstage  with  a 
sweep  and  a  flourish — not  of  systematic 
planning,  but  out  of  the  trial-and-error 

I  system. 

As  the  Depression  wore  on  and  on, 
I  some  businesses  fared  better  than  oth- 
|ers.  Services  did  far  better  than  manu- 
facturing because  many  would  deprive 
j  themselves  of  almost  anything  else  be- 
fore they  would  give  up,  say,  their  tele- 
phone or  radio  programs.  Nevertheless, 
petroleum,  automobiles,  chemicals  and 
aircraft  weathered  the  storm  relatively 
well,  while  individual  companies  with 
exceptionally  brilliant  or  appropriate 
leadership — like  Montgomery  Ward 
with  its  tight-fisted  Depression  bird, 
Sewell  Avery;  IBM  with  its  expansion- 
minded  Thomas  J.  Watson;  and  Coca- 
Cola  with  its  dauntless  marketing  genius 
Robert  W.  Woodruff — seized  the  oppor- 
tunity to  make  spectacular  gains.  Almost 
anyone  but  Henry  Ford  could  manage  a 
business  successfully  in  the  Twenties; 
now  the  Depression  was  separating  the 
men  from  the  boys.  Those  who  survived 
were  those  with  the  practical  canniness 
to  roll  with  the  punches.  Man  or  boy, 
though,  our  protagonist  found  his  Act  II 
role  in  many  ways  a  complete  reversal  of 
the  role  he  had  played  in  Act  I.  Where 
he  had  been  perceived  as  a  hero  eagerly 
looked  to  for  leadership  and  wisdom,  he 
now  found  himself  a  villain  reviled  for 
fattening  himself  at  the  expense  of  the 
poor;  and  where  he  had  generally  looked 
upon  government  as  a  benign  and  reli- 
able friend,  now  he  frequently  saw  it  as 
an  implacable  antagonist  bent  on  de- 
stroying him. 

The  effect  of  this  role  reversal  can 
hardly  be  overemphasized;  it  is  a  key 
psychological  turning  point  of  the  drama. 
Thus  traumatized,  the  businessman  was 
ill  prepared  to  apply  his  genius  for  adapt- 
ing to  the  other  great  social  change  of  the 
Thirties,  the  government-sponsored  rise 
of  organized  labor  to  something  like 


power  equal  to  his  own. 

Right  at  the  New  Deal's  outset,  the 
National  Recovery  Act's  Section  7A 
granted  employees  the  right  "to  organize 
and  bargain  collectively  through  repre- 
sentatives of  their  own  choosing,''  and 
many  unions  took  this  as  a  charter  for 
militant  organizing  campaigns.  The 
United  Mine  Workers  gained  135,000 
members  in  three  weeks  and  more  than 
octupled  their  membership  in  two  years; 
the  United  Textile  Workers  almost  tre- 
bled in  number,  and  so  on.  Militant 
company  opposition  to  unionization  took 
the  form  either  of  legal  action — Weirton 
Steel  got  a  federal  district  court  to  de- 
clare Section  7A  unconstitutional,  and 
the  appeal  was  still  pending  when  the 
Supreme  Court  threw  out  the  entire 
NRA  in  1935— or  of  violence;  nearly  30 
persons  were  killed  in  labor  disputes  in 
1934.  It  was  the  National  Labor  Rela- 
tions Act  of  1935,  famous  as  the  Wagner 
Act,  reaffirming  the  right  to  organize  and 
backing  it  up  with  supporting  govern- 
ment machinery,  that  survived  judicial 
review  and  went  on  to  become  American 
labor's  Magna  Carta. 

The  Wagner  Act  put  business  resil- 
iency to  a  severe  test,  which  at  first  it 
seemed  to  fail.  Soon  after  the  law's  pas- 
sage, the  lawyers  representing  the  na- 
tion's largest  corporations  met  in  New 
York  and  came  to  a  consensus  that  the 
law  was  unconstitutional  and  should  be 
defied.  The  very  largest  companies  did 
not  defy  it — AT&T,  after  an  intricate  and 
hair-raising  internal  struggle,  decided  on 
compliance;  U.S.  Steel  signed  a  contract 
with  the  steelworkers'  union  and  avoided 
violent  confrontations — but  things  were 
otherwise  at  other  companies  in  and  out 
of  the  steel  industry. 


In  preparing  for  the  "Little  Steel" 
strike  of  1937,  Youngstown  Sheet  & 
Tube  and  Republic  Steel  were  later 
shown  to  have  equipped  themselves 
with  arsenals  of  machine  guns,  rifles, 
shotguns,  revolvers  and  tear  gas  dispens- 
ers, and  a  wide  variety  of  companies  in 
many  fields  employed  detectives  to  infil- 
trate unions  as  spies;  and  in  the  auto- 
mobile industry,  General  Motors  and 
Chrysler  were  recalcitrant,  while  Ford — 
now  far  behind  GM,  but  still  clinging  to 
the  number  two  spot  in  the  industry — 
proved  to  be  perhaps  the  most  intransi- 
gent of  all  large  companies. 

GM,  previously  determined  to  have 
no  dealings  with  outside  unions,  capitu- 
lated early  in  1937  to  the  first  effective 
"sit-down"  strike  and  signed  a  contract 
highly  favorable  to  the  United  Auto- 
mobile Workers.  Chrysler  soon  fol- 
lowed. But  Ford  dug  in  to  fight  to  the 
last  ditch,  and  had  Harry  Bennett  and 
his  "servicemen"  ready  to  do  the  fight- 
ing; in  the  infamous  "Battle  of  the  Over- 
pass" in  May  1937,  various  unarmed  la- 
bor organizers  including  Walter  Reuther 
himself  were  brutally  beaten  by  Ben- 
nett's men  when  they  attempted  to  dis- 
tribute leaflets  outside  the  River  Rouge 
plant  gates.  Ford  held  out  until  1941 
when,  under  heavy  wartime  pressure  to 
produce,  it  finally  signed  a  union 
contract. 

In  retrospect,  the  collective  wisdom  of 
American  business,  during  the  rise  of 
government  regulation,  social  reform 
and  the  labor  unions,  appears  less  than 
Solomonic.  From  Richard  Whitney  as- 
suring Congress  that  the  New  York  Stock 
Exchange  was  a  "perfect  institution' 
through  Alfred  Sloan  declaring  that  "in- 
dustry has  every  reason  to  be  alarmed  at 


the  social,  economic  and  financial  impli- 
cations" of  the  Social  Security  bill,  and 
on  to  the  du  Pont-hacked  American  Lib- 
erty League  with  its  tacit  encouragement 
of  scurrilous  anti-Roosevelt  gossip,  the 
majority  voice  of  business  was  some- 
times hysterical  and  often  downright 
wrong.  All  in  all,  it  was  a  moment  when 
business'  special  genius  failed.  The  fail- 
ure may  be  explained,  if  not  condoned, 
on  grounds  of  provocation  by  the 
opposition. 

Roosevelt  paid  little  attention  to  John 
Maynard  Keynes'  advice  that  he  refrain 
from  working  businessmen  into  the  sur- 
ly, obstinate,  terrified  mood  of  which 
domestic  animals,  wrongly  handled,  are 
so  capable  ";  throughout  most  of  his  term 
he  persistently  treated  them  in  a  taunt- 
ing manner  most  precisely  described  by 
the  German  word  for  sadistic,  juvenile 
humor,  schadenfreude .  Cornered  as 
they  felt,  businessmen  lost  much  of  their 
creativity.  Through  the  Thirties  there 
were  few  important  advances  in  manage- 
ment theory,  and  probably  the  greatest 
one  in  management  structure  was  a  huge 
rise  in  the  importance  of  public  relations 
as  a  device  more  for  self-protection  than 
for  public  enlightenment;  while  at  the 
end  of  the  decade  the  startling  bankrupt- 
cy of  the  big  drug  firm  McKesson  & 
Robbins  suggested  that  some  business- 
men had  lost  the  ability  to  keep  their 
own  books. 

Suddenly,  at  this  low  ebb  of  its  energy 
and  inventiveness,  business  was  rescued 
and  restored  by  a  sort  of  accident.  The 
Depression  ended,  but  not  because  of 
the  New  Deal.  In  terms  of  its  primary 
objective,  to  bring  about  economic  re- 
covery, while  dominating  the  stage  the 
New  Deal  had  shown  itself  a  blustering 
failure;  after  the  sharp  recession  of  1937- 
38  unemployment  stood  above  10  mil- 
lion, or  almost  20%  of  the  labor  force, 
only  5%  less  than  in  1933.  Essentially 
opportunistic,  a  kind  of  counterpart  of  its 
private-sector  opponent,  it  had  repeat- 
edly reversed  itself,  moving  from  delib- 
erate inflation  to  policing  of  prices;  from 
encouraging  business  collusion  to  strict 
antitrust  enforcement;  from  deficit 
spending  to  penny-pinching  and  then 
back  to  spending.  Yet,  while  failing,  the 
New  Deal  had,  almost  adventitiously, 
permanently  changed  the  nature  of 
American  economic  relations,  introduc- 
ing for  the  first  time  a  truly  mixed  econo- 
my. And  in  doing  so  it  had — again  per- 
haps adventitiously — taught  business 
two  lessons  that  it  would  never  there- 
after be  allowed  to  forget:  that  labor 
must  be  reckoned  with  as  a  force  with  its 
own  rights  and  powers  rather  than  ma- 
nipulated as  a  property,  and  that  free 
enterprise  works  best  in  the  long  run 
under  a  measure  of  government 
restraint. 

Then  came  1939  and  war  in  Europe. 
First  for  cash,  and  later  through  lend- 
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lease,  the  aircraft  industry  produced 
planes  for  the  nation's  allies,  and  more  of 
them  for  national  defense;  then,  with  the 
U.S.  entry  into  the  war  in  1941,  the 
whole  of  heavy  industry  was  rapidly  and 
brilliantly  mobilized  for  war  production. 

Lockheed  Aircraft  s  sales  went  from 
$35  million  in  1939  to  $668  million  in 
1943;  over  the  same  period  GNP  more 
than  doubled,  while  unemployment — 
still  over  17%  in  1939— all  but  vanished, 
even  though  the  labor  force  had  been 
hugely  augmented  by  the  wholesale  en- 
try into  it  of  women.  Even  production  of 
consumer  goods,  spurred  on  by  sudden- 
ly full  employment,  rose  25%  between 
1939  and  1941.  The  historian  Broadus 
Mitchell  has  properly  called  the  period 
"a  delightful  economic  interlude,  full  of 
pleasures  with  few  penalties."  Free  en- 
terprise had  come  through  again — more 
messily  than  stylishly,  but  intact.  The 
war,  whatever  else  it  did  to  the  world 
and  to  American  society,  succeeded  eco- 
nomically where  the  New  Deal  had 
failed:  It  ended  the  American  Depres- 
sion, and  thus,  in  the  closing  scene  of  Act 
II,  it  fills  precisely  the  role  defined  in 
classic  drama  as  that  of  deus  ex  machina. 

The  spectacular  performance  of 
American  industry  in  World  War  II, 
which  provides  the  first  scene  of  Act  III, 
was  as  much  a  triumph  as  its  loss  of 
energy  and  tone  in  mid-Depression  had 
been  a  failure.  Faced  with  a  very  con- 
crete and  very  practical  problem  involv- 
ing mainly  the  production  of  hardware 
rather  than  the  adoption  of  attitudes,  it 
was  in  its  element.  Even  the  appalling 
waste  that  went  along  with  the  process — 
some  $5.8  billion  down  the  drain  in  can- 
celed war  contracts  alone  by  the  end  of 


1943 — was  part  of  the  triumph.  Amen-) 
can  industry  was  operating  as  it  operated 
best:  energetically,  profligately,  untidi-l 
ly.  Plowshares  were  beaten  into  swords;) 
the  ships,  planes  and  tanks  rolled  oflj 
production  lines  ingeniously  adapted! 
from  peacetime  uses.  The  war  was  won;, 
industrial  technology  was  meanwhile) 
transformed  by  the  new  devices  and) 
techniques  that  the  pressures  of  wartimei 
had  forced  into  being  (among  them  ra- 
dar, microwave  radio  transmission  that 
would  soon  virtually  take  over  long-dis- 
tance telephone  service,  the  jet  plane, 
the  rocket,  DDT,  the  medical  use  of 
penicillin  and,  of  course,  nuclear  fission). 
When  the  war  was  over,  industry  found 
itself  sailing  into  uncharted  waters. 

On  the  basis  of  the  post- World  War  I 
experience,  a  sharp  recession  was  confi- 
dently and  reasonably  expected.  But  his- 
tory is  sly:  Its  Thucydidean  returns  tend 
to  come  in  unlikely  ways  and  moments, 
and  may  even  be  averted  by  general 
expectation.  There  was  no  significant 
postwar  recession  this  time:  Buoyed  first 
by  pent-up  consumer  demand,  the  out- 
come of  wartime  civilian  shortages  and 
deprivations,  and  soon  augmented  by 
Cold  War  military  demands,  the  national 
economy  leaped  off  into  the  greatest, 
largest  and  longest-sustained  boom  in 
history.  Gross  national  product,  after 
dipping  marginally  from  its  wartime 
peak  of  $213  billion  in  1945  to  $210 
billion  the  following  year,  just  about 
doubled  over  the  next  decade  and  went 
on  (artificially  aided  by  sporadic  rapid 
inflation,  which  in  the  postwar  era  re- 
placed unemployment  as  industrial  soci- 
ety's single  most  intractable  problem)  to 
pass  the  trillion-dollar  mark  in  1971. 

This  was  no  resumption  of  the  boom  of 


oosevelt  paid  little 
attention  to  John  Maynard  Keynes'  advice  that 
he  refrain  from  working  businessmen  "into  the 
surly,  obstinate,  terrified  mood  of  which  domestic 
animals,  wrongly  handled,  are  so  capable".... 
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A  LUXURY  COUPE  THAT  OFFERS 
MORE  THAN  THE  MERE  ILLUSION 
OF  HIGH  PERFORMANCE. 


INTRODUCING  THE  BMW  630CSi . 

This  year,  the  Bavarian  Motor 
Works  of  Munich,  Germany  will 
manufacture  less  than  four  thousand 
BMW  Coupes  for  the  entire  world. 

Yet,  what  makes  it  so  rare 
among  the  world's  luxury  coupes  is 
that  while  all  affect  the  racy  lines  and 
the  trappings  of  the  true  GT  car,  the 
BMW  630CSi  truly  is  one. 

While  the  630CSi  features  as 
lengthy  a  list  of  luxury  items  as  one 
could  reasonably  require  of  an  auto- 
mobile—supple leather,  full-power 
accessories,  etc.— it  provides  a  driv- 
ing experience  so  unusual,  so  exhila- 
rating that  it  will  spoil  you  for  any 
other  car. 

In  proclaiming  the  BMW  Coupe 
the  best  GT  car  in  the  world,  Town  & 
Country  magazine's  automotive 
authority  put  it  this  way:  "Before 
advertising  people  learned  that  you 
can  apply  any  name  to  any  kind  of 
car,  GT  stood  for  Grand  Touring, 
which,  simply  stated,  means  a 
closed,  two-door  car  with  consider- 
able style  and  considerable  perfor- 
mance. . .  I  can't  think  of  a  better  ex- 
pression of  the  GT  idea  than  this  car." 

©  1977  BMW  of  North  America.  Inc. 


BENEATH  ITS  LUXURY  IS  A  CAR 
WORTH  OWNING. 

If  the  Bavarian  Motor  Works  is 
known  for  anything,  it  is  superb,  in- 
novative engineering.  And  the  BMW 
630CSi  is  a  direct  reflection  of  this 
cache  of  engineering  intelligence. 

Its  suspension— independent  on 
all  four  wheels— is  quick  and  clean 
through  the  corners;  its  steering 
sharp  and  accurate. 

Its  four-speed  manual  transmis- 
sion (automatic  is  available)  slips 
precisely  into  each  gear.  And  its 
acceleration  comes  up  smoothly,  with 
the  turbine-like  whine  so  characteris- 
tic of  the  justifiably  renowned  3-liter 
BMW  engine. 

SUPERB  ENGINEERING 
SHOULDN'T  BE  CONFINED  TO  A 

CAR'S  MECHANICAL  PARTS. 

Traditionally  the  domain  of  the 
styhst,  the  interior  of  the  BMW 
630CSi— while  rife  with  creature 
comforts  and  complete  in  every 
sense— is  ergonomically  engineered 
to  the  nth  degree. 

All  seats  are  orthopedically 
molded;  both  front  seats  are  infinitely 
adjustable. 


Controls  are  within  easy  react 
and  all  instruments  are  instantly  v 
ble  in  an  innovative  three-zone  coi 
trol  panel  that  curves  out  toward  t 
driver  in  the  manner  of  an  airplane 
cockpit. 

So  thorough  is  the  integration 
human  and  machine  that  the  dnvl 
literally  functions  as  one  of  the  caii 
working  parts— the  human  part  th 
completes  the  mechanical  circuit. 

Intriguing?  "...  my  feeling  goes 
beyond  mere  respect. . . ,"  writes  th 
European  automotive  journal,  Car,' 
the  BMW  Coupe. 

"This  one  for  me,  is  the  definn 
BMW,  the  epitome  of  the  characte 
that  the  Bavarian  company  set  ou 
develop..." 
LET  US  ARRANGE  A  TEST  PRIM 
FOR  YOU. 

If  you'd  care  to  judge  the  BMV 
Coupe  for  yourself,  simply  phone  ij 
toll-free,  at  (800)  243-6000 
(Conn.  1-800-882-6500) 
and  we'll  arrange  a 
thorough  test  drive  for 
you  at  your  convenience. 

THE  ULTIMATE  DRIVING  MACHINE!! 

Bavarian  Motor  Works,  Munich,  German^ 
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I  the  1920s  or  a  continuation  of  the  reeov- 
I  ery  of  wartime,  but  a  whole  new  busi- 
I  ness  era,  venturing,  first  cautiously  and 
J  later  boldly,  into  whole  new  areas, 
j  bringing  with  it  an  entirely  new  manage- 
I  ment  stye  and  entirely  new  business  atti- 
I  tudes.  If  Henry  Ford  was  the  prototypi- 
j  cal  American  business  leader  of  the  Teen 
I  years,  Alfred  Sloan  of  the  Twenties,  and 
I  Sewell  Avery  of  the  Thirties,  Robert  S. 
1  McNamara,  30  years  old  when  he  was 
I  hired  by  Henry  Ford  II  in  1946,  epito- 
I  mized  the  new  style:  youth;  professional 
I  management  training,  preferaby  at  Har- 
1  vard;  daring,  but  not  the  old  kind  based 
I  on  hunches  and  a  propensity  to  gamble; 
I  possessed  instead  by  an  impersonal  sci- 
I  entific  spirit  going  far  beyond  Sloan's 
i  rationalism,  and  ultimately  based  on 
I  ways  of  thinking  engendered  by  that  new 
J  mechanical  brain,  the  computer. 

And  Avery?  The  man  whose  innate 
i  temperamental  caution  and  pessimism 

[I  had  been  just  the  thing  for  Montgomery 
i  Ward  in  the  Thirties  now  clung  stub- 

ftg  bornly  to  his  old  ideas  and  his  executive 
I  chair  long  after  1944,  when  in  a  wartime 
I  dispute  with  the  government  he  had 
I  been  carried  bodily  out  of  his  office  by 
J  soldiers,  managing  to  look  like  a  pasha  in 
1  state  rather  than  a  man  under  arrest. 
I  Even  while  the  chief  rival,  Sears,  Roe- 

I  buck,  was  swarming  forward  to  a  place 

II  among  the  nation's  top  ten,  Avery  con- 
I  tinued,  until  in  his  80s  he  was  finally 
|  separated  from  his  chair  by  his  own  com- 
i  pany's  directors  in  1955,  to  squirrel  away 

$700  million  in  cash  that  might  have 
been  used  for  expansion  against  the  new 

i  depression  he  considered,  as  he  once 
dramatically  told  his  stockholders,  to  be 
as  certain  as  rain. 

Avery  is  a  third-act  reprise  of  Henry- 
Ford  and  Herbert  Hoover,  a  man  be- 

•  trayed  by  too-inflexible  adherence  to 

i  ideology,  by  absence  of  the  American 

|  tensility  to  respond  to  new  conditions. 
Conversely,  the  usefulness  of  adaptabil- 

jj  ity  is  ironically  protrayed  in  the  case  of 
Robert  McNamara:  Not  himself  an  ex- 
ceptionally adaptable  man  (as  his  perfor- 

,  mance  as  Defense  Secretary  in  the  Viet- 
nam war  would  later  show),  his  presence 
at  Ford  and  the  ultramodern  style  he  and 
his  Whiz  Kid  colleagues  brought  there  in 

<  the  Forties  and  Fifties  represent  the  ulti- 
H  mate  adaptability  of  the  company  that 
had  been,  among  all  huge  companies, 

i  the  most  rigid  adherent  to  the  old-time 
corporate  religion. 

And  meanwhile  the  bitter  and  once 

>  apparently  permanent  business  attitudes 
of  New  Deal  days  magically  faded  away. 

i  The  management-labor  confrontations  of 
the  Thirties  and  to  a  lesser  extent  of 

i  wartime,  which  in  a  more  ideologically 

I  inclined  nation  might  have  moved  on  to 
outright  guerrilla  warfare,  had  a  brief, 
intense  revival  in  the  great  wave  of  occa- 
sionally violent  strikes  precipitated  by 
the  end  of  wage  controls  immediately 


after  the  war;  then,  with  astonishing  sud- 
denness, management  and  labor  discov- 
ered what  they  had  in  common — a  mutu- 
al interest  in  increased  profits,  which 
could,  after  all,  pay  more  wages  and 
pensions  as  well  as  more  dividends. 
There  were  still  periodic  strikes,  but  la- 
bor violence  became  all  but  extinct;  by 
comparison  with  the  strikes  of  the  Thir- 
ties, the  new  ones  were  like  stockholder 
meetings. 

A  new  partnership  had  been  discov- 
ered and,  of  course,  it  became  the  bane 
and  despair  of  old  Leftists,  who  saw  it  as 
the  sellout  of  labor's  soul.  We  saw  how 
labor  in  the  1920s  abandoned  its  radical 
political  associations  of  the  previous  two 
decades;  in  the  1930s  it  re-entered  poli- 
tics as  a  mainstream  participant,  mostly 
in  a  moderate-liberal  stance — a  move- 
ment that  culminated  in  the  formation  in 


1943  of  the  CIO  Political  Action  Com- 
mittee, whose  head,  Sidney  Hillman, 
became  the  subject  of  perhaps  the  most 
celebrated  apocryphal  phrase  in  the  his- 
tory of  American  labor-political  relations: 
"Clear  it  with  Sidney,"  alleged  by  the 
opposition  to  have  been  uttered  by 
President  Roosevelt  when  he  was  con- 
sidering the  choice  of  his  1944  running 
mate.  In  the  postwar  era,  labor  was 
scarcely  concerned  about  its  indispens- 
ability  to  Presidents,  which  it  now  took 
largely  for  granted  regardless  of  the  par- 
ty in  office.  Its  attention  was  focused 
firmly  on  the  next  contract  with  company 
management. 

At  the  same  time,  business  was  com- 
ing to  a  relative  truce  with  its  other 
former  mortal  foe,  government.  Busi- 
nessmen discovered  that  by  cooperating 
with  regulators  they  could  buy  a  mea- 


sure of  respite  from  competition — and 
also,  less  creditably,  that  they  could 
sometimes  buy  the  regulators  by  promis- 
ing to  hire  them  after  their  term  in  of- 
fice. Occasionally  there  was  a  whiff  of  the 
old  brimstone,  as  when  President  Ken- 
nedy and  Roger  Blough  of  U.S.  Steel 
squared  off  over  a  steel-price  rise  in 
1962.  But  that  was  an  exception.  The 
relatively  pure,  ideological  business-gov- 
ernment confrontation  of  the  New  Deal 
days  was  replaced  in  the  first  two 
postwar  decades  with  a  less  tidy  but  also 
more  constructive  spirit  of  accommoda- 
tion arising  partly  out  of  adaptability  and 
partly  out  of  the  discovery  that  govern- 
ment could  be  dealt  with. 

And  partly  out  of  the  plain  self-interest 
of  a  salesman  romancing  a  prospect.  The 
Cold  War,  combined  with  the  mush- 
rooming welfare  state,   made  govern- 


ment  what  it  had  never  before  been  in 
times  of  technical  peace — industry's  best 
customer.  By  the  Cold  War's  height  at 
the  end  of  the  Fifties,  military  purchases 
constituted  about  one-tenth  of  GNP,  and 
national  defense  had  become  the  biggest 
business  in  the  nation,  surpassing  even 
automobiles.  Between  1946  and  1967  al- 
most 1  trillion  government  dollars  went 
into  military  spending.  The  next  logical 
step  came  in  the  early  Sixties,  when  the 
Pentagon  became  convinced  that  aggres- 
sive selling  of  U.S. -made  weapons 
abroad  was  a  way  of  solving  the  nation's 
growing  international-payments  prob- 
lem. American  manufacturers  ;<! 
became  huge  suppliers  of  arms  to  ton 
countries;  General  Dynamics  aloi 
overseas  weapon  sales  of  more  thi 
billion  between  1962  and  1966;  Ameri- 
can arms  were  used  by  both  sides  in  the 


Henry  Ford  was 
prototypical  American  business  leader  of  the  teen 
years,  Alfred  Sloan  of  the  Twenties,  and  Sewell 
Avery  of  the  Thirties,  Robert  S.  McNamara 
epitomized  the  new  style :  youth ;  professional 
management  training,  preferably  at  Harvard... 
possessed  by  an  impersonal  scientific  spirit  that 
went  beyond  Sloan's  rationalism.... 


1965  India-Pakistan  war;  and  a  few  years 
later  Iran  had  a  large  military  establish- 
ment consisting  largely  of  hardware  im- 
ported from  the  U.S. 

Here,  then,  was  the  first  canker  in  die 
rose  of  postwar  industrial  expansion:  A 
crucial  part  of  it  could  legitimately  be 
called  warmongering.  The  obvious  and 
much  repeated  answer  was  that  if  the 
U.S.  wouldn't  sell  arms  to  its  allies,  the 


on  the  manufacture  and  sale  of  weapons 
of  war? 

It  could,  and  of  course  did,  to  the 
extent  that  the  boom  was  based  to  a  far 
greater  extent  on  things  for  peaceful  use. 
Whole  new  products  and  services,  harm- 
less at  worst  and  benign  at  best,  from 
labor-saving  household  appliances  to  di- 
rect long-distance  telephone  dialing  to 
photocopying  to  miracle  drugs,  emerged 


"...The  Gold  War,  combined  with  the  mushrooming  welfare 
state,  made  government  what  it  had  never  been  in  times  of 
technical  peace — industry's  best  customer..." 


Soviet  Union  would:  but  for  many  the 
answer  was  not  good  enough.  Even 
Dwight  Eisenhower,  the  U.S.'  most 
celebrated  soldier  of  modern  times  and 
its  President  through  the  key  Cold  War 
years,  in  his  famous  farewell  address  in 
1960  warned  against  the  "conjunction  of 
an  immense  Military  Establishment  and 
a  large  arms  industry"  with  "influence — 
economic,  political,  even  spiritual — felt 
in  every  city,  every  statehouse,  every 
office  of  the  federal  government.  "  Could 
a  nation  take  unalloyed  pride  in  unprec- 
edented affluence,  and  unprecedented 
industrial  peace  at  home,  when  that  af- 
fluence and  peace  were  based  so  largely 


from  the  alliance  of  industry  with  its 
postwar  court  magician,  science  and 
technology.  Edwin  Land's  Polaroid  cam- 
era and  Chester  Carlson's  Xerox  copying 
process  made  small,  struggling  compa- 
nies into  industrial  giants,  showing  that 
the  19th-century  ideal  of  success  through 
building  a  better  mousetrap  could,  in  the 
modern  economy  of  giantism  and  gov- 
ernment surveillance,  still  occasionally 
be  realized. 

Many  in  this  country  and  elsewhere 
are  alive  and  thriving  in  1977,  who  with- 
out drugs  introduced  by  postwar  Ameri- 
can industry  would  have  long  since  been 
incapacitated  or  killed  by  disorders  like 


hypertension,  polio,  cancer  and  insanity. 
The  digital  computer,  invented  in  Amer- 
ica during  and  just  after  World  War  II, 
began  being  used  in  business  in  the  early 
Fifties;  within  a  few  years  it  had  changed 
management  patterns  of  thought,  by  no 
means  necessarily  for  the  better,  but  in 
compensation  had  mechanized  much  of 
the  soul-destroying  routine  work  of  busi- 
ness and,  contrary  to  widespread  expec- 
tations, had  not  on  balance  destroyed 
jobs,  but  rather  created  them. 

Merely  incidentally,  it  had  created  en- 
tire new  industries  like  programming 
and  leasing  that  provided,  briefly,  the 
focal  point  of  the  great  stock  market 
boom  of  the  Sixties.  If,  as  Daniel  Bell  has 
suggested,  U.S.  Steel  was  the  prototype 
American  company  of  the  first  third  of 
the  century,  General  Motors  of  the  sec- 
ond and  IBM  of  the  third,  the  last- 
named  owes  its  place  of  eminence  to  the 
computer,  talisman  of  our  age. 

Along  with  such  triumphs,  there  were 
failures  on  a  grand  scale — most  melodra- 
matically perhaps,  Ford's  Edsel  car,  in- 
troduced in  1957  and  discontinued  in 
1959,  which  was  the  most  costly  to 
launch  consumer  product  in  history  and 
quickly  cost  the  company  perhaps  $350 
million;  but  Ford — the  new,  resilient 
Ford — found  ways  to  reuse  much  of  the 
Edsel  equipment.  Result:  It  bounced 
back  to  near-record  profits  and  a  record 


That's  a  Butler  building?" 


Yes.  that  is  a  Butler  building. 
T-n  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time       don't  know  it. 

B ecaifse  But ler  b u i  Id i ngs 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept:  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


^BUTLER^ 
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What  do 
Xerox  and  IBM  II  Copiers 
have  most  in  common? 

Both  are  most  commonly 
replaced  with  the 
Savin  780. 


It  has  become  a  common 
occurrence  for  the  Savin  780 
plain  paper  copier  to  replace 
both  Xerox  and  IBM  II  copiers. 

People  have  discovered  that  the 
Savin  780  is  a  most  uncommon 
copier.  Firstly,  it's  the  most 
reliable  machine  on  the 
market  — it's  practically  jam 
proof.  Half  of  all  paper  jams  are 
caused  by  long,  twisting  paper 
paths.  In  some  Xerox  machines, 
for  example,  a  copy  twists  and 
turns  over  four  feet  — often 
ending  up  somewhere  in  the 
middle.  In  our  machine,  a  copy 
moves  a  mere  12  inches  from 
storage  cassette  to  reproduction 
through  the  simplest  paper 


path  possible.  Obviously,  the 
less  distance  a  copy  has  to 
travel,  the  greater  the  chances 
are  that  it  will  survive  the  trip. 

Our  Copies  Not  Only  Keep 
Coming  Out— They  Keep 
Coming  Out  Better. 

The  Savin  780  has  a  mind.  An 
electronic  brain  reads  every 
original  first,  then  auto- 
matically makes  whatever 
adjustment  it  thinks  necessary 
to  give  a  clean,  clear,  needle 
sharp  copy  every  time, 
regardless  of  the  original.  We 
also  copy  on  to  two  sides.  The 
IBM  II  and  the  Xerox  copiers 
are  brainless  copiers— they 
treat  everything  the  same. 


Secondly,  the  IBM  II  can't  copy 
on  to  both  sides. 

Why  Pay  For  The  Price 
Of  Fame? 

Unquestionably  their  names 
alone  have  given  Xerox  and 
IBM  premium  positions  in  the 
business  office.  The  real 
question,  now,  is  how  much  of  a 
premium  do  you  want  to  pay  to 
do  business  with  them.  The 
Savin  780  copier  is  a  lot  more 
copier  for  a  lot  less  money. 

Contact  us  for  a  demon- 
stration—we'll prove  the  point 
by  doing  it  right  alongside  your 
current  copier.  For  the  name  of 
the  location  nearest  you,  fill  out 
and  mail  the  coupon  below. 


5T& 


Savin,  Valhalla,  N.Y.  10595 
□  Please  provide  additional  information  about  the 
Savin  780  plain  paper  copier. 


Name/Title_ 
Firm  


F7915 


Address  

Telephone - 
City  


.State- 


.Zip. 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


®Savin,  Savin  logotype  and  Savin  780  are  registered  trademarks  of  Savi-,  B 

Machines  Corporation. 
®Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
©IBM  and  IBM  II  are  registered  trademarks  of  IBM  Corporation. 


stock  price  in  the  very  year  of  the 
discontinuance. 

These  facts  and  the  aura  of  celebration 
that  they  carry,  so  often  brushed  aside  or 
taken  for  granted,  must  not  be  excluded 
from  the  drama;  they  are  the  givens  of 
postwar  American  industry,  the  thesis 
against  which  the  more  fashionable  an- 
tithesis must  be  set.  And  if  the  antithesis 
began  with  the  role  of  armaments  manu- 
facturing and  selling,  it  continues  with 
the  abuses  attendant  upon  the  great  con- 
glomerate movement  of  1954-70 — a  pure 
phenomenon  of  adaptability,  but  at  its 
worst  a  phenomenon  of  adaptability  gone 
wrong,  spilling  over  into  loophole-seek- 
ing and  corner-cutting.  An  analogy 
might  be  the  essentially  benign  and  use- 
ful immunity  system  within  the  human 
body.  The  system  sometimes  goes  out  of 
control  and  attacks  the  organism  it  is 
designed  to  protect. 

Conglomerates  came  about  chiefly  for 
two  reasons:  because  multiple  mergers 
in  a  period  of  stock  market  boom  are  the 
surest  way  (apart  from  building  a  better 
mousetrap)  of  attracting  investors 
through  higher  reported  earnings,  and 
because  postwar  antitrust  policies  gener- 
ally blocked  mergers  among  large  com- 
panies in  the  same  or  related  busi- 
nesses— that  is,  nonconglomerate  merg- 
ers. The  word  "conglomerate"  to  de- 
scribe corporate  acquisition  of  unrelated 
businesses  turned  up  (along  with  a  pro- 
phetic but  generally  disregarded  warn- 
ing) in  a  Federal  Trade  Commission  re- 
port in  1948.  The  phenomenon  itself 
began  on  a  large  scale  in  about  19.54, 
when  Litton  Industries,  then  a  small 
electronics  company,  made  the  first  in  a 
seemingly  endless  series  of  acquisitions 
that  would  eventually  make  it  the  44th- 


largest  American  company.  Ling-Temco- 
Vought  (later  LTV),  at  its  peak  the  14th- 
largest,  began  conglomerating  in  19.55; 
International  Telephone  tk  Telegraph, 
eventually  number  11,  began  in  1960. 

The  story  of  conglomeration  "in  the 
early  Sixties  needs  only  a  headline-style 
summary:  how  company  after  company 
found  that  it  could  grow  faster  and  more 
painlessly  by  acquisitions  than  by  selling 
more  of  its  products:  how  intricate  and 
ingenious  innovations  in  corporate  secu- 
rities and  accounting  practices  made  it 
possible  to  buy  companies  without  cash, 
even  to  pay  off  the  purchase  debt  out  of 
the  assets  of  the  acquired  company;  how 
the  apparently  boundless  enthusiasm  of 
securities  buyers  for  rising  profits  made 
it  appear  that  the  new  game  could  go  on 
indefinitely;  how  established  manage- 
ment theorists  justified  the  game  on 
grounds  of  the  new  idea  of  "'professional 
management,"  presumed  to  be  as  com- 
petent at  one  business  as  at  another. 

In  hindsight — the  way  such  things  are 
always  best  perceived — it  is  easy  to  see 
echoes  of  the  past  in  the  conglomerate 
movement.  The  merger  madness  was  a 
repetition  in  new  form  of  the  Twenties 
corporate  combinations.  The  pyramiding 
of  companies  on  a  shaky  base  of  debt 
suggested  the  investment  trusts  and 
public  utility  holding  companies  of  that 
period;  the  temporary  revival  of  one- 
man,  huneh-and-genius  top  manage- 
ment recalled  even  earlier  times. 

Did  not  some  of  those  geniuses  of  the 
moment,  the  conglomerators,  recognize 
that  conglomerates  were  playing  with 
fire?  Indeed  they  did.  For  one,  John  R. 
Beckett,  president  (and  now  chairman) 
of  a  leading  corporate  acquisitor,  Trans- 
america  Corp. ,  said  in  1967:  "There's  a 


great  danger  of  people  .  .  .  trying  to  do 
what  we're  doing,  and  getting  them- 
selves completely  overextended. 
They're  using  too  muc  h  of  debt  securi- 
ties .  .  .  pay  ing  too  high  a  price  to  ac- 
quire something,  and  pyramiding.  They 
could  eventually  get  into  very  serious 
difficulties." 

Other  leading  conglomerators  ex- 
pressed similar  views — but,  like  Beck- 
ett, made  exceptions  of  themselves.  Itj 
was  always  somebody  else  w  ho  was  abus- 
ing the  possibilities  of  the  situation  (and 
indeed,  Beckett  himself  later  made  some 
of  the  mistakes  he  had  warned  against). 
Thus  the  rise  of  conglomerates,  whose 
fall  will  occupy  our  stage  later,  compli- 
cates the  play  by  adding  a  new  theme: 
that  pragmatic  improvisation,  the  genius 
of  American  business,  can  sometimes  be 
a  dangerous  genius. 

But  something  bigger  than  domestic 
conglomeration  was  going  on  at  the  same 
time.  In  the  world  of  commerce,  national 
boundaries  were  falling,  partly  through 
the  realization  of  Adam  Smith's  dream  of 
free  international  trade — postwar  world 
trade  far  exceeded  the  w  ildest  of  expec- 
tations— and  partly  through  the  invest- 
ment by  companies,  particularly  Ameri- 
can companies,  in  operating  subsidiaries 
abroad. 

The  tag  "multinational  corporation" 
was  new— David  Lilienthal  is  credited 
with  having  coined  it  in  1960 — but  the 
thing  it  described  was  not.  American 
companies  had  produced  farm  equip- 
ment, sewing  machines  and  the  like  in 
England  in  modest  quantities  as  early  as 
the  turn  of  the  century;  the  mining  and 
petroleum  industries  had  invested 
abroad  shortly  thereafter,  while  auto- 
mobile and  automobile-part  manufactur- 
ers had  first  established  themselves  as 
producers  abroad  after  W  orld  W  ar  I.  For 
generations  a  few  specialized  companies 
like  United  Fruit  and  ITT  had  derived  a 
huge  percentage  of  their  revenues  from 
operations  abroad — but  only  a  few. 

A  whole  complex  of  disparate  forces 
can  be  cited  as  contributing  elements  to 
the  rapid  multinationalization  of  Ameri- 
can big  business  in  the  post-W'orld  War 
II  period:  the  fact  that  European  con- 
sumer demands  could  not  be  met  by 
war-damaged  European  industry;  the 
overvaluation  of  the  dollar  brought  about 
at  Bretton  Woods  in  1944;  the  trade 
barriers  and  transportation  costs  that 
made  investment  an  increasingly  more 
attractive  means  of  capturing  foreign 
markets  than  export;  the  relative  cheap- 
ness of  foreign  labor;  the  tax  advantages 
and  other  investment  incentives  some- 
times available,  particularly  in  underde- 
veloped countries;  the  threat  of  antitrust 
action  when  a  huge  company  increased 
its  domestic  market  share.  These  dispa- 
rate forces  add  up  to  a  unify  ing  fact — in 
the  postwar  period  U.S.  industry  be- 
came too  big  and  too  powerful  to  be 


at  the  end  of  the  Fifties,  military  purchases 
constituted  about  one-tenth  of  the  gross  national 
product,  and  national  defense  had  become  the 
biggest  business  in  the  nation,  surpassing 
even  automobiles. . . . 
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How  to  keep  a  rent  a  car  company 
rom  taking  your  company  for  a  ride. 

Everyone  knows  that  company  car  rental  plans 
give  you  low  rates.  Avis  gives  you  that  and 
something  more  important— innovations  that 
give  you  tighter  control  of  your  company's  costs. 

Now  you'll  never  pay  more  than  the  rate 
you've  agreed  to  pay  with  Avis' 
guaranteed  car  class  rate. 

Your  Wizard  Number  makes  sure  of 
it.  We  record  the  details  into  our  central 
omputer,  then  transmit  them  throughout  the  Avis  Wizard  system.  When  your 
mployees  reserve  an  Avis  car  using  their  Wizard  Numbers,  our  computer 
utomatically  retrieves  the  information  and  reserves  the  class  rate  you've 
pecified.  And  our  agents  know  exactly  what  that  class  is. 

Your  Wizard  Number  gives  you  full  control  over  your  car  rental  budget, 
here's  less  chance  of  error.  And  our  agent  won't  even  suggest  a  more  expensive 
ar.  (Naturally,  if  the  car  they've  reserved  isn't  available,  they'll  get  a  more 
ixpensive  car  at  your  guaranteed  rate.) 

Your  money  shouldn't  be  held  prisoner  by  a  rent  a  car  company. 

Lots  of  other  car  rental  companies  wait  until  the  end  of  the  year  to  give 
our  company  its  volume  discount.  A  rebate  that  can  amount  to  as  much  as 
50,000  or  more. 

Avis  is  different.  Your  volume  discount  is  factored  into  the  rental  rate  with 
ery  transaction,  so  you  have  better  cash  flow. 

Your  employees  shouldn't  be  doing  car  rental  employees'  work. 

That's  what  happens  when  your  company  gets  hundreds  of  separate  car  rental 

•ills.  Avis  eliminates  that  with  Central  Billing.  It  identifies,  summarizes  and  bills 

11  individual  worldwide  charges  on  one  monthly  statement  (with  individual 

ental  agreements  attached  so  they  can  be  verified). 

This  urge  to  help  you  control  your  costs  drove  us  to  develop  other  programs 

oo.  Like  a  choice  of  billing  plans,  so  you  can  find  one  that  suits  you  best.  And 

:xtra-fast  service  for  business  travelers  with  Wizard  Numbers.! 

or  more  information,  call  our  Director  of  Commercial  Sales 

1 800-645-6070*  toll-free.  l4,       .  . 

We  try  harder. 


AM 


Avis  Rent  A  Car  System,  Inc. 


In  N.Y.  State,  call  516-222-3565.  Avis  rents  all  makes... features  cars  engineered  by  Chrysler. 


contained  by  its  own  nation  s  borders. 

In  1950  U.S.  private  investment 
abroad  amounted  to  about  S12  billion, 
mostly  in  petroleum  and  minerals  ven- 
tures in  Canada,  Latin  America  and  the 
Middle  East.  By  1968  the  figure  had 
almost  sextupled  to  $65  billion,  and  the 
balance  had  shifted  to  a  preponderance 
of  manufacturing  over  natural  resource 
extraction:  by  the  mid-Seventies  the  fig- 
ure had  doubled  again  to  more  than  $130 
billion.  The  greatest  American  compa- 
nies had  become,  in  effect,  world  compa- 
nies, with  General  Electric  deriving 
more  than  one-fourth  of  its  revenues 
from  foreign  operations,  Xerox  almost 
two-fifths.  Exxon  almost  two-thirds,  and 
IBM,  with  more  than  60%  of  the  huge 
European  computer  market,  a  target  for 
rancor  in  every  major  capital  on  the 
Continent. 


So  the  old  metaphorical  term  "indus- 
trial empire'  came  to  have  a  literal 
meaning:  by  force  of  commerce  rather 
than  military  conquest,  the  citizens  of 
one  nation  came  for  the  first  time  in 
history  to  control  a  true  economic  em- 
pire stretching  around  most  of  the  world. 
For  good  or  bad?  The  debate,  simmering 
all  along,  became  strident  in  the  late 
Sixties  when  the  multinationalization  of 
industry  became  the  greatest  single  fact 
of  world  commerce,  and  the  economic  or 
even  political  fate  of  host  countries  could 
be  affected  by  decisions  in  Park  Avenue 
boardrooms.  The  American  labor  move- 
ment loudly  objected  to  "exporting 
American  jobs,'  claiming  a  net  loss  of 
400.000  such  jobs  due  to  overseas  busi- 
ness operations  over  the  period  1966-70: 
but  a  Harvard  Business  School  study  for 
the  Department  of  Commerce  in  1971 


concluded  that,  by  increasing  demand 
for  home-built  capital  equipment  and  by 
stimulating  exports  and  the  general 
economy,  such  operations  actually 
brought  about  job  growth  at  home. 

Proponents  of  multinationals*  main- 
tained that  they  increased  the  efficiency 
of  world  trade  and  thereby  permitted 
huge  savings  to  all;  opponents  contended 
that,  through  the  massive  trading  in  cur- 
rencies that  multinationals  must  do  to 
protect  their  profits,  they  helped  bring 
about  monetary  crises.  Proponents  said 
that  in  underdeveloped  countries  (where 
they  operated  far  less  extensively  than  in 
industrial  countries!  the  multinationals 
at  great  risk  to  themselves  created  entire 
modern  communities  out  of  wilderness, 
providing  cheap  goods  and  jobs  and  rais- 
ing the  living  standard;  opponents  re- 
plied that  they  merely  looted  such  coun- 


tries of  natural  resources  and  cheap 
labor,  bearing  away  the  profits,  destroy- 
ing local  industries,  meddling  with  local 
government,  escaping  legal  checks  from 
any  government,  widening  the  gap  be- 
tween rich  and  poor.  Finally,  opponents 
saw  in  the  spread  of  American  multina- 
tional influence  the  ultimate  Coca-Colo- 
nization of  the  world,  destroying  deep- 
rooted  indigenous  cultures  and  replacing 
them  with  American  pop  culture  at  its 
most  enervating. 

These  questions  remained  unsettled 
in  1965;  so  do  they  still.  Plenty  of  facts 
and  figures  could  be  adduced  to  support 
either  side,  depending  on  the  hypoth- 
eses used.  Perhaps  ultimately  the  ques- 
tion was  and  is  a  moral  and  philosophical 
one:  whether  someone  from  one  country 
ought  to  be  allowed,  or  encouraged,  to 
conduct  his  business  in  another.  In  the 


Seventies  the  imbalance  would  begin,  tc) 
some  extent,  to  correct  itself.  A  great 
popular  and  governmental  movement 
against  U.S.  multinationals,  beginning  in 
1970,  would  result  in  tighter  accounting 
rules  for  their  foreign  operations  and 
threaten  their  tax  advantages.  Labor 
costs  in  many  foreign  countries  would) 
shoot  up  to  par  with  those  at  home.  The! 
1971-72  dollar  devaluation  against  gold 
and  most  foreign  currencies,  the  first 
U.S.  devaluation  since  1934,  would  sud4 
denly  make  U.S.  investment  attractive! 
to  foreign  corporations,  and  by  the  end 
of  1976  such  investment  would  be  up  to| 
S32  billion  and  rising  rapidly. 

Widespread  reports  of  overseas  brib- 
ery by  hundreds  of  American  multina- 
tionals would  add  to  their  public  disfavor 
or  disgrace.  But  the  fact  is  that  in  1965 
the  U.S.  multinationals  were  riding  their 
highest.  From  Caracas  to  Oslo,  from 
Seoul  to  Abadan.  they  put  an  American 
stamp  on  the  commerce  and  industry  of 
the  world,  ironically  creating,  only  de- 
cades after  their  nation  had  abandoned 
its  vestiges  of  the  old  political  form  of 
colonialism,  what  could  be  regarded  as 
the  beginnings  of  a  new  economic  form 
of  the  same  thing. 

The  economic-development  "race" 
between  the  free  American  economy  and 
the  directed  Russian  one.  which  had 
gone  on  so  spiritedly  between  the  wars, 
was  now  turning  out  to  be  hardly  a  race 
at  all.  True  enough,  with  the  coming  of 
the  Cold  War  there  began  a  new  and 
hair-raising  contest  to  produce  lethal 
arms  and  means  of  delivering  them, 
which  would  culminate  in  the  Sixties  in 
the  competition  to  dominate  space.  True 
enough,  too,  during  the  Cold  War  peri- 
od the  Russians  under  domestic  pressure 
began  at  last  turning  their  attention  to 
consumer  goods,  albeit  sporadically.  But 
in  terms  of  the  basic  purpose  of  a  civilian 
economy — to  produce  more  goods  and 
services,  and  therefore  a  better  life,  for 
more  people — the  postwar  Russian  and 
American  situations  had  lost  most  points 
of  comparison. 

For  one  thing,  the  Russian  economy 
had  for  a  second  time  been  devastated  by 
war  (about  one-fourth  of  the  nation's  re- 
producible wealth  destroyed  in  four 
years),  while  for  the  second  time  the 
U.S.  .  economy  had  greatly  benefited 
from  the  same  war.  The  economic  in- 
equity was  thus  vastly  magnified.  More- 
over, the  unreliability  of  Soviet  figures, 
combined  with  the  fact  that  the  Soviet 
economy  was  so  largely  based  on  short- 
ages and  rationing  rather  than  allocation 
by  market  forces  that  money  in  the  two 
countries  scarcely  meant  the  same  thing, 
reduced  Russian-American  economic 
comparisons  almost  to  the  status  of  com- 
parisons between  apples  and  oranges. 
Even  so,  beyond  question  the  Russian 
economy,  civilian  and  military,  grew 
much  faster  than  ours  during  the  Fifties 


suggested,  U.S.  Steel  was  the  prototype  American 
company  of  the  first  third  of  the  century, 
General  Motors  of  the  second  and  IBM  of  the 
third,  the  last-named  owes  its  place  of 
eminence  to  the  computer,  talisman  of  our  age.... 
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More  and  more  your  kilowatts 
will  depend  on  coal. 


As  utility  systems  increasingly  convert  to  coal  as  a  major  fuel,  coal  producers  look  to 
FMC  as  a  major  supplier  of  essential  equipment  and  systems. 

For  mine  operators,  FMC  manufactures  roof  drills,  shuttle  cars,  portal  buses,  utility 
cars,  feeder-breakers.  For  coal  transporters,  rail  cars  and  car  dumpers.  For  processors, 
complete  coal  preparation  plants,  handling  systems,  bucket  elevators,  conveyors,  vibrating 
screens  and  feeders,  separators,  dryers.  For  power  plant  operators,  a  patented  process  to 
control  sulfur  dioxides  caused  by  coal  combustion. 

FMC  is  a  leader  in  technology  for  converting  coal  to  pipeline  quality  gas,  and  works 
with  the  Bureau  of  Mines  to  improve  mine  safety  and  productivity. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  construction  and  mining 
equipment,  petroleum  and  fluid  control  equipment,  power  transmission,  material  handling, 
industrial  and  agricultural  chemicals.  Write  FMC  Corporation,  200  East  Randolph  Drive, 
Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


Why  drive  a 
Mercedes-Benz  280SE? 


Here's  a  car  full  of  reasons: 


Safety.  Control.  Driving  confidence.  Peace  of  mind. 
All  are  valid  reasons  why  one  chooses  a  car. 

For  many  people,  a  Mercedes-Benz  is  the  only 
|  ,  m  logical  answer  to  these  requirements.  Get  to  know 
%  *    V  the  280SE,  and  you'll  understand  why. 


You  can  see  at  first  glance  that  the 
Mercedes-Benz  280SE  is  a  graceful 
car,  an  obvious  heir  to  the  legend- 
ary Mercedes-Benz  reputation  for 
elegance.  What  is  less  obvious  is 
the  degree  of  control,  and  the  re- 
sulting sense  of  confidence,  that 
it  imparts  to  you. 

What  gives  the  280SE  its  un- 
usual capabilities?  Scores  of  ad- 
vanced engineering  ideas  com- 
bined into  a  unique  whole.  Ideas 
that  have  made  a  Mercedes-Benz 
the  most  copied  sedan  in  the  world 
...that  have,  over  the  past  five 
years  alone,  given  Mercedes-Benz 
a  higher  average  resale  value  than 
any  luxury  car  made  in  America. 

Mastery,  not  mysteries 

All  of  the  special  qualities  of  the 
Mercedes-Benz  280SE  are  down- 
to-earth  and  practical;  they're 
neither  mysterious  nor  hard  to 
understand.  Quite  simply,  here  is 
a  car  that  responds  to  your  com- 
mand. A  car  that  helps  to  make 
your  life  a  bit  simpler  instead  of 
more  complicated. ..and,  perhaps 
for  the  first  time  ever,  lets  you  feel 
that  you  are  driving  with  maxi- 
mum control. 

You  can  appreciate  these  bene- 
fits each  time  you  take  the  wheel. 
Some  features  that  create  them 
are  standard  equipment  on  the 
280SE  — yet  are  missing  from 
even  the  latest  models  of  other 
makes.  For  example: 

Most  cars,  even  luxury  models, 


surprisingly,  still  don't  have  inde- 
pendent suspension  on  all  four 
wheels.  The  280SE  does.  Which 
means  the  280SE  keeps  better 
contact  with  the  road,  and  there- 
fore can  help  you  be  master  of 
even  a  wet,  twisting,  bumpy  road. 
And  powerful  four-wheel  disc 
brakes  (most  domestic  cars  just 
have  discs  on  the  front  wheels) 
to  help  you  stop  with  control  and 
authority. 

The  list  of  practical  "pluses" 
goes  on: 

Panoramic  visibility 
-In  the  280SE  you 
have  an  extraordinar- 
ily clear  view  of  the 
world  through  over 
thirty  square  feet  of 
tinted  glass. 
Cruise  Control  with 
a    memory— It    maintains  any 
speed  without  your  having  to 
touch  the  gas  pedal.  Should  you 
want  to  accelerate  or  slow  down, 
simply  touch  a  switch  to  return 
the  car  to  your  original  speed. 
Automatic  Climate  Control- 
Winter  or  summer,  muggy  weather 
or  dry,  this  system  was  designed 
to  help  keep  temperature  and 


humidity  right  where  you  set  it. 

Security  system— Turn  the  key, 
and  instantly  you've  locked  all 
four  doors,  the  trunk  and  the  gas- 
tank  filler  port. 

Instruments  that  truly  help  — 

Some  cars  have  warning  lights 
that  only  tell  you  when  your  car's 
in  trouble.  The  280SE's  numerous 
instruments  keep  you  informed 
at  all  times;  there's  even  a  helpful 
front  brake-pad  wear  indicator. 
Multipurpose  safety  control  — 
Without  taking  your  hands  off  the 
steering  wheel,  you  can  actuate  the 
turn  signal,  dim  or  brighten  the 
headlights,  wash  the  windshield 
and  turn  on  the  three-speed  wipers. 


Sweeping  rearward  visibility,  phis 
responsive  power  steering,  makes  backing  the  280SE 
into  a  tight  space  refreshingly  easier. 

Generous  door  openings— The 

280SE's  front  doors  open  a  full, 
unobstructed  36  inches.  A  bless- 
ing when  you  enter  or  exit  with 
an  armload  of  packages. 

Why  drive  a  Mercedes-Benz 
280SE?  See  your  local  Mercedes- 
Benz  Dealer  and  take  a  get- 
acquainted  drive.  You'll  discover 
a  car  full  of  reasons. 


Mercedes-Benz 


Engineered  like  no  other  car 
in  the  world. 


The  trunk  of  the  280SE  offers  a 
capacious  18.2  cubic  feet  of  usable  space. 


There  are  signs  that  tell  you  where  to  go 

and  how  to  go. 


This  sign  tells  you  that  you've  arrived. 


Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 

CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO..  N.Y.C. 


term  "industrial  empire"  came  to  have  a  literal 
meaning ;  by  force  of  commerce  rather  than  military 
conquest,  the  citizens  of  one  nation  came  for 
the  first  time  in  history  to  control  a 
true  economic  empire  stretching  around 
most  of  the  world.... 


and  somewhat  faster  during  the  Sixties; 
Russian  GNP,  in  the  best  estimates,  was 
less  than  one-third  of  American  GNP  in 
1950  and  almost  half  in  1960,  while  be- 
tween 1950  and  1965  Soviet  per-capita 
consumption  almost  doubled. 

The  vengeful  chorus  of  the  between- 
war  years  had  changed:  mutedly  but  un- 
mistakably, the  chorus  was  now  singing 
"Yankee  Doodle."  Sometimes,  to  be 
sure,  it  was  singing  off-key.  The  rigidly 
directed  Soviet  organization  of  industry 
served  to  impede  success  in  the  Western 
game  of  consumer-goods  production  and 
distribution.  Nikita  Khrushchev,  if  he 
understood  that  the  automobile  was  the 
mainspring  of  the  American  consumer- 
goods  economy  ,  had  no  wish  to  make  it 
so  in  Russia;  regarding  the  private  car  as 
a  symbol  of  capitalist  decadence,  he  de- 
liberately held  down  automobile  produc- 
tion except  for  official  state  use,  and  as 
late  as  1974,  eight  years  after  the  inaugu- 
ration of  the  huge  cooperative  venture 
with  Fiat  to  produce  cars  for  private  use 
at  Togliattigrad  on  the  Volga,  only  four 
Russian  families  per  hundred  owned  a 
car,  as  against  82  families  per  hundred  in 
the  U.S. 

Again,  production  based  on  the  deci- 
sions of  bureaucrats  rather  than  demand 
in  a  free  market  resulted  in  such  bewil- 
deringly  irrational  ups  and  downs  as  oc- 
curred in  the  production  of  electric 
irons,  of  which — not  because  of  vari- 
ations in  demand  but  because  of  bureau- 
cratic whim — 5.3  million  rolled  off  the 
lines  in  1955,  1.7  million  in  1957  and 
another  5.3  million  in  1960.  Or  we  may 
sympathize  with  the  Bolshevichka  cloth- 
ing factory  (described  by  Robert  G.  Kai- 
ser in  his  recent  book,  Russia),  one  of 
whose  problems  was  that  its  suits  shrank. 
Why  not  use  preshrunk  fabric?  a  report- 
er from  Izvcstia  asked.  A  factory  official 
replied:  "We  can't  preshrink.  I'm  given  1 
million  meters  of  fabric,  and  after  pre- 
shrinking  it  will  be  900,000  meters. 
They  11  ask  what  happened  to  the  rest." 

Thus,  clownishly  at  times,  the  postwar 
Russians  rose  from  the  ashes  a  second 
time  and  hurried  to  catch  up,  often  ap- 
pearing to  achieve  their  triumphs  in 
spite  of  rather  than  because  of  their  ide- 
ology— that  is,  by  warily  approaching  the 
American  system  of  no-system,  of  trial 
and  error.  First-hand  observers  of  both 
economies  in  the  postwar  period  often 
remarked  that,  as  both  American  and 
Russian  industrial  organizations  became 
huger  and  more  successful,  they  tended 
to  become  more  alike.  Adolf  Berle  even 
remarked  in  1960  that  the  free-enter- 
prise manager  at  the  head  of  a  giant 
corporation  and  the  commissar  in  charge 
of  a  giant  government-owned  Soviet  in- 
dustrial combine  were  essentially  the 
same  type  of  man. 

Little  by  little,  meanwhile,  the  Rus- 
sians were  coming  to  the  view  that  their 
own  best  interests  were  served,  not  by  a 


capitalist  West  headed  for  bankruptcy 
and  chaos  as  prescribed  by  Marx,  but 
rather  by  a  capitalist  West  in  a  state  of 
economic  health,  ready  and  able  to  sup- 
ply them  grain,  manufactured  goods, 
machinery  and  technical  skills  in  ex- 
change for  that  once-hated  commodity, 
Moscow  gold. 

The  old  ideological  competition  had 
become  obsolete  and  meaningless;  the 
material  competition,  despite  brave  Rus- 
sian gains,  was  ludicrously  one-sided. 
Later  we  will  see  the  Russians  displaced 
by  others  in  the  role  of  leading  foreign 
threat  and  critic  to  America  in  economic 
matters;  in  the  early  postwar  years,  de- 
spite the  concurrent  competition  in 
arms,  the  Russians  progressively  gave  up 
trying  to  lick  the  American  system  in 
favor  of  trying  to  join  it. 

In  1965,  as  the  curtain  comes  down  on 
Act  III,  the  American  multinational  cor- 
poration stands  as  the  symbol  and  sum- 
mary of  what  has  happened  over  two 
postwar  decades.  Anything,  it  seems  to 
be  saying,  is  possible  for  American  busi- 
ness. The  world  is  its  territory;  outer 
space  may  be  next.  Its  old  enemies,  la- 
bor and  government,  have  largely  been 
co-opted  as  allies.  Labor  has  abandoned 
hostile  ideology  in  favor  of  market  union- 
ism, aimed  only  at  getting  higher  wages 
and  pensions  rather  than  overthrowing 
or  even  reforming  capitalism;  business 
finds  that  these  demands  may  be  met 
and  profits  maintained  by  the  simple 
process  of  raising  prices,  thereby  com- 
pleting the  life  cycle  of  inflation — but 
why  worry  about  inflation  when  the  now- 
accepted  new  chief  physician  of  the  eco- 
nomics ward,  John  Maynard  Keynes,  has 
explained  that  moderate  inflation  is  gen- 
erally good  for  us? 


Government  in  1965,  reconverted 
from  business'  implacable  antagonist  to 
its  best  customer,  has,  to  be  sure,  not 
reverted  to  its  1920s'  role  as  business' 
servant  and  booster;  nevertheless,  even 
its  officially  constituted  critics  and  gad- 
flies of  business,  its  huge  estabishment  of 
regulators  and  antitrust  prosecutors, 
now  promote  industrial  growth  as  being 
in  the  public  interest.  Great  industry- 
created  innovations  in  medicine,  agricul- 
ture, consumer  goods,  office  equipment 
and  many  other  fields  are  all  but  univer- 
sally perceived  as  evidence  of  business' 
role  in  improving  the  conditions  of  life 
not  just  in  the  U.S.  but  around  the 
world.  The  Dow  Jones  industrial  average 
is  flirting  with  the  magic  figure,  long 
thought  unattainable  by  all  but  the  wild- 
est optimists,  of  1000.  The  nation  has  for 
several  years  enjoyed  the  economic- 
Paradise — permanent,  it  is  believed; 
temporary,  as  things  will  turn  out — of 
steady  growth  with  low  unemployment 
and  a  low  rate  of  inflation.  The  President 
of  the  U.S.  has  set  as  his  principal  goal 
that  of  abolishing  poverty;  and  indeed,  it 
is  possible  to  believe,  at  this  particular 
moment,  that  adaptable  and  pragmatic 
American  free  enterprise,  upon  which 
now  the  sun  never  sets,  will,  with  the 
cooperative  guidance  of  government,  in- 
deed be  able  to  abolish  poverty  around 
the  world. 

True  enough,  there  are  clouds  gather- 
ing on  the  horizon,  and  many  other 
clouds  invisible  just  below  it;  but  in  the 
hubris  of  business  and  the  euphoria  o 
constituents  in  1965,  the  clouds  appeal 
no  bigger  than  a  man's  hand. 

A  rumble  of  ominous  drums  ushi  rs  in 
the  last  act. 


The  sequence  of  events,  some  only 
distantly  related  to  the  others,  that  pro- 
foundly shook  American  business'  opti- 
mism and  self-confidence  in  the  second 
half  of  the  Sixties,  begins  with  a  sudden 
fall  from  grace  of  the  American  currency. 
While  American  companies  were  plant- 
ing their  flags  in  every  corner  of  the 
earth,  the  dollar,  pledged  by  its  govern- 
ment to  be  as  good  as  gold  was  weaken- 
ing because  of  its  nation's  imperial  profli- 
gacy, The  year  I960  was  the  first  when 
dollars  held  abroad  exceeded  national 
reserves — that  is,  when  a  world  run  on 
the  Treasury  could  technically  have 
bankrupted  it.  Thereafter,  the  shortfall 
grew  with  everj  succeeding  year. 

The  escalation  of  the  Vietnam  war  be- 
ginning in  1965,  combined  with  Con- 
gress and  the  Johnson  Administration's 
"guns-and-butter"  policy  of  imperially 
refusing  to  pay  for  the  war  by  raising 
taxes,  proved  to  be  a  financial  as  well  as  a 
moral  and  military  disaster;  the  upshot 
was  a  world  monetary  crisis  in  1968  at 
the  height  of  which  the  U.S.  was  losing 
$1  million  in  gold  every  four  minutes, 
and  a  da\  or  two  when  American  tourists 
found  their  dollars  unredeemable  at  any 
price  in  the  capitals  of  Europe.  A  series 
of  stopgap  measures — Band-Aids  to 
staunch  a  mortal  flow — kept  the  system 
going  until  August  1971,  when,  with  dol- 
lars held  abroad  more  than  double  Trea- 
sury reserves  and  with  the  U.S.  interna- 
tional-payments deficit  running  at  $20 
billion  annually,  the  U.S.  was  forced  ig- 
nominiously  to  break  its  pledge  to  re- 
deem dollars  with  gold  and  subsequently 
had  to  resort  to  devaluation. 

Thus  came  the  sy  mbolic  end  of  Ameri- 
can hegemony  over  the  world  of  money. 
But  the  dollar's  embarrassment  was  only 


one  aspect  of  American  free  enterprise's 
many-faceted  fall  from  grace  in  the  years 
after  1965.  Early  in  1968  Litton  Indus- 
tries, gray  eminence  and  blue  chip  of  the 
conglomerates,  reported  its  first  quarter- 
ly earnings  downturn  in  a  decade.  Litton 
stock  dropped  18  points  in  a  week,  and 
within  a  month  was  selling  at  hardly 
more  than  half  its  1967  peak. 

The  message  had  got  through:  The 
fanatical  investor  confidence  on  which 
continued  conglomerate  success  rested 
was  beginning  to  be  broken,  and  now  the 
whole  fragile  pyramid  began  to  fall.  In- 
vestors suddenly  understood  that  even  if 
business  continued  to  be  good,  the  inter- 
est costs  arising  from  the  acquisition  pro- 
grams of  the  more  aggressive  conglomer- 
ates would  eventually  cause  their 
earnings  to  turn  downward,  causing 
stockholders  to  sell,  causing  further  ac- 
quisitions to  be  more  costly  or  impossi- 
ble— causing  an  end  to  the  game.  The 
conglomerates,  as  stock  market  favorites, 
were1  newer  the  same  again  after  the  day 
Litton  reported  lower  earnings  and,  as 
somebody  on  Wall  Street  said,  the  cake 
of  Ivory  soap  sank. 

"Things  fall  apart;  the  center  cannot 
hold  :  Wall  Street,  now  undisputed  cen- 
ter of  world  finance,  itself  began  falling 
apart  in  1968  when  the  paperwork  in  its 
back  offices,  for  a  variety  of  reasons, 
headed  by  front-office  complacency  and 
lack  of  foresight,  became  so  snarled  that 
at  the  worst  point  more  than  $4  billion 
worth  of  securities  were  undelivered  on 
their  clue  date;  three  years  later  several 
of  The  Street's  leading  firms,  despite  the 
fact  that  they  had  just  experienced  by  far 
the  busiest  decade  in  the  history  of  the 
securities  business,  had  to  be  saved  by 
hair-raising  rescues  from  bankruptcies 


that  would  almost  certainly  have  led  to 
government  takeover  of  Wall  Street. 

The  crash  of  stock  prices,  made  inev 
table  by  the  excesses  that  preceded  i 
came  in  early  1970,  causing  the  Dow  tl 
drop  36%;  but  groups  of  stoc  ks  that  ha 
been  the  market  leaders  of  the  Sixtie 
dropped  far  more  than  that — leadin 
conglomerates  86%.  computer  issue 
80%,  technology  stocks  77%.  There  i 
little  doubt  that,  after  it  was  over,  the  1 
million  Americans  who  had  inve  sted  i: 
the  stock  market  for  the  first  time  sine 
19H5  were  almost  all  net  losers. 

Like  any  crash,   this  one  reveaftj 
frauds  and  misfeasances:  the  looting  c 
the  vast  mutual-fund  complex  [nvestOl 
Overseas  Services:  the-  flimflamming  rJ 
investors,  including  some  of  the  mos| 
highly  placed,  by  clever  con  men  whd 
had  put  together  small  companies  base 
on  promotion   rather  than  productionl 
the  self-serving  dealings  of  officials  of  thd 
Penn  Central  Railroad  before  its  hank 
ruptcv  in  June  1970,  a  shattering  even 
that  all  but  signaled  the  end  of  the  pri 
vately  owned  national  railroad  system, 
forefather  of  American  industry.  And  thtj 
moral  dimension  of  the  great  post- 1969 
failure    of   capitalism    was  broadened 
when,  between  1973  and  1977.  seven 
hunched  American  companies,  includil 
many  of  the  largest  ones,  admitted  that 
in  recent  years  they  had  made  improper 
payments  of  hundreds  of  millions  of  dol- 
lars to  enhance  their  overseas  sales. 

So  a  general  setback,  almost  but  not 
quite  amounting  to  collapse,  of  American 
free  enterprise  all  along  the  line,  from 
money  markets  to  conglomerates,  from 
W  all  Street  to  the  farthest-flung  overseas: 
multinational  posts,  is  the  event  with 
which  the  last  ac  t  begins. 

What  is  its  lesson?  It  was  not  another 
1929."  Even  though  some  S300  billion 
was  lost  by  stock  investors  in  the  lc)fS9-70 
market — far  more  than  had  been  lost  in 
1929-32 — this  time,  largely  because  of 
Federal  Reserve  rules  as  to  stock  market 
credit,  hardly  anyone  lost  all  his  money, 
and  consequently  there  were  few  result- 
ing; suicides  or  other  major  personal  di- 
sasters. Industrial  stagnation,  this  time 
combined  unprecedentedly  with  all  hut 
intractable  inflation,  naturally  resulted 
in  increased  unemployment,  but  nothing 
even-  remotely  approaching  the  cata- 
strophic unemployment  of  1932-35, 
when  for  four  years  the  figure  never  fell 
below  20%  of  the  labor  force.  Again,  inl 
the  early  Seventies  there  were  increas- 
ing signs  of  antibusiness  militanC)  in 
government,  and  more  marked  evidence 
of  such  militancy  in  the  press,  public, 
consumer  groups  and  even  among  stock- 
holders— but  such  signs  were  a  pale  echo 
of  Depression  days,  w  hen  w  hat  John  Dos 
Passos  called  the  "two  nations''  of  Amer- 
ica often  seemed  headed  for  armed 
confrontation. 

If  history  had  repeated  itself,  it  had 


both  economies  in  the  postwar  period  often 
remarked  that,  as  both  American  and  Russian 
industrial  organizations  became  huger  and  more 
successful,  they  tended  to  become  more  alike... 
that  the  free-enterprise  manager  at  the  head  of 
a  giant  corporation  and  the  commissar  in  charge 
of  a  giant  Soviet  industrial  combine  were 
essentially  the  same  type  of  man.... 
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Think  of  your 
international  bank 


asa 


1.  Does  it  print  today's  news 
today  or  tomorrow? 

2.  Does  it  print  all  you  should 
know  or  all  it  thinks  you 
should  know? 

3.  What  is  its  mipsrint  rate 
per  column  ichn? 

4»  Does  it  have  its  own  man  in 
a)  Moscow,  b)  Manhattan, 
c)  Lagos,  d)  Los  Angeles? 

If  you  chose  your  bank  the  way 
you'd  choose  a  newspaper,  would 
yours  still  look  like  good  news? 

Every  day,  our  men  in  Moscow, 
Manhattan,  Lagos  and  Los  Angeles 
and  the  rest  of  our  1700  branches  in 
over  70  countries  (quite  apart  from 
the  3000  Barclays  branches  in  the 
UK)  are  in  touch  through  a  world- 
wide communications  network. 
Speeding  business  dealings,  arranging 
international  finance,  and  keeping 
you  fully  infonned,  while  ensuring 
that  all  the  is  are  dotted  and  the  ts 


are  crossed. 

But  equally  important  is  the 
emphasis  we  place  on  the  human 
touch.  From  the  person  you  deal 
with  at  your  local  branch,  to  our 
people  around  the  world.  They  all 
know  and  understand  the  business 
situation  in  their  particular  area. 
Most  of  them  have  experience  of 
business  in  other  countries,  and 
many  actually  know  each  other 
personally.  All  of  which  gives  them 
a  better  understanding  of  you  and 
your  needs. 

For  more  news  get  in  touch  with 
our  Vice-President,  Corporate 
Business  Development,  at 
200  Park  Avenue,  New  York, 
N.Y.,  10017,  telephone  (212) 
687-8030  or  the  Senior  Vice 
President,  International  Banking, 
Barclays  Bank  of  California, 
111  Pine  Street,  San  Francisco, 
California  94111,  telephone  (415) 
981-8090. 


BARCLAYS 

International 


Where  it's  happening,  when  it's  happening. 


You'd  expect  McDonnell  Douglas  to  build 
the  best  fighter  aircraft  in  the  world... 


...but  would  you  expect  us  to  write 
on  the  sky,  make  new  airplanes 
out  of  old,  keep  records 
for  hospitals,  or  build 
refrigerators  for  the  Arctic? 

In  aerospace,  one  often  wonders  what  wonders  will  come  along  next. 
A  current  wonder  is  the  F-15  Eagle,  the  best  fighter  aircraft  in  the  world. 

The  Eagle  can  climb  straight  up  faster  than  the  speed  of  sound, 
find  targets  in  clouds  and  darkness,  and  pounce  on  them  with  rockets,  missiles 
and  guns.  (It  turns  so  tight,  one  test  pilot  tells  us,  that  his  socks  are 
pulled  into  the  heels  of  his  shoes.) 

Sleek  and  graceful,  the  Eagle  is  the  child  of  ingenuity  and  hard  work. 
Its  engine  thrust  is  greater  than  its  weight.  Its  airframe  and  skin  are  carved  by 
computer  driven  machines  from  titanium  and  steel,  from  aluminum  and  composil 
Inside  are  advanced  electronics  to  help  it  fly  and  keep  it  flying. 

It's  the  Eagle.  The  American  Eagle.  If  we  didn't  have  it,  we'd  have  to  invent  it 


Write  on  the  sky? 

Yes.  Our  electronics  engineers 
joined  with  our  experts  in  optics  to 
create  a  Head-Up  Display  for  the 
F-15  Eagle.  It  makes  it  possible  for 
pilots  to  fly  their  missions  without 
taking  their  eyes  off  the  target  or 
their  hands  off  the  stick  and 
throttle.  Called  by  the 
acronym  "HUD,"  the  display 
is  electronically  linked  to  the 
Eagle's  instrument  and  armament 
systems.  The  information  gathered 
is  projected  through  cleverly 
arranged  lenses  to  appear  at 
infinity  in  the  sky  ahead. 
Pilot  instructions  for  bad  weather 
landings  and  for  combat,  plus 
speed,  altitude  and  attitude 
information,  are  constantly 


presented  "out  there."  HUD  even 
tells  the  pilot  when  he's  on  target 
and  in  range,  and  helps  guide  him 
to  a  hit.  HUD.  It  helps  make  the 
F-15  the  world's  best  fighter. 
Will  it  have  commercial  airline 
application?  Soon.  In  your  car? 
Someday. 


Ever  wonder  what  happens  t| 
old  airplanes?  Well,  DC-3s  se< 
keep  flying  on  and  on.  But  rru 
others  of  early  vintage  disapp 
as  scrap.  Not  so  with  early  rru 
of  our  DC- 8,  a  plane  that  helf 
introduce  the  jet  age.  At  our 
division  they're  stripped  of 
passenger  pleasantries;  freigH 
floors  and  doors  are  installed^ 
windows  plugged,  liners  and 
added.  They  get  new  engines 
necessary,  and  then  they're  rc 
out  to  begin  life  anew  as  barg 
priced  airfreighters  structural] 
ready  for  tens-of-thousands 
more  hours  of  flying.  Got  one 
you  want  modified?  We'll  do 
Need  one  to  have  modified? 
We'll  find  it  for  you. 


called  Cryo-Anchors,  could  indeed 
keep  the  soil  permanently 
frozen  under 
Ny  building 


1  ilding  airplanes, 
railding  them,  we  use 
ijkters.  More  than  a  hundred 

0  izes.  Seventeen  years  ago 
b;;an  sharing  our  experience 
■r  computers  with  other 
b:sses,  and  since  then  our 
AFTO™  division  has  grown 
tyie  of  the  nation's  top  data 
ins  organizations.  We  are  one 

1  suppliers  of  hospital  data 


Is,  keeping  financial  and 
1  care  records  for  over 
];  spitais  in  40  states,  helping 
i  lis  to  stay  out  of  the 
j'  ter  business  while  enjoying 
sjiciency  of  modern  data 
:  sing.  We're  not  the  only  one 
i  afield.  But  we  are  the  best.  If 
irve  on  a  hospital  board  or  in 

istration,  look  into  this. 

>st  and  service  benefits 

ake  your  day. 


Building  jetliners,  spacecraft 
and  fighter  planes  occupies  much 
of  our  time,  but  minds  that  meet 
aerospace  challenges  often  come 
across  solutions  to  other  problems. 
After  a  fire  at  the  Government 
Records  Center  in  St.  Louis,  for 
example,  our  engineers  set  our 
space  simulation  chambers  to 
work  saving  millions  of  water- 
soaked  records.  Tons  of  soggy 
papers  were  placed  in  vacuum 
vessels  and  dried.  Priceless 
records  were  recovered.  We've 
since  dried  museum  artifacts,  even 
bundles  of  accidentally-doused 
uncashed  checks.  "There  are  times," 
it  is  said,  "when  business  shouldn't 
be  all  business."  We  agree. 

Space  spinoffs  are  now 
affecting  our  daily  lives  in  more 
ways  than  most  of  us  know. 
An  idea  for  temperature  control  was 
developed  with  NASA  and  used 
aboard  the  Skylab  space  station; 
some  of  our  engineers  thought  it 
might  stabilize  foundations 
subjected  to  the  violent  freeze- 
and-thaw  conditions  of  the  Arctic. 
Tests  proved  that  soil  refrigerators, 
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foundations.  We  made  more  than 
100  thousand  to  support  the 
foundations  of  the  trans-Alaska 
pipeline.  So  as  the  hot  oil  flows 
above  the  permafrost,  remember 
that  spaceflight  played  a  role. 

And  when  you  think  of  us, 
please  don't  think  of  just  wings 
and  tails.  Far  be  it  from  us  to  turn 
away  from  an  idea  just  because  it 
doesn't  fly.  If  one  of  the 
technologies  discussed  piques 
your  interest,  put  your  thoughts 
on  your  letterhead  and  send  them 
to  us.  We'll  be  in  touch.  Write 
McDonnell  Douglas,  Box  14526, 
St.  Louis,  MO  63178. 


he  upshot  was  a  world 
monetary  crisis  in  1968  at  the  height  of  which 
the  U.S.  was  losing  $1  million  in  gold  every  four 
minutes,  and  a  day  or  two  when  American  tourists 
found  their  dollars  unredeemable  at  any  price 
in  the  capitals  of  Europe.... 


done  so,  according  to  its  custom,  with  a 
difference.  Business  gradually  recov- 
ered; unemployment  at  least  stopped  ris- 
ing; the  Vietnam  war  finally  ended,  ef- 
fectively in  American  defeat,  and  the 
dollar,  although  no  longer  redeemable  in 
gold,  stabilized;  the  stock  market,  with 
the  burned  public  on  the  sidelines  and 
most  of  the  trading  now  being  done  by 
giant  corporate  and  public  pension 
funds,  resolutely  moved  sideways.  The 
great  Watergate  political  convulsion  of 
1972-74  left  business  almost  untouched, 
apart  from  the  undoubtedly  healthy  ef- 
fect of  tending  to  focus  public  attention 
on  business  bribery  at  home  and  abroad. 

Overall,  the  broad  post-1965  crisis  of 
American  enterprise  brought  on  by  its 
own  overexuberance  and  overweening 
pride  reflects  a  passing  weakness  of  its 
historic,  innate  and  apparently  involun- 
tary capacity  to  adapt — a  loss  of  resil- 
ience brought  about  by  too  much  power; 
while  its  recovery  from  the  crisis  shows 
that  capacity  following  its  old  pattern  of 
returning  stronger  than  ever.  But  two 
new  (or  rather,  new-old)  forces  rise  to 
challenge  it  in  the  last  act.  Their  names 
are  Environment  and  Energy  Shortage, 
and  by  implication  they  threaten  not 
only  the  hero's  vaunted  ability  to  roll 
with  the  punches  and  come  back,  but 
also  nothing  less  than  his  capacity  to 
survive. 

The  realization  that  industrial  growth 
has  its  cost  in  the  fouling  of  air,  earth  and 
water  was  certainly  not  new  in  the  Six- 
ties, in  the  U.S.  or  elsewhere.  Aware- 
ness of  the  problem  is  amply  suggested 
for  example,  in  the  English  poet  William 
Blake's  famous  line  written  just  after 
1800  about  "those  dark  Satanic  mills,' 
and  later  in  the  comment  of  the  philos- 


opher Herbert  Spencer  when,  proudly 
introduced  to  a  soot-blackened  Pitts- 
burgh by  Andrew  Carnegie,  he  gasped: 
"Six  months'  residence  here  would  justi- 
fy suicide. 

Industrial  air  pollution  in  19th-century 
America,  caused  largely  by  the  burning 
of  bituminous  coal,  became  a  big  issue, 
and  as  a  result  was  fairly  well  controlled 
by  1900  by  means  of  strict  local  ordi- 
nances. Land  and  resource  use  were  the 
chief  preoccupation  of  conservationists 
in  the  first  half  of  this  century,  and  a 
single  law — the  Rivers  &  Harbors  Act  of 
1890,  which  merely  restricted  the  dis- 
charge of  solid  industrial  matter  into 
navigable  rivers — constituted  the  sum 
total  of  federal  intervention  in  the  matter 
of  pollution  until  1948,  when  Congress 
passed  a  relatively  weak  water-pollution- 
control  measure. 

The  progressive  substitution  of  petro- 
leum for  coal  as  a  basic  fuel  seemed,  in 
fact,  to  have  contained  the  problem. 
That  it  had  not  done  so  was  shown  in 
1950  when  researchers  at  the  California 
Institute  of  Technology  first  established 
an  unmistakable  link  between  auto- 
mobile exhaust  emissions  and  photo- 
chemical smog  in  Los  Angeles;  and  with- 
in a  few  years  after  that  the  enormous 
usefulness  of  the  vast  array  of  new 
chemical  products  being  spewed  out  by 
postwar  industry  began  to  be  compro- 
mised by  the  piecemeal  revelation  that 
many  of  them  had  a  frightening  potential 
for  causing  diseases,  especially  cancer. 
Thus  the  problem  acquired  a  whole  new 
dimension,  and  the  publication  in  1962 
of  Silent  Spring,  an  impassioned  tract 
against  chemical  pesticides  by  the  natu- 
ralist Rachel  Carson,  who  was  herself 
dying  of  cancer  as  she  wrote  it,  gave  the 


new  movement  its  prophet  and  perhaps 
martyr. 

Suddenly,  "environment'-  became 
political  issue,  and  over  the  succeed™ 
years  a  spate  of  federal  legislation  fol- 
lowed; in  1963,  the  Clean  Air  Act,  which 
provided  for  federal  authority  in  inter- 
state pollution  problems  and  federal 
grants  to  states  for  their  own  control 
agencies;  in  1965,  the  Water  Quality 
Act,  establishing  minimum  standards  of 
quality  for  interstate  waters,  and  setting 
penalties  for  offenders;  in  1967,  the  Air 
Quality  Act,  raising  air-quality  standards 
and  for  the  first  time  setting  deadlincsl 
for  the  achievement  of  auto-emission 
controls;  and  in  1970 — the  year  when 
environmentalism  reached  its  peak  of 
popularity  as  a  cause,  particularly  among 
the  millions  of  products  of  the  postwar 
baby  boom  now  in  hot  pursuit  of  "'rel- 
evance" and  "involvement" — the  estab-| 
lishment  of  a  permanent  federal  Envi- 
ronmental Protection  Agency,  and  the 
passage  of  landmark  Clean  Air  Act 
amendments  that  zeroed  in  on  auto-l 
emission  pollution  with  stringent  stan- 
dards, strict  deadlines  and  heavy  fines 
for  auto-industry  violators. 

And  while  these  solutions  were  being 
proposed  and  debated,  new  medical  evi- 
dence, involving  everyday  products  like 
asbestos  and  even  the  microwaves  upon 
which  national  telephone  and  television 
service  are  based,  made  the  problem 
itself  appear  progressively  larger  and 
larger. 

From  the  first,  the  reaction  of  industry 
as  a  whole  to  the  environmentalist  move- 
ment ranged  from  skepticism  to  outright 
opposition,  the  argument  most  often  ad- 
vanced being  that  controls  cost  money 
and  thus  result  in  higher  consumer 
prices.  (The  consumer  movement,  dat- 
ing from  the  Twenties  and  Thirties,  had 
been  revivified  w  ith  the  help  of  a  huge 
and  inadvertent  symbolic  boost  from 
General  Motors  in  1966,  when,  as  it  later 
admitted,  it  set  security  spies  on  Ralph 
Nader  and  thereby  rocketed  him  to  na- 
tional prominence.) 

A  1970  survey  showed  that  by  that 
year  most  of  industry,  with  exceptions 
like  transport  and  electric  utilities,  fa-! 
vored  broad  federal  antipollution  legisla- 
tion on  grounds  that  some  sort  of  laws 
were,  inevitable  and  that  federal  rules, 
unlike  those  of  states,  would  at  least  be 
uniform.  But  a  tendency  of  industry  to 
drag  its  feet,  or  decline  to  move  them  at 
all,  persisted  into  the  Seventies.  Some- 
times the  intransigence  of  businessmen 
toward  environmentalists  and  consumer- 
ists  alike  was  such  as  to  recall  their  atti- 
tude toward  labor  and  government  40 
years  earlier:  Witness  the  assertion  last 
May  by  Esther  Peterson,  the  President's 
consumer  adviser,  that  leading  national 
big-business  organizations  in  opposing 
estabishment  of  a  federal  consumer  pro- 
tection   agency   had   brought  forward 
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Making  television  better  and  better. 

RCA  ColorTrak.  A  television  system  that  controls  picture  color  auto- 
matically, from  scene  to  scene,  channel  to  channel. 

A  set  that  increases  or  decreases  picture  brightness  all  by  itself  as 
room  light  changes. 

ColorTrak  results  from  bringing  together  diverse  skills  and 
experience  in  RCA.  Scientists  and  engineers  from  the  David  Sarnoff 
Research  Center  joined  our  divisional  engineering  and  production 
specialists  in  an  effort  to  produce  the  best  TV  picture  we've  ever  offered. 

After  only  two  years,  RCA  ColorTrak  was  born.  Along  with  the 
system's  automatic  color  control  came  the  added  benefits  of  greater 
cost  effectiveness  in  production  and  a  significant  reduction  in 
development  time.  Plus  a  highly  favorable  reception  in  the  marketplace. 


The  Control  Center  turns  the  TV  on  and  off,  changes  channels,  adiusts  volume,  color  and 
tint,  even  activates  time-and-channel  number  display. 


JUSTERINI  &.  BROOKS  Founded  1749 


In  a  world  full 
of  synthetic  everything, 
weVe  kept 
one  thing  natural. 


MP 


^  Rare  scotch. 
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"forces  that  General  Patton  would  have 
envied"  and  used  "distortions,  scare  tac- 
tics and  even  outright  lies." 

Business  seemed  to  have  changed  not 
its  old  high-handedness,  only  the  targets 
for  it.  Whether  or  not  it  realized  the 
profoundly  pessimistic  implications,  a 
good  part  of  business  seemed  to  be  say- 
ing: "You  can  have  either  growth  without 
serious  inflation  and  consequent  increas- 
ing affluence,  or  you  can  have  clean  air 
and  water  and  satisfied  consumers  with 
stagnation  and  poverty.  Take  your 
choice." 

Indeed,  a  time  came  when  it  began  to 
appear  that  business  was  partly  right. 
Evidence  began  to  accumulate  that  the 
environmentalists  in  their  zeal  had  gone 
too  far  and  set  legal  goals  that  could  not 
humanly,  nor  mechanically,  be  met. 
Early  in  1977  about  half  the  coal  being 
burned  by  U.S.  utilities  did  not  comply 
with  air-pollution  regulations,  steel  and 
other  industries  were  saying  that  they 
could  not  meet  the  July  1st  water-pollu- 
tion requirements,  and  Detroit  faced  the 


". . .  Pledged  to  be  as  good  as 
gold,  the  dollar  was  weaken- 
ing because  of  its  nation's 
imperial  profligacy..." 


prospect  that  the  1978  model  cars  it 
planned  to  begin  building  in  the  sum- 
mer— and  at  that  stage  of  the  game  had 
not  time  enough  to  redesign — would 
simply  be  illegal  under  the  1970  amend- 
ments of  the  Clean  Air  Act.  In  such 
cases,  government  waffled  between  re- 
laxing its  standards  or  punishing  the  of- 
fenders; the  Environmental  Protection 
Agency  granted  variances  to  the  utilities 
rather  than  close  down  generating 
plants,  and  simply  abandoned  its  plans  to 
try  to  enforce  auto-pollution  measures  in 
cities.  As  to  violators  of  the  water-quality 
standards,  although  by  late  July  EPA  was 
preparing  to  take  punitive  action  in  at 
least  300  different  cases,  special  consid- 
eration was  to  be  given  to  companies  that 
could  demonstrate  "good  faith  efforts"  at 
compliance. 

The  other  reason  for  the  mid-Seven- 
ties reaction  against  environmentalism — 
the  potential  energy  shortage — began  to 
be  called  a  crisis  with  the  Arab  oil  boy- 
cott in  1973.  Last  of  the  characters  to 
walk  onto  our  stage,  Energy  Shortage, 
brother  and  enemy  to  Environment, 
makes  his  entrance  with  the  forbidding 
message:  "Take  your  power  where  you 
find  it,  and  be  thankful;  environment  is  a 
concern  you  can  no  longer  afford. 

To  be  sure,  in  the  early  Seventies  a 
U.S.  energy  shortage  simply  did  not  ex- 
ist, nor  does  one  in  1977;  on  the  con- 
trary, there  is  a  current  oversupply,  with 
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"Kodak  showed  us  how 
to  save  $175,000  ayear  on 
order-entry  operations." 


That's  what  a  major  manufacturing  com-  To  make  this  kind  of  progress  in  your 

•any  reports  saving  since  it  adopted  a  rapid-       organization  takes  your  determination  to  seek 
ccess  microfilm  program.  better  answers,  then  to  act  on  them.  The  sooner 

In  another  recent  case,  a  casualty  you  ask  us,  the  sooner  we  can  help  with  an  in-depth 

isurance  company  was  able  to  cut      m  ^|     proposal.  If  you've  already  received  a  Kodak 

^dividual  file  search  time  from         A      —  -  I  _   Proposal,  act  on  it  now  and  start  saving. 

Write  on  your  letterhead  to  J.D. 
Lortscher,  Eastman  Kodak  Company, 
Dept.  DP7644,  Rochester,  N.Y. 
14650.  What  you're  saving 
now  with  microfilm  is  only 
the  beginning. 


lours  to  minutes  with  film:  They're 
aving  $45,000  a  year. 

You  already  know  you 
;ave  money  with  Kodak  microfilm. 
Sut  now,  the  need  is  to  look  beyond  the 
avings  generated  in  routine  applications. 


Ask 


us 


This  man  once  made  one 
of  the  finest  cigars  in  the  world. 

He  has  done  it  again. 


To  Don  Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  I960,  his 
family  made  one  of  Cuba's  finest 
cigars... the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 


PARTAGAS 

handmade  cigars 


FLORIDd 

Hdsmone 

manufacturing  establishments 
than  any  other  Wtf 
southeastern  state! 

Florida's  positive  attitude  of  encouraging  new  business  is 
showing  exciting  results.  Florida  now  ranks  second  in  the 
U.S.  in  new  business  incorporations,  and  our  industrial 
employment  in  a  recent  10  year  period  rose  63%  (also 
second  nationally). 

"THE  BUSINESS  OF  AMERICA  IS  BUSINESS"  was  true 
when  Calvin  Coolidge  said  it  in  1925  and  is  even  more  true 
today.  Our  business  is  encouraging  new  business  to  come 
to  Florida  and  we:d  like  to  demonstrate  to  you  why  industry 
is  finding  Florida  so  desirable,  and  show  you  what  Florida 
has  to  offer  in  terms  of  your  specific  requirements. 

h      ^iifc.  —  —  — ■  — Please  write  or  call: 

M^H    ,aBlAVlBvB  Joe  Hennessy.  Director 

M-4         iHHHVMl    ItfH  Division  of  Economic  Development 

H-     U  M      Kr  P|  fa,  BBF^  Florida  Department  of  Commerce 

xa/c'dc  MnDc  xuam  ciimouimc  1 07  West  Gaines  Street,  Room  731 H 
WE  RE  MORE  THAN  SUNSHINE       Tallahassee  Florida  32304 

(904) 488-5507 


ac  tual  shortage  five  years  away,  or  15,  or 
25,  depending  upon  whose  projection! 
one  relies  upon.  The  artificial  and  tem- 
porary real  shortage  of  1973-74  was  an 
admonitory  preview  rather  than  a  fea- 
ture presentation.  Again,  as  with  pollu- 
tion, this  was  no  new  problem,  but  an 
old  one  made  to  seem  new. 

There  had  been  acute  concern  about 
the  finiteness  ol  world  energ)  in  1917, 
when  coal  still  contributed  more  than 
three-fourths  of  all  U.S.  fuel,  as  it  had  for 
half  a  century.  At  that  time,  petroleum 
was  having  its  first  chance  to  prove  itself 
useful  on  a  large  scale:  natural  gas  in 
huge  quantities  had  for  years  been  al- 
lowed to  escape  wasted  into  the  atmo- 
sphere as  an  unwanted  by-product  of  oil 
production.  But  fuel  prices,  like  all  other 
prices,  were  rising  rapidly,  power  needs 
were  soaring  too.  and  in  1920  the  chief 
geologist  of  the  U.S.  Geological  Survey 
warned  that  unless  new  wells  were  found 
and  extraction  methods  improved  the 
nation  might  exhaust  its  domestic  oil  re- 
sources within  14  years.  In  sum.  an  oil 
crisis  seemed  to  hi-  coming. 

Then  in  1925  and  1926  the  271/2<7c  oil- 
well  depletion  allowance,  subsequently 
the  most  hated  ot  all  tax  "loopholes,  was 
enacted  as  a  suhsich  to  encourage  do- 
mestic exploration;  in  1927  Americans 
gained  access  to  the  vast  Middle  Eastern 


"...Proudly  introduced  to 
soot-blackened  Pittsburgh, 
Spencer  gasped,  'Six  months 
here  would  justify  suicide'..." 


oil  fields  and  were  also  now  draw  ing  on 
major  new  oil  sources  discovered  in  East 
Texas,  California  and  Venezuela.  What's 
more,  in  1928  the  Achnacarry  Agree- 
ment among  three  major  oil  companies 
(and  endorsed  by  five  more  in  1932) 
seemed  to  guarantee  the  U.S.  perpetual 
access  to  apparently  unlimited  oil  sup- 
plies from  abroad  at  stable  prices.  Thus, 
just  as  local  laws  and  progressive  aban- 
donment of  soft-coal  had  largely  put  to 
rest  fears  of  air  pollution,  new  discover- 
ies and  international  agreements  put  to 
rest  fears  of  oil  shortage. 

Beginning  in  1930.  and  interrupted 
only  by  the  temporary  worries  of  war- 
time, the  nation  spent  four  decades  in  a 
fool's  paradise  in  which  ample  energy  at 
low  cost  came  to  be  expected  as  a  natural 
right.  Oil  and  energy  in  general  were  in 
huge  oversupply  during  the  Depression; 
the  hydroelectric  power  produced  by  the 
great  public  dam-building  projects  of  the 
Thirties  was  regarded  almost  as  a  by- 
product, and  even  the  mandate  of  the 
Tennessee  Valley  Authority  stated  that 
its  dams  primary  purposes  were  "pro- 
moting    navigation     and  controlling 
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Four 

essentials  of  business: 
people,  capital,  plant 

and 

Dun  &  Bradstreet. 


Dun  &  Bradstreet? 

Yes,  Dun  &  Bradstreet.  Because  9  out  of  every  10 
iiusmess  transactions  are  done  on  credit.  And  Dun  & 
Jradstreet  is  the  business  world's  number  one  source  of  com- 
nercial  credit  information 

Only  Dun  &  Bradstreet  can  tell  business  what  it  needs 
o  know  about  over  5.000,000  companies  worldwide.  Informa- 
ion  that's  complete,  accurate  and  up-to-date.  Information 
hat's  essential  for  credit  managers,  those  professionals  who 


have  the  tough  job  of  deciding  who's  good  for  how  much. 

For  135  years,  Dun  &  Bradstreet  has  been  helping 
credit  managers  make  decisions.  And  today,  D&B  is  doing  it 
better  than  ever,  with  its  nationwide  network  of  offices  linked  by 
a  $50-milhon  computer  terminal  system  to  our  National  Busi- 
ness Information  Center. 

Look  at  it  this  way.  If  there  were  no  Dun  &  Bradstreet, 
business  would  have  to  invent  one. 

It  s  as  basic  as  A-B-C. 


DUN  &  BRADSTREET 

The  essential  business™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know  The  Reuben  H.  Donnelley  Corporation -Corinthian  Broadcasting  Corporate 
Dun  &  Bradstreet  Intemational'Dun-Donnelley  Publishing  Corporation*  Moody's  Investors  Service 'Marketing  Services  Division 'Management  Consulting  Division 


flying  colors 
at  Western 


and 

ready  to  work 
for  you. 

Yes,  Western's  testing  and  evaluation 
procedures  make  us  stand  out 
in  the  temporary  help  field. 

During  30  years 
in  the  temporary  help  business, 
we've  developed  a  battery 
of  effective  skill  tests. 
On  our  clerical  test,  for  example,  there 
is  a  striking  correlation  between 
scores  and  on-the-job  results. 
Rely  on  Western  temporaries 
in  your  office. 
Tested,  bonded  and  insured. 
Also  marketing,  industrial,  medical 
divisions — and  Santas,  too! 
Call  today.  We're  in  the  white  pages. 

Western  girl 


floods,"  not  producing  electric  power. 

Meanwhile,  the  East  Texas  boom  pro- 
duced oil  in  such  huge  quantities  that 
production  was  systematically  curtailed 
to  hold  up  prices.  That  the  tendency  to 
restrict  oil  supply  for  the  benefit  of  oil 
producers  continued  far  into  the  postwar 
period  is  evidenced  by  the  quotas  im- 
posed to  hold  down  oil  imports  in  1959, 
12  years  after — almost  unnoticed,  as  tru- 
ly significant  socioeconomic  changes 
usually  are — the  U.S.  had  ominously 
switched  from  being  a  net  exporter  of  oil 
to  a  net  importer.  As  postwar  demand 
grew,  almost  doubling  per  capita  be- 
tween 1940  and  1970,  so  did  the  percent- 
age of  net  imports  in  U.S.  total  energy 
suppiv,  which  was  zero  until  1947,  22% 
in  1965  and  24%  in  1970. 

Thus  in  the  early  Seventies  a  trap  had 
been  set,  and  to  a  great  extent  set  on 
itself  by  a  profligate,  overconfident  U.S. 
While  converting  itself  systematically 
into  a  petroleum-based  economy  in 
which  oil  and  gas  rather  than  coal  came 


enterprise — its  overexuberance  and  dis 
inclination  in  good  times  to  take  sufii 
cient  heed  for  the  future — was  again  ex- 
posed as  melodramatically  as  it  had  been 
in  1929-32. 

Environment  was  suddenly  pushed 
offstage;  now  there  was  talk  of  revivin 
coal  as  our  major  energy  source,  thus 
suggesting  a  repetition  of  the  century 
old  cycle  from  coal  to  pollution  to  alter 
nate  fuel  to  energy  shortage.  (Nuclear 
power,  the  best  potential  solution  from 
the  point  of  view  of  supply  at  least,  was 
an  unknown  quantity,  still  accounting  in 
1972  for  less  U.S.  energy  use  than  fire- 
wood.) Suddenly,  there  were  crash  pro 
grams  like  the  Federal  Energy  Adminis 
tration's  1974  "Project  Independence,  ' 
which  aimed  quixotically  for  U.S.  cnerg\ 
self-sufficiency  by  1985,  even  though  the 
import  component  in  U.S.  oil  use  then 
stood  at  more  than  one-third  and  was  on 
the  rapid  rise.  President  Carter's  April 
1977  energy  program  did  not  set  any- 
thing like  such  a  grandiose  goal,  aiming 


"...It  began  to  appear  that  business  was  partly  right.  Evi- 
dence began  to  accumulate  that  the  environmentalists  in 
their  zeal  had  set  goals  that  could  not  be  met..." 
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to  account  for  three-fourths  of  domestic 
energy  consumption,  it  had  allowed  it- 
self to  become  increasingly,  and  at  last 
crucially,  dependent  on  imports  from 
countries  whose  political  and  economic 
cooperation  was  becoming  progressively 
less  reliable.  The  trap  was  sprung 
in  1973  and  1974,  when  the  Organization 
of  Petroleum  Exporting  Countries  im- 
posed a  five-month  embargo  on  exports 
to  the  U.S.  and  in  two  steps  raised  the 
world  price  of  crude  ojl  per  barrel  from 
$3  to  $11.65. 

Suddenly,  the  identity  of  the  ominous 
offstage  chorus  had  changed.  With  de'- 
tente,  the  Russians,  although  still  mili- 
tary rivals,  had  in  the  industrial  sphere 
made  a  long  stride  toward  becoming 
trading  partners.  Replacing  them  as 
doomsayers  were  the  oil-exporting  coun- 
tries, who  now  held  power  over  U.S. 
industry  such  as  the  Russians  had  never 
dreamed  of.  Suddenly,  a  certain  group  of 
nations  appeared  to  be  about  to  inherit 
the  earth  s  wealth,  because  their  local 
earth  contained  a  material  that  the  rest  of 
the  world  had  allowed  itself  to  become 
dependent  upon. 

Such  an  outcome,  of  course,  would  be 
no  less  logical  or  more  unjust  than  most 
world  events.  Our  own  nation's  rise  to 
world  eminence  may  well  be  as  attribut- 
able to  chance  possession  of  natural  re- 
sources and  geographical  position  as  to 
our  sterling  national  character.  In  any 
event,  in  1973  the  time  of  paying  for  past 
profligacy  and  overconfidence  had  come. 
The  tragic  flaw  in  our  hero,  American 


chiefly  to  gain  time  by  reducing  con- 
sumption through  taxes  and  other 
measures. 

Was  this,  then,  the  greatest  test  that 
American  enterprise  had  ever  faced? 
Quite  possibly  it  was:  certainly  this  one 
ranked  with  the  Great  Depression.  Bold- 
ly put,  the  pattern  of  pitfalls  seemed  to 
be:  Burn  clean  fuel  until  it  runs  out,  and 
then  give  up.  Burn  dirty  fuels  and  dam 
age  or  destroy  the  national  health.  Re- 
duce consumption  of  any  kind  of  fuel 
and  kill  the  system — for  if  any  one  thing 
is  clear  about  American  enterprise,  it  is 
that  out  of  its  nature  it  must  grow  or  die 

All  the  resiliency  and  adaptability  of 
that  free  enterprise,  and  the  government 
that  makes  its  rules,  will  have  to  be 
marshaled  to  find  a  way  through  the 
pitfalls.  Heading  off  a  permanent  energy 
crisis,  for  example,  will  call  for  precisely 
the  kind  of  foresight  and  self-restraint 
the  lack  of  which,  in  the  past,  has  been 
our  hero's  most  glaring  fault.  The  play's 
last  scene,  which  of  course  is  also  a  first 
scene,  is  a  time  of  reflection  before  new 
action.  What  has  worked  and  not  worked 
over  60  years,  and  what  have  we  learned 
about  our  strengths  and  weaknesses? 

The  context  for  such  reflection  must 
be  clear:  In  immediate  material  terms, 
like  it  or  not,  U.S.  enterprise  since  1917, 
and  particularly  since  1940,  has  been  a 
triumphant  success.  The  simplest  of  all 
statistics  tells  the  story:  Since  1945, 
whatever  else  happened  in  the  U.S., 
personal  income  per  capita  adjusted  for 
inflation    approximately    doubled.  So, 
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>ver  the  same  period,  did  the  share  of 
fross  national  product  attributable  to 
government.  Indeed,  if  we  omit  for  the 
noment  all  the  ups  and  downs,  the 
•ross-currents  and  complications,  the 
:wo  broad  trends  of  our  whole  60  years 
ire  higher  living  standards  and  bigger 
||overnment.  Our  hero,  the  next  time  he 
eels  tempted  to  indulge  his  old  tenden- 
cy to  denigrate  big  government,  may  do 
B  well  to  ponder  that. 

On  the  debit  side,  the  outright  failures 
jf  U.S.  enterprise  since  1917  stand  out 
glaringly  in  retrospect:  The  foolish  ex- 
cesses that  ,  led  to  the  1929  crash;  the 
stubbornness    and  narrow-mindedness 
that,  during  the  long  Depression,  often 
led  business  to  oppose  unionization  with 
violence  and  bitterly  fight  measures  for 
the  country's  and  even  its  own  long-term 
good;  the  reprise  of  foolish  excesses  that 
led  to  the  recession  of  1969-70;  the  de- 
generation, partly  planned,  of  a  national 
railroad  system  that  is  already  sorely 
: missed  and  will  be  more  sorely  missed 
now  that  coal  is  to  be  increasingly  used 
(as  a  vital  source  of  energy;  the  loss  of 
responsibility,  leading  to  dishonest  ac- 
tions by  a  big  segment  of  the  largest  and 
{{most  respected  U.S.  companies,  that  ac- 
ijcompanied  the  internationalization  of  big 
business;    the    short-sightedness  that 
i  failed  until  the  last  minute  to  take  suffi- 
icient  account  of  environment  and  energy 
iproblems.  The  next  time  our  hero  gets  a 
^premonition  of  his  infallibility,  he  might 
recall  these  things. 

In  the  category  of  work  accomplished: 
I  Out  of  the  experience  of  a  catastrophic 
depression,   free  enterprise  in  uneasy 
tandem  with  government  seems — and 
"seems"  must  be  emphasized — to  have 
devised  means  of  heading  off  catastroph- 
I  ic  depressions  in  the  future.  Business  has 
abandoned  its  old  habit  of  assigning  its 
i  leadership  to  capricious,  high-handed, 
one-man   rule — although   the  replace- 
ment, management  by  the  new  comput- 
er mentality,  makes  one  fear  for  the  loss 
of  human  values  it  implies.  Business  and 
■  labor  have  abandoned  their  old  role  as 
;  implacable  antagonists,  effectively  aban- 
doned violence  as  a  means  of  adjusting 
their  differences,   and  so  greatly  im- 
proved the  distribution  of  industrial  in- 
come that  industrial  workers  have,  eco- 
nomically if  not  culturally,  joined  the 
middle  class.  Industry  in  the  postwar 
!  period  has  created  jobs  beyond  the  for- 
j  mer  dreams   of  wild-eyed  reformers; 
Henry  Wallace  in  1945  set  60  million 
jobs  as  a  visionary  goal,  yet  a  generation 
later  there  are  90  million. 

Moreover,  industry  has  put  so  many 
billions  of  dollars  into  retirement  plans 
for  employees,  as  a  supplement  to  Social 
Security,  as  to  make  those  funds  one  of 
the  largest  pools  of  capital  in  the  whole 
economy;  by  contrast,  in  1917  there  was 
no  federal  Social  Security,  and  only  a 
handful  of  U.S.  corporations  maintained 
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The  Futurists 


The  Arecibo  Observatory,  Puerto  Rico,  is  part  of  the  National  Astronomy  and  Ionosphere  Center, 
operated  by  Cornell  University  under  contract  with  the  National  Science  Foundation,  The  world's 
largest  radio/radar  ielescope.  it  explores  the  farthest  regions  of  the  universe. 


.Our  innovative  lending  techniques  enable  industry  to  channel  more  funds  into 
isearch  and  development— with  breakthroughs  that  mean  more  jobs  and  better 
rays  to  do  business  around  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 


Food.  One  of  the 
markets  that's  helping 
Stauffer  grow 
big  and  strong. 


Earnings  Per  Share 


The  fast-growing  food  systems  market  helped 
Stauffer  break  through  the  billion  dollar  mark 
in  1976.  Overall  company  sales  reached  a  rec- 
ord $1.1  billion.  Earnings  hit  an  all-time  high 
of  $113  million.  Earnings-per-share  climbed  to 
$5.20.  Dividends  increased  20%  in  1976  and 
25%  this  year  to  reach  $1.80  per  share  annually. 

1976  was  our  fifth  consecutive  year  of  sales 
and  earnings  growth.  Part  of  the  reason  is 
leadership  in  the  food  systems  market.  But  to 
get  the  soup-to-nuts  picture  of  Stauffer  you 
need  to  look  at  all  the  markets  we  serve.  Like 


agriculture;  transportation;  building,  construc- 
tion and  furnishings;  petroleum  and  refining; 
laundry  and  drycleaning;  water  treatment; 
packaging  and  containers;  textiles;  consumer 
goods  and  others. 

To  get  the  full  story  on  how  Stauffer  is  help- 
ing these  markets  grow  — and  how  we're  grow- 
ing with  them,  write  for  our 
Annual  Report  and  Markets 
Report.  Stauffer  Chemical 
Company,  Dept.  B.  Westport,  CT 
06880. 


pension  plans  of  any  kind.  This  is  by  no 
Ineans  to  say  that  free  enterprise  has 
inade  these  socially  desirable  changes 
lut  of  pure  goodwill,  or  even,  in  most 
lases,  on  its  own  initiative.  On  the  con- 
pary,  it  has  made  most  of  them  under 
firgent  demands  or  threats  from  labor  or 
government.  But  that  is  the  way  the 
lystem  works,  or  should  work.  A  man- 
ager charged  with  equal  individual  re- 
sponsibility to  stockholders,  employees 
Ind  society  is  involved  in  a  conflict  of 
duties;  to  act  "morally"  with  other  peo- 
ple's property  without  their  permission 
k  in  itself  an  immoral  act.  The  Dutch 
|incle  in  Washington  should  and  must 
rive  orders,  not  just  make  suggestions. 
J  Broadly  speaking,  up  to  now  the 
Dutch  uncle,  in  spite  of  many  shortcom- 
ings,   has   served   his   purpose,  more 


/...The  oil-exporting  coun- 
tries now  held  a  power  over 
U.S.  industry  such  as  the 
Russians  never  dreamed  of..." 


■.through  the  new  climate  created  by  his 
■presence  than  through  his  often  bum- 
Ifcling  actions,  which  have  on  occasion 
■treated  avoidable  messes.  The  question 
llbr  the  future  is  how  to  make  regulation 
linore  intelligent  and  responsible:  Who 
llvill  watch  uncle  while  uncle  watches  the 
Jthildren? 

In  the  category  of  work  in  progress: 
[■Business  may  have  much  further  to  go  in 
■earning  a  proper  regard  for  the  consum- 
ller,  who,  contrary  to  the  popular  phrase, 
Rvas  never  "always  right"  in  the  eyes  of 
Ithe   corporation,    and   was    too  often 
ileonsidered  as  wrong  as  the  traffic  would 
flbear.  (Let  us  note  that  a  recent  Harris 
jpoll  found  that  the  public  now  believes 
tlsenior  corporate  management  to  be  "less 
i representative  of,  and  less  in  touch  with, 
public  opinion"  than  any  other  group 
! involved,  and  that  the  senior  managers 
seriously  underestimate  such  problems 
as  misleading  advertising  claims,  mis- 
leading labels,   inadequate  warranties, 
and  dangerous  products.)  And,  on  the 
basis  of  1965-69,  there  is  too  little  evi- 
dence that  businessmen  have  learned 
that  their  own  interest  is  seldom  served 
by  playing  games  and  cutting  corners 
when  the  going  is  good. 

Finally,  there  is  the  new  work  to  be 
done — finding  solutions  to  problems 
that,  at  least  in  their  present  form,  have 
I  scarcely  been  tackled  before  and  there- 
fore must  be  tackled  without  benefit  of 
!  experience.  Surely  high  on  the  list  of 
such  problems  are:  finding  a  way  out  of 
the  dilemma,  new  in  the  annals  of  eco- 
nomics, of  inflation  combined  with  eco- 
nomic stagnation  and  high  unemploy- 
ment— an      intellectual      puzzle  of 


I  only  have  time  to  read 
one  financial  publication* 
And  that  one  is  Barron's? 


Roger  Skarston 
Woodskte,  California 
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"I'm  so  busy,  I  only  have  three  hours  a  week  at  best  to  keep  up  with  the 
financial  news.  I  invest  that  time  in  Barron's. 

"As  an  investor,  I'd  never  get  what  I  get  from  Barron's  in  my  local  paper. 
Barron's  picks  up  developments  very  early,  and  gives  me  all 
the  basic  investment  news  and  information  I  want. 
Plus  a  clear  overview  of  trends 
and  major  markets. 

"And  nobody  can  beat  Barron's 
when  it  comes  to  statistical  data. 
I  even  save  my  copies  until  the 
end  of  the  year  just  so  I  can  refer 
to  those  statistics!' 

Whether  you're  interested  in 
statistical  facts  or  insightful 
opinions  or  both  —  no  newsletter, 
no  other  weekly  can  help  you  in 
your  financial  decisions  like 
Barron's.  We  look  ahead.  We  report 
ahead.  For  over  one  million  readers* 
Look  into  Barron's  yourself  — 
every  single  week.  Subscribe  now. 

"Source:  Simmons.  1976-77. 


Today  is  history.  Tomorrow  is  Barron's. 


1 


BARRON'S 

The  National  Business  and  Financial 
Weekly  from  Dow  Jones. 
200  Burnett  Road,  Chicopee,  Mass.  01021 

Please  enter  my  subscription  to  Barron's. 

□  One  year  at  $28  (a  28%  saving  off 
newsstand  price). 

□  Six  months  at  $15. 
D  Payment  enclosed.  D  Bill  me. 
Also  send  me  as  a  special  free  gift  a  copy 
of  "10  Rules  for  Investors." 
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NEBRASKA 

FOR  PROFITABLE  REASONS. 


Our  most  important  manu- 
factured product,  is  profit.  And 
we  think  your  next 
plant  will  make 
more  of  it  in  Ne- 
braska. Why?  Pro- 
ductive labor  rea- 
sons. Efficient 
access  reasons. 


Powerful  energy  reasons.  Re- 
liable transportation  reasons. 

We  can  give  you 
other  important 
reasons  your  next 
plant  will  profit 
more  in  Nebraska. 
Send  for  all  the 
details,  today. 


For  all  the  facts,  write  Chuck  Elliott,  Department  of  Economic  Development 
Box  94762,  41 5  State  Capitol,  Lincoln,  NE  68509.  Or  call  (402)  471-31  1  1 
NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  STATE  ZIP  


THE  DATA  UTILITY 


Interactive  Data  Corporation  is  an  international 
timesharing  network  offering  access  to  the 
largest  computerized  data  base  of  economic 
and  financial  information. 

We  provide  data  and  analysis  tools  to 
executives  involved  in  corporate  planning  and 
investment  analysis. 


Interactive  Data  Corporation 

486  Totten  Pond  Road 
Waltham,  MA  02154 
617  890 1234 


overwhelming    importance    that  chal 
lenges  the  combined  resources  of  indus 
try,  government  and  the  academic  pro 
fession;  gradually  learning  to  base  the 
health  of  the  whole  economy  less  deci 
sively  on  the  health  of  the  automobile 
industry,  the  unchecked  proliferation  ol 
whose  products  w  ill  eventually  (if  it  has 
not  clone  so  already)  begin  disserving  the 
general  social  and  physical  welfare;  set- 
ting  rules   for   international  business 
whic  h  has  been  allowed  to  operate  large- 
ly beyond  the  law  of  any  nation;  getting 
rid  once  and  for  all  of  the  "revolving 
door    through  which  government  real 
lators  systematically  move  from  their 
regulatory  posts  to  highly  paid  industry 
jobs,  thereby  subverting  the  effective- 
ness of  regulation;  achieving  a  working 
detente  between  business  and  a  public 
that,  partly  as  a  legacy  of  Watergate  and 
partly  through  the  fault  of  big  business 
itself,  has  recently  come  to  regard  big 
business    with    a    hostilitv  unmatched 


"...There  is  new  work  to  be 
done — finding  solutions  to 
problems  without  benefit  of 
experience..." 


since  the  1930s  themselves. 

And,  overarching  all  those  tasks,  the 
one  upon  which  survival  of  free  enter- 
prise depends:  How  to  make  the  great 
crucial  tradeoff  of  the  future  among 
growth,  environment  and  energy:  how  to 
avoid  the  ultimate  disaster  of  ending  up 
with  a  vast,  intricate,  beautiful  machine, 
a  life-enhancing  machine,  potentially  ca- 
pable of  providing  us  with  material  condi- 
tions of  life  hitherto  unknow  n — and  not 
enough  fuel  to  make  the  machine  run? 

Thus  the  curtain  comes  down  on  the 
hero,  chastened  and  perhaps  made  wiser 
by  the  retributions  and  humiliations  of 
recent  years,  facing  problems  that  range 
from  the  merely  challenging  to  the 
apocalyptic.  The  tools  he  brings  to  tin- 
task  are  those  that  have  brought  him 
through  all  the  c  rises  of  the  past,  some- 
times by  the  skin  of  his  teeth — flexibil- 
ity, skepticism  about  ideology,  a  capacity 
to  improvise.  The  critic  Albert  Murrav 
has  written  that  the  ability  to  learn  to 
live  by  trial  and  error  is  the  chief  charac- 
teristic of  the  comic  hero.  Perhaps,  after 
all,  ours  is  a  comic  hero.  At  am  rate,  if 
he  has  had  occasion  to  learn  one  thing 
over  the  period  of  the  action,  it  is  that  he 
tends  innately  to  excesses  that  need  to 
be  curbed.  Stanley  Sporkin,  chief  en- 
forcement officer  of  the  SEC,  said  last 
year:  "Capitalism  is  the  greatest  thing 
going,  but  unchecked,  it  is  its  own  undo- 
ing." That  may  stand  as  the  curtain  line 
for  the  drama  of  business  over  Forbes' 
60  years.  ■ 
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High  technology  is  our 
Dasic  strength.  Managing  it 
is  our  business. 


•  ■  «r  •  ■  11 


energy 


Power  — generating  it,  distributing  it,  applying  it.  A  growing 
outlet  for  our  technologies  in  gas  turbines  and  the  fuel  cell 
now  under  development  by  our  Power  Systems  Division. 


Systems  for  flight  are  an  important  category.  Our  Hamilton 
Standard  Division  makes  the  pressurization  and  air-condi- 
tionmg  systems  used  on  Boeing  747s  and  Lockheed  L101 1s 


SALES  IN 
BILLIONS 


EARNINGS  IN  $157.4 
MILLIONS 


$5.2 


$117.5 


$104.7 


$3.9 


$3.3 


$2.0 


$2.3 


$50.6 


$58.1 


Computer 
cooking 


Industrial  controls  reflecting  precision  engineering  and 
manufacturing  are  a  major  and  growing  market  for  us. The 
controls  for  this  microwave  oven  come  from  our  Essex  Group. 


72  73 


75  76 


72      73      74  75 
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Crowning  five  years  of  achievement,  our  1976  sales  and 
earnings  were  at  record  highs.  Since  1972,  sales  have 
increased  by  155%  and  earnings  by  211%. 


UNITED 

TECHNOLOGIES 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Group  •  Essex  Group  •  Sikorsky  Aircraft  •  Hamilton  Standard 
Power  Systems  Division  •  Norden  •  Chemical  Systems  Division  •  United  Technologies  Research  Center 
United  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV- sponsored  by  United  Technologies  Corp 


Control 


Controls  are  a  vital  working  tool  at 
Crane.  We  apply  them  in  many  ways. 

Our  valves  and  pumps  control  the  flow  of 
fluids  in  a  wide  variety  of  industries,  including 
such  prime  growth  areas  as  petroleum,  chemical 
and  power,  both  here  and  abroad.  We 
manufacture  many  kinds  of  pollution  control 
equipment  — from  ozonators  that  purify  and  clear 


wastewater  to  packaged  treatment  systems  to 
help  industry  meet  government  pollution 
standards. 

Our  CF  &  I  Steel  Corporation  is  one  of 
the  few  steel  companies  that  completely  contraj 
its  steel  making  from  mine  through  mill.  This 
control  assures  high  quality  in  the  steel  we  turn 
into  rails,  into  casing  and  tubing  used  in  oil 


A  key  factor  in  Crane's  growth. 


I 


■ling  from  Alaska  to  Louisiana,  into  structurals 
id  dozens  of  other  basic  products. 

A  distribution  network,  the  largest  serving 
:  industrial  and  construction  markets  in  North 
iierica,  helps  Crane  control  its  distribution  to 
jor  marketing  areas. 

In  aerospace  Crane  designs  and 
nufactures  the  brake  control  systems  used  on 


virtually  every  commercial  jet  and  military 
transport.  A  special  version  will  be  used  on 
NASA's  future  space  shuttle. 

Controls.  They  have  not  only  kept  us  at 
the  center  of  American  industry,  they  have 
helped  make  us  one  of  our  country's  most 
successful  billion-dollar  companies.  Crane  Co., 
300  Park  Avenue,  New  York,  NY.  10022. 


CRANE 

® 


Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 
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Heritage5  Cloth  suits.  From  the  Corporate'  Collection.  Dacron"  polyester  and  wool  worsted. 

Hart  Schaffner  &  Marx  ft 
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eiry  Ford. .  .and  Charles  Ponzi.  The  $5  day  on  the  assembly  line. .  .and  the 
cnt  apple  on  the  street  corner.  The  record  of  American  business  in  the  past 
decades  abounds  in  triumphs  of  human  imagination  and  will.  It  is  full, 
ci  of  false  hopes  and  unworthy  goals.  In  the  following  pages  Forbes'  editors 
nnicle  some  of  the  people  and  events  that  shaped  the  society  in  which 

I  iness  today  plans  its  future.  To  reflect  on  the  ceaseless  flux  of  challenge 
k  response  documented  here  is  to  understand  why  it  is  that  some  businesses 
k  and  prosper  while  others  fall  and  fail. 

II  EDITORS  OF  FORBES  PRESENT  1 

0  YEARS 
ff  AMERICAN 
USINESS 

WrURE  PORTFOLIO 


Europe  had  been  at  war  nearly  three  years  when  the  \ 
joined  the  Allied  Powers  in  battle  against  the  Cen1 
Powers  led  by  Germany.  On  Wall  Street,  where  mq 
stars  exhorting  crowds  to .  buy  Liberty  Bonds  becamj 
familiar  sight  (preceding  page,  Douglas  Fairbanks  Sr.),  spirits  were  high. r 
stock  market  was  strong.  Foreign  capital  and  gold  had  fled  for  safety  to  p 
York,  which  would  replace  London  as  the  world's  financial  center. 
The  U.S.  stepped  onto  the  world  stage  exuberantly,  and  more  than  a  li 
innocently.  It  was  a  nation  of  103  million  people.  About  half  of  them  li 
on  farms  or  in  small  towns.  Rural  America  embodied  the  values  by  wh 
the  country  lived,  and  it  shaped  the  myths  by  which  the  young  were 
structed.  Cities?  If  they  weren't  entirely  evil,  they  were  mostly  eastern, 
in  1917  Henry  Ford  was  into  his  ninth  year  of  turning  out  his  Mode: 
"flivver"— well  over  half  a  million  of  them  that  year  alone,  for  as  little 
$350  each— and  it  was  to  play  a  decisive  role  in  ending  the  physical  2 
psychic  separation  between  rural  and  urban  America. 


kv  York  City  Q  (looking 
cth  on  Fifth  Avenue  from 
It  Street)  had  a  population 
f  nore  than  5  million  and  a 
uticipal  budget  of  $211  mil- 
Cii  in  1917.  World  War  1  had 
tuptly  reduced  the  flow  of 
■  migrants  passing  through 
1 9  Island,  but  New  York  was 

i  n,  as  it  is  now,  the  city  of  as- 
}  ishing  contrasts  —  princely 
unsions  on  Riverside  Drive, 
e  tilential  slums  on  Rivington 
;.eet.  In  the  American  heart- 
id  Q  there  were  also  appall- 
I  contrasts  —  pellagra  was 
rlemic  in  the  South  —  but 
vy  were  less  visible  on  "the 
ter  side  of  the  tracks."  A 
living  middle  class  an- 
i"  i need  the  goals,  set  the  tone 
r,  I  made  the  rules  in  the  pur- 
nt  of  happiness.  (In  the  pic- 
le,  employees  of  the  Foster 
fker  Co.,  insurance  agents 
f  Omaha,  Neb.,  gathered  at 

ii  Fremont  Country  Club  for 
i,ir  annual  outing.) 
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ifaiy  Ford  had  been  paying  his  assembly  line  workers  $5 
■lay  since  1914,  but  in  1917  that  was  still  a  handsome 
fege  for  most  people.  Textile-mill  hands  in  New  England 
(re  lucky  to  get  12  cents  an  hour,  coal  miners  in  Pennsyl- 
b  Ida's  bituminous  fields  48  cents.  Federal  minimum- wage  laws  were  non- 
wstent  and  state  safety  standards  were  minimal.  The  U.S.  work  force  num- 
jepd  nearly  42  million  in  1917.  That  year  alone  there  were  more  than  1 
[[lion  serious  injuries  and  there  were  more  than  25,000  deaths  on  the  job 
[iKmerican  factories  and  mines. 


unestic  service  was  a  waning  source  of  jobs  for  women.  A  live-in  laundress  O  might 
rfn  $32  a  month.  Ice  was  a  significant  item  in  the  household  budget  —  some  $2.50  a 
,.tth,  home  delivered,  in  New  VorfcQ.  Although  more  than  4  million  automobiles 
me  on  the  road  in  1917,  relatively  few  roads  beyond  city  limits  were  pavedJEl.  Nearly 
million  women  were  in  the  labor  force,  some  1.7  million  of  them  clerical  workers  and 
sts  O  earning  as  much  as  $1,400  per  year.  A  stock  brokerage  firmWM paid  as  much 
%$77, 000  for  a  seat  on  the  New  York  Stock  Exchange.  The  average  volume  per  day 
wluding  Saturday  morning  trades)  on  the  Big  Board  was  644,765  shares.  The  most 
avely  traded  stock  in  1917  was  U.S.  Steel.  Others  on  the  most-active  list  included 
mding  Co.  (the  railroad)  and  Central  Leather.  Some  10  million  people  —  one-third  of 
i\  labor  force  —  worked  on  farms  Q .  Average  wage:  $40  a  month,  plus  room  and 
akrd.  Neighborhood  grocery  stores  E|  (grocer  Harold  C.  Crew  and  his  two  clerks  in 
4aha,  Neb.)  were  beginning  to  feel  competition  from  chain  retailers.  By  1917  A&P 
j  I  opened  nearly  4,000  stores;  only  five  years  before,  A&P  had  480  outlets. 


fffl&jjS^dM^U  Once  entered  upon  the  world  stage,  the  U.S.  inspire 
M  curious  ambivalence  in  many  foreign  observers,  anc 
1  wmmt       m  nauve  critics  as  well.  There  was  admiration  for  the 
I  ■  nomic  power  of  the  U.S.— the  material  abundance  and 
furious  productivity  here.  But  the  admiration  was  often  tinged  with  disd 
and  condescension.  Much  of  America's  abundance  was  manifested  in  w 
was  perceived  to  be  trivial  goods  and  marginal  services.  And  these,  to  so: 
bespoke  a  society  with  shallow  concerns  and  dubious  values. 
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tjie  U.S.  stood  accused  by  some  of  being  ''materialistic,"  it  had  a  ready 
jy:  The  very  abundance  that  made  the  charge  possible  had  become  the 
v\y  of  the  world.  The  U.S.  was  a  country  in  which  seemingly  ordinary 
xiple  could  enjoy,  or  plausibly  hope  their  children  would  enjoy,  an  extraor- 
r,iry  range  of  goods  and  services.  In  the  value  system  Americans  lived  by, 
ceover,  education  was  accorded  a  high  place.  In  the  relatively  open  society 
&  America  professed  to  be,  schooling  was  the  key  to  mobility  in  the  pur- 
j  of  happiness  and  leisure. 


me  who  benefits  from  home  appliances  EH 
ks  of  them  as  trivial.  The  reasons  for  the 
and  that  developed  were  profound,  among 
At,  growing  numbers  of  working  women.  The 
wvice"  sector  of  the  economy  obviously  ben- 
Kdfrom  the  growth  and  from  changing  fash- 
was  well.  Hairdressers  UJ  were  soon  to  be 
tied  by  a  new  vogue  —  bobbed  hair  —  and 
mid  have  to  learn  to  use  scissors. 
■lie  education  in  the  U.S.  ED  tvas  a  national 
\mitment,  but  the  money  behind  it,  locally 
terated,  varied  widely.  In  New  York  City  a 
t:her  could  make  $976  a  year,  in  Alabama 
5.  The  national  average:  $648. 
%ure  pursuits  were  steadily  expanding.  At  the 
ual  Dancing  Masters'  Convention  in  191 7 EE2 
I  big  issue  was  the  "jazz"  craze.  With  some 
)0  courses  in  the  U.S.,  the  appeal  of  golf  as  a 
ticipant  sport  was  still  limited,  but  growing. 
Lei  by  car  was,  at  the  very  least,  an  adven- 
f.  Tourists  in  Garden  Valley,  Idaho  EZ2  had  to 
fsfer  from  car  to  horse-drawn  wagon. 
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^Hj  Compared  with  its  allies,  the  U.S.  was  only  lightly  touc 

T|BB^^  in  the  carnage  of  World  War  1—117,000  killed,  204 

I  M  wounded.  The  war  was  elearly  an  agent,  however,  in 

■  %JP  If  profound  social  change  that  followed.  With  close  t 
million  under  arms  in  1917,  the  job  climate  changed  dramatically  for  a  wl 
especially  in  the  kinds  of  jobs  open  to  women.  It  would  be  hard  to  keep  I 
down  on  the  farm  after  they  had  seen  Paree.  In  time  it  would  be  just  as  tj 
to  keep  women  at  home  after  they  had  seen  a  paycheck. 
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If  the  pace  of  social  change  had  been 
cial  until  the  Great  War,  it  was  to  pick  up 
almost  dizzying  momentum  there  af\ 
with  heavy  consequences  for  busine 
The  woman  openly  puffing  on  a  cigar* 
at  Southampton,  JV.Y.  £J3  was  but  one 
sault  on  old  standards  of  public  decer 
The  cigarette  itself,  made  popular  in 
war,  came  out  of  the  pool  halls  into  gc 
society  and  soon  began  to  dominate 
tobacco  industry. 

Not  every  element  of  American  society  u 
visibly  in  ferment.  The  House  of  Mor$ 
m  (picture  shows  J.  Pierpont  Morgan « 
was  still  the  most  powerful  banker  in  i 
U.S.  "Send  your  man  to  my  man  and  tl 
can  fix  things  up,"  J  J9.  Morgan  had  or 
told  President  Theodore  Roosevelt  wh 
discussing  a  problem.  But  it  would  not 
possible  for  bankers  to  speak 
that  way  to  federal  authority 
much  longer.  Until  the  war 
the  federal  government  had 
played  only  a  modest  role  in 
business  affairs.  (The  fed- 
eral budget  in  1916  was 
just  $735  million.)  With 
the  war  came  rapid, 
frightening  inflation,  fol- 
lowed by  a  postwar 
slump  that  led  to  the  De- 
pression of  1921.  The 
Roaring  Twenties  would 
be  romanticized  later  as  a 
happy  time  —  flappers, 
college  boys,  raccoon  coats 
and  all  that  jazz  —  but  it 
was,  in  fact,  a  grim  time  for 
many.  Prohibition,  more- 
over, was  to  institutionalize 
the  criminal  underworld  as  a 
fact  of  everyday  life.  For 
such  reasons,  the  federal 
government  would,  in  time, 
become  a  constant  and 
growing  presence. 


How  a  Key  Agent  of  The  Home 
nade  a  fast  inventory  check  that  led 
:o  a  fast  settlement  check. 

pglary  at  the  Bi-Rite  warehouse  in  Man- 
nester,  New  Hampshire!  A  silent  alarm  was 
Iggered,  and  the  police  rushed  to  the  scene 
I  discover  that  arson  had  been  committed 
1  well. 

|  The  fire  department  responded  fast— and 
j>  did  Home  Key  Agent  Frank  O'Gara,  of  The 
awsby  Agency,  Nashua,  N.H.  Frank  assessed 
ie  damage,  helped  secure  the  warehouse, 
id  within  twelve  hours  completed  an  inven- 
pry  that  expedited  the  claim  settlement. 
On-the-spot  service.  Another  reason  why 

lome  Key  Agents  give  you  that  "Something  Extra'. 


your  Home  Key  Agent  is  the  man  to  see 
when  it  comes  to  insurance.  He  gives  you 
that  "Something  Extra" 

For  the  Key  Agent  nearest  you,  look  in 
the  Yellow  Pages. 


The  Home  jk 
Insurance  '1 


Company 


ACity  Investing  Company 


how  vast  on  opportunity  is  unless  you  look  at  oil  of  it 


How  many  success  stories  were  never 
written  because  someone  didn't  see 
the  full  potential  of  a  good  idea? 

No  one  knows.  But  we  both  know 
how  important  it  is  to  explore  the 
entirety  of  every  business  opportunity. 
Unless  you  analyze  every  inch,  you'll 
never  know  how  far  it  really  reaches. 

At  Continental  Bank,  that's  our 
approach.  It's  the  best  and  only  way 
to  serve  our  clients. 

Maybe  you're  looking  at  a  potential 
opportunity.  If  so,  let's  talk.  Together, 
we'll  find  out  how  big  it  really  is.  So 
you  can  realize  every  inch  of  it. 


We'll  find  o  way. 


CONTINENTAL 
BANK 


SUBSIDIARY  OF  THE  WORLDWIDE 
CONTINENTAL  ILLINOIS  CORPOR. 


LONE  STAR  INDUSTRIES 

Millions  of  Dollars 
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1966  67    68    69    70    71     72    73    74    75  76 


Lone  Star's  revenues  have  tripled  in  the  last 
ten  years.  Which  says  something  about  our 
being  on  the  right  track.  And  points  to  a 
successful  future. 

Cement:  will  there 
be  enough  capacity? 

As  the  Western  Hemisphere's  leading  port- 
land  cement  producer,  we've  seen  demand 
growing  steadily. . .  by  1980  it  will  be  in  close 
balance  with  capacity  in  many  places.  With 
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the  long  lead  times  and  high  capital  require- 
ments to  build  new  cement  plants,  there  is 
little  prospect  of  excess  productive  capacity 
for  many  years. 


Another  factor:  cement  historically  out- 
runs steel  and  wood  in  rate  of  growth  as  a 
construction  material,  and  construction  is 
on  the  move  again.  That,  to  us,  means 
business. 

Building:  it's  getting 

to  be  everybody's  business. 

Housing  starts  are  back  on  the  rise.  And  so 
is  home  remodeling.  We  supply  matenalsfor 
both.  We're  a  leading  distributor  of  lumber 
and  building  materials  to  contractors  and 


In  the  right  place  at  the  right  time. 


also  todo-it-yourself  homeowners.  Ourfacil 
ties  —  some  200  of  them  —  include  retaill 
stores,  supply  yards,  and  other  distribution! 
centers.  We've  tripled  our  sales  in  this  a  real 
in  just  5  years.  And  the  future  can  only  build| 
business  for  Lone  Star. 


If  you'd  like  to  know  more  about  us,  write 
to  One  Greenwich  Plaza,  Greenwich,  Con- 
necticut 06830,  for  a  copy  of  our  Annual 
Report. 

LONE-Ar 

STAR>4 

INDUSTRIES 


Our  Winter  RescueTeam. 


This  past  winter,  many  com- 
panies stood  by  helplessly  as  their 
fuel  supplies  and  raw  materials 
bogged  down  in  the  snow  and  ice. 

However,  one  basic  means  of 
transportation  pushed  on,  practi- 
cally unimpeded  by  winter.  The  rail- 
road tank  car.  For  many,  the  tank 
car  was  a  lifesaver. 

Which  is  one  way  GATX  can 
provide  a  reliable  alternative  to  those 
manufacturers,  utilities  and  distri- 
butors of  bulk  liquid  products  who 
suffered  shut  downs,  delays  and  the 
inevitable  loss  of  income  during  the 
disastrous  winter  of  77. 

Our  General  American  Trans- 
portation Corporation,  operator  of 
the  world's  largest  fleet  of  railcars, 
can  lease  as  many  tank  cars  as  you 
need,  to  carry  any  bulk  liquid  to  your 
railhead  or  terminal.  Full  mainte- 
nance and  many  other  services  are 
included.  The  cost  is  reasonable. 

And  if  you  lease  TankTrain™  our 
new  interconnected  tank  car  system 
that  permits  rapid  loading  and 
unloading  of  an  entire  string  of  cars 
from  one  connection,  you'll  find  your 
shipping  costs  are  even  lower. 

There's  another  important  way 
we  can  help  insure  you  a  full  supply 
of  bulk  liquid.  By  leasing  you 
terminal  storage  space. 

Our  GATX  Terminals  Corpora- 
tion owns  and  operates  the  largest 
public  terminals  network  in  the  U.S. 
With  14  terminals  strategically 
located  across  the  country,  we  can 
store  any  liquid  product  in  use 
today.  And  we  can  lease  you  as  much 
or  as  little  storage  as  you  need.  Here 
too,  costs  are  remarkably  low. 

In  fact,  the  flexibility  and  low 
cost  of  GATX  services  make  us 
a  wise  choice  all  year  'round. 

But  when  the  weather  grows 
cold  again,  perhaps  you'll  appreciate 
our  reliability  the  most.  Because  we 
can  keep  you  going  through  rain,  fog 
and  dark  of  night.  Not  to  mention 
winter,  when  it  comes. 

For  more  information  regarding 
our  terminal  storage  facilities  and 
tank  car  leasing,  please  write 
There  never  will  be  a  better  time 
than  right  now. 


GADC 


GATX  Corporation 
120  South  Riverside 
Chicago,  I L  60606 


The  business  of  America  is  business.  President  Coolidge  said  that  in  1' 
He  was  right— but  these  60  years  were  rough  on  complacent  businessrn 
the  pocket-watch  and  buggy-whip  types.  The  era  belonged  to  those  with 
vision  to  understand  the  changes  and  the  drive  to  grab  the  opportunities.  T\ 
entrepreneurs,  more  than  the  politicians  and  moralists,  remade  Amen 


Jiy  businessmen  would  win  high  status  and  great  rewards.  A  compara- 
I  handful  did  more.  They  achieved  greatness.  S.S.  Kresge  [below,  at  left, 
■is  90th  birthday  in  1957)  was  one  such.  Spurned  as  a  partner  by  F.W. 
olworth,  he  started  his  own  variety  chain,  made  it  second  in  size  only 
«:Voolworth  itself.  He  died  at  99  not  only  rich  but  respected  for  his 
tncy  (" Ability  alone  will  be  the  standard  for  achievement/'  he  said) 
c  charity.  On  the  following  pages,  are  61  other  businessmen  who,  by  vary- 
*paths  in  different  ways,  achieved  something  special. 


By  ROBERT  J.  FLAHERTY 


PIONEERS 


An  idea  is  not  enough.  Woolen  mag 
Eliot  Farley  had  the  concept  of  a  corpq 
conglomerate  in  the  Twenties,  but  it  was 
protege,  Royal  Little,  who  30  years  later  had  the  guts  to  create  the  first 
one.  By  the  same  token,  many  men  dreamed  of  global  air  travel,  but 
American's  Juan  Trippe  made  the  dream  a  reality. 


i 


i 


Founding  Pan  American  World  Air' 
ways  in  1927,  Juan  T.  Trippe  Q 
dubbed  his  pilots  "captains"  to  as- 
sure passengers  their  lives  were  in 
capable  hands.  Pioneered  every- 
thing from  overseas  flights  to  com- 
mercial jets.  Correctly  grasped,  but 
failed  to  sell,  the  need  to  create  a 
single  U.S.  carrier  to  compete  with 
subsidized  foreign  carriers. /Before 
George  Eastman  Q,  photography 
was  expensive,  frustrating,  messy, 
with  heavy,  bulky  apparatus.  "You 
press  the  button  —  we  do  the  rest!" 
said  Eastman.  He  pioneered  the 
mass  market,  with  his  cheap,  sim- 
ple Kodak  Brownie,  sold  even  in 
drugstores  because  they  were  open 
on  Sunday. /Royal  Little  BT1.  after 
decades  of  struggle  with  his  cyclical 
textile  business,  turned  to  an  old 
idea  espoused  half  in  jest  by  a 
former  boss  —  "Disassociated  In- 
dustries." Textron  became  the  first 
conglomerate,  a  model  for  all  the 
others. /Johnson  &  Johnson's  Gen- 
eral Robert  Wood  Johnson  Q 
pioneered  social  responsibility, 
with  high  wages,  spotless  plants. 
Image  paid  off  for  his  health-care 
and  contraceptive  products.  But 
heaven  help  employees  who  low- 
ered standards! /Henry  Robinson 
Luce  Q  (with  partner  Briton  Had- 
den),  fresh  out  of  Yale,  founded 
Time,  the  first  newsmagazine.  No- 
table not  for  scoops  or  profundity, 
but  for  compression  and  taking 
liberties  with  grammar  and  lan- 
guage, Time  infuriated  the  linguis- 
tic and  journalistic  purists.  The 
public  loved  it.  After  Time  came  For- 
tune, Life,  then  Sports  Illustrated. 
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*  great  company  is  built  around  a  mind  with  an  idea/'  says  Teledyne 
diider  Henry  S.  Singleton.  But  if  the  idea  is  a  pioneering  one,  it  often  seems 
idish,  vainglorious  and  flies  in  the  face  of  all  established  wisdom.  ("The 
oig  will  never  fly";  UA  news  magazine?  Forget  it";  "Sorry  xerography's 
d  for  us.")  To  pioneer  successfully  a  person  must  be  invulnerable  to 
liffs,  indifferent  to  setbacks. 


He  GE  worried  about  its  vacuum  tubes,  Pat- 
c  E.  Haggerty  Q  licensed  a  Bell  Laboratories 
tient  and  grabbed  first  spot  in  transistors, 
mt   bold   act   of  pioneering,  brilliantly 
iloited  by  Haggerty  and  his  successors,  has 
m  Texas  Instruments  the  leader  in  solid-state 
Wnology./An    independent   young  man, 
wert  W.  Woodruff  WM  snlit  with  his  father,  who 
m't  want  to  replace  the  family  ice  company's 
I  ses  with  trucks.  Bob  Woodruff  came  back 
m  the  fold  in  1923  when  the  family's  Coca- 
0a  Co.  was  slowing,  and  he  made  Coke  the 
i-known  consumer  product  in  the  world. I 
\  diner  Symonds  Q  pioneered  expansion  of 
:  iral  gas  pipelines  during  World  War  II,  then, 
■tiled  by  myopic  federal  regulation  of  gas, 
Me  shrewd  acquisitions  and  created  Ten- 
to,  a  top-notch  conglomerate.  I  At  a  time  when 
kit  business  was  still  largely  run  by  the  seat 
he  pants,  National  Cash  Register's  John  H. 
Merson  Q  produced  one  of  the  first  great 
magement  systems,  training  such  other 
at  businessmen  as  Thomas  Watson  Sr., 
Is  Charles  (Boss)  Kettering  and  Richard  H. 
nt-,  greatest  salesmen  in  America.  He  also 
leered  marketing,  transforming  mere  selling 
i»  satisfying  the  customer's  needs.  Patter- 
14  was  admired,  but  not  always  loved.  He  set 
compulsory  daily  exercise  for  employees, 
anized  a  secretly  owned  subsidiary  whose 
n  purpose  was  to  bankrupt  competitors. 


PIONEERS 


Without  the  stubborn  zeal  of  the  pioi 
change  would  come  slowly,  if  at  all; 
buggymakers  turned  automaker  and  the  g| 
movie  corporations  failed  to  apply  their  mass  entertainment  talents  to  ' 
It's  human  nature:  Established  people  rarely  welcome  change.  That's  \\ 
powerful  companies  sometimes  fade  away 
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Commercial  aviation  worldwide  was  virtu* 
built  around  Donald  W.  Douglas  Sr.'sJ^}DC  3 
World  War  II  his  company,  founded  in  back  c 
Santa  Monica  barbershop,  built  more  plax 
than  Germany  and  Japan  combined.  For  a  get 
ation  he  dominated  the  airlines  field,  only  to  h 
first  place  to  Boeing  when  the  jet  age  dawm 
Polaroid's  great  success  was  built  arount 
single  man's  genius,  that  of  Edwin  H.  LandWH. 
proved  once  again  that  corporate  giants  fl 
Kodak  are  not  invulnerable  to  competition.  I  Wlf 
Hollywood  turned  increasingly  to  pathology,  (I 
lence  and  sex,  Walter  Elias  Disney  \T\  proved  tiv 
wholesomeness  is  highly  marketable  if  handy 
with  imagination  and  taste.  A  cartoonist  at  il 
start,  he  knew  how  to  translate  his  vision  ill 
other  fields,  made  a  mark  in  TV  and  with  11 
now-famous  theme  amusement  parks,  in  a  fiti 
where  success  is  ephemeral,  he  produced  fil\ 
like  Snow  White  and  Fantasia,  which  delight  t\ 
diences  as  much  in  the  Seventies  as  they  did 
the  Thirties. I Amadeo  P.  Giannini  23  prosper 
because  he  saw  a  need  that  the  elitist,  estc 
lished  bankers  neglected.  Started  Bank  of  Italy 
serve  loan  shark-prone  immigrants,  small  bu 
nesses,  wage  earners.  Helped  San  Francis 
recover  from  1906  earthquake,  pioneer* 
statewide  branch  banking,  savings  accounts 
low  as  $1,  built  Bank  of  America  into  work 
largest;  also  founded  Transamerica  Corp., 
nationwide  bank  holding  company. 


IURNAROUNDS 


Not  all  great  businessmen 
are  innovators;  some  are 
simply  strong  leaders.  They 
b  tired,  demoralized  companies,  infuse  them  with  new  spirit  and  make 
jte  profitable  again.  Less  dramatic  than  the  pioneers  or  the  organizers, 
I  great  turnaround  artists  nevertheless  play  a  vital  role. 


Steel's  Judge  Elbert  H. 
y  E3  died  in  office  (literally) 
SO  after  saving  what  was 
v  the  nation's  biggest  corpo- 
on  from  being  trustbusted  — 
Standard  Oil  —  by  restrain- 
its  aggressiveness.  A  highly 
ral  but  unbending  man,  he 
bade  insider  trading  at  a 
re  when  it  was  widespread, 
h  also  opposed  vacations  for 
i  workers.  Known  as  "The 
airman  of  The  Corporation," 
cy  fired  his  flamboyant  pres- 
,  nt.    Charles    M.  Schwab, 
i^reby  giving  birth  to  com- 
iitor     Bethlehem     Steel. I 
neph  Wilson  f£  innovated 
h  father's  deficit-prone, 
n- named  Haloid  Co.  to  back 
estor    Chester  Carlson's 
tying  machine  when  IBM,  GE 
i  RCA  turned  it  down  and 
nsultant  A.  D.  Little  saw  little 
mrefor  it.  Later  had  satisfac- 
t  of  refusing  to  be  acquired 
\an  eager  IBM  and  building  a 
Itibillion- dollar  company  — 
rox. /Trained  by  Alfred  P. 
han  Jr.  as  GM's  "cleanup 
w,"  Ernest  Breech    |J3»  « 
cksmith's  son,  reorganized 
ndix,  put  North  American  Avi- 
on into  aircraft  manufacture 
I,  moved  on  to  bring  an  ailing 
rd  Motor  into  the  20th  cen- 
y,  after  it  was  in  the  red  and 
d  fallen  behind  Chrysler  in 
irket  share,  finally  "retired" 
head  TWA  when  Howard 
■ghes  lost  control.  A  top- 
tch  professional  manager 
ose  work  lasted. 


a*  \oTcr\\  in  10 


TURNAROUNDS 


Few  people  love  the  tu 
around  artist.  The  cru( 
part  of  his  job  is  chang 
the  habits  and  attitudes  of  the  people  under  him.  An  organization  al\\j 
resists  change.  To  turn  it  around,  he  forces  it  to  change.  That  means  bd 
tough  and  often  being  ruthless.  It  means  firing  "good  old  Joe,"  but  in  dd 
so  saving  the  jobs  and  investments  of  thousands  of  others. 


It  was  Julius  Rosenwald 
not  Sears  or  Roebuck,  u 
made  the  great  retailer  whi 
is  today.  Buying  out  first 
partner  (for  $20,000),  Id 
the  other  (for  $10  millia 
Rosenwald,  a  clothing  m 
chant,  risked  personal  forti 
to  save  Sears  in  the  crash 
1921.  He  perfected  mail-on 
m  selling,   adopted   a  pro 
J  sharing   plan,  reluctan 
agreed    to    opening  re 
stores.  Was  responsible 
selecting  a  great  manag 
General  Robert  E.  Wood,  to 
Sears  after  Wood  was  fired 
Montgomery  Ward./They  sni 
ered  when  Walter  C.  Teagle 
vowed  that  Jersey  Standa 
now  Exxon,  would  grow  bigt 
than  the  old  oil  trust;  this  a 
government  split  the  Rocke 
ler  trust  into  34  separate  uni 
By  his   retirement  in  19 
Teagle  had  kept  his  word,  iv 
such  coups  as  the  purchase. 
Humble  Oil  control  and 
priceless  Venezuelan  prope\ 
when  Standard  of  India 
wanted  to  get  out  of  forei\ 
operations. /Paul  W.  Litchfit 
VT1.  Goodyear's   head  frc 
1926  to  1956,  tied  his  th 
weak  company's  fortunes 
the  automobile  by  initial 
concentrating  on  manufactu 
and  marketing  of  tires  whi 
bigger  rivals  were  spreadl 
their  efforts.  He  left  behind 
powerful  organization  that\ 
still  number  one  in  a  tout 
business. 
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To  become  less  dependent  on 
foreign  oil,  we  need  more  than  American  oil. 
We  need  American  energy. 


In  the  last  few  years,  America's 
dependence  on  oil  from  other 
countries  has  increased  to  more 
than  40  per  cent,  and  is  still 
growing. 

One  way  to  reduce  that  depend- 
ence is  to  conserve  energy — to  use 
it  more  wisely  and  efficiently. 

And  while  companies  such  as 
Conoco  continue  to  search  for 


more  domestic  petroleum,  it's 
imperative  that  we  also  develop 
other  kinds  of  energy. 

For  example,  there's  enough 
coal  and  uranium  in  the  U.S.  to 
meet  our  energy  needs  until  solar 
power  and  other  fuels  of  the  future 
can  begin  to  play  a  significant  role. 

We  think  it's  a  good  thing  that 
Conoco  has  the  skilled  people 


and  the  financial  strength  to  go 
beyond  petroleum — into  coal, 
uranium  and  newer  forms  of 
energy. 

That's  the  best  way  to  reduce 
our  dependence  on  foreign  oil. 


C 


conoco 


Doing  more  with  energy. 


To  learn  more  about  what  we're  doing  with  energy,  write  Dept.  D,  Continental  Oil  Company,  Stamford,  Conn.  06904. 


I    "I  know  my  bank. 
I  And  my  customers." 

.. . .  ethical  and  over-the-counter  pharmaceutical,  cosmetic, 

soap  and  household  product  companies— cash  rich 
multinationals  with  a  large  percentage  of  overseas  sales.  These 
customers  need  an  international  network  and  Chase  has  it. 

jf beyond  that,  they  need  a  willingness  on  my  part,  an  attitude  as  much  as  anything  else, 
jip  out  of  my  way  on  their  behalf.  Not  only  by  being  competitive  in  everything  we  do,  but  also 
jjpeing  a  relationship  manager  who's  active  in  bringing  together  all  the  bank's  resources. 

"Our  technical  director's  extensive  knowledge  of  the  chemical  industry, 
for  instance,  has  been  of  real  help  to  me  and  to  my  customers. 


And  our  foreign  exchange  traders  are  not  just  anonymous  voices  quoting  the  price 
:pf  pesos,  but  people  who  are  interested  in  discussing  the  outlook  for  whatever  currency 
my  customer's  interested  in ...  in  enhancing  our  bank's  relationship. 

I  think  one  of  the  things  that  really  differentiates  Chase  is  our  responsiveness 
to  our  customers'  problems . . .  handling  all  matters  with  a  thoroughness  and  concern 
that  corporate  treasurers  merit  from  their  bankers.  I  believe  that  very  strongly 

The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
rand  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager.  Call  on  todays  Chase  Bankers  today. 


ia  S.  Keough 

'resident/Relationship  Manager 
h  &.  Personal  Care  Division 


e  CHASE  MANHATTAN  BANK,  N  A  1977 


Creating  new  ways 

to  manage 
your  company's  risks: 


Ingenuity. 

ft  The  goal  is  simply  the  best  possible 
protection  at  the  least  possible  cost . . . 
for  example,  our  Anistics  people  are 
prepared  to  analyze  your  risk  and  loss 
history .We  can  forecast  your  future 
losses  scientifically. . .  If  self-insurance 
is  the  answer,  we  can  set  up  a  program 
and  administer  it  for  you ...  Or  if  a 
captive  is  right  we  can  implement  that 
...  In  any  case,  your  situation  is  unique.  So  you  need  special  answers.  99 


We  at  Alexander  &  Alexander  have  created  the  Risk  Analysis 
and  Management  Group.  It  includes  computer  scientists,  econo- 
mists, physicists -along  with  specialists  in  finance,  safety  and 
claims.  Their  combined  expertise  provides  large  companies  with 
the  cost-effective  programs  they  need.  Designed  with  scientific  pre- 
cision. And  creative  ingenuity.  Contact  your  nearest  A&A  office  or 
Information  Service,  Dept.  B6,  A  Iavoh/4ak 
Alexander  &  Alexander  Inc.,  XXIw/VO  MO©! 
1 1 85  Avenue  of  the  Americas, 
New  York,  New  York  10036. 


gAjexander 


Protecting  corporate  and  human  resources  creatively. 


Olinkraft  makes  a  paper  box  that  holds 
a  ton  of  peanuts  and  three  tons  of  elephant 

But  even  the  elephant  forgot  our  name. 


People  rarely  put  pachyderms  on  top  of 
our  bulk  shippers.  But  they  do  stack  them  two 
high  in  railroad  cars.  And  four  high  in 
warehouses.  Because  they  take  up  40%  less 
room  than  individual  boxes.  And  save  as  much 
as  30%  in  handling,  shipping  and  storage  costs. 

Before  Olinkraft  developed  this  container, 
peanuts  were  shipped  in  burlap  bags,  same  as 
they  were  100  years  ago.  Now,  thanks  to 
Olinkraft,  peanuts  arrive  in  much  better  con- 
dition. And  they  cost  you  less  to  ship. 

We  thought  our  terrific  new 
peanut  shipper  would  get  us  a 
great  deal  of  attention.  But 
it  hasn't  worked  out 
that  way. 


Sure,  we're  selling  a  lot  of  bulk  peanut 
shippers.  And  doing  quite  well.  But  what 
few  people  realize  is  that  we're  the  ones  who 
developed  this  idea. 

In  fact,  we're  responsible  for  many  real 
innovations  in  containers,  cartons,  coatings, 
paper  bags  and  wood  products.  But  few  people 
seem  to  realize  what  we've  done. 

So  they  don't  call  us.  Even  when  our  prod- 
ucts would  cut  their  costs,  or  do  a  better  job. 
Why  not  drop  us  a  line  about  who  we  are  and 
what  we  can  do  for  you?  We 

just  might  have  an  idea 
that  will  save  you 
money  and  help  you 
remember  our  name. 


''There's  nothing  special  about  a  pillow 
unless  it's  not  offered!' 


What  we're  really  saying  is  that  Eastern  is  an 
airline  that  tries  to  anticipate  your  needs. 

This  attitude  holds  true  whether  it's  a  pillow, 
a  blanket,  a  second  cup  of  coffee,  a  hand  with  your 
hand  luggage  or  just  a  question  answered  about 
connecting  flights. 

These  things  aren't  superficial.  These  are  the 
things  that  make  or  break  an  airline. 

We  know  you  pay  good  money  to  sit  in  one  of  our 
seats  and  you  expect  a  lot  in  return. 

You  expect  to  know  that  when  you  make  a 
reservation  for  a  seat  it  will  be  there  waiting  for  you. 
That  it  won't  be  given  away  to  someone  else. 

And  when  you  do  sit  in  it,  you  expect  courteous 
prompt  service. 


Frank  Borman,  President,  Eastern  Airlines 

The  point  we're  making  is  quite  simple.  We  know 
what  it's  going  to  take  to  get  you  to  fly  Eastern  again 
and  again. 

It's  personal  service.  The  kind  of  personal  service 
that  helped  win  us  2  million  more  passengers  last  year 
than  the  year  before. 

Obviously,  we're  succeeding.  But  we  won't  stop 
here.  Because  if  we  want  you  to  fly  Eastern  all  the  time, 
and  we  do,  we  have  to  earn  our  wings  every  day. 
Every  day. 

9  EASTERN  1 

THE  WINGS  OF  MAN 

"The  Wings  of  Man"  is  a  registered  service  mark  of  Eastern  Air  Lines,  Inc. 


RGANIZERS 


The  organizer  is  quite  different  from 
the  turnaround  man.  Where  the  latter 
works  with  an  established  organiza- 
I  the  former  builds  one  from  scratch.  Typically,  the  organizer  takes  scattered, 
ficient  means  of  production  and  wields  them  into  an  efficient  whole. 
Kroc  of  McDonald's  didn't  invent  the  hamburger,  but  he  built  a  system 
provided  a  cheap  and  pleasant  means  of  delivering  it  to  the  consumer. 


As  the  man  who  built  tiny  money-losing  Com- 
puting-Tabulating-Recording  Co.  into  Interna- 
tional Business  Machines  Corp.,  Thomas  J. 
Watson  Sr.  Qj]  was  a  hard  act  to  follow,  but  his 
son  Tom  Jr.  E3  lived  up  to  his  name,  realizing 
the  importance  of  the  computer  and  launch- 
ing a  mighty  effort  behind  it  that  made  and 
kept  IBM  first.  Probably  greatest  father-and- 
son  act  in  business  history. /Cyrus  Rowlett 
Smith  E3  made  American  Airlines  the 
standard  of  the  domestic  industry  by  treating 
his  passengers  like  royalty  and  his  employees 
(with  whom  he  sometimes  shot  crap)  as 
partners.  Under  Smith's  successor,  American 
became  just  another  airline. /Richard  R. 
Deupree  made  Procter  &  Gamble  one  of 
the  great  business  organizations.  He  gave  the 
go-ahead  to  P&G's  widely  copied  brand- 
manager  approach,  stressed  human  rela- 
tions, avoided  layoffs  during  the  Depression. 
This  great  businessman  was  no  MBA;  Deu- 
pree did  not  have  even  a  high  school 
education. /Like  DICR's  Patterson  before  him, 
ITT's  Harold  S.  Geneen^}  trained  many  of  the 
men  who  run  other  companies  today;  his  sys- 
tems and  controls  are  as  widely  imitated  as 
Alfred  P.  Sloan  Jr.'s  once  were;  his  own  com- 
pany's record  for  growth  and  profitability  are 
superb.  But  his  public  image  is  something 
else  again. /Donald  C.  Power  a  rate-case 
lawyer,  saw  the  need  for  a  second  great  tele- 
phone company.  Starting  in  1951  by  acquiring 
independents,  he  began  building  what  is  now 
General  Telephone  &  Electronics.  Power's 
emphasis  on  profits  and  on  regular  dividend 
increases  eventually  forced  Ma  Bell  to  be 
more  liberal  with  stockholders. /When  Dou@ 
las  Aircraft  was  floundering  in  the  m$< 
Sixties,  James  S.  McDonnell  Jr.  03  rescued  it, 
combining  it  with  the  fabulously  successful 
fighter-plane  operation  that  he  built  up  in 
World  War  U,  now  McDonnell  Douglas. 


ORGANIZERS 


An  organizer  is  obsessed  with 
ciency.  Some  achieve  it  through 
some  through  inspiring  loyalty, 
either  way  the  object  is  to  create  a  smoothly  mnning  team  where  indivic 
efforts  produce  superior  results.  At  his  best,  the  organizer  creates  a  situa 
that  is  beneficial  to  both  his  employees  and  his  customers. 


General  Motors  did  not  just  hap 
Alfred  P.  Sloan  Jr.       made  '*  happen 
GM's  boss  for  33  years  he  took  a  bankr 
automotive  conglomerate  and  welde 
into  the  world's  finest  manufactur 
machine.  He  demonstrated  that  bigm 
properly  organized,  can  be  much  gret 
than  the  sum  of  its  parts.  Our  greatest 
dustrialist,  he  influenced  and  still  i 
ences  all  who  call  themselves  professi 
managers. \\n  an  age  when  rugged  h\ 
vidualists  fumed  at  the  thought  of  govt 
ment  regulation,  AT&T's  great  Theod 
N.  Vail      embraced  regulation  as  a  wa\ 
preserve  a  natural  monopoly  for  free 
terprise.  He  quit  over  opposition  to 
ideas,  but  was  later  brought  back  to  st 
those  who  once  refused  to  listen  to  h 
Drummed  it  into  his  organization  that 
Bell's  product  was  not  telephones  1 
service. /Lawyer  Owen  D.  Young  E3«  ufa 
boy,  and  MIT  engineer  Gerard  Swope  I 
son  of  a  Jewish  immigrant,  respective 
Mr.  Outside  and  Mr.  inside,  turned  Gene, 
Electric  into  the  superb  company  it  is 
day.  The  two  retired  together  in  1940, 
turned  as  a  team  to  help  GE  through  Wo 
War  II. /Persistence  paid  off  for  salesm 
Ray  Kroc  EEL  «  limited  success  at  52,  w 
finally  became  a  half -billionaire.  Well  h 
middle  age,  he  bought  McDonald  brothe 
excellent  but  unambitious  hamburger  « 
eration  and  turned  it  into  the  most  e4 
cient  (and  profitable)  food-delivery  systt 
the  world  has  ever  seen. /A  brilliant  mark 
er  as  well  as  chairman  of  the  U.S.  Fede 
Reserve  System,  Thomas  B.  McCabe  E 
Scott  Paper's  boss  from  1927  to  19i 
changed  paper  products  from  a  coi 
modity  into  a  branded  good,  made  t 
paper  towel  a  ubiquitous  product  in  t 
American  kitchen. 
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of  a  great  organizer  as  an  orchestra  leader.  He  plays  no  instrument 
self,  but  gets  the  oboist,  the  violinist,  the  flutist  to  coordinate  and  sub- 
late  their  own  talents  in  the  interest  of  making  fine  music.  With  truly 
organizers,  the  orchestra  goes  on  making  beautiful  music  long  after 
Las  hung  up  his  baton.  In  a  sense,  this  is  the  ultimate  test  of  his  work- 
it  outlive  him. 


In  an  industry  not  noted  for  towering  figures,  American 
Electric  Power's  Philip  Sporn  EE3  stands  proud  and  high. 
With  Sporn  as  chief  engineer  and  then  president,  AEP  be- 
came a  leader  in  technology  and  went  for  more  than  30 
years  without  a  single  rate  increase. /In  the  end,  World 
War  II  was  won  on  the  production  lines,  and  Henry  J. 
Kaiser  H3  was  a  hero,  building  steel  mills,  aluminum 
plants,  shipyards  from  scratch.  "Retiring"  to  Hawaii,  he 
became  an  imaginative  builder  of  housing  and  hotels.  His 
one  big  failure  was  a  spectacular  effort  to  beat  the  De- 
troit auto  giants  at  their  own  game. /Dow  Chemical,  once 
a  smallish  company  among  giants,  became  top  profit- 
maker  in  its  industry,  in  good  part  because  Carl  A. 
Gerstacker  ED  stayed  away  from  fibers,  fertilizer  and 
fads,  but  did  not  hesitate  to  expand  heavily  into  more 
promising  chemical  areas.  His  motto:  "Never  hesitate  to 
borrow  prudently  a  dollar  today  which  can  be  repaid  with 
tomorrow's  deflated  one." /Starting  as  bookkeeper/ 
sweeper  at  Minnesota  Mining  &  Manufacturing,  William 
L.  McKniaht  lived  on  bread  and  cheese  to  buy  company 
stock  at  10  cents  a  share.  He  emphasized  research  to 
create  a  company  with  unique  products,  unique  market- 
ing skills. /As  a  27-year-old  heir  to  a  cigar  business, 
William  S.  Paley  £S  grasped  early  the  potential  of  radio, 
built  Columbia  Broadcasting  System  into  a  potent  enter- 
tainment company,  kept  it  in  the  forefront  through  chang- 
ing times,  tastes  and  mores.  For  25  years  CBS  was  the 
number  one  TV  network,  until  the  American  Broadcast- 
ing Cos.  overtook  it  in  1976. (Du  Pont's  most  important 
innovation  wasn't  nylon  but  Pierre  S.  du  Pont's  ffj  com- 
bination  of  centralized  financial  controls,  decentralized 
operations  controls  and  the  executive  committee  system. 
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AGAINST  THE  ODDS  S5S 

those  who  broke  into  established  industries,  and,  against  great  odds, 
out  over  entrenched  and  powerful  competitors.  In  serving  themselves,  | 
people  help  keep  big  business  on  its  toes,  prevent  it  from  getting  to 
and  complacent.  Besides,  there's  a  thrill  in  playing  David  to  Goliath. 


They  called  it  "cannonball"  advertis- 
ing, and  George  Washington  Hill  E3 
was  a  master  at  it.  Boil  your  mes- 
sage down  to  a  simple  memorable 
phrase  and  hit  fem,  hit  'em,  hit  'em. 
His  American  Tobacco  Co.  per- 
suaded women  to  smoke  with 
phrases  tike:  "Reach  for  a  Lucky  in- 
stead of  a  Sweet."  inspired  movie 
"The  Hucksters."  I A  refugee  from 
Vnivac,  Control  Data's  William  C. 
Norris  02  stayed  in  the  computer 
business  against  IBM  when  more 
than  50  other,  mostly  bigger,  com- 
panies dropped  out.  A  brilliant  ac- 
quisition (Commercial  Credit)  and  a 
$100  million  legal  settlement  (from 
IBM)  assured  CD's  survival. /Few  of 
the  great  old  shipping  companies  of 
1917  are  still  alive,  but  thanks  to  J. 
Peter  Grace  ED,  W.R.  Grace  survived 
and  prospered  by  dropping  shipping 
and  Latin  American  investments  for 
chemicals,  coal  and  conglomera- 
tion. I"I  want  to  build  a  great  corpo- 
ration," Teledyne  founder  Dr.  Henry 
E.  Singleton  E3  told  FORBES,  and  he 
did.  Unlike  most  conglomerators, 
Singleton  knew  when  to  stop  buying 
companies,  switched  instead  to  buy- 
ing his  own  stock,  thus  producing 
tremendous  earnings  growth. /From 
near-insolvency  before  World  War  II, 
Southern  Railway  became  perhaps 
the  finest  operation  in  its  industry. 
Harry  Ashby  (Diesel)  DeButts  fH 
was  quick  to  dieselize,  build  auto- 
mated freight  yards.  Angered  rivals 
by  refusing  to  raise  rates,  preferring 
to  win  back  lost  business.  Proved 
that  a  railroad  needn't  conglomer- 
ate to  prosper. 
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I  bigger  they  are,  the  harder  they  fall.  That's  the  implicit  motto  of  the 
jinessman  who  succeeds  against  the  odds.  The  established  giants  aren't 
:essarily  easy  targets,  but  neither  are  they  invulnerable— John  Kenneth 
:.braith  to  the  contrary.  Look  at  the  bites  Polaroid  took  out  of  Kodak's 
je.  See  how  little  Digital  Equipment  found  a  hole  in  IBM's  line  and 
ke  through  it.  American  business  history  is  filled  with  stories  of  tough, 
^rmined  men  who  won  out  against  the  bigger,  richer  competitors. 


S.  SEP!  15  1977.  PORTFOLIO  31 


One  of  America's  legendary  $l-million-a-year  men 
in  the  Twenties,  Walter  P.  Chrysler  EES  quit  GM,  res- 
cued Willys-Overland  Motors,  then  took  a  90% 
pay  cut  to  run  the  Maxwell  Motor  Car  Co.,  which  he 
renamed  Chrysler  and  later  merged  with  Dodge 
Brothers  in  a  sensational  financing.  For  a  time  in 
the  Thirties  Chrysler  overtook  Ford,  hut  succes- 
sors couldn't  maintain  the  pace./S.S.  Kresge  was 
a  giant  company  in  the  stagnating  variety  store 
business  when  Harry  B.  Cunningham  EZ3  took  the 
helm,  steered  it  into  discounting  (K  mart).  Soon 
beat  the  discounters  at  their  own  game.  He 
achieved  the  best,  and  most  difficult,  kind  of 
growth  —  from  within,  not  through  acquisition.! 
Cyrus  H.K.  Curtis  £9  rose  from  a  Portland,  Me. 
newsboy  to  become  the  Twenties'  greatest 
magazine  publisher.  Picking  strong  editors  he 
built  Ladies  Home  Journal,  Saturday  Evening  Post, 
Country  Gentleman  into  quality  mass  media.  At 
one  point,  the  three  flagships  had  42%  of  total  na- 
tional magazine  advertising. {Concentration,  not 
diversification  was  the  forte  of  Commander 
Eugene  F.  McDonald  Jr.  fjfi,  the  onetime  Arctic 
explorer  who  founded  Zenith  Radio  in  1923  and 
headed  it  until  his  death  in  1958.  Avoiding  tempta- 
tion to  expand  into  appliances,  entertainment,  he 
ultimately  overtook  RCA  in  manufacture  of  TV 
sets. /A  third-generation  tobacco  man,  Joseph  F, 
Cullman  III  X5k  became  president  of  lagging  Philip 
Morris  in  1957,  increased  share  of  cigarette  mar- 
ket from  10%  to  25%  and  then  did  likewise  in  beer, 
turning  lackluster  Miller  into  fastest-growing  brew- 
er, by  dividing — GM-fashion  —  each  market  into  parts. 


AHEAD  OF  THE  TIMES 

years  have  been  that  indeed— the  man  who  senses  change  and  knows  h 
take  advantage  of  it  has  the  edge  over  less  alert  competitors.  Si 
people  not  only  anticipate  change,  they  help  make  it  happen. 


Revlon's  Charles  Revson  E3  s< 
glamour,  not  cosmetics,  and  was  ru 
less  with  executives  who  coult 
meet  his  standards.  "Oh  Lord, 
once  cried,  "give  me  a  bastard  w 
talent."  By  all  accounts  he  was  I 
answer  to  his  own  prayerJMakiM 
unity  out  of  diversity  without  destrM 
ing  the  diversity,  merchant  Fred 
Lazarus  Jr.  ED  merged  local  depa 
ment  stores  into  Federated  Depa 
ment  Stores  without  merging  tht 
individuality.  Chief  executive  until  I 
he  finally  turned  the  title  over  to  I 
well-trained  son,  Ralph. /As  preside 
of  Prudential   Insurance  Co. 
America,    Carrol    M.  Shanks 
brought  innovation  and  excitement 
a   sleepy,   conservative  industt 
pushed  Prudential  past  Metropolis 
Life.  But  his  accomplishments  we 
marred  when  he  was  forced  to  resi, 
after  revelations  about  a  person 
land  deal  with  Pru  clients. /Scots-bo 
William  Blackie  B3  grasped  the  ov 
seas  potential  for  Caterpillar  Tract 
in  the  aftermath  of  World  War  II,  mat 
the  company  as  multinational 
earthmoving  as  General  Motors 
cars    or    International  Businet 
Machines  in  data  processing. /One  ■ 
modern  America's  greatest  succet 
stories  belongs  to  Russian  immigra 
David  Sarnoff  S3  who  first  achieve 
fame  as  young  telegraph  operator  1 
receiving  SOS  from  sinking  Titani 
Sarnoff  became  president  of  Radi 
Corp.  of  America  in  1930,  and  whe 
GE  spun  off  RCA  shortly  thereafte 
he  turned  it  into  a  pioneering  fcotn 
entertainment  company,   both  i 
broadcasting  and  manufacturini 
both  in  radio  and  television. 


Emetics  are  as  old  as  history,  but  Charles  Revson  had  an  instinctive  feel 
3  i  his  business  that  put  him  way  ahead  of  his  time.  So  far  ahead  that  he 
ihably  knew  what  women  would  respond  to  before  they  knew  them- 
eires.  Revson  was  unique  in  his  management  style  (and  no  exemplar  as 
kbam  leader),  but  not  in  his  ability  to  anticipate  the  business  future— a 
ftnt  he  shared  with  few  others. 
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Citicorp's  Waiter  B.  Wriston  E3  was  criticized 
by  Ralph  Nader  both  for  luring  the  poor  into 
debt  and  for  being  reluctant  to  lend  to  them. 
Quipped  Wriston:  "Do  I  have  a  third  choice?" 
Iconoclastic,  tough-minded,  acid  Wriston  is  the 
top  banker  of  his  time. /Ralph  T.  Reed  EZ3  be- 
came president  of  American  Express  in  1944 
when  international  trade  and  travel  had  been 
decimated  by  World  War  H.  Foreseeing  an  un- 
paralleled boom  in  both,  he  expanded  fast.  The 
American  Express  he  took  over  had  50  offices; 
when  he  retired  in  1960  it  had  378  offices  and 
had  passed  the  once  far  larger  Thomas  Cook. 
He  introduced  the  American  Express  credit 
card  —  whose  negative  float  could  be  neatly 
balanced  by  the  positive  float  from  travelers' 
checks. /"If  I  see  'upcoming'  in  the  paper  again, 
I'll  be  downcoming  and  someone  will  be  outgo- 
ing." With  memos /outbursts  like  this,  Bernard 
Kilgore  ES  launched  his  editorship  of  The  Wall 
Street  Journal,  then  (1941)  33,000  in  circula- 
tion. First  as  managing  editor,  later  as  Dow 
Jones  Co.  president,  he  turned  The  Journal  into 
a  brightly  written  paper  that  defined  business 
news  as  just  about  anything  that  happened 
anywhere.  Still  bearing  the  stamp  of  his  genius, 
The  Journal  today  has  a  literate,  affluent  circu- 
lation of  1.6  million. /Charles  E.  Merrill  S3  was 
cofounder  of  Safeway  Stores,  later  driving 
force  behind  Merrill  Lynch.  The  largest  super- 
market firm;  the  largest  brokerage  house. 
Quite  a  monument  to  one  man! /Owen 
Cheatham  E£J  once  said:  "Debts  get  paid  off  by 
the  harvest,  but  carefully  maintained  timber- 
land  goes  on  forever."  That  principle  built 
Georgia-Pacific  Corp.  from  a  small  plywood 
wholesaler  into  a  giant  forest  products 
company./When  Donald  Douglas  Sr.  hesitated, 
Boeing's  William  M.  Allen  E3  acted.  His  military 
aircraft  company  gambled  on  the  707,  beating 
Douglas  into  the  jet  age  and  wresting  from  it 
leadership  in  commercial  aviation. 


LONERS 


Some  men  fit  no  category,  no  matter  how  brc 
They  are  loners.  Not  for  them  team  play.  Not 
them  strong  organizations.  They  have  only  s 
ordinates,  never  colleagues.  Such  is  their  determination,  yes,  even  tl 
fanaticism,  that  they  achieve  distinction  as  personalities  even  as  they  succ 
as  businessmen.  Henry  Ford  has  already  become  an  American  folk  h 
Howard  Hughes  may  yet  become  one. 


Howard  Hughes  E3  and  Henry  Ford  E3  n 
seem  an  odd  pairing,  but  long  before  todt 
younger  generation  began  using  the  term,  et 
of  these  two  rugged  individualists  was 
there  "doing  his  own  thing."  Hughes  outrat 
and  titillated  the  conventional,  but  he  also  b 
Hughes  Tool  and  Hughes  Aircraft  into  gr 
technological  outfits,  which  trained  men  1) 
Henry  Singleton  and  Simon  Ramo.  Ford  a 
raged  people  with  bigotry  rather  than  with  j 
friends,  but  he  pioneered  mass  production  a 
the  $5  wage.  Both  men,  by  refusing  to  adi 
they  were  mortal,  tried  to  hang  on  to  the  ei 
and  in  so  doing  nearly  destroyed  what  they  h 
built.  Extreme  both  in  weakness  and  strengt 


With  style. 


Business  is  good.  You've  got  the  momentum  going, 
jw's  the  time  to  pull  out  all  the  stops  and  come  out  swinging. 
;w  business  investments  let  you  pour  it  on  with  as  much 
\y\e  as  the  hard-charging  Beechcraft  Duke. 

Move  out  on  your  own  schedules.  Nose  out  competition 
r  getting  where  you  need  to  be 
cien  the  time  is  right  to  close 
e  sale,  open  a  new  territory, 
rvice  an  account  or  handle  an 
nergency  before  it  becomes 
crisis.  A  company  Beechcraft  is 
day's  answer  to  the  curtailed 
hedules  and  rising  costs  of 
jblic  transportation. 

Did  you  know  that  there 
jre  more  than  12,000  airports 
ecessible  only  by  private  and 
asiness  aircraft? 

These  are  potential  business 
istinations  you  may  not  be  able 
'  reach  today  except  by  time- 
asting  surface  transportation. 


How  many  new  sales  and  new  opportunities,  how  much 
new  growth  could  these  destinations  represent  in  your  business? 

The  Beechcraft  Duke  takes  you  to  these  destinations  in 
pressurized,  air-conditioned  comfort  over  mountains  and  most 
weather  at  speeds  up  to  286  mph.  At  normal  cruising  speed, 

you  can  travel  coast-to-coast 
with  just  one  stop  to  refuel. 

It  seats  six  people  in  a 
superbly  furnished  cabin  that 
can  be  custom-styled  to  reflect 
your  personal  good  taste. 

The  Beechcraft  Duke  is  a 
sophisticated  but  uncomplicated 
airplane.  It's  so  easy  to  fly  that 
over  70%  of  those  in  service  are 
owner-flown  by  business  and 
professional  men. 

If  pouring  it  on  is  your 
style,  make  your  move  now  to 
get  the  information  you  need  to 
give  the  Beechcraft  Duke  a 
realistic  evaluation. 


The  case  contains  facts  on  airplane 
raership  and  operation,  product 
formation,  and  a  corporation  Capital 
;covery  Guide  (discover  your  low 
t  capital  cost  of  owning  a 
j  iechcraft). 

s  Write  on  your  company 
f  lerhead:  Beech  Aircraft  Corp. 
:  Bpt.  K,  Wichita,  Ks.  67201. 
;  ennon  if  you're  a  pilot. 
I  Or  call  collect.  Ask  for  Art  Cross. 
16)681-7080. 


case  for  business  flying. 

Member  of  General  Aviation  1  ^It^C^^^* 

Manufacturers  Association.  © 


Learn  to  fly  and  you  could 
win  a  $50,(KH)  airplane. 

Get  all  the  details  now 
about  the  General  Aviation 
Manufacturers  Association 
TAKEOFF  Sweepstakes.  Call 
toll  free  800-447-4700.  (&j 
Illinois,  call  800  322  4400)  and 
ask  for  BEECH  TAKEOFF 
information. 


memo  from 
marsh  &  Mclennan 


Product  Liability 
at  the  crossroads* 

It's  time  for 
cool  heads,  not 
heated  arguments, 

As  everyone  who  reads  the 
newspapers  knows,  the  insur- 
ance market  for  product  liability 
coverage  is  in  bad  shape.  In 
many  cases,  a  business  cannot 
obtain  enough  coverage;  for 
some  classes  of  risks,  coverage 
is  almost  totally  unavailable. 
And  in  a  classic  example  of 
supply-and-demand  economics, 
premiums  are  soaring.  Sadly, 
this  is  as  much  a  reflection 


■sssss? 
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Develop  New 
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of  the  capacity  shortage  as  of 
any  technically  sound  assess- 
ment of  loss  potential. 
The  problem  is  widespread, 
affecting  industry,  the  legal  pro- 
fession, insurers,  legislators  — 
and  ultimately,  the  public.  All 
have  different,  often  conflicting, 
viewpoints  which  have  been 
stated  repeatedly,  frequently 
with  great  passion  and  dire 
predictions. 

However,  we  feel  that  the  time 
has  come  for  more  than  talk. 

Too  much  heat, 
not  enough  light. 

Our  feeling  is  that  a  central 
forum  is  needed  where  opinions 
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~Elin«nate 
from  Civil  Cases 


an  be  heard,  ideas  collected 
nd  opposing  viewpoints 
econciled. 

ecause  we  judge  the  need  so 
rgent,  we  have  formed  the 
larsh  &  McLennan  Product 
iability  Council.  This  group  is 
Dmposed  of  senior  Marsh  & 
IcLennan  professionals 
sleeted  on  the  basis  of  broad 
lsurance  experience,  extensive 
ient  contact  and  a  reputation 
>r  open-mindedness. 
here  will  be  no  easy  solutions, 
roduct  liability  is  largely  a 
Dcial  issue.  Its  roots  are  in  our 
)rt  system  of  justice  — which 
1  this  case  is  intolerably  slow, 
ipricious  and  cost-inefficient. 
3rt  reform  is  essential  but  it  is 
long  way  off,  dependent  as  it 
,  on  legislative  action  and 
ublic  acceptance. 

Meanwhile,  what 
an  be  done? 

H  great  deal. 

IJMeans  can  be  sought  to  attract 
lew  capital  into  the  insur- 
rice  underwriting  markets 
Ihich  would  do  much  to  ease 
ihe  upward  pressure  on  pre- 
mium rates.  (One  unexpected 
[puree  might  be  the  extra 
Ippacity  made  available  by 
Uore  careful  scrutiny  of  tax 
ilwsand  regulatory  provisions 
|  liat  seemingly  encourage 
Ijurchase  of  insurance  solely 
llr  accounting  and  adminis- 
trative considerations.) 
rpreater  stress  should  be 
■laced  on  loss  prevention, 
■  jading  to  fewer  claims,  with 
■pod  effect  on  future  rates, 
jijpecifically:  tighter  controls 
ik  yer  all  aspects  of  product 
Eijisign,  manufacturing,  mar- 
lleting  and  distribution  to 


insure  compliance  with  war- 
ranties, given  or  implied. 
•  Much  remains  to  be  done  in 
the  effort  to  improve  the  es- 


Premiums 

V  „ 

sential  structure  of  liability 
insurance  programs.  Policy 
language,  methods  of  rating 
and  exposure  data  informa- 
tion —  each  of  these  areas  often 
fail  to  respond  satisfactorily 
to  the  needs  of  both  insurer 
and  insured. 

All  the  while,  of  course,  the 
Council  will  bear  in  mind  that 
long-term  legislative  and  public 
education  goals  are  absolutely 
essential  if  the  current  crisis 
is  to  be  resolved  and  repetition 
avoided. 

What's  an  insurance  broker 
doing  in  all  this? 

Marsh  &  McLennan  didn't  get 
to  be  the  world's  leading  in- 
surance broker  by  sitting  quietly 
on  the  sidelines. 


We  have  always  felt  a  deep- 
seated  responsibility  to  tackle 
tough  issues  that  lie  within 
our  areas  of  insurance  and  risk 
management  skills. 
This  is  just  such  a  case.  We  feel 
our  special  talent  and  depth 
of  professional  experience 
places  us  in  a  unique  position 
where  we  can  become  part  of 
the  solution. 


If  you'd  like  to  know  more— 
or  have  suggestions  to  offer- 
write  to  the  Product  Liability 
Council  Dept.  200-FB,  Marsh 
&  McLennan.  Incorporated. 
1221  Avenue  of  the  Americas, 
New  York.  N.Y.  10020.  We'll  send 
you  reprints  of  several  articles 
on  the  subject. 


Members  of  the  Product  Liability  Council, 
San  Francisco.  February.  1977. 


Viarsh  &  

irtqennan 


Springfield  speaks  out  on  reader  involvement 


We  went  to  Spnngf leld, 
Massachusetts  to  talk  to  some  of  the 
43.8  million  Amencan  adults  who  read 
TV  Guide  each  week.  They're  inter- 
ested people  who  respond  to  good 
ideas  and  good  products.  People  your 
advertising  can't  afford  to  miss. 

Listen  to  what  they  have  to  say. 
It  holds  true  far  beyond  Springfield. 


Dons  Ransford  can  give  you  an  idea  of  why  people  buy 
over  1  billion  copies  of  TV  Guide  a  year.  "If  I  only  wanted 
the  program  listings,  I  could  read  the  newspaper,"  says 
Dons.  "But  I'm  interested  in  the  stones  behind  the  programs'.' 

"I  know  when  I 
run  out  of  TV  Guide, 
I'm  in  trouble"  says 
Gary  Muzyka,  manager  of 
the  Big  Y  Supermarket. 
"A  lot  of  people  get  very 
mad.  It's  like  running  out 
of  a  special  and  it's  not 
even  on  special" 

No  other  magazine  reaches  so  many 
people  so  fast.  TV  Guide  sells  over 
12  million  copies  weekly  at  retail, 
plus  almost  8  million  through  the  mail, 
building  an  audience  that  gets  you 
sales  action  —fast. 


Gilbert  Vickers,  choral  director 
of  the  Springfield  Symphony,  told  us, 
"I  know  when  we  don't  have 
TV  Guide  at  home,  we  miss  it.  So 

we  subscribe!' 

Practically  all  of  our  subscnbers 
pay  full  rate.  That  helps  us  offer  our 
advertisers  the  lowest  four-color  CPM 
of  any  major  magazine  — $3. 14. 


President  of  Springfield's  Chamber  of  Commerce, 
insurance  man  Rockwell  Keeney,  Jr.  says,  "As  far  as  people 
advertising  in  it,  I  think  TV  Guide  is  an  indispensable 

magazine  for  the  great  majority  of  people" 

A  single  issue  of 
TV  Guide  reaches  about 
30%  of  all  the  adults  in 
Amenca.  Six  issues  extend 
that  reach  to  nearly  50%. 
And  three-quarters  of 
TV  Guide's  readers  are  in 
the  pnme  under-50  buying 
market. 

Lee  Williams  is  director  of  the 
Basketball  Hall  of  Fame  in  Springfield. 
""  find  stones  about  athletes  in  the  fea- 
\    ture  section"  he  says.  "And,  gee, 
|t  TV  Guide  does  that  more  than  just 
%^     casually.  You  can't  beat  Mel 

Durslag.  He's  one  of  the  best 
HBk,  sportswriters  in  the  country." 

More  than  19  million  men 
read  TV  Guide  each  week, 
and  over  24  million  women. 
You  can't  beat  TV  Guide 
for  efficient  dual-market 
selling. 


America  reads 
TV  Guide. 


TRIANGLE  PUBLICATIONS  INC 


Sell  to  America  in  TV  Guide.  First  in  circulation.  First  in  total  readers.  First  in  advertising  revenue. 


fPStevens  fabrics: 
to  put  on,  pull  on, 

Lie  on,  diy  on,  sit  on, 

mSk  on,  play  on, 

&t  on,  float  on, 

throw  on,  sew  on, 

indsoon. 


iependable.  Creative.  Innovative. 
iR  Stevens  covers  the  world's 
■  brie  needs  in  women's,  men's 
hd  children's  apparel,  home  fur- 
jishings  and  industrial  products, 
roviding  fabric  leadership  in 
jshion,  quality  and  imagination 
I.  everywhere  you  look. 

IFStevens 


John  Shine,  Rob  Morrow, 
Wells  Fargo  man.  Wells  Fargo  mai 


Tuolomne  County,  California, 
1876.  The  Sonora  and  Milton 
stage  is  held  up  by  three  men. 
Sensing  their  nervousness,  Wells 
Fargo  man  John  Shine  lays  whip 
to  the  horses  when  one  of  the  men 
accidentally  discharges  his  gun. 
Dashing  away,  the  stage  is  fired 
upon  in  flight,  but  Shine  drives  the 
team  on  to  Columbia  with  pas- 
sengers unharmed  and  treasure 
intact.  Shine  is  rewarded  by  Wells  Fargo  with  a  gold 
watch.  In  later  years,  Shine  becomes  City  Treasurer  of 
Sonora,  a  California  State  Senator,  and  U.S.  Marshall  for 
Northern  California  and  Nevada. 


w: 


hen  a  rapidly-growing 
nationwide  merchandiser 
experienced  unusual  growing  pi 
-excess  cash  at  peak  periods - 
Wells  Fargo  Assistant  Vice  Pres 
dent  Rob  Morrow  was  close  enoi 
to  the  firm  to  react  to  its  needs. 
Morrow  proposed  an  Overnight 
Investment  Program:  Wells  Fargc 
would  regularly  calculate  the 
operating  balances  required  by  the  company  and  woulo 
invest  anything  beyond  that  in  short-term  securities  at  I 
best  available  rate.  Thanks  to  this  program,  the  compan 
without  having  to  shop  in  the  money-market  each  dayj 
keeps  its  funds  working  at  capacity,  yet  is  free  to  apply 
them  to  other  purposes. 

Personal  effort:  it's  helped  make  Wells  Fargo  a 
$13  billion  bank. 


Proven.  Wells  Faigo  Ba 


San  Francisco  •  Los  Angeles 


:i ires  that  move  and  talk... boxes  that  speak... spinning  discs  that  sing. 
1  >s  than  a  generation,  technology,  the  great  leveler,  transformed  the  world's 
fojtainment  patterns.  Ordinary  people  no  longer  had  to  depend  on  them- 
es or  on  one  another  for  amusement.  They  had  become  the  equal  of  kings, 
t  technology  enabling  them  to  get  access — for  a  quarter,  the  turn  of  a  dial — 
billiant  talents.  A  pleasant,  if  somewhat  nasal,  bandleader  from  the  Uni- 
Ity  of  Maine  named  Rudy  Vallee  (below)  crooned  a  song  that  was  both 
;  heme  and  that  of  the  new  entertainment  era:  uMy  time  is  your  time. . . '.' 

TERTAINMENT- 

Iff  GREAT 
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ENTERTAINMENT 

49  million  people  flocked  every  week  to  the-  nickelodeons  and  movie  hcl 
to  dream  for  a  time  with  their  eyes  wide  open  in  the  dark.  But  the  mc 
were  just  a  begirrning.  The  ultimate  entertainment  medium  was  electr 
—radio  first  and  then  television.  A  young  radio  operator  named  David  Sai 
had  glimpsed  the  potential  when  he  suggested  that  ship-to-shore  ra 
could  be  adapted  to  bring  music  and  lectures  into  the  home;  but  the  ide| 
more  varied  prograrnming  at  first  eluded  him. 
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George  Eastman  and  Thomas  Edison  fl  made  mo 
possible  —  Eastman  by  developing  a  flexible  cellv 
film  and  Edison  by  finding  a  way  to  feed  it  throut 
camera.  Edison  had  already  transformed  home  et 
tainment  with  the  phonographWM*  replacing  family  & 
fests  with  records  of  Caruso  and  Paul  Whiteman.  An 
Pittsburgh,  Westinghouse  launched  KDKA,  the  U.S.\ 
broadcast  station,  in  the  hope  of  promoting  its  set  sc 
KDKA  experimented  unsuccessfully  with  balloon-bt 
antennae  O*  kicked  off  operations  by  reporting 
Harding-Cox  presidential  election  returns  in  1920 
offering  farm  reports  Q. 


d  Sarnoff  wound  up  as  general  manager  of  Radio  Corp.  of 
rica;  formed  by  General  Electric  Co.  and  Westinghouse  % 
919.  As  broadcast  radio  came  into  vogue,  RCA' 
went  from  $1  million  in  1921  to  $11  million 
922  to  $51  million  in  1924  to  $87  mil-  ^ 
in  1928.  Sarnoff  put  RCA  into  the  rec- 
business  under  Victor's  "His  Master's 
le"  trademark  (right)  and  helped  set  most 
he  patterns  of  American  broadcasting.  By  1927  he  was  predicting  the  age 
Revision  was  five  years  away.  He  was  off  by  15  years. 


Ever  since  Achilles  saw  dis- 
tant events  magically  re- 
flected in  his  polished 
shield,  men  had  dreamed 
of  transmitting  images 
through  the  air.  German  re- 
searchers such  as  August 
Karolus  Q  came  up  with  an 
ingenious  "Mirror  Disc9*  for 
radio  reception  of  pictures 
in  the  Twenties.  But  the 
Americans  were  to  get  a 
commercial  edge  with  what 
they  called  television.  They 
had  transmitted  pictures 
electronically  as  early  as 
1923.  Prophetic  of  televi- 
sion's future  in  entertain- 
ment, the  most  popular  TV 
image  scientists  fussed  with 
in  the  laboratory  was  a  car- 
toon character  named  Felix 
the  Cat  O- 
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Nobody  could  have  f 
seen  the  enormous  powe 
the  silver  screen  to  cr< 
stars,  draw  audiences  and  build  a  major  industry.  By  the  mid-Twen 
close  to  100  million  people  filled  the  U.S1  20,000  movie  houses  every  w< 
attendance  was  growing  at  the  rate  of  15%  and  20%  annually,  and  by  1 
grosses,  both  domestic  and  foreign,  were  mrrning  close  to  $1  billion  a  ) 
That  made  the  movies  Big  Business  by  anybody's  standards.  The  indu 
employed  over  350,000  people,  ground  out  750  feature  pictures  a  year, 
represented  a  capital  investment  of  $1.5  billion. 
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Is  were  emerging  in  professional  sports  and  literature  as  well,  but  it  was 
it  movies  that  made  the  biggest  impact.  In  American  hands,  the  movies 
jcune  the  U.S.'  first  truly  multinational  enterprise.  European  filmmakers 
ii  aimed  their  product  at  the  few,  not  the  many,  and  this  gave  American 
r/iemakers  an  edge  they  would  retain  thereafter.  With  their  emphasis  on 
11  prices,  high  production  and  mass  audiences,  American  moviemakers 
>ild  amortize  their  costs  in  the  U.S.,  then  rent  their  films  overseas  at 
pes  nobody  else  could  match.  By  the  late  Forties,  foreign  business  provided 
Be  to  half  of  the  industry's  revenues  and  continued  to  support  the  com- 
lies  long  after  U.S.  audiences  had  deserted  the  movies  for  television. 


j  producers  made  movies,  but  it  was 
t  public  that  made  the  stars,  and  no- 
>  y  could  predict  where  stardom 
Id  strike.  Tom  Mix  with  his  horse, 
f  Blue,  O  quit  his  job  as  a  Texas 
:jer,  moseyed  on  over  to  Hollywood 
ii  found  a  place  for  himself  in  movie 
m>ry.  Broadway  sent  matinee  idol 
11  Skinner  and  bit  player  Lillian  Gish 
yfollywood.  The  movie  version  of 
Winer's  Broadway  smash  Kismet 
nned  at  New  York's  swank  Strand 
tat  re  Q,  but  Skinner  didn't  last  in 
nmovies.  Little  Lillian  made  a  career 
\playing  waifs  in  movies  like  Broken 
Bsoms  Q  and  became  one  of  Holly- 
lid's  brightest  and  most  enduring 
i  's.  Professional  sports  were  throw- 
I  up  star  performers  as  well  —  Bill 
Yen,  Jack  Dempsey,  Bobby  Jones. 
t|;t  professionals  were  still  paid  only 
Ittance,  but  in  1925  a  three-time. 
1  American  named  Red  Grange  Q3 
filter)  began  playing  professional 
tball  for  the  Chicago  Bears  at 
\i  ,000  a  game.  A  millionaire  within 
le  years,  Grange  was  broke  within 
f.  Even  the  literary  world  had  its 
er stars.  With  his  best-selling  Elmer 
intry  behind  him  —  over  200,000 
vies  sold  within  ten  weeks  of  publica- 
i  at  $2.50  a  copy  —  Sinclair  Lewis  in 
8  married  his  second  wife,  Dorothy 
itnpson  EZI*   later  to   become  a 
dicated  columnist  and  radio's  first 
man  political  commentator. 


w 
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EN  I  Ell  IHINIflEN  I  ^wSte  'V  - 

were  an  art  or  a  business,  but  the  theater  owners  in  New  York  never  1 
any  doubts.  In  1918  Cecil  B.  DeMille  made  his  second  version  of  The-Squ 
Man  for  $40,000  and  took  in  $350,000  at  the  box  office— about  as  profital 
relatively  speaking,  as  Jaws,  which  cost  $8  million.  Such  potential  wa^ 
lost  on  Wall  Street,  which  snapped  up  close  to  $200  million  in  mo 
securities  between  1925  and  1927. 


Once  they  were  earning  $10,01 
week,  Douglas  Fairbanks,  M 
Pickford  and  Charlie  Chaplin 
set  up  their  own  distribut 
company,  United  Artists,  us 
their  strength  as  artists  to 
themselves  in  on  the  product 
profit.  The  lure  of  such  a  G 
conda  widened.  Furrier  Mart 
Loew  started  out  with  a  chain 
theaters,  moved  into  product: 
to  assure  a  supply  of  movies 
(from  left:  Director  Fred  Nib 
L.B.  Mayer,  Loew).  Hughes  71 
heir  Howard  Hughes  turned 
interest  in  flying  into  the  mo 
Hell's  Angels,  which  introdut 
Jean  Harlow  03;  his  movie  cart 
lasted  two  decades.  Even  Bosi 
banker  Joseph  P.  Kennedy  wt 
Hollywood  for  a  time.  He  help 
to  organize  RKO  Radio  Pictun 
hobnobbed   with   moguls  H 
Paramount's  Jesse  Lasky  E3  a 
eventually   bankrolled  Glot 
Swanson's  film  career. 
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i  confusion  between  business  and  art  afflicted  the  broadcasting  business— 
i  [east  not  once  William  Paley  took  over  the  CBS  network  in  1928.  Paley  got 
Jo  broadcasting  as  a  direct  result  of  discovering  how  effective  radio  could 
t in  selling  his  family's  cigars.  Paley  used  radio  to  sell  everything  under  the 
i.  With  the  financial  resources  advertising  could  provide,  radio  moved 
o  its  Golden  Age,  building  a  mass  audience  during  the  Depression  with 
t  pick  of  the  most  talented  entertainers  around.  By  the  end  of  the  Thirties, 
rlio  advertising  billings  had  reached  $129  million.  Advertising  agencies 
urished,  and,  the  Depression  notwithstanding,  RCA  and  CBS  boomed. 


\17 


the  Thirties  you  knew 
at  time  it  was  by  what 
dio  show  you  were 
tening  to.  Amos  'N 
dy  EQ  was  7  o'clock, 
e  nights  a  week,  for 
mpbell  Soup.  George 
rns  and  Grade  Allen 
was  Monday  at  8,  for 
jgett  &  Myers.  And 
ck  Benny  ff)*  Sunday 
7.  In  no  time,  Benny 
•ned  General  Foods9 
11  O  ("Jay-Eee-Ell- 
■Ohhhh!")  into  a 
usehold  name.  But 
dio's  greatest  power 
is  revealed  that  night 
October  1938  when 
son  Welles  and  his 
trcury  Players  03 
inned  the  country 
th  a  broadcast  detail- 
f  the  Martian  invasion 
Gr overs  Mill,  N.J. 
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RCA's  David  Samoffol 
liked  to  make  the  case  ti 
the  radio  and  the  pho: 
graph  "should  live  under  the  same  roof"— in  the  same  cabinet,  that  is— J 
happy  association."  But  the  record  companies  knew  better.  As  radio  came  ii 
its  own,  the  number  of  discs  sold  fell  from  107  million  in  1927  to  6  million 
1932.  But  records  and  radio  really  were  made  for  each  other.  In  the  id 
Thirties,  when  Victor  and  Columbia  were  selling  ten-inch  platters  at] 
cents,  a  new  outfit  called  Decca  began  offering  "top  tunes  and  top  artists 
35  cents"— top  tunes  and  artists  generally  presold  by  movies  and  radio— a 
a  great  turnaround  began.  By  1939,  discs  were  booming  again. 


Radio  may  have  killed  the  record 
business  temporarily,  hut  the 
Swing  Era  brought  it  back 
Benny  Goodman's  radio  per- 
formances on  the  "Camel  Cara- 
van" helped  promote  Goodman's 
records  in  jukeboxes  and  at 
record  counters  E3.  Louis 
Armstrong  was  preeminent  as  a 
jazz  artist,  but  no  black  performer 
had  his  own  network  show  in 
those  days.  Armstrong  recorded 
popular  hits  like  '  Red  Sails  in  the 
Sunset"  for  Decca  in  1935,  occa- 
sionally won  small  movie  roles, 
including  a  part  in  Pennies  from 
Heaven  with  Bing  Crosby  E3-  He 
endured  and  ultimately  achieved, 
before  his  death  in  1971,  enor- 
mous popularity. 
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diferenca  entre  o  Chemical  Bank  e  outros  gigantes  internacionais 
nao  esta  no  dinheiro  Esta  em  sua  capacidade  de  agir.  — 
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Overlooking  Sugarloaf  Mountain,  Rio  de  Janeiro,  Brazil 

The  difference  between  Chemical  Bank  and  the  other 
international  giants  isn  t  money.  It's  resourcefulness." 


More  than  money.  In  any  language. 

Mam  Office  20  Pine  Street.  New  York.  N  Y  10015  Bahrain.  Beirut  Birmingham.  Bogota.  Brussels.  Buenos  Aires  Cano.  Caracas, 
Channel  Islands.  Chicago.  Dubai.  Edinburgh.  Frankfurt,  Hong  Kong.  Jakarta,  London.  Madrid.  Manila,  Mexico  City.  Milan,  Monrovia,  Nassau,  Paris. 

Rio  de  Janeiro.  Rome.  San  Francisco,  Sao  Paulo.  Singapore.  Sydney,  Taipei,  Tehran.  Tokyo.  Toronto.  Vienna,  Zurich. 


Chemical 


What  do  you 
see  when  you  look  at 

a  tree?  It  depends  on  your  perspective. 

You  might  see  a  source  of  jobs. 

You  might  see  a  source  of  lumber, 
plywood,  paper,  packaging— "need"  pro- 
ducts as  opposed  to  "want"  products. 

You  might  see  an  ideal  base  for  a 
growth  business,  a  natural  resource 
that,  managed  properly,  renews  itself 
perpetually. 

You  might  see  a  splendid  example  of 
Nature's  artistry. 

When  we  look  at  a  tree,  we  see  all 
these  things,  and  more.  We  see  our  life's 
blood.  Much  of  what  we  do  depends  on 
trees.  So  we  take  care  of  ours. 

We  strive  to  manage  them  in  a  way 
that  reconciles  your  perspectives  and  ours, 
so  they'll  provide  jobs,  products,  profits 
and  splendor  forever. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


THE  PEOPLE  WE  DON'T  INSURI 
MAKE  SAFECO  A  BETTER  DEAL 
FOR  THOSE  WE  DO  INSURE. 


SAFECO  insurance  isn't  right  for 
every  business.  And  not  every  busi- 
ness is  right  for  us. 

However,  if  you 
have  a  business 
with  less  than  1 00 
employees,  you're 
in  luck.  Because 
our  commercial 
policies  are  tailored 
for  mid-size  busi- 
nesses. 

And,  quite  frank- 
ly, we  avoid  high 
liability  and  high 
fire  risks.  Because 
we  think  a  respon- 
sible person  in  Se- 
attle should  not 
have  to  pay  for  the 
carelessness  of  a 
messy  auto  parts 

dealer  in  Topeka.  This  means  all  the 
people  we  insure  get  better  cover- 
age for  less  money.  Dollar  for  dollar. 

Any  way  you  look  at 
it,  that  means  much  bet- 
ter value — the  name  of 
the  game  at  SAFECO. 


And  you'll  find  our  policies  are  com- 
petitively priced,  yet  they  offer  the1 

broadest  cover- 
age in  the  busi- 
ness. And  we're 
just  as  fast  to  act 
on  a  claim — usu- 
ally within  eight) 
hours — as  we  arei 
to  give  you  a  quote. 

And  here's 
something  else 
you  can  count  on. 
Underwriting  con- 
sistency. 

So  if  your  busi- 
ness meets  our 
standards,  you 
can  count  on  a 
long  and  lasting 
relationship. 
Just  see  an  in- 
dependent SAFECO  agent  listed  in 
the  Yellow  Pages.  Because,  when 
you  come  down  to  it,  it's  the  agent's 
business  to  know  your 
_    — — business.  And  our  busi- 
SAFcUU      ness  to  give  you  a  better 

deal  on  insurance. 


H.R.  "High  Risk"  Murphy,  auto  parts  expert  and  good  ol'  boy' 


SAFECO  Insurance  Company  of  America 
Home  Office — Seattle.  Washington 


initrol  Aero's  pneumatic  and  motor  operated  valves  are  integral 
ids  of  the  environmental  and  anti-icing  systems  of  the 
Drld's  most  widely  used  airliner.  Janitrol  is  a  leading  supplier 
components  and  subsystems  to  the  aerospace  industry. 


Three  of  the  four  leading 
heavy-duty  truck  manu- 
facturers have  standard- 
ized on  Power  Controls 
Division's  compressor  for 
truck  airbrake  systems. 
An  even  larger  compres- 
sor is  winning  acceptance 
for  use  on  off-highway 
equipment  and  busses. 


Mechanical  Controls  leadership 
sparks  Midland-Ross  growth  and  profit. 


Jew  and  improved  products 
lelped  Midland-Ross  increase 
nechanical  controls  sales  in  1976 
>y  14%  over  1975.  These  products 
ire  now  being  marketed  in  Europe 
ind  South  America.  This  year 
5ower  Controls  Division  will  open 
he  first  of  several  warehouses 
o  increase  product  availability  and 
jain  deeper  U.S.  automotive 
iftermarket  penetration.  That's 
he  Midland-Ross  idea:  develop  a 


leadership  position  and  build  on  it. 
We're  doing  the  same  thing  in  our 
other  basic  businesses:  electrical 
products,  capital  goods  and  steel 
castings.  Our  overall  growth  in 
these  businesses  has  exceeded 
the  rate  of  spending  in  the  markets 
we  serve. 

Our  plan  is  working  well.  In  1976 
net  income  from  continuing 
operations  increased  for  the  fifth 
consecutive  year,  nearly  tripling 


1972.  In  the  same  period  earnings 
per  share  have  grown  at  a  com- 
pounded annual  rate  of  34%  and 
quarterly  dividends  have  increased 
four  times  in  two  years,  100% 
since  1974.  We've  become  an 
exciting  company  in  product, 
technology  and  return  to  investors. 
If  you'd  like  to  know  more  about  us 
write:  Midland-Ross  Corporation, 
Dept.  LG,  55  Public  Square, 
Cleveland,  Ohio  44113. 


GflOGDOfflEDD 


Allis-Chalmers: 
putting  water  to  work 
around  the  world. 


At  Grand  Coulee  Dam  — and  in  36  foreign  countri*. 
A-C  turbines  put  water  to  work  turning  huge  electric 
generators.  In  other  applications,  our  pumps  move  water.  O 
valves  control  it.  Our  Bascule  gates  impound  and  regulate 
it.  Meeting  basic  world  needs  for  water  and  water  control 
is  another  way  Allis-Chalmers  grows  as  the  world  grows. 


One  of  three  new  A-C  turbines,  the 
largest  in  the  world,  under  assembly 
at  Grand  Coulee.  Each  hydro- 
turbine  is  designed  to  produce  over 
1  million  horsepower,  contributing 
to  a  total  of  more  than  6  million 
KW  turbine  capacity  when 
expansion  is  complete. 


Pumping  up  to  900  million  gallons 
a  day,  this  South  Chicago  water 
treatment  plant  is  one  of  the  world's 
largest.  To  increase  capacity,  new 
pumps,  motors  and  valves  recently 
replaced  two  of  the  original  nine  A-C 
units.  Similar  installations  are  in 
Brazil  and  Algeria. 


On  new  or  modernized  dams  inside 
and  outside  the  United  States,  A-C 
hinged  Bascule  crest  gates  and 
valves  regulate  water  flow,  helping 
to  minimize  flood  damage  and 
maximize  recreational  water  use. 


The  world  needs  more  of  what  Allis-Chalmers  makes. 


Serving  World  Equipment  Needs  For 

•  Processing  Solids  and  Fluids 

•  Agriculture 

•  Electric  Power 

•  Material  Handling 

•  Outdoor  Products 


A 


ALLIS-CHALMER 


ALLIS-CHALMERS  CORPORATION 
MILWAUKEE.  Wl  53201 


kee  Doodle  Dandy 
h  James  Cagney 
dw)  came  out  in  1942, 
of  those  high-budget  musical  spectaculars  that  brought  the  customers 
king  into  movie  theaters  as  the  U.S.  entered  World  War  II.  Expensive 
ares  were  one  way  to  large  profits  and  financial  clout,  but  they  were  not 
ally  the  most  efficient  way  to  employ  capital.  The  cheapies  turned  out 
tudios  like  Columbia  and  Universal  often  earned  far  better  returns  than 
lockbusters  turned  out  by  Metro  or  Twentieth  Century-Fox.  And  the 
pies  quite  often  still  do. 
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NTERTAINMENT 


"More  Stars  than  T1 
Are  in  the  Heavens" 
Metro  -  Goldwyn  -  Ma] 
boast  in  1943,  when  studio  chief  Louis  B.  Mayer  assembled  his  stable 
MGM  stars  to  have  their  picture  taken.  In  those  days  Loews  Inc.,  Met 
parent,  was  the  industry's  biggest  and  most  powerful  company.  It  turned 
40  pictures  a  year  and  generally  netted  a  nice  profit— nearly  10%— on 
revenues  generated.  Though  Loews  had  its  share  of  opulent  picture  pal 
it  owned  fewer  theaters  than  the  other  majors,  relied  on  stars  and  qualiti 
maintain  its  dominance  in  the  industry. 


J 
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Movie  palaces  cost  big  money. 

:WMopened  in  1929  at  a 


The  3,864-seat 

Loew's  Paradise  in  the  BronxY 

cost  of  some  $1.5  million,  including  $34,500 for  the 
organ.  But  Hollywood's  star  system  W  (MGM's 
galaxy  in  1943)  justified  the  investment. 

First  row:  James  Stewart.  Margaret  Sullavan,  Lucille  Ball,  Hedy  Lamarr. 
Katherine  Hepburn,  Louis  B.  Mayer,  Greer  Garson,  Irene  Dunne,  Susan  Peters, 
Ginny  Simms.  Lionel  Barrymore. 

Second  row:  Harry  James,  Brian  Donleuy.  Red  Skelton,  Mickey  Rooney, 
William  Powell.  Wallace  Beery.  Spencer  Tracy,  Walter  Pidgeon.  Robert  Taylor, 
Jean  Pierre  Aumont,  Lewis  Stone,  Gene  Kelly,  Jackie  Jenkins. 
Third  row:  Tommy  Dorsey,  George  Murphy,  Jean  Rogers,  James  Craig,  Donna 
Reed,  Van  Johnson.  Fay  Bainter.  Marsha  Hunt.  Ruth  Hussey,  Marjorie  Main, 
Robert  Benchley. 

Fourth  row:  Dame  May  Whitty.  Reginald  Owen,  Keenan  Wynn.  Diana  Lewis, 
Marilyn  Maxwell.  Esther  Williams.  Ann  Richards.  Martha  Linden,  Lee  Bowman, 
Richard  Carlson.  Mary  Astor. 

Fifth  row:  Blanche  Ring,  Sara  Hayden,  Fay  Holden,  Bert  Lahr,  Frances  Gifford, 
June  Allyson,  Richard  Whorj,  Frances  Rafjerty,  Spring  Byington,  Connie  Gil- 
christ, Gladys  Cooper. 

Sixth  row:  Ben  Blue,  Chill  Wills,  Keye  Luke,  Barry  Nelson,  Desi  Arnaz,  Henry 
O'Neil,  Bob  Crosby,  Rags  Ragland. 
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Immediately  after  "Wi 
War  II,  RCA  and  ( 
poured  every  cent  of  r 
profits  they  could  spare  into  developing  television,  and  in  1948  comma 
television  burst  on  the  American  public  with  the  same  electric  impact 
movies  had  had  a  half  century  earlier.  The  number  of  television  stations  v 
from  seven  in  1947  to  517  in  1954,  the  number  of  sets  in  use  in  the  S2 
period  from  14,000  to  32  million. 


2 


at 


In  the  Fifties  and  Sixties  people  tvc 
watch  almost  anything  on  TV, 
they   did.   On    the    "Texaco  & 
Theatre/9  Milton  Berle  Q  dispe 
the  same  jokes  at  $6,500  a  week 
had  used  in  his  vaudeville  days, 
Betty  Furness  —  a  B  player  in 
movies  —  won  nationwide  celebri 
a  huckster  for  Westinghouse  L 
first  emptied  the  baseball  stadiu 
then  built  the  biggest  sports  intet 
in  history  Q  (picture  shows  Mic 
Mantle).  In  1969  Gloria  Swans 
stood  in  the  ruins  of  the  Roxy  in  M 
hattan  Q,  the  greatest  movie  pal 
of  them  all.  Beginning  with  3-D 
which  audiences  viewed  through  r 
and  green-tinted  lenses,  Hollywc 
tried  gimmick  after  gimmick  to  i 
back  its  audience.  Television  a 
lured  advertising  away  from  the  gr 
mass-circulation  magazines,  in  ti 
killing  Colliers,  the  Saturday  Even 
Post,  Look  and  finally  Life  |~ 
contrast,  magazines  aimed  at  spec 
audiences  have  flourished. 
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'  le  early  Seventies  television  could  count  on  attracting  ji 
l  ie-time  audience  of  at  least  36  million  a  day,  no 
a:er  what  it  was  showing;  the  movies  a  mere  35 
iiion  a  week.  In  25  years,  4,000  theaters  had  closed 
re/er.  RKO  went  out  of  business  entirely,  Para- 
cunt,  Warner  Bros.,  United  Artists  and  Universal 
bi  taken  over  by  conglomerates.  Others  sur- 
vd  by  diversifying  into  other  businesses. 


In  the  late  Fifties 


ENTERTAINMENT 

entertainment  itself.  Between  1945  and  1960  the  number  of  Americans  ui 
the  age  of  18  rose  from  30%  of  the  population  to  over  35%.  Their  u 
scared  the  older  generation  half  to  death,  but  they  opened  up  dazzling  i 
vistas  for  entertainment— particularly  for  the  music  business. 


With  guitar  twanging  and  pelvis  pumping, 
a  backwoods  Mississippian  named  Elvis 
Presley  Q  sounded  the  tocsin  of  the 
youth  revolution,  and  a  new  mass  market 
was  born.  RCA  put  Presley  under  con- 
tract in  1955,  and  within  a  year  he  had 
sold  10  million  records.  Rock  had  begun 
to  roll.  But  even  Presley's  impact  was  as 
nothing  beside  the  cumulative  cultural 
shock  of  the  Beatles.  Even  their  earliest 
U.S.  records  sold  in  astonishing  numbers. 
Later,  they  inspired  a  brilliant  cartoon 
fantasy,  Yellow  Submarine  whose 
psychedelic  shapes  and  colors  embodied 
a  style  that  artists  like  Peter  Max  were 
also  using  in  the  design  of  merchandise 
for  business 


10 
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s  he  youth  revolution  advanced;  the  movies  and  television  grew  increas- 
■if  y  conventional.  The  movies  hewed  to  the  successful  formulas  of  the  past 
-nth  production  costs  mnning  to  the  millions  and  tens  of  millions,  how 
jild  they  not?— remaking  and  redigesting  old  successes,  extending  new 
losses  (Jaws,  Godfather,  Exorcist)  into  sequels.  Television  in  its  insatiable 
fid  for  material  turned  to  the  same  tired  formulas  of  plot  and  character 
u:  had  carried  it  from  the  start. 


rnton  Wilder  turned  an 
German  comedy  into  a 
nadway  hit,  The  Match- 
later,  which  went  to  Hoi- 
\aood  to  become  a  sue- 
wsful  movie.  The  Match- 
Biker,   which    was  then 
fmsformed  into  an  even 
ufe  successful  musical, 
<ilo,  Dolly!,  with  Carol 
hinning  FT3.  But  there  are 
D  its  to  the  recycling  game, 
i  a  movie  musical,  even 
h    Barbra  Streisand, 
lly  was  a  bomb.  Alex 
n'ey's  Roots  is  the  latest 
\imple  of  the  recycling 
\inomenon.    TV  trans- 
imed    his  best-selling 
\yk  into  an  eight-part 
terserial  that  attracted 
i  je    audiences,  which 
>sted  book  sales.  Haley, 
jo  had  spent  12  years 
wing  his  book,  became  an 
tant  celebrity  E3«  The  re- 
nting phenomenon  isn't 
wely  a  money  game.  Mar- 
ill  McLuhan,  the  thinker 
put  media  and  messages, 
glared  that  the  content  of 
xew  medium  is  the  old 
ilium.  It's  not  as  cryptic 
it  sounds.  Even  today,  for 
i mpie,  filmmakers  rarely 
fe  techniques  unique  to 
n  —  montage,  split  screen 
to  tell  their  stories.  Far 
re  often  they  still  reach 
ck    to    the  legitimate 
taterfor  technique  and  to 
vets  and  journalism  for 
ry  material. 


ENTERTAINMENT 


By  the  Seventies 
entertainment  businl 
often  had  less  to  do 
entertainment  than  it  did  with  the  ability -of  technology  to  innovate-l 
come  up  with  new  ways  to  enhance  or  extend  the  reach  of  existing  mec 
Tapes  succeeded  records,  sound  went  stereophonic  and  even  quadraphoi 
The  movies,  having  dabbled  with  three-dimensional  effects,  were  i 
"Sensaround,"  possibly  headed  for  the  Feelies  Aldous  Huxley  envisioned 
Brave  New  World.  The  possibilities  seemed  limited  only  by  the  consumt| 
capacity  to  spend  and  his  leisure  to  enjoy. 


With  the  development  of  Betamax,  videodiscs  and  similar  TV  recording  devices, 
entertainment  business  enters  a  wholly  new  and  potentially  revolutionary  era.  9\ 
Corp.'s  Betamax,  for  example,  brings  both  tapes  and  recording  equipment  incrtl 
ingly  within  economic  reach  of  middle-class  consumers,  making  possible  "entertt\ 
ment  centers"  at  homeUJ.  But  it  also  brings  new  legal  and  even  moral  questions, 
home  recording  of  Gone  With  The  Wind  or  a  Mary  Martin  special  not  only  raises 
with  copyright  law  and  the  cash  royalties  that  derives  from  it,  but  it  also  threaten 
undermine  the  advertising  base  on  which  commercial  television  rests. 
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Jrdinary 
anking- 

gmented 
ncoordinated 
ess  efficient 
ime-consuming 

(rdinary  banking.  It  s  spending 
bo  much  time  talking  with 
jspresentatives  of  too  many 
ianks  and  assorted  financial 
lervice  companies. 
So  it  can  mean  uncoordinated 
ragmented,  even  less  efficient 
se  of  services. 


It's  one  phone  call  to  one 
InCorp  Banker  who's  skilled 
in  providing  the  many  services  of  a 
$2  billion,  multi-national  corporation. 

Services  like  commercial  lending,  leasing, 
international  banking,  appraisals,  factoring,  and 
funds  management. ..coordinated  to  best 
serve  your  needs.  \HfAf 

For  more  information,  cail 
George  P.  Clayson  III,  Senior  Vice-  5? 
President,  at  (401 )  278-5840.  ^ 

One  InCorp  Banker  delivers  on  ^JV 
all  your  company's  financial  needs. 


INCORP 

INDUSTRIAL  NATIONAL  CORP 
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A  financial  service 


.trial  National  Bank,  Prov.,  R.I.  ■  Inleasing  Corp.,  Prov  ,  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc.,  Inc.,  Mil.,  Wis.  •  Kensington  Mortgage  and  Finance 
,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Lawn,  N.J. 
I  Appraisal  Co  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp.,  Prov.,  R.I  •  Industrial  Nat.  Mortgage  Co..  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc..  Boston,  Mass. 


fAt  Heinz  U.S.A., 
we  increased 
order  entry 
productivity 
by  15%  and  saved 
$200,000 with 
distributed 
processing." 


Heinz  U.S.A.  President  Richard  B.  P<\ 


In  othe 


"The  IBM  3790  distributed  processing 
ystem  has  enabled  us  to  integrate  our 
perations  throughout  the  country,"  says 
ichard  B.  Patton,  president  of  Heinz 
.S.A.,  a  division  of  the  H.J.  Heinz 
ompany.The  system  links  eight  customer 
rvice  centers  and  five  factories  with  an 
!M  System/370  Model  125  at  the  food 
rocessor's  Pittsburgh  headquarters. 

"While  we  wanted  to  retain  centralized 
lanagement  of  data  processing,  we  were 
ware  of  a  growing  need  for  more  comput- 
ng  capability  in  the  field,"  says  Mr.  Patton. 
3y  giving  our  production  and  distribution 
ocations  control  over  order  entry  and  ship- 
nents,  we  achieved  immediate  gains  in 
>perating  efficiency  of  $200,000. 

"Among  other  things,  this  made  it 
)ossible  for  local  customer  service  person- 
lel  to  determine  the  exact  status  of  any 
>rder,  through  any  of  37  IBM  3277  visual 
lisplay  terminals.  Response  to  the  cus- 
tomer is  immediate,  while  duplication  of 
vork  has  been  eliminated." 

In  a  distributed  processing  system 
using  the  3790,  the  workload  is  shared 
between  the  central  computer  and  smaller 
units,  called  controllers,  which  act  as  small 
processors.  Each  controller  serves  a 
cluster  of  terminals  at  operating  depart- 
ments or  remote  locations. 

Unified  procedures  nationwide 

At  Heinz  U.S.A.,  standardization  of 
procedures  throughout  the  division  is  a 


major  contribution  of  the  3790  distributed 
processing  system. 

When  an  order 
is  entered  at  a  ter- 
minal, the  operator 
follows  step-by-step 
routines  displayed 
on  the  screen,  elim- 
inating any  need  for 
written  instruc- 
tions. Since  all  pro- 


AVERAGE  DAILY  ORDERS 
ENTERED  PER  EMPLOYEE 

25 

Before  distributed  processing 

44 

75% 
increase 

After  distributed  p 

rocessing 

cedures  originate  at  the  central  computer, 
they  are  uniform  for  all  locations,  facilitat- 
ing swift  data  transmission. 

Improved  customer  service 

And  because  the  system  provides  users 
with  automatic  accuracy  checks,  errors 
are  virtually  eliminated  when  data  is 
entered.  "The  greatest  benefit  to  Heinz  of 
distributed  processing  is  improved 
customer  service,"  says  Mr.  Patton.  "More- 
over, we're  communicating  better  with 
each  other.  We've  become  more  of  a  team 
than  ever  before." 

Distributed  processing  systems  are 
one  of  a  number  of  ways  IBM  extends  the 
power  of  the  computer  to  people  who  need 
it.  For  more  information,  call  your  IBM 
Data  Processing  Division  representative. 
Or  write  for  "Distributed  Processing:  The 
Business  Benefits"  to  IBM  Corporation, 
Dept.  83F-M,  1133 
Westchester  Avenue, 

White  Plains,  N.Y.  10604.       Data  Processing  Division 


IBM 
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STRAIGHT  TALK  FROM  THE  PEOPLE  OF  TEXACO 


How  much 


Maurice  F.  Granville. 
Chairman.  Texaco  Inc 


a  gallon  does 
an  oil  company  make? 


An  amazing  82%  of  people 
surveyed  didn't  know.  For  Texaco  it 
was  1.1C  per  gallon  for  all  petroleum 
and  petroleum  products  sold  in  1976. 

A  lot  of  people  were  asked  in 
interviews  how  much  they  thought  an 
oil  company  makes  on  a  gallon  of 
gasoline.  And  very  few  even  came 
close  to  the  actual  figure  of  1.1C  per 
gallon  for  all  petroleum  and  products 
sold. 

Many  people  think  oil 
companies  make  a  lot  more  than  they 
do.  So  if  you're  surprised  at  the  low 
figure,  you're  not  alone. 

And  most  of  the  profits  are 
reinvested  to  get  you  more  of  the 
gasoline  and  other  products  you 
need.  So  the  next  time  you  hear 
people  talking  about  the  big  profits 
oil  companies  make,  tell  them  about 
our  1.1C  a  gallon. 

For  more  information  about 
Texaco,  write: 

Maurice  F.  Granville, Texaco  Inc., 
Post  Office  Box  3146-P,  Grand  Central 
Station,  New  York,  New  York  10017. 


Correct  answer?  For  Texaco  it  was  1.1C  per  gallon  for  all  petroleum 
and  petroleum  products  sold  in  1976. 


[TEXACO 


Working  to  keep  your  trust  for  75  years. 


Behind  every 
"Thank  you,  Fame  Webber? 
stands  a  hard  working 
PaineV&bber  broker. 


A  lot  of  people  have  been  thanking 
Paine  Webber  lately. 

Investors  have  thanked  us  for  the  special 
services  we've  created  for  them. 

They've  thanked  us  for  the  high  quality 
research  and  analyses  we've  provided  for 
them. 

In  fact,  there  are  countless  reasons  why 
an  individual  investor  will  say  "Thank  you, 
Paine  Webber." 

But  the  way  we  see  it,  all  those  reasons 
can  be  boiled  down  to  one. 

The  Paine  Webber  broker. 

Admittedly,  we're  partial,  but  we  think 
we  have  the  best  group  of  brokers  in  the 
business. 

We  selected  them  carefully.  Then  we 
gave  them  what  we  feel  are  the  finest  tools 
in  the  brokerage  industry  and  trained  them 
to  use  those  tools  for  the  benefit  of  their 
clients. 

Our  brokers  took  it  from  there. 

So,  if  you're  happy  with  the  risk  analysis 
we  did  of  your  portfolio,  don't  thank  Paine 
Webber.  Thank  your  Paine  Webber  broker 


for  knowing  Portfolio  Dynamics  was  right 
for  you. 

Or  if  you're  absolutely  delighted  with  the 
special  attention  you're  getting  as  a  big 
investor,  don't  thank  Paine  Webber.  Thank 
your  Paine  Webber  broker  for  tailoring  the 
Alpha  Account  to  your  specific  needs. 

As  you  can  tell,  we  at  Paine  Webber  are 
very  proud  of  our  brokers. 

And  we,  like  you,  have  many  good  rea- 
sons to  thank  them. 

They  work  hard  and  long.  They  under- 
stand people  and  are  responsive  to  the  indi- 
vidual needs  of  individual  investors. 

And  ultimately,  all  that  hard  work  and 
special  attention  from  our  brokers  has  a  very 
positive  reflection  on  our  firm. 

We  know.  Because  hardly  a  day  goes  by, 
when  we  don't  get  a  phone  call,  a  letter  or  a 
personal  visit  thanking  us  for  something  one 
of  our  broker's  has  done. 

And  so,  to  the  2,249  Paine  Webber 
brokers  in  142  offices  around  the  world,  we'd 
like  to  pass  all  those  thanks  along.  And  at 
the  same  time,  we'd  like  to  add  our  own. 


Talk  to  our  brokers  now. 
You  could  thank  them  later. 

Pain^Kfebber 

140  Broadway,  New  York,  New  York  10005 


Johnson  Controls  makes 
buildings  earn  more— especially  thos< 
with  costly  energy  problems. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
design,  installation,  service -with  our  own  people.  Results?  See  belt 


Energy  costs  slashed  $120,000  a  year 

AtTRW's  18-building  Office/Research/Manufac- 
turing facility  in  California,  JC/80  computerized 
control  now  governs  75%  of  the  2,500,000-sq.  ft. 
complex.  First  year  predictions  show  $120,000 
savings  in  fuel  and  electricity.  Send  for 

Job  Report  77-28. 


Saves  energy  for 

three  generations  of  buildings. 

This  66-year-old  building  is  the  Harris  Bank's  third 
Chicago  building  to  utilize  a  single  JC/80  computer 
for  energy  management.  The  others: 
a  38-story  high-rise  built  in 
1975  and  a  23-story 
building  built  in  1960. 
Send  for  Job  Report  77-27. 


All-electric  building  saves  25% 

To  combat  rising  costs  and  Buffalo  winters, 
a  Johnson  Controls  JC/80  energy  saving 
system  was  installed  in  the  modern 
City  Court  Building  of  Buffalo,  New  York. 

Send  for  Job  Report  76-20 


From  basic  temperature  controls,  to  life 
safety  systems,  to  the  computerized  JC/80, 
today  more  than  one-third  of  all  large  com- 
mercial, institutional  and  government 
buildings  in  the  U.S.  employ  some  form  of 
Johnson  controls,  and  our  engineers,  in 
1 1 5  offices  across  the  U.S.  and  Canada, 
stand  ready  to  put  their  expertise  to  work 
for  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

Full  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 


JOHNSON 


CONTROLS 


reports  on  similar  buildings  as  well  as 
reports  on  the  buildings  shown  above. 
We'll  also  send  you  "Total  Energy 
Management:  an  idea  — 
book  to  help  you  control 
costs."  Write  to  Fred  L. 
Brengel,  President, 
Johnson  Controls,  Inc., 
Reference  R-1, 
Box  423,  Milwaukee, 
Wisconsin  53201 


We  make  buildings  earn  more. 


i  re  were  many  spectacular  failures  in  these  years,  but  few  matched  that 
hmuel  Insull  (below)  who  spent  a  night  in  jail  for  his  mistakes.  One  of 
|*  nore  innovative  businessmen  of  his  time,  he  pioneered  utility  integration 
t  fought  the  mighty  House  of  Morgan.  But  when  the  Depression  threatened 
5  lighly  leveraged  utility  empire,  Insull  began  creating  fictional  earnings, 
lie  searching  for  asylum  abroad,  he  was  taken  off  a  ship,  brought  home 
trial.  Thrice  acquitted  by  juries,  he  was  convicted  nevertheless  by  public 
idon,  and  his  misdeeds— not  his  accomplishments — are  remembered. 


FRAUDS 


Frauds,  yes,  rascals,  yes,  but  before  they  were  cai 
they  were  almost  always  admired  as  smooth, 
cessful  businessmen— the  type,  who  as  people 
could  sell  ice  cubes  to  Eskimos.  As  an  actor  understands  an  audiei 
desire  for  illusion,  so  the  great  crook  understands  the  ordinary  man's  d< 
—yes,  desire— to  be  fooled  into- believing  that  there  are  shortcuts  to  w& 
Perhaps  this  is  why  such  men  get  off  with  relatively  light  sentences  for  t 
crimes;  the  public  is  their  accomplice  as  well  as  victim. 


Columbus  discovered  America,  Marconi  the 
wireless,  and  in  1920  these  two  great  Italians 
were  being  compared  with  Charles  Ponzi  Q< 
a  onetime  Boston  vegetable  seller.  Send  me 
$10,  Ponzi  told  his  victims,  and  I'll  get  you  $15 
within  90  days.  Using  new  money  to  pay  off 
the  old,  Ponzi  delivered  on  his  promises,  say- 
ing he  was  making  big  profits  in  foreign  cur- 
rencies —  until  he  ran  out  of  new  money. 
While  on  bail  pending  appeal,  Ponzi  made  a 
second  fortune  in  the  Florida  land  boom,  sell- 
ing swampy  tots,  23  to  the  acre.  Released 
from  jail  Q,  he  was  deported  to  Italy,  became 
a  fascist,  died  in  1949  in  Rio  de  Janeiro,  in  a 
charity  ward. /It  was  the  Watergate  —  or  nearly 
so  —  of  the  1920s.  Albert  B.  FaflQ,  Secretary 
of  Interior  under  Warren  G.  Harding,  became 
the  first  cabinet  member  in  history  to  go  to 
jail.  Crime:  taking  bribes  from  Harry  F. 
Sinclair  Q  and  Edward  L.  Doheny  U  to  lease 
government-owned  oil  lands  to  their  respec- 
tive companies.  Doheny  had  made  a  fortune 
in  Mexican  oil.  Sinclair  was  urging  recogni- 
tion of  Soviet  Russia  (he  expected  to  become 
"Russia's  oil  salesman  to  the  world").  The 
plodding  but  honest  Calvin  Coolidge  brought 
reform  to  Washington,  but  Doheny  was  ac- 
quitted, Sinclair  served  only  a  brief  jail  sen- 
tence, and  both  lived  out  their  lives  in  wealth; 
only  Albert  Fall  died  in  poverty. Ilvar  Kreugerl 
^^Kreuger  &  Toll!  The  very  names  are  redo- 
lent of  suave,  pin-striped  crookedness.  When 
a  young  employee  of  prestigious  Lee,  Higgin- 
son  &  Co.  wanted  to  ask  the  Match  King  some 
questions,  he  was  reprimanded  by  his  boss: 
"Young  man,  if  Kreuger  &  Toll  is  good  enough 
for  Lee,  Higginson  partners,  you  don't  have 
to  ask  questions."  Not  enough  people  did  ask 
those  questions,  and  the  world  was  as- 
tonished when  Kreuger,  the  Swedish  admi- 
ral's son,  shot  himself  in  Paris  in  1932,  on  the 
verge  of  being  found  out  as  the  swindler  and 
forger  that  he  was. 
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n  the  game  was  over  for  them.  William  M.  Wood,  Philip  Musica  and 
Livermore  shot  themselves  to  death.  Others  among  the  frauds  and 
a;glers  who  disgraced  U.S.  business  did  time  for  their  misdeeds.  The 
s  king  headlines  persuaded  many  people  that  the  whole  system  must  be 
irupt,  and  provided  ammunition  for  business-baiting  politicians.  Espe- 
fti.y  so  when  the  acting  president  of  the  Big  Board— a  Morgan  man-— was 
iJd  for  stealing  customers'  money.  But  in  the  end,  these  scandals  led  to 
i  :h-needed  reforms  in  security  law,  accounting  and  other  business  practices. 


am  Madison  Wood  Q,  reputedly  born 
unto  or  Silva  in  Martha's  Vineyard,  Mass., 
uted  giant  American  Woolen  around  khaki 
vtblue  serge,  paid  himself  $1  million  a  year 
rh  company  picking  up  income  tax  tab) 
I  killed  himself  in  1926  after  being  fired  by 
nctors.  "Robbed  his  company,"  wrote  B.C. 
tbes.  Company  never  fully  recovered./ 
mdsome,  aristocratic  Richard  W.  Whitney 
:  laced  the  huge  buy  orders  with  which  the 
mse  of  Morgan  tried  to  stem  the  1929 
tsh.  Later  he  headed  the  Big  Board,  be- 
ne Wall  Street's  spokesman  against  fed- 
»f  regulation  of  securities  markets.  In  1938 
went  to  jail  for  stealing  customers'  securi- 
iand  misappropriating  funds  from  the  N.Y. 
\  ht  Club. /Bankers  and  brokers  ignored  his 
iistionable  past  and  lent  Anthony  De 
|efisQ$175  million  against  the  security  of 
Irly  2  billion  pounds  of  salad  oil.  Unfortu- 
iely,  most  of  the  oil  didn't  exist  —  in  spite  of 
mrances  to  the  contrary  by  a  subsidiary  of 
Jjerican  Express.  De  Angelis  later  went  to 
I  the  missing  money  was  never  traced./ 
Hp  Musica  Qj]  (hand  over  face)  went  to  jail 
\913  and  emerged  a  few  years  later  as  Dr. 
fonald  Coster  £fl  PhD,  MD,  Heidelberg, 
ster  got  control  of  McKesson  &  Robbins 
ft  a  borrowed  $1  million.  Profits  soared 
I  the  stock  soared.  There  was  a  bit  of  a 
9  about  $10  million  in  inventories  and  $8 
lion  in  receivables.  Checked  into,  they 
"e  found  not  to  exist.  Coster  died  by  his 
n  hand. /Jesse  Livermore  £Q  —  onetime 
►y  plunger"  of  Wall  Street  —  became  fa- 
us  because  he  knew  how  to  use  publicity 
I  because  the  U.S.  of  the  Twenties  wanted 
believe  in  Livermore's  speculative  mira- 
s.  In  1940  —  broke,  the  stock  market  dull 
i  listless,  his  fame  forgotten  —  Livermore 
>t  himself  in  the  coatroom  of  his  favorite 
:ktait  bar. 
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FRAUDS 


The  greatest  mystery  about  many  con  men 
swindlers  is  why  they  do  not  stay  honest.  The 
severance,  determination  and  intelligence  they  b\ 
to  deception  would  probably  bring  them  a  high  measure  of  success  if  ct 
neled  into  legitimate  business.  But  there  is  clearly  some  compulsion  wit 
them  to  use  their  talents  and  energies  in  twisted  ways.  Does  anyone  dc 
that  Bernard  Cornfeld,  the  great  salesman,  would  have  done  extremely  \ 
had  he  not  made  self-serving  deals?  That  Stanley  Goldblum  was  an  exttj 
dinary  insurance  man? 


A  young  woman  once  sued  Bernard  Cornfeld 
FTl.  alleging  rape.  He  was  acquitted.  But  Ber- 
nie's  real  rape  was  of  investors,  when, 
capitalizing  on  people's  desire  to  escape  taxes 
and  on  the  then  popularity  of  mutual  funds,  he 
took  them  for  millions  through  his  Investors 
Overseas  Services. /Stanley  Goldblum  went 
from  a  mundane  life  in  the  meat  business  to  a 
Beverly  Hills  mansion  and  thence  to  jail.  He 
was  caught  creating  fake  insurance  policies  to 
create  fake  earnings  and  fake  assets  for  his 
Equity  Funding  Corp.  It  was  McKesson  &  Rob- 
bins  all  over  again,  but  this  time  done  with 
computers. /With  crook  Robert  L.  Vesco  FTl,  it 
was  a  clear  case  of  take-the-money-and-run; 
the  money  was  some  $224  million  in  stocks 
that  had  belonged  to  shareholders  in  Bernie 
Cornfeld's  mutual  funds,  which  Vesco  took 
over.  Vesco  fled  to  Costa  Rica,  where  to  this 
day  he  avoids  extradition. /Texas  lay  preacher 
Billie  Sol  Estes  £Q  didn't  drink,  smoke  or 
dance,  but  boy,  did  he  steal!  When  his  success- 
ful business  ran  into  trouble,  he  fraudulently 
got  big  loans  by  borrowing  against  largely 
nonexistent  farm  storage  tanks. /C.  Arnholt 
Smith  EH  has  proved  that  even  with  the  in- 
creased surveillance  of  white-collar  crime  in 
the  Seventies,  you  can't  keep  a  smart  swindler 
down.  A  close  friend  of  ex-President  Nixon, 
Smith  siphoned  $100  million  from  San  Diego's 
U.S.  National  Bank.  So  far,  Arnie  has  gotten 
away  with  fines,  but  no  jail  sentence. /One  of 
the  early  takeover  artists  in  the  1950s,  Louis 
E.  Wolfson  E£J  lost  a  spectacular  bid  for 
Montgomery  Ward,  ultimately  went  to  jail  for 
selling  unregistered  stock  and  for  perjury.  A 
highly  intelligent  man  who  apparently  couldn't 
resist  temptation  to  cut  corners,  Wolfson  indi- 
rectly brought  down  Abe  Fortas  —  who  re- 
signed under  fire  from  the  Supreme  Court 
when  it  was  revealed  that  Fortas  had  been  in- 
volved financially  with  Wolfson  while  the  latter 
was  under  investigation  by  the  SEC. 
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RE  AC  HERS  OF  FAITH 

irs.  Perhaps  least  forgivable  is  the  breach  of  trust.  What  a  shock  it  was 
2i;  under  the  pressures  of  the  Depression,  the  heads  of  our  two  largest 
ks  betrayed  unwritten  and  yet  taken-for-granted  rules.  The  radicals 
E  We  told  you  so.  Many  ordinary  Americans  echoed  Joseph  P.  Kennedy 
aying:  All  businessmen  are  SOBs.  The  consequence  was  legislation  that 
|  many  things  beyond  morality  and  into  the  realm  of  law. 


n  above  the  law,"  seemed  to 
Charles  E.  Mitchell's  [J2  view, 
»ring  to  lend  more  for  stock 
tculation  when  the  Federal 
%erve  wanted  a  halt.  When 

1929  Crash  came,  Mitchell 
I  trouble  paying  the  income 

on  his  $l-million-plus  in- 
ne,  so  he  wiped  out  the  liabil- 
by  selling  his  stock  in  his 
tional  City  Bank  to  his  wife 
sstablish  a  loss.  He  was  ar- 
te d  but  acquitted.  I  Equally 
honorable  was  Chase  Na- 
tal Bank's  Albert  H.  Wiggin 
,  While  he  was  publicly  bul- 
1  Chase  stock,  Wiggin  was 
•sonally  selling  it  short 
th  money  borrowed  from 
tse).  Thereafter,  banks  were 
•red  from  brokerage  and  in- 
tment  banking. 
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OUTOF THEIR  DEPTH 

person.  He  sets  the  tone,  the  goal,  the  pace  for  his  subordinates.  If  he  tjj 
self  is  unequal  to  the  task,  the  whole  team  falls  behind— as  American 
lines  did  when  George  A.  Spater  replaced  the  dynamic  C.  R.  Smith.  T 
one  of  the  weightiest  tasks  for  any  CEO  is  the  choice  of  his  own  successor] 
leader  who  must  make  ordinary  people  do  extraordinary  things. 
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At  the  end  of  World  Wi 
American  Viscose  was 
of  the  great  textile  fi 
companies,  but  CEO  Ft 
H.  Reichel  Q]  failed  to 
abreast  of  the  times, 
once  told  FORBES:  "The* 
no  great  growth  poten 
in  our  main  field,*1  ana 
stead  of  looking  for  it  e 
where,  he  liquidated 
company. /George  A.  Spt 
CM.  Smith's  handpic 
choice  to  succeed  him 
American  Airlines,  was 
equal  to  the  task  of  keep 
on  top  in  an  industry  wh 
morale  is  almost  evt 
thing.  He  recognized 
importance  of  social 
sponsibility  but  hand^ 
revelations  of  illegal  a 
paign  contributions  anc 
internal  corruption  so 
eptly  that  the  compar 
image  was  badly  soiled, 
emphasizing  jumbo  pla\ 
rather  than  frequent  se 
ice,    he    alienated  m< 
steady  customers. /As  cl 
executive     of    a  mu 
billion-dollar  corporate 
Frank   Pace   Jr.  E3  w 
clearly  out  of  his  dep 
He  took  over  General  Dy 
mics  just  two  days  befi  \ 
founder  John  Jay  Hopk 
died.  He  lost  control  of 
highly  decentralized  ou\ 
and  allowed  a  comm 
cial  jets  venture  to  turn  ii 
a  half -billion-dollar  write* 


uiing  a  big  corporation  successfully  is  really  very  easy.  All  you  have  to  do 
)  foresee  the  future;  2)  set  goals  in  tune  with  that  future;  3)  organize  so 
ti;  bigness  is  an  advantage,  not  a  disadvantage;  4)  deal  with  a  government 
increasingly  tells  you  how  to  run  a  business;  5)  create  an  atmosphere  in 
j.ch  individuals  can  grow.  Easy?  Well,  all  the  men  below  were  smart  and 
idworking,  and  all  came  on  strong  when  they  first  came  into  their  chief 
i:utive  jobs.  And  each  of  them  failed  dismally  when  the  chips  were  down. 
tig  smart— or  looking  the  part— is  not  enough. 


They  cheered  when  Donald  P.  Kircher  £Q,  ex  tank 
commander,  brilliant  lawyer,  took  over  the  Singer 
Co.  He  diversified  the  old  sewing  machine  com- 
pany so  thoroughly  it  became  a  Harvard  Busi- 
ness School  case  study  on  how  to  do  it.  But  he 
overpaid  for  Friden  Co.  and  then  failed  to  bring 
its  business-machine  technology  up  to  date.  With 
Singer  in  the  red,  Kircher  resigned  at  60.  His 
business  obituary:  An  aloof  man,  he  ended  mak- 
ing key  decisions  without  sufficient  informa- 
tion. /Of  Stuart  T.  Saunders  ^  '*  could  be  said: 
less  here  than  meets  the  eye.  Handed  one  of  the 
most  challenging  jobs  in  industry,  he  led  the  pow- 
erful Penn  Central  into  bankruptcy,  hastening 
the  end  by  paying  $100  million  in  dividends  while 
the  company  was  bleeding  to  death. /When  Robert 
S.  Stevenson  TT\  took  over  Allis-Chalmers  in  1955, 
it  was  one  of  the  most  profitable  companies  in 
U.S.  industry.  It  certainly  looked  as  if  he  could 
run  things;  he  had  started  as  a  tractor  salesman 
and  risen  from  the  ranks.  A  trim,  intense  min- 
ister's son,  he  worked  day  and  night,  but  when 
he  left  in  1968,  Allis-Chalmers  was  just  a  tired  old 
outfit  that  took  years  to  bring  back. 


OUTOF THEIR  DEPTH 

and  great  administrators  who  can't  sell,  but  a  chief  executive  officer  mus 
able  to  deal  with  all  the  functions  of  a  business  even  if  he  need  not  ms 
them  all.  Thus  it  often  is  that  a  man  who  skillfully  builds  a  great  corp 
tion  is  unable  to  handle  it  when  it  gets  into  later  difficulties.  That's  on 
the  big  risks  in  picking  a  CEO:  Be  careful  you're  not  picking  an  exce 
specialist  and  putting  him  in  over  his  depth. 
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Perhaps  Lester  Lum  (Tex) 
bert  rflcan  be  excused  for  re 
ing  to  hire  Harold  Geneen, 
not  for  the  mess  at  Chrysler. 
Harvard  Law  School  gradi 
was  the  wrong  man  for  a  t 
when  Chrysler  was  being 
pressed  by  a  newly  resurt 
Ford.  There  were  scandals 
volving  executives  owning  i 
ests  in  suppliers;  poor  finan 
controls  and  bugs  in  his 
finned  dinosaurs.  Under  Colb 
Chrysler's    share    of  mat 
dropped  from  20  Jo  to  12% 
1961.  /Goodyear  Tire  &  Rubb 
Frank  A.  Seiberling  £23  *n  -1 
bought  an  idle  factory  and 
into  the  booming  business 
making  tires  for  bicycles  < 
carriages  and,  later,  auto  Hi 
too.  But  when  prices  collap 
after  World  War  II,  Goodyear  i 
left  with  huge  high-cost  inv 
tories  of  rubber  and  cotton.  J 
trusting  bankers,  Seiberling  I 
no  lines  of  credit,  so  Dill  ^ 
Read  &  Co.  threw  out  the  fou 
er.  Financial  planning  was 
weakness:  Seiberling  and 
family  had  lost  earlier  bt 
nesses  for  similar  reasons.  /II 
ing  to  me-too  the  wondrc 
growth  of  rival  S.S.  Kres,' 
Richard  W.  Mayer  ES  of  III 
Grant  only  succeeded  in  ba 
rupting    a    huge    and  on< 
profitable  company,  in  his  hast 
Mayer  once  opened  15  nil 
stores  in  a  single  day!  To  hyl 
sales,  he  permitted  indiscriil 
nate  granting  of  credit. 


Western  Auto  chose  an  Upland  site 
for  their  Portland  distribution  facility. 


(It  was  the  perfect  place  to  park!) 


In  recent  years, 
Western  Auto, 
West  Bend  Elec- 
tric, Sears,  Kraft 
Cheese,  Honda, 
Boise  Cascade, 
and  many  other 
major  manufacturing  concerns  have  looked 
to  Upland  for  new  industrial  sites.  And 
for  good  reasons — like  abundant  raw  ma- 
terials, proximity  to  growth  markets,  and 
labor  availability.  Since  Upland  is  the  real 
estate  company  for  Union  Paci- 
fic Corporation,  each  site  is 
served  by  the  Union  Pacific 
Railroad  —  providing  efficient 
transportation  with  access  to 


air  and  highway 
systems.  Upland 
sites  are  avail- 
able for  sale  or 
lease  in  thirteen 
central  and  west- 
ern states.  Cali- 
fornia, Colorado,  Idaho,  Iowa,  Kansas, 
Missouri,  Montana,  Nebraska,  Nevada, 
Oregon,  Utah,  Washington,  and  Wyoming. 
For  specific  site  information  including 
environment,  taxes,  labor,  transportation, 
and  energy  sources,  write  in  confi- 
dence to:  John  W.  Godfrey,  Presi- 
dent, Upland  Industries,  110  North 
14th  Street,  Suite  1000,  Omaha, 
Nebraska  68102.  F-9-15-7 


Upland  Sites  of  America 


Upland  Industries  is  a  wholly  owned  subsidiary  of  Union  Pacific  Corporation. 


How  this  great  pair  of  wings 
gets  a  great  pair  of  legs 
from  an  industrial  products  company 
like  Colt  Industries. 


■ 


5  F-16-soon  to  join  thk 
air  forces  of  the  U.S.,  Belgium,  Denmark,  The 
Netherlands,  Norway  and  I  ran -takes  off  and 
lands  on  Menasco  retractable  landing  gear 
assemblies. 

A  leader  in  shock  mitigation  technology 
Menasco  supplies  landing  gear  for  a  variety  of 
military  aircraft  as  well  as  for  such  commercial 
airliners  as  the  727,  L-1011,  and  DC-10.  Menasco 
is  the  newest  addition  to  Colt  Industries,  a 
leading  supplier  to  the  industrial  sector  of  the 


cess  of 
_.d  range  of 

shock  mitigation  systems  to  such  other  well- 
known  Colt  Industries  products  as  Crucible 
specialty  steels,  Holley  carburetors,  Garlock 
industrial  seals  and  components,  Fairbanks 
Morse  diesel  engines. 

For  copies  of  our  latest  financial  reports, 
write  Colt  Industries  Inc,  Department  A, 
430  Park  Avenue,  New  York,  New  York 
10022. 


If  we  didn't  own  ourselves, 
maybe  our  local  offices 
would  think  like  local  offices. 


Insurance  brokers  of  our  scope  and  size 
are  few.  Most  are  publicly-held.  There  is 
one  exception.  Johnson  &  Higgins. 

But  that's  not  where  the  differences 
in  philosophy  end.  For  example,  we 
view  local  offices  much  differently. 

To  us  they  are  not  individual  profit 
centers.  If  we  looked  at  them  as  profit  centers, 
we'd  have  to  charge  the  local  office  every  time  it 
asked  for  special  support  from  somewhere 
else  in  the  system. 

Which  could  easily  make  an  office  hesitate  to 

request  assistance.  Bob  Meyer  spendS  as  much  time  supervise 

Which  could  mean  that  a  client  was  not  getting  property  ioss  control  specialists  overseas 

i     i     .1  li-  .  •  as  he  does  in  this  country. 

all  the  help  that  was  needed  in  every  situation. 

J&H  clients  get  all  the  help  they  need  all 
the  time.  Locally.  Nationally.  Internationally. 
Because  every  J&H  office 
is  motivated  to  ask  for 
assistance  from  every  other 
office.  As  often  as  it  likes. 
Regardless  of  its  own  staffing. 

Think  of  it  this  way: 
Johnson  &  Higgins  doesn't 
**  have  60  local  offices.  We  have 


60  main  offices. 

There's  one  near  you. 


Walter  Pritchard,  mining 
specialist  in  our  Cleveland] 
office,  often  finds  himself 
consulting  with  our 
San  Francisco  people. 


Chuck  Mathers,  a  J&H  nuclear 
specialist  at  95  Wall  Street, 
is  a  regular  visitor  to  our 
New  Orleans  office. 


Johnson  Higgins 


The  private  insurance  broker 
We  answer  only  to  you 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Eli  Lilly  and  Company. 
The  products  we  make  have  been  touching 
people  s  lives  for  more  than  a  hundred  years. 
Medicines  for  the  way  we  feel. 
Agricultural  products  for  the  way  we  eat. 
And  cosmetics  for  the  way  we  look. 


For  five  generations  we've  been  making  medicines  as  if  people's  lives  depended  on  them. 
ELI  LILLY  AND  COMPANY,  INDIANAPOLIS,  INDIANA. 


For  instant  access  to  your 
dollars,  get  the  Cash  Connectej 
from  the  Pyramid. 


Once  you've  gotten  used  to  the  terminal  in  the  above 
photograph,  you'll  wonder  how  you  ever  lived  without  it. 

It's  the  quickest,  easiest  and  most  complete  communica- 
tions link  between  man  and  bank  ever  devised. 

It  not  only  gives  you  timely,  detailed  information  on  your 
business  with  Bankers  Trust,  it's  a  sophisticated  on-line  cash 
management  service  that  lets  you  reconcile  cash  positions 
rapidly  and  move  money  without  delay. 

With  the  Cash  Connector,  you  get  complete  statements  of 
your  account,  including  the  origin  of  each  debit  and  credit 
entry,  early  each  morning.  You'll  also  get  the  latest  money 
market  quotes,  your  lock  box  credits,  your  letter  of  credit 
outstanding  reports  and  foreign  exchange  reports. 

You  can  even  initiate  money  transfers,  as  well  as  read  about 
them  in  your  morning  reports. 

Just  as  important,  giving  you  information  faster  means  you 

Member  Federal  Deposit  Insurance  Corporation    ^Bankers  Trust  Company 


can  give  us  instructions  faster.  And,  naturally,  we  can  execul 
them  faster. 

Let  us  demonstrate  the  Cash  Connector  in  your  office  an 
show  you  how  easy  it  is  to  use.  And  how  hard  it  is  to  lw 
without.  Contact  Robert  Boyles.  Vice  President,  (21; 
775-5392. 

Innovative  services  like  the  Cash  Connector  are  only 
fraction  of  what  we  have  to  offer.  Wherever  i 
you  see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the  fullest  I 
sense  of  the  word,  with  the  capacity  to  raise,  | 
lend  and  manage  money  worldwide. 

A  visit  to  the  Pyramid  can  be  a  rewarding 


experience. 


uankirs  i  ki  si 


Bankers  Trust  Company 

280  Park  Avenue,  New  York,  N.Y.  1001 7  * 


VERREACHERS 


In  1957,  when  realtor  Wil- 
liam Zeckendorf  Sr.  (below) 
mi  hh  mwmm  ■  was  riding  high  and  manip- 

Jjting  the  press  so  successfully  that  he  was  almost  a  folk  hero;  Forbes 
jgested  that  the  roly-poly  promoter  might  become  "one  of  the  midcen- 
i/s  most  deflated  financial  legends."  Within  a  decade  his  Webb  &.  Knapp 
ik  into  bankruptcy  and  Zeckendorf  followed  into  personal  bankruptcy. 
I  was  a  colossal  bluffer  whose  bluff  was  eventually  called  when  he  ran 
I  of  people  willing  to  lend  him  money  at  as  high  as  24%.  He  initiated 
rbitious  building  projects,  but  at  huge  cost  to  his  backers;  he  was  lavish 
rh  other  people's  money.  Because  of  his  great  power  to  persuade,  Zecken- 
:f  exerted  a  reach  that  far  exceeded  his  ability  to  grasp. 
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OVERREACHERS  &"SSS 

men  on  this  page  have  an  overweening  pride,  the  sense  that  he  coul 
things  others  couldn't.  Robert  Hansberger  was  going  to  make  a  major  bi 
through  on  minority  hiring.  Albert  Erskine  to  turn  the  Depression  int< 
opportunity  rather  than  a  brutal  problem.  Texan  H.  Ross  Perot  to  s 
inefficient  eastern  Wall  Street  how  to  be  profitable.  Jimmy  Ling  to  n 
two  plus  two  equal  five.  Roy  Ash  to  turn  his  talents  into  managing  a  I 
ness  whether  he  knew  anything  about  the  subject  or  not.  The  Greek 
is  hubris.  It  is  usually  fatal. 


Robert  V.  Hansberger  of  Boise  Cascade 
had  the  illusion  that  a  smart  MBA  could 
anything,  but  his  team  lacked  the  savv\ 
handle  his  scores  of  often  disparate  acqA 
Hons.  Under  Boise's  "free  form9'  managem 
style,  with  its  loose,  sloppy  controls,  a  bil 
construction  firm  piled  up  horrend[ 
losses.  Even  greater  losses  ensued  fit 
recreational  real  estate  ventures.  Hal 
berger's  failures  dealt  a  heavy  blow  to  bi\ 
capitalism.  /  Albert  R.  Erskine      came  to[ 
lieve  his  own  publicity.  Having  gambled  (A 
rectly)  that  the  1921  recession  wouldl 
short,  he  made  automaking  Studebal 
Corp.  stronger  than  ever.  Then,  trusting  l!| 
would  repeat  1921,  he  proceeded  to  sp<\ 
away  his  working  capital  —  by  paying  fat  c\ 
dends,  buying  Pierce  Arrow  for  cash  and  h\ 
rowing  to  acquire  White  Motor.  Studebal 
went  broke  in  1933  and  Erskine  shot  hints 
I  H.  Ross  Perot  EE2,  an  Annapolis  gradtu 
started  with  $1,000  and  was  worth  $1  bill 
(on  paper)  when  Electronic  Data  Syste 
was  at  its  growth-stock  peak  in  the  U 
1960s.  He  made  himself  ridiculous  with  a  J 
to  free  Vietnam  war  prisoners,  then  bleu 
bundle  trying  to  become  a  power  on  W 
Street.  I  James  Ling  S3  persuaded  ma 
people  that  he  could  "make  two  plus  t 
equal  five"  —  or  so  he  said  in  an  LTV  anm 
report.  Steelmakers  and  meat-packers  wot 
become  growth  companies  at  the  magic  tou 
of  his  LTV.  Needless  to  say,  it  didn't  work 
Royal  Typewriter  wasn't  a  good  company,  £ 
Roy  L.  Ash  EQ  would  make  it  whole  by  acqu 
ing  for  it  Litton  Industries;  he  would  go  in 
shipbuilding  and  show  those  old-fashion 
fellows  how  it  should  be  done.  When  Litti 
slipped  into  the  red  after  57  upward  quartet 
its  stock  dropped  90%.  After  a  stint  with  t\ 
Nixon  Administration,  he  is  making  a  com 
back  running  Addressograph-Multigraph. 


sight  is  not  enough.  If  it  were,  an  obscure  businessman  named  George  A. 
i  ton  would  have  become  famous,  because  he  correctly  foresaw  that  there 
}ild  be  a  tremendous  boom  in  world  trade  when  World  War  I  ended. 
hat  he  didn't  foresee  was  that  a  short  but  ruinous  recession  would  occur 
r :;  his  Gaston,  Williams  &  Wigmore  company  went  bankrupt  in  1921,  thus 
using  out  on  the  boom  its  founder  predicted.  A  similar  mistake  was 
:  de  by  Charles  H.  Sabin,  who  headed  Guaranty  Trust  of  N.Y. — the  nation's 
:  Dnd-largest  bank  at  the  time.  Heavily  committed  to  financing  foreign 
:  le,  it  was  so  badly  wounded  by  the  1921  recession  that  it  lost  much  of  its 
:  ve,  becoming  stodgy  and  conservative,  and  ranked  ninth  by  1959,  when 
!  aerged  into  the  Morgan  bank. 

I 
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Already  world's  largest  wagon  and 
carriage  maker,  William  Crapo  Dur- 
ant  £2  decided  to  add  automobiles  to 
his  string;  in  1909  persuaded  Henry 
Ford  to  sell  out  for  $8  million.  When 
his  bankers  lost  their  nerve,  Durant 
went  on  to  organize  an  automotive 
conglomerate  on  the  then  revolu- 
tionary idea  that  one  company  ought 
to  offer  a  complete  range  of  cars 
from  cheap  to  dear.  He  called  his 
company,  grandly:  General  Motors. 
Losing  control  once,  he  regained 
it,  but  was  no  operating  man  and 
ignored  employees  who  were  —  like 
Alfred  Sloan.  In  1920  Durant  was 
caught  secretly  speculating  in  GM 
stock,  lost  control,  this  time  for  good, 
to  the  du  Fonts.  /  Louis  K.  Liggett  E3 
correctly  foresaw  what  pharmaceuti- 
cals would  become,  franchised  the 
United  Drug  Co.'s  Rexall  name  and 
organization  to  thousands  of  inde- 
pendent druggists,  bought  control  of 
Bristol-Myers ,  Sterling  Drug  and 
Britain's  Boots  Drug.  But  to  rescue  a 
chain  of  shaky  stores  bearing  his 
name,  he  sold  a  solid  operation 
crippling  his  company. 


The  witty  John  Kenn 
Galbraith  once  descri 
financial  genius  as  ua  s] 
memory  in  a  rising  market."  A  rising  market  always  produces  people  ^ 
are  lulled  by  success  into  tliinking  that  life  is  less  full  of  pitfalls  than  i 
Saul  Steinberg,  a  noisy  "genius"  from  Brooklyn,  somehow  felt  that  d 
night  success  in  computer  leasing  qualified  him  to  run  a  multibill: 
dollar  bank.  It  didn't.  Not  all  the  overreachers  suffered  from  Steinbe 
misplaced  arrogance.  Others  were  intelligent  men  who  simply  lacke 
balanced  approach:  While  reaching  for  the  stars,  David  Rockefeller  ] 
mitted  his  bank's  operations  to  deteriorate. 


CONYEWENa 

— IB 


L°AN  Service 


A  trade  magazine,  confusing  hyperact 
with  intelligent  aggressiveness,  once  na 
Celanese  Corp.'s  Harold  Blancke  52  ex 
tive  of  the  year.  Borrowing  heavily  ant 
versifying  widely,  Blancke  left  the  big  c 
pany  in  so  weak  a  condition  it  had  to  set 
some  of  its  big  operations  to  stay  solve 
Vision,  Carl  Fisher  £Q  certainly  had, 
he  lacked  a  balance  wheel.  Foundex 
Presto-O-Lite,  maker  of  auto  lights,  he 
rectly  anticipated  that  the  motorcar  we 
change  where  people  lived  as  well  as 
Fisher  placed  excessively  heavy  bets  a 
mangrove  swamp  called  Miami  and  hel 
touch  off  the  Florida  land  boom.  Not  kn 
ing  when  to  pull  in  his  horns,  Fisher 
once  worth  $150  million  on  paper  but 
worth  $40,000.  /  Hard  working  David  Rt 
efeller  |J2  presided  over  a  profit  declim 
his  Chase  Manhattan  Bank  in  the  Severn 
while  Bank  of  Americas  profits  doubled 
Citicorp's  trebled.  While  rubbing  should 
and  sharing  confidences  with  the  wort 
mighty,  Rockefeller  was  out  of  touch  with 
ordinary  customer  and  employee  up 
whom  any  business  success  depends.  /  S 
Steinberg  Tf!\ achieved  an  early  success  at 
as  founder  of  Leasco  Data  Processi 
Equipment,  used  its  paper  to  buy  control 
Reliance  Insurance.  He  tried  to  grab  cont 
of  the  huge  Chemical  Bank,  lost  —  signali 
the  end  of  the  go-go  takeover  years  —  a 
dropped  out  of  favor,  his  stock  selli 
in  mid-1977  at  a  fast  21/2  times  earnings 
Arthur  T.  Roth  CO  was  hailed  as  miracle  m 
when  the  explosion  of  New  York  subur 
turned  his  little  Franklin  National  Bank  fa 
a  growth  institution.  Mistaking  good  luck  J 
brilliant  foresight,  Roth  next  tried  to  tu 
Franklin  into  a  national  institution.  He  wo 
kicked  out  several  years  before  Franklin  I 
came  a  spectacular  bankruptcy. 


Because  its  eyes  are  in  the  back  of  its 
head,  the  mythical  dodo  bird,  as 
opposed  to  the  real  one,  knows  where 
l  as  been  but  not  where  it  is  going.  The  dodo  bird  never  graced  the  skies, 
many  of  them  disgrace  the  boardroom.  Compare  them  to  generals  who 
!  prepared  to  fight  yesterday's  battles  but  not  today's.  Like  the  British  in 
kid  War  II  who  were  prepared  to  defend  Singapore  from  attack  by  sea  but 
lie  overwhelmed  by  a  Japanese  attack  from  the  land.  Like  A&P  losing 
irket  share  with  lower  prices.  Like  Sewell  Avery  who  was  prepared  in  1946 
defend  Montgomery  Ward  against  another  Depression  but  left  it  totally 
prepared  for  the  huge  post-World  War  II  boom. 


43 


The  Great  Atlantic  &  Pacific  Tea  Co. 
was  such  a  power  in  the  grocery  bus- 
iness that  the  Feds  sued  to  break  it 
up.  Actually  Ralph  W.  Burger  £3  was 
doing  the  job  for  them  of  ending 
A&P's  primacy.  A  perfect  dodo  bird. 
Burger  thought  that  the  way  to  stay 
on  top  was  to  keep  on  doing  what 
had  always  been  done  in  the  past.  /  If 
a  generation  of  Americans  grew  up 
thinking  businessmen  were  Nean- 
derthals, this  picture  of  Sewell  L. 
Avery  helped  convince  them. 
When  he  refused  to  renew  a  labor 
contract  in  1944,  FDR  ordered  the 
company  seized  under  wartime  pow- 
ers. Monkey  Ward  came  out  of  World 
War  11  almost  as  big  as  Sears? 
Roebuck,  but  while  Sears  expand- 
as  fast  as  it  could,  Avery  sat  on  a 
huge  cash  hoard  —  which  served  only 
to  attract  the  attention  of  a  raider. 
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This  type  remembers  everything 
learns  nothing.  In  the  militai 
insists  that  the  tank  will  never  rM 
cavalry.  In  business  it  insists  that  the  airplane  will  never  replace  the  PulL 
car,  that  paid  vacations  for  workers  and  installment  credit  will  destroy 
moral  fiber  of  America,  that  the  tiny  TV  screen  will  never  replace  the  g\ 
our  of  giant  movie  palaces,  that  Volkswagen  beetles  will  never  sell  in) 
U.S.,  that  the  stock  market  has  reached  a  permanent  high  plateau 
conversely  that  the  market  will  never  rise  again. 
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Big  Underwood,  not  little  IBM,  was  the  pre 
name  in  office  machines,  but  while  IB 
novated,  plowed  back,  Underwood's  Ph 
D.  Wagoner  ED  paid  fat  dividends,  igno 
research  and  turned  down  the  electric  t\ 
writer.  Underwood  today  is  only  a  segmen 
Olivetti.  I  When  World  War  II  ended,  Curt 
Wright  was  as  big  as  Boeing  and  Douglas  a 
bined,  but  Roy  T.  Hurley  £3  backed  a  soup 
up  piston  engine  instead  of  jets,  neglec 
military  business.  /  United  Fruit  was  on 
comeback  trail  and  loaded  with  cash  when 
Black  23  seized  control  and  renamed  it  Unh 
Brands.  Promising  big  things,  he  was  thwar 
by  politics  and  his  own  poor  operating  m< 
agement,  leaped  to  his  death  after  Chiqu 
dropped  to  second  place  in  the  banana  bv 
ness.  I  Economists  still  revere  his  menu 
(for  formula  PT=MV)  but  investors  do  n 
Yale  professor  Irving  Fisher  £2  helped  herd 
vestors  toward  slaughter  in  late  Twenties 
proclaiming  stocks  were  permanently  hit 
after  the  Crash  he  wrote  Forbes  predi 
ing  quick  recovery.  Then,  as  now,  acaden 
economists  seem  more  than  somewhat  i 
tachedfrom  the  real  world.  /  When  rival  mot 
producers  put  TV  sets  in  lobbies  to  attrt 
dwindling  crowds  after  World  War  II,  Loeu 
MGM  magnate  Nicholas  M,  Schenck  E3  i°ft 
banned  them,  and  he  was  barely  polite  in  i 
jecting  an  offer  to  merge  Loews  and  RCA. 
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H,  WHAT  MIGHT  HAVE  BEEN 

k  truth  is,  though,  that  the  line  between  great  success  and  dramatic 
sure  is  often  a  thin  one.  (If  only  Marshal  Ney  had  brought  his  troops  up 
$er  at  Waterloo!)  The  men  below  were  not  abject  failures;  far  from  it. 
nn  Martin  and  Allen  DuMont  both  have  mighty  accomplishments  to 
iir  credit.  But  if  only  Martin  hadn't  taken  those  fixed-price  contracts!  If 
|y  DuMont  had  had  better  financing  and  a  smart  financial  man! 
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What  would  have  hap- 
pened had  Roy  Abemethy 
TT\  launched  a  blitz  in 
small  cars  instead  of  try- 
ing to  make  American 
Motors  a  full-line  pro- 
ducer? Could  AM  have 
become  the  VW  of  Amer- 
ica? I  From  building  kites 
in  his  Liberal,  Kan,  boy- 
hood home,  Glenn  L.  Mar- 
tin S3  went  on  to  found 
a  giant  company  bearing 
his  name  and  to  make 
World  War  U's  famed 
B-26s.  But  the  company 
almost  sank  in  the  early 
Fifties  when  fixed-price 
contracts  for  Martin  com- 
mercial airliners  were 
swamped  in  inflation- 
ary red  ink.  The  company 
became  part  of  Martin- 
Marietta.  I  Lockheed's 
bribes  toppled  a  Japan- 
ese premier,  but  the  busi- 
ness moral  to  be  drawn 
from  the  downfall  of  Lock- 
heed Chairman  Daniel  J. 
Haughton  EH  is  that  it  is 
dangerous  to  try  to  do 
too  much  with  too  little 
capital.  I  The  brilliant  Dr. 
Allen  DuMont  E3  was  on 
the  ground  floor  in  TV 
with:  a  network,  quality 
sets,  broadcasting  equip- 
ment. But  he  was  no  busi- 
nessman, and  his  DuMont 
Laboratories  was  eventu- 
ally parceled  out  among 
other  outfits. 
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If  only.  No  less  severe  a  critic  than  GE's  late  Ralph  Cordiner  ranked  Dal 
C.  Bumham  as  a  superior  leader  at  rival  Westinghouse— -and  Birrnharn  I 
leaving  Westinghouse  a  much  better  company  than  he  found  it.  But  B| 
ham  failed  to  install  and  maintain  adequate  financial  controls.  The  cajl 
Meshulam  Riklis  was  very  different,  but  given  the  man's  talents,  he  cu 
have  become  a  major  business  leader.  And  Jim  Rand!  He  got  his  comr] 
into  the  computer  business  early,  but  failed  to  exploit  his  initial  lead. 


James  Rand  Jr.'s  E3 Remington  Rand  ( 
Sperry  Rand)  became  known  as  "the  c 
party  that  seizes  defeat  from  the  j 
of  victory."  it  beat  IBM  into  compu 
failed  to  exploit  the  advantage.  On 
the  great  missed  opportunities  of 
20th  century.  I  After  a  brilliant  start,  in 
grant  Meshulam  Riklis  S3  degenerc 
into  erratic  behavior  while  his  RaM 
American  Corp.  declined.  The  Ameri 
dream  gone  wrong.  /  Because  contx 
were  too  loose,  Donald  C.  Bumham  E£ 
tired,  leaving  an  otherwise  solid  W 
inghouse  with  red  ink  and  a  $2-bill 
uranium  albatross.  I  Kodak  can't  be  fo< 
era?  Tell  that  to  Dr.  Land.  Crying  to  a  ccl 
that  Kodak  had  squeezed  GAF  oull 
photographic  film,  Jesse  Werner  53  I 
glected  to  mention,  among  other  thim 
that  his  color  slide  film  was  of  erratic  qil 
ity.  This  expropriated  German  war  pr\ 
erty  went  public  in  1965  with  high  hop 
They  were  not  realized. 


Fruehauf  Trailers  move  the  world's  cargoes  on  land  and  sea. 

Paceco  cranes  handle  containers  in  ports  around  the  world. 


And  rolling  up  record 
growth  figures. 

In  the  last  15  years,  you've  seen  us 
grow.  From  a  $217  million  trailer 
manufacturer  in  1962  to  a  diversified, 
nearly  $1-1/2  billion  Total  Transpor- 
tation company  with  projected  sales 
approaching  $2  billion  in  1977. 

Yet  you  haven't  seen  anything. 

Right  now,  we  have  the  new  multi- 
national multi-market  product  lines  to 
accelerate  that  growth. 

Innovative  ideas  for  semitrailers, 
shipping,  materials  handling.  Compo- 
nents for  automobiles,  buses,  recre- 
ational vehicles,  farm  implements, 
aircraft  and  aerospace.  Also  leasing 
and  financing. 

Send  for  our  annual  report  now. 
Because  we're  shifting  into  high  gear. 
Write:  Fruehauf  Corporation,  Dept. 
FO-97,  10900  Harper,  Detroit, 
Michigan  48232.  Total  Trans-  r 
portation  .  .  .  the  World  of 
Fruehauf  .  .  .  we're  rolling. 


Kelsey  Hayes  disc  brakes 

are  standard  on  many  motor  homes. 

($  in  Billions) 

Fruehauf  Sales 
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A  code  of  ethics 
isn't  something  you  post 
on  the  bulletin  board. 

It's  something  you  live 


every  day. 


1* 


I 

lotsi 


s 


'uddenly  everybody  seems  to  be  redis- 
covering ethics. 

In  the  business  community,  in  Con- 
gress, on  the  campus  and  in  the  pulpit. 

We  think  the  trend  is  healthy.  And 
needed.  So  we'd  like  to  disclose  a  discovery  of 
our  own  on  this  subject. 

We  found  a  long  time  ago  that  when 
it  comes  to  any  sort  of  corporate  decree,  the 
more  you  reduce  it  to  writing  the  more  you 
reduce  participation. 

It's  much  better,  we  learned,  to  create 
a  working  environment  in  which  communication 
is  a  two-way  process.  And  corporate  goals  are 
shared. 


So  that  your  code  of  ethics  is  expressl 
notNin  a  news  release,  but  in  the  release 
appropriate  thought  and  action. 

Nobody's  perfect,  but  it  seems  to  won 
As  our  chairman  put  it:  "The  cha 
acter  of  this  company  is  simply  a  reflection 
how  Pennwalt  people  think  and  act.  That's  ov 
code  of  ethics." 

And  so  it  is. 

Admittedly,  it's  an  approach  thj 
places  more  stress  on  the  integrity  and  goc 
judgment  of  our  people  than  on  manuals  fro: 
Personnel.  (A  lot  more  stress.) 

But  it  pays  off.  In  pride.  In  perforn 
ance.  In  a  belief  that  the  work  we  do  is  in 
portant.  And  in  the  enhancement  of  ou 
worldwide  reputation. 

You  might  say  it's  the  difference  bfl 
tween  a  bulletin  that  goes  up  on  the  board,  an 
the  life  that  goes  on  every  day. 

(We  have  a  brief  booklet  on  corporat 
citizenship  which  we  believe  covers  this  sub 
ject.  If  you'd  like- one,  just  write  our  Directo 
of  Corporate  Communications.) 

Pennwalt  Corporation,  Three  Parkway 
Philadelphia,  Pa.  19102. 


For  126  years  we've  been  making  things  people  need -including  profits. 

S3  Penwalt 


CHEMICALS  ■  EQUIPMENT 
HEALTH  PRODUCTS 


Levi  Strauss  didn't  fly  by  the  seat  of  their  pants. 

In  1959,  Levi  Strauss  &  Co.  came  up  with  another  new  wrinkle:  open  a  pants  plant  in  Georgia. 

The  first  question,  of  course,  was  "where?"  And  that's  where  C&S  came  in.  Our  Industrial 
Development  Department  helped  them  with  information— free  and  without  obligation— about 
everything  from  construction  sites  to  living  costs  to  wage  rates,  water  and  weather.  We  arranged 
rips,  joined  them  on  trips,  and  introduced  them  to  community  leaders  and  public  officials.  As  a 
esult,  Levi  Strauss  located  a  plant  in  Blue  Ridge,  Georgia. 

Since  then,  we've  helped  them  select  two  more  Georgia  plant  sites;  we've 
istablished  credit  for  them;  they  are  using  our  cash  management  services;  and 
ve're  serving  as  trustee  for  Levi  Strauss  industrial  revenue  bonds. 

We're  Georgia's  largest  statewide  banking  system.  And  no  matter  what 
'our  corporate  banking  needs,  we'd  like  to  work  with  you  the  way  we've  worked 
vith  Levi  Strauss  and  many  other  companies:  efficiently,  knowledgeably.  So  that 
rou  won't  have  to  fly  by  the  seat  of  your  pants.  Members  f.d.i.c. 


The  Citizens  and  Southern  Banks  in  Georgia 

Corporate  service  offices  in  Chicago,  Los  Angeles  and  New  York. 


If  you  don't  specify  copper  plumbing; 
you  could  be  left  high  and  dry" 


By  specifying  copper  tube,  the  owners  of 
lis  new  luxury  hotel  have  virtually  assured 
hat  their  guests  will  never  be  inconvenienced 
jy  temperamental  plumbing  due  to  piping 
ulure.  Under  normal  use,  copper  plumbing 
on't  clog,  rust  or  need  to  be  replaced.  And  as 
safety  factor,  copper  does  not  burn  or  produce 
Dxic  fumes  in  the  event  of  fire. 

But  even  if  you're  not  planning  to  build  a 
igh-rise  hotel,  copper  has  other  advantages 
,  hich  apply  to  every  kind  of  construction, 
iresent  or  future. 

Since  America  is  virtually  self-sufficient  in 


copper,  we  do  not  have  to  depend  on  the  whims  of 
foreign  suppliers.  This  is  not  true  of  some  other 
metals  and  petroleum-based  plastics. 

•  Over  40%  of  Americas  copper  needs  are  met 
through  recycling  copper  scrap. 

•  In  the  past  25  years,  coppers  salvage  value  has 
more  than  doubled. 

•  In  terms  of  energy  conservation,  a  pound  of 
copper  requires  less  than  half  the  amount  of 
energy  needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper 
and  a  substitute,  write  or  call  us.  We  dont  want 
to  see  you  left  high  and  dry. 


phelps 
dadae 

V  300  Park  Avenue.  New  York,  NY  1 0022 

Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 


the  Main 
Frame. 

Some 
central 
computers 
get  bogged 
down  by  nickel 
and  dime  jobs  from  distant  plants  and  offices. 
With  Harris  "intelligent"  terminals 
and  controllers,  remote  locations  can 
handle  routine  processing  on  the  spot, 
saving  main  frame  time  for  main  frame  work. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113. 


The  Harris  1600  Remote  Communications  Processor 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


U.S.  system,  it  often  has  been  said,  has  brought  more  prosperity  to 
j  :e  people  than  any  other  in  history.  But  not  without  trauma;  indeed,  it 
taj  often  seemed  a  death-defying  act.  In  rosy  retrospect,  the  act  has  some- 
lies  seemed  sheer  fun,  as  it  was  in  the  1920s,  when  the  U.S.  was  at  a 
Jith— history's  most  prosperous  and  blessed  nation.  President  Warren  G. 
if  ding  called  for  "normalcy  not  nostrums,"  and  his  successor,  Calvin 
rolidge,  a  sandy-haired  New  Englander  who  could  "keep  silent  in  16  dif- 
Jnt  languages,"  believed  in  a  light  hand  on  the  tiller.  It  seemed  the  best 
Jrse.  Times  were  better  than  ever  for  middle-class  Americans. 


SOODTIMES- 
IARD  TIMES 
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THE  NIGHT  BEFORE 

where  the  president  of  the  company,  his  secretary  and  the  office  boy  often  \j| 
all  buying  and  selling  at  margins  up  to  90%  in  the  amazing  bull  markel 
1929— and  making  money.  But  under  the  surface  were  weaknesses.  Farr|| 
had  never  recovered  from  the  collapse  of  1921.  Some  60%  of  American  fi 
ilies,  even  in  1929,  had  incomes  sufficient  for  only  the  bare  necessities.  It 
came  down  in  October  and  November  of  that  year. 
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While  their  taciturn  Presidi 
napped  up  to  four  hours  daily 
insure  that  he  could  sustain 
burdens    of  office,  Americ 
trend-setters  were  on  a  mad  p 
suit  of  pleasure.  "Flamin'  Mam 
sure-fire  vamp,  hottest  baby 
town..."  went  a  popular  song 
the  Roaring  Twenties  Q.  No  a 
captured  the  spirit  better  th\ 
artist  John  Held  Jr.  Q.  Ja 
Dempsey  and  his  wife,  actre 
Estelle  Taylor  Q,  appeared 
Broadway  in  The  Big  Fight 
1928.  Americans  violated  Pro, 
bition     by     the  millions 
speakeasies  Q  all  over  the  coit 
try.  The  costs  of  enforceme 
were  enormous;  in  1924,  wht 
the  federal  budget  was  propose 
at  $1.7  billion,  President  Coolid* 
wanted  to  spend  $28.5  million 
catch  rumrunners.  On  Sept. 
1929  the  Dow  Jones  industri 
average  hit  381.17,  a  mark  it  wt 
not  to  surpass  for  25  years  —  at 
the  next  month  started  tumblh 
down,    while   panicky  crow* 
gathered  outside  the  New  Vo 
Stock  Exchange 


mm 


Two-thirds  of  the  country  got 
through  the  Great  Depression 
by  belt-tightening.  The  others 
fcred,  some  terribly.  In  1932  the  National  Industrial  Conference  Board 
tnated  there  were  12.5  million  unemployed— nearly  25%  of  the  work 
fe.  The  economy  was  inexorably  inevitably  mnning  down.  On  Mar.  4, 
6>,  when  President  Herbert  Hoover  left  office  with  the  banks  closed  in  all 
i  a  handful  of  states,  it  had  come  to  a  complete  halt.  Said  Hoover:  uWe 
eat  the  end  of  our  string." 


The  "Okies"  Q  fled 
West  after  dust  storms 
ravaged  the  Great 
Plains.  In  1932 
"bonus  army"  World 
War  I  veterans  Q[  who 
marched  on  Washing- 
ton were  dispersed  by 
troops  under  the 
command  of  General 
Douglas  MacArthur. 
The  National  Recov- 
ery Act  was  a  curious 
attempt  to  legislate 
prosperity  but  the 
public  supported  it 
enthusiastically,  like 
these  carefully  massed 
San  Francisco  school- 
children Q. 


■n  il  ill  I  ill 
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When  Hoover's  successor,  Franklin  DeL 
Roosevelt,  took  over,  there  was  even  talk  of 
olution  around.  Roosevelt  threw  against 
hodgepodge  of  quintessential  American  tinkering  called  the  New  E 
that  changed  the  country  forever.  It  unshackled  labor.  It  put  in  place 
regulatory  machinery  largely  operating  today.  It  created  a  huge  fed! 
deficit— that  Lewis  Douglas,  Roosevelt's  first  budget  director,  warned  11 
could  mean  the  end  of  Western  civilization.  FDR  gave  people  hope.  He 
not  cure  the  Depression.  And  it  was  hope,  in  truth,  that  obviated  revoluti 
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As  the  Depression  deepened,  so- 
cial Salvationists  sprang  up  on 
both  left  and  right.  Huey  Long  Q, 
the  political  boss  of  Louisiana, 
proposed  a  "Share  Our  Wealth" 
program  to  distribute  $5,000  to 
$6,000  to  every  family  in  the  U.S. 
He  was  assassinated  on  Sept.  8, 
1935  in  a  corridor  of  the  Louisiana 
State  Capitol  in  Baton  Rouge.  Earl 
Browder  Qj],  Communist  candi- 
date for  President  of  the  U.S., 
polled  only  79,211  votes  in  1936, 
the  party's  high-water  mark;  labor 
unions  never  allowed  communism 
more  than  a  temporary  foothold. 
John  L.  Lewis'  HJ  new  CIO, 
founded  in  1935,  organized  Gen- 
eral Motors  and  the  Ford  Motor 
Co.  where  future  CIO  president 
Walter  Reuther  |Q  (left)  was  sav- 
agely beaten.  Then  came  U.S. 
Steel,  biggest  corporation  in  the 
U.S.  The  CIO  then  failed  to  or- 
ganize "Little  Steel."  But  those 
would  fall  in  line  later,  and  at  the 
end  of  World  War  II,  14.8  million 
U.S.  workers  would  belong  to 
unions.  By  the  end  of  the  Thirties, 
Americans  found  a  symbol  of  hope 
—  the  great  World's  Fair  of  1939 
IT1 ,  built  in  Flushing  Meadow, 
Queens,  N.Y. 
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ICTORY  MACHINE 


What  really  cured  the 
Depression  was  World 
War  II.  By  the  end  of 
1  the  U.S.  was  spending  money  at  five  times  the  peak  rate  of  World 
P  I.  In  1939,  after  six  years  of  the  New  Deal,  9.5  million  people  were  still 
employed.  By  1945  unemployment  had  virtually  disappeared.  The  gross 
tfonal  product  rose  from  $91  billion  to  $166  billion.  The  average  income 
v  family  doubled  in  some  cities.  Exactly  as  26  years  earlier,  the  U.S. 
?rged  from  a  great  war  the  most  prosperous  nation  on  earth. 


During  World  War  II  U.S.  industry 
produced  296,429  planes,  76,487 
ships,  372,431  artillery  guns,  5.8 
million  tons  of  bombs,  102,351  tanks 
and  self-propelled  guns,  2.5  million 
trucks  and  41.6  billion  rounds  of 
ammunition  between  1940  and  1945. 
By  the  end  of  the  war  a  Liberty  ship 
EQ  that  took  a  year  to  build  in  1941 
could  be  put  together  in  14  days.  By 
1944  some  3.5  million  women  Q| 
were  working  in  defense  plants  — 
enshrining  "Rosie  the  Riveter"  as  a 
heroine  of  the  war.  Roosevelt  B3  was 
elected  to  a  third  term  in  1940,  a 
fourth  term  in  1944,  died  just  before 
the  war  ended.  By  1946  nearly  12.8 
million   veterans   had  been  dis- 


I  Rights,"  provided  education 
*  home  mortgages  and  insurance  to 
1  millions  of  them  —  as  well  as  a  $20- 
I  a- week  "readjustment"  allowance  to 
unemployed  veterans  for  52  weeks 
after  they  returned  to  civilian  life. 
The  U.S.  experimented  with  a  con- 
trolled economy  during  the  war, 
when  the  Office  of  Price  Administra- 
tion controlled  prices  and  the  War 
Labor  Board  wages.  One  young  OPA 
officer  went  on  to  become  a  jour- 
nalist and  then  a  popular  economist 
—  John  Kenneth  Galbraith  G3-  The 
war  gave  great  impetus  to  science 
and  technology.  Penicillin  was  first 
described  and  named  by  Sir  Alexan 
der  Fleming  IT!  in  1929,  but  it  was  t 
until  the  war  years  that  mass 
duction  came.  Greatest  (and  most 
chilling)  scientific  achievement  of 
the  war:  the  atomic  bomb. 
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WH'AlAlffcAlA  In  the  1950s,  both  the  U.S.  and  the  & 

■iBl^^l        M^fe  Union  exploded  hydrogen  bombs.  "The  a 

I  w%M  hilation  of  any  life  on  earth,"  said  A] 

Einstein,  uhas  been  brought  within  the  range  of  technical  possibilit 
The  U.S.  went  to  war  again— in  Korea,  where  33,629  Americans  would 
The  Russians,  using  the  mighty  rockets  developed  for  their  nuclear  i 
heads,  launched  the  world's  first  man-made  satellite.  Bracketed  by  tl 
events,  the  1950s  were  a  strange  and  tense  decade— but  one  of  mate 
affluence  nonetheless.  Wars  and  rumors  of  war— but  prosperity. 


!,22 
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Senator  Joseph  McCarthy  23  was  « 
leal  exploiter  of  the  wave  of  domes 
suspicion  attending  the  Cold  War,  u  h 
reached  Its  height  In  the  1950s.  T 
Wisconsin  senator  terrorized  the  Stt 
Department  with  allegations  that  t 
government  was  honeycombed  tvi 
Communists.  In  1954  the  Arm 
McCarthy  hearings  before  a  Sena 
subcommittee  were  eagerly  watched  < 
TV  by  millions,  led  ultimately  to  McCc 
thy's  formal  criticism  by  the  Senai 
Black  contralto  Marian  Anderson  | 
had  been  denied  use  of  Constitute 
Hall  by  the  Daughters  of  the  Amerla 
Revolution  In  1939.  In  1955  she  capp\ 
her  career  by  singing  at  the  Metropo 
tan  Opera  House  In  New  York.  The  h 
drogen  bomb  E£]  was  first  exploded 
1954  by  the  U.S.  The  Soviets  soon  ft 
lowed  suit,  then  launched  the  first  ear 
satellites  EE  and  the  first  men  In  spat 
Frank  Costello  23,  an  aging  mobst* 
was  the  central  figure  In  another  tei 
vised  Senate  hearing  In  1951  and  19i 
before  the  Kefauver  Crime  Commltte 


I 


ONVULSIONS 


'The  employers  will  love  this 
generation,"  said  Clark  Kerr,  pres- 
iVl  m  wm%Mlm^9m%9m  m%M  ident  of  the  University  of  Cali- 
la  at  Berkeley,  in  1959.  'They  are  going  to  be  easy  to  handle."  In  the 
$  decade,  the  young  people  he  thought  so  manageable  had  devastated  his 
apus.  The  civil  rights  movement  turned  to  violence.  A  president  was 
^sinated.  Another  was  forced  from  office.  But,  then,  just  as  many  Amer- 
is  began  to  despair  of  their  society,  things  quieted  and  people  went 
I;  to  worrying  about  how  to  balance  the  family  budget. 
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In  1967  tens  of  thousands  of  young 
people  converged  on  the  Haight- 
Ashbury  district  of  San  Francisco 
for  what  they  called  "the  summer 
of  love."  It  could  not  have  been 
more  misnamed.  During  the  long 
hot  summer  that  followed,  riots  or 
disturbances  broke  out  in  dozens 
of  cities  across  the  country.  One  of 
the  worst  was  in  Newark  where 
26  persons  were  killed  and  over 
1,500  injured.  After  the  Reverend 
Dr.  Martin  Luther  King  Jr.,  leader 
of  the  black  civil  rights  movement 
and  Nobel  Prize  winner  in  1964, 
was  assassinated  in  1968,  his 
widow  Coretta  £2  carried  on  his 
work.  King's  movement  began  with 
the  Montgomery,  Ala.  bus  boycott 
in  1955.  Mick  Jagger  G2»  leader  of 
the  Rolling  Stones,  performs  on 
the  group's  1971  tour.  It  ended  in 
violence  in  the  community  of  Al- 
tamont  ^]  in  northern  California, 
where  a  spectator  was  fatally 
beaten  by  Hell's  Angels  "security 
guards."  A  wave  of  bombings  and 
violence  against  business  broke 
out  in  the  late  1960s  and  early. 
1970s,  especially  in  California, 
where  this  Bank  of  America 
branch      was  bombed. 


GETTING  PAST  IT 


A  citizen  of  the  U.S 
in  1917  has  lived  thrd 
four  foreign  wars,  a  j 
depression  plus  some  four  severe  recessions,  and  domestic  turmoil  unequ 
in  a  similar  period  since  the  Civil  War.  Through  it  all,  the  U.S.  econ 
has  survived  and  done  its  job.  For  identical  reasons  on  both  sides,  the 
tract  between  U.S.  business  and  the  society  it  serves  has  been  strained 
never  broken.  The  flexibility  of  U.S.  business  derives  from  its  "Ameri 
ness"— impulses  toward  egalitarianism  and  classlessness.  For  exactly  tJ 
reasons,  Americans  have  retained  their  faith  in  it. 
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B  'it  h» 

ft                  v.?.1  i 

the  waste  watchers 
ind  see  how  the  right  paper  service 
can  give  you  more  for  your 
maintenance  dollar. 


Bigger  is  better. 

When  it  comes  to  saving  mainte- 
nance time,  a  bigger  paper  service 
is  almost  always  better.  And  Fort 
Howard  has  a  bigger  paper  service 
for  almost  every  need. 

Like  a  large-roll  tissue  service 
and  a  large-roll  towel  service  that 
cuts  changing  time  almost  in  half. 
And  a  folded  towel  service  that 
uses  a  larger  cabinet  to  cut  refills 
and  reduce  refilling  time. 


Billow®  Tissue  is  bigger. 

Take  our  Billow  tissue,  for  example. 
It  has  1800  sheets  in  each  roll.  Yet  it 
will  fit  on  most  fixtures  that  hold 
a  standard  1000-sheet  roll  of  tissue. 

The  result?  Your  maintenance 
man  has  to  come  around  less  often. 
So  he  has  more  time  for  other  duties. 
Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher.  Before 
another  minute  slips  away. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 


The  taming 
of  a  rough  diamond. 

You  are  looking  at  the  two  most  important  stages  of  a  diamond, 
nature  formed  it.  And  as  man  transformed  it. 

The  search.  Created  in  darkness,  and  born  of  volcanic  eruption, 
righ  diamonds  are  usually  found  embedded  deep  within  volcanic  rock  or 
lied  under  tons  of  sand.  Forcing  man  to  move  mountains  to  track  them  down. 

The  capture.  It  is  the  cutter  who  tames  a  rough  diamond.  A  master 
10  never  goes  against  the  nature  of  the  stone.  He  works  with  it  to  bring  out 
I  best  that  it  can  be.  Seeing  an  infinity  of  possibilities,  he  seeks  out  the  one 
p  above  all  others.  In  size,  color,  clarity  and  shape.  For  the  destiny  of  each 
d  every  diamond  is  entirely  in  man's  hands. 

The  conquest.  This  is  a  3-carat  emerald  cut  diamond  worth  approx- 
ately  $18,000.*  It  is  a  rare  breed.  Because  it  is  large,  and  large  diamonds 
I  becoming  scarcer  every  day.  And  it  is  an  emerald  cut,  a  very  uncommon 
t  for  diamonds  today  A  magnificently  proportioned  diamond  that  acts 
e  a  million  prisms.  An  individual  with  a  character  and  a  personality  all  its 
/n.  Tamed,  as  all  diamonds  are,  to  behave  beautifully  Forever. 


A  diamond  is  forever. 

"This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mine; 


"66  of  the  top  100  companies  bank  at  Seattle-First!' 


Among  the  top  100  companies  in  Fortune's  500,  66  do  business 
with  Seattle-First  National  Bank. 

Many  of  those  companies  also  bank  in  New  York.  Almost  all 
of  them  began  banking  east  of  the  Mississippi.  And  when  they  wanted 
a  West  Coast  bank,  they  started  looking  in  San  Francisco. 

If  they  hadn't  kept  their  ears  open,  they  might  not  have  tried 
Seattle-First.  Instead,  our  reputation  for  good  management, 
commitment  and  innovation  rose  above  huge  competition. 

Seattle-First  National  Bank.  One  of  the  25  largest  banks 
in  the  U.S.,  wielding  assets  of  over  $5  billion.  And  perhaps  best  known 
by  the  companies  we  keep. 

For  details,  call  the  Corporate  Banking  Division:  (206)  583-6640. 


SEATTLE-FIRST 
NATIONAL  BANK 


Fact  Sheet 


iter  national 


U  International  Corporation  is  a  diversified  company  with  major  interests  in  ocean  shipping,  land  transportation,  distribution 
jrvices,  utility  services,  industrial  products  and  services,  and  agribusiness  products  and  services.  IU  evolved  from  a  utilities 
olding  company  founded  in  1924.  Today,  IU's  decentralized  operating  units  provide  services  and  products  to  customers  in 
i5  countries  around  the  world. 

Tie  company  has  approximately  35,000  employees  and  42,000  shareholders.  It  is  headquartered  in  Wilmington,  Delaware, 
nd  maintains  executive  offices  in  Philadelphia,  Pennsylvania.  IU's  capital  stock  is  listed  on  the  following  exchanges:  New 
'ork,  Philadelphia,  Midwest,  Pacific,  Toronto,  Montreal,  Vancouver,  London,  Amsterdam,  Oslo  and  Tokyo. 

financial  Highlights — 1976 

Revenues:  $2.0  billion 

>Jet  Earnings:  $42.4  million 

earnings  Per  Share:  $1.25 

)ividends  Per  Common  Share:  $.875  (Current  annual  rate  is  90£  per  share;  IU's  shareholders  have  received 

a  higher  per-share  dividend  payout  for  32  consecutive  years.) 

Ihareholders'  Equity  Per  Share:  $18.13 

otal  Assets:  $2.4  billion 

Capital  Expenditures:  $370.0  million 

Major  Markets 

)cean  Shipping- — Gotaas-Larsen,  one  of  the  world's  major  independent  shipping  companies,  owns  and/ or  operates  a  fleet 
>f  more  than  50  vessels,  including  oil  tankers,  bulk  carriers,  product/ chemical  carriers,  semi-submersible  oil  drilling  rigs, 
.nd  passenger  cruise  ships.  The  company  has  diversified  most  recently  into  liquefied  natural  gas  (LNG)  carriers,  and  has 
.  20-year  charter  for  the  transportation  of  LNG  from  Abu  Dhabi  to  Japan. 

^and  Transportation — Pacific  Intermountain  Express  (P-I-E)  and  Ryder  Truck  Lines  are  each  among  the  largest  motor 
arriers  in  the  United  States,  and  together  serve  nearly  every  major  city.  The  two  truck  lines  have  more  than  16,000 
lieces  of  equipment  providing  services  through  500  general,  bulk  and  special  commodity  terminals. 

)istribution  Services — IU's  distribution  services  subsidiaries  supply  paper,  janitorial  and  hospital  supplies  in  27  states; 
nstitutional  food  products  in  five  Southeastern  states;  dental  supplies,  equipment  and  laboratory  services  in  26  states;  and 
,  variety  of  mill  supplies,  piping,  and  plumbing,  heating  and  electrical  supplies  to  industrial  companies  and  contractors 
n  15  states  in  the  Southeast  and  Midwest. 

Jtility  Services — Canadian  Utilities  Limited*,  a  66% -owned  Alberta-based  subsidiary,  supplies  natural  gas  to  257 
ommunities  and  electricity  to  368  communities  in  Canada.  General  Waterworks  Corp.*  provides  fresh  water  to  more 
tian  340,000  customers  in  the  United  States. 

ndustrial  Products  and  Services — IU's  waste  management  services  subsidiaries  process  slag  and  reclaim  scrap  for  steel 
nills  in  15  countries;  quarry  and  process  lime  and  related  materials  for  construction  and  pollution  control  applications; 
nd  market  a  service  which  converts  pollutants  from  smokestack  emissions  at  electric  utility  plants  into  stable  landfill 
nd  construction  materials.  IU's  manufacturing  subsidiaries  make  valves,  piping,  flow  control  systems,  and  related 
omponents  for  the  power,  petroleum,  chemical  and  gas  processing  industries. 

agribusiness  Products  and  Services — C.  Brewer  and  Company,  Limited*,  IU's  53% -owned  Hawaiian-based  agribusiness 
ompany,  has  diversified  from  its  traditional  base  in  sugar  growing  into  molasses,  macadamia  nuts,  cardamom  spice, 
offee,  potatoes,  rice,  guava  and  prawns.  The  company's  agribusiness  consulting  services  help  produce  food  more  efficiently 
n  several  developing  nations. 

These  subsidiaries  have  publicly  traded  securities  outstanding. 


7or  copies  of  annual  and  quarterly  reports  to  investors,  write  to  Corporate  Affairs  Department, 
V  International,  1500  Walnut  Street,  Philadelphia,  Pennsylvania  19102. 


[Ire  was  nothing  peculiarly  American  about  the  development  of  the  motor 
ajWhat  was  quintessentially  American  was  the  concept  of  the  car  as  a 
is  consumer  product  that  would  eventually  make  the  horse  and  buggy 
! anomaly.  That  essentially  democratic  notion  propelled  Henry  Ford  into 
^mbly-line  techniques,  and  by  1917  he  had  cut  the  price  of  his  Model  T  in 
It,  to  $450.  Other  automakers  adopted  the  assembly  line  and  cut  their 
ajes,  too.  By  1925,  when  the  Model  T  cost  a  mere  $290,  there  were  17.5  mil- 
i  cars  in  America— nearly  one  to  a  family.  Now  there  are  nearly  100  million. 
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'WHIP  nAHII  Shortly  after  World  War  I  the  turning  p 
J  J  fta  K  I  MB  I  I  came:  For  the  first  time,  less  than  half  of  Ai 
hi  II^JPNU  ica's  citizens  still  lived  and  worked  on 
farm.  As  people  and  goods  continued  to  pour  into  the  metropolitan  a} 
the  nation's  highway  system  grew  to  its  present  3.8  million  miles.  An* 
the  country  was  transformed  from  an  agrarian  to  an  industrial  society 
19th-century  isolation  of  rural  America  was  broken  down:  Today, 
the  country's  roads  are  surfaced,  compared  with  less  than  14%  in  1917, 


The  national  highway  network,  capped  by  \\ 
$89. 2 -billion  interstate  highway  system  —  lari 
public  works  project  in  the  history  of  the  wort 
completed  the  transformation  of  America.  As  l| 
roads  developed,  the  railroads  lost  more  and  mcl 
business  to  trucks  Q,  which  now  account  for  mcl 
than  20%  of  intercity  freight  shipments.  And  col 
muter  rail  service  Q,  once  crippled  by  the  car, 
now  touted  as  one  answer  to  urban  congestion  a 
pollution.  The  Merritt  Parkway  Q  was  one  of  t\ 
first  "superhighways"  in  the  U.S.  Called  the  Que 
of  the  Parkways,"  it  cost  $21  million  to  build  a 
opened  in  September  of  1940.  This  interchange 
of  the  Hollywood,  Santa  Ana,  Pasadena  and  Hi 
bor  freeways  in  Los  Angeles  carries  traffic  onfo 
different  levels.  Known  popularly  as  "The  Stack," 
handles  375,000  vehicles  a  day. 
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■  The  automobile  gave  Americans  the  freedom  to 

PP  live  in  one  place,  work  in  another  and  play  in  yet  a 
IhI     mm  third,  thus  pioneering  the  suburb,  bleeding  the 

in  city  and  opening  up  the  country  to  recreation.  Americans  now  own 
n;agh  vehicles  to  get  everyone  in  the  country  in  the  front  seat.  Four  of 
ry  five  of  us  go  to  work  by  car.  The  price  tag  is  impressive,  too.  In  1974 
:;pent  $50  billion  to  buy  new  and  used  cars,  and  the  next  year  the  nation 
out  $28  billion  to  maintain  them,  nearly  $40  billion  for  gas  and  oil. 


It  started  after  World  War  II  with 
Levitt  own  on  Long  Island,  and 
now  the  pattern  Q  is  familiar 
all  over  the  country:  rows  of 
similarly-produced  houses  on 
identical  plots  of  land.  The  car 
gave  the  average  man  a  shot  at 
his  own  piece  of  the  country,  and 
created  the  modern  suburb.  Get- 
ting away  from  it  all  EX,  we  often 
end  up  in  each  others*  laps: 
Here,  campers,  trailers  and  dune 
buggies  battle  for  a  piece  of 
Pismo  Beach,  Calif.  The  Ameri- 
can passion  for  convenience  has 
spawned  the  drive-in  culture  D- 
We  can  bank,  drop  our  laundry 
or  get  lunch  without  abandoning 
our  auto.  Howard  Johnson's, 
Holiday  Inn,  McDonald's  and 
other  big  companies  are  based 
on  the  mobility  of  the  car.  So  is 
much  of  the  recreation  industry. 
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A«v|  ■  When  it  first  appeared  on  America's  highways,  it  wai 
£  VI  t  odd-looking  little  plaything  and  there  was  serious  di 
y|  I  LKl  it  could  ever  compete  with  the  trusty  bicycle.  Now,  or 
every  six  of  us  makes  his  living  in  the  motor  vehicle  business,  whic] 
turn  represents  nearly  one-fifth  of  the  gross  national  product.  Amen< 
spend  a  tenth  of  their  income  on  cars,  and  the  success  of  the  automc 
industry  supports  the  huge  steel  and  rubber  industries,  as  well  as  dozei 
smaller  industries  throughout  the  country. 


Illlllllll 
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I  was  Henry  Ford's  genius  to  spot  the  mass  production 
:ential  of  the  car,  it  was  Alfred  Sloan  at  General  Motors  who 
derstood  mass  marketing.  The  General  Motors  Acceptance 
rporation  introduced  liberal  credit  and  GM  put  a  pre- 
um  on  style  with  annual  model  changes.  Result:  Ford  ( 
ji  55%  of  the  market  in  1921;  today  GM  has  60%.  Now, 
>ugh,  the  emphasis  is  returning  to  the  sort  of  economy 
i  durability  that  was  offered  by  the  homely  Model  T. 


Harley  J.  Earl  of  GM  was 
inspired  by  the  tail  fins 
on  a  World  War  II  bomber 
and  put  them  on  a  1948 
Cadillac;  they  dominated 
styles  through  the  Fifties 
(above).  In  1959,  10,000 
white-collar  workers  from 
Ford  Q  gathered  in  Dear- 
born, Mich,  to  pay  homage 
to  the  first  Falcon.  The 


had  done  it 
the  public 
ed  the  car. 

ds  ED  *°  an' 

tiques,  style  is  often  a  mat- 
ter of  personal  expression. 


1934 
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STATUS 


The  authors  of  Middle- 
town,  a  study  of  modern 
American  culture,  dis- 
covered that  many  of  the  inhabitants  of  the  medium-sized 
city  they  had  chosen  to  examine  were  car-crazy.  "I'll  go* 
without  food  before  I'll  see  us.  give  up  the  car,"  snapped  one 
woman.  Indeed,  the  car  became  a  measure  of  status.  Even  now,  a 
good  many  Americans  still  define  their  egos  in  terms  of  their  cars. 


Like  other  things  people  consider  central  to  their  lives, 
cars  must  express  their  owners*  personalities.  The 
radiator  cap  from  the  1932  Packard  Series  900  Coupe 
Roadster  shown  at  the  top  of  the  page  depicts  the 
winged  god  Mercury.  The  car  it  ornamented  was  expen- 
sive for  the  times;  it  cost  $1,940.  Through  the  years 
there  have  been  innumerable  automotive  fads.  One  of 
the  latest  is  to  turn  a  lowly  van  into  a  home  on  wheels 
and  vans  have  become  a  hot-selling  item  with  De- 
troit. The  cheap  used  car  Q];  In  1974,  62%  of  the  autos 
purchased  were  secondhand  —  and  the  extension  of 
credit  makes  it  possible  for  a  worker  to  put  down  a 
fraction  of  a  day's  pay  and  drive  out  of  the  lot.  The  au- 
tomobile show  QJ,  an  American  institution  in  which 
new  models  and  prototypes  are  tested  on  the  public, 
often  transmits  its  commercial  message  with  a  visceral 
appeal  to  power  and  sensuality.  The  amount  of  money 
loaned  for  new-  and  used-car  purchases  03  has  climbed 
virtually  every  year  since  World  War  H.  In  1947  less 
than  $2  million  in  credit  was  outstanding;  by  the  early 
Seventies  it  had  reached  $50  million. 


We  put  it  all  toqether. 
The  Any  Car  Loan. 


.....  s.Wfl 
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[HE  COST 


The  worst  year  was  1972,  when 
nearly  57,000  people  were  killed  j 
in  auto  accidents— since  the  turn 
i  Le  century,  over  2  million  have  died.  Exhaust  fumes  have 
luted  the  air.  And  the  6  million  to  7  million  cars  junked 
E|L  year  cause  a  visual  pollution.  Perhaps  more  than  any 
ir  product,  the  motor  cpv  raised  the  standards  of  comfort 
I  enjoyment  for  the  average  American — but  not  without  costs. 


among  us  has  not  waited  in  interminable 
Wic  jams  IH  for  the  privilege  of  hunting  the 
wive  parking  spot?  A  concerted  effort  to 
^America's  junked  cars  to  use  has  resulted 
vur  out  of  five  junked  vehicles  being  recy- 
1  EQ*  according  to  scrap  processors.  The 
ingestion  of  urban  areas  is  reflected  in  this 
i  king  lot  at  Aqueduct  Race  Track  in  New 
|c  m.  The  damage  done  by  air  pollution 
»  a  serious  national  problem,  and  its 
\al  cost  has  only  recently  led  to  a  national 
irt  to  clean  the  air.  The  expense  borne  by 
\lauto  industry  itself  has  been  enormous: 
^officials  say  they  spent  $454  million  in 
4  on  vehicle  emissions  controls;  Ford 
in*  $357  million  that  same  year  and 
lysler  spent  $257  million  the  next  year.  All 
e  now  are  working  to  meet  tough  federal 
hage  requirements  and  that  has  its  effect 
vwhere;  one  of  the  sources  of  the  steel  in* 
try's  current  problems  is  the  decreasing 
>unts  of  steel  used  in  newer  cars.  In  1975, 
most  recent  complete  year  available  from 
National  Highway  Traffic  Safety  Adminis- 
ionf  there  were  an  estimated  16.5  million 

0  accidents  VF\,  causing  over  45,000 
ths  and  $11.4  billion  in  property  damage, 
dollars'and-cents  cost  of  traffic  fatalities 

1  injuries  (wage  losses,  insurance  pay- 
its,  funeral  and  hospital  costs)  came  to  a 
jgering  $36  billion  that  year. 
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*WI  ■■■  H%H  ■%  MB  HH||  Stanley  Marsh  of  Amanita, 

r|  Iff    I^uKMmi  i  ^as  mac^e  n*s  statcmcnt  on 

I  I  !■  HI  IHUlfll  paradox  of  the  ear  by  burying 
Cadillacs  up  to  their  door  handles  in  the  dry  Southwest  soil.  As  the  eml 
of  a  society  baffled  by  its  own  device,  it's  not  bad.  But  there  is  no  rea 
believe  that  the  car  is  in  the  midst  of  any  such  disappearing  act.  Each 
more  people  have  been  willing  to  pay  more  money  for  cars,  even  the 
problems  of  fuel  supply  and  pollution  control  have  strained  the  ave 
American's  love  affair  with  the  automobile. 


Marsh  is  a  member  of  a  wealthy  Texas  family  that  has  derived  its  money  from  s\ 
traditional  Texas  sources  as  natural  gas  and  cattle.  But  he  is  also  a  collector  ano\ 
tron  of  the  arts.  He  sponsored  the  creation  of  "Cadillac  Ranch"  by  a  grou 
artists  and  architects.  It's  art  with  a  social  message;  but  whether  it's  prophet 
something  else  again. 
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Inside 
story. 

You've  seen  our  little 
train  station  before.  And  if 
you've  ever  wondered  what 
it  looked  like  on  the  inside, 
here  it  is. 

At  Employers  Insurance, 
we  "borrowed"  the  Wausau 
depot  about  25  years  ago  for 
our  company  trademark. 
Now,  we  actually  own  it. 

The  trains  are  gone  now. 
But  the  little  station  will 
have  a  long  and  useful  life  as 
a  constant  reminder— to  us, 
and  to  our  policyholders— 
that  business  insurance  is  a 
two-way  track. 

Our  guidance  and  know- 
how  can  help  you.  But  your 
commitment  and  actions  are 
just  as  necessary.  It  takes 
this  kind  of  partnership 
effort  to  control  losses.  And 
that's  still  the-best  way  to 
control  business  insurance 
costs. 

We  want  business  insur- 
ance to  work  for  a  living. 
That's  the  Wausau  story. 


Come  to  the  source 


Employers  Insurance  of  Wausau 

Wausau.  Wisconsin 


What  can  an  airline  do  for  you  beyond  the  expeci 


THE  ULTRATOUCH 
OF  HALSTON  &  LEATHER 
SEATS  IN  FIRST  CLASS 


Halston,  the  man  whose  name  has  come  to  mean  elegance  and 
simplicity  in  American  fashion,  will  soon  distinguish  the  new  wardrobe  of 
Braniff  flight  attendants.  His  designs  in  soft  muted  beige  and  ivory  will 
blend  with  new  all-natural  leather  seats  to  give  you  superior  quality  and 
comfort  in  what  you  see  and  experience  in  flight. 

Whether  travelling  in  first  class  or  in  coach,  these  are  just  some  of 
the  things  an  airline  can  do  for  you  beyond  the  expected. 


BRANIFF  GETS  YOU  THER 


AND  IN  COACH. 


7TTH  HYING  COLORS 


Georgia. 
We  take  care  of  your  business 
by  minding  our  own* 


Recently,  zero  base  budgeting 
and  government  reorganization  have 
been  very  much  in  the  news. 
They've  been  working  in  Georgia 
since  1972.  And  to  good  advantage. 
Because  our  state  constitution  man- 
dates a  balanced  budget,  industry 
isn't  called  on  to  take  up  the  slack  for 
fiscal  irresponsibility.  You'll  find  us 
businesslike  when  it  comes  to  such 
things  as  environmental  issues,  too. 


Governor  George  Busbee  and  our 
state  legislators  want  new  industry. 
They  know  that  a  sure  way  to  foster 
business  in  the  private  sector  is  to 
practice  good  business  in  the  public. 

For  instance,  the  local  option  in- 
ventory tax  exemption  was  enacted 
last  year.  Our  corporate  income 
taxes  have  risen  only  once  in  12 
years — a  total  of  1%  —  while  our  in- 
dustrial base  has  soared. 

And  our  industrial  base  has 
climbed  because  of  an  independent 
and  productive  labor  force.  Available 
and  reliable  energy.  Transportation 


and  distribution  facilities  unequalled 
in  the  South.  And  communities  that 
genuinely  welcome  new  business. 

For  more  information  on  an  en- 
vironment that  yields  profit,  contact 
Milt  Folds,  Commissioner,  Georgia 
Dept.  of  Industry  and  Trade,  404/ 
656-3556,  Box  1776,  Atlanta,  GA 
30301,  Dept.  FB-81. 

Georgia 


Allied  Van  Lines: 


THE  WORLD'S 
LARGEST 
AND  MOST 
TRUSTED 
MOVER 


ICC  NO.  MC-15735 


Last  year  175,813  families  trusted 

Allied—that's  61,510  more  families 
than  any  other  mover. 

Call  your  Allied  agent.  He's  listed 

in  the  Yellow  Pages. 


Source:  1976  Carriers  Performance  Report. 
Total  of  3  shipment  types  (National  Account, 
COD/Prepaid  and  Department  of  Defense). 


ASARCO 

is  basic  in  minerals. 


People  tend  to  think  of  Asarco  primarily  as  a  producer  of  nonferrous  metals 
like  copper,  lead,  zinc,  and  silver.  We  also  have  a  strong  position  in  minerals. 
Our  coal  mines  supply  a  group  of  Midwest  utilities.  Our  asbestos  operation  is 
among  the  largest  and  most  efficient  in  the  industry.  Our  ilmenite  is  the  raw 
material  for  the  production  of  titanium  dioxide  pigment  used  in  the  manufac- 
ture of  paints,  papers  and  plastics. 

The  world  always  needs  metals  and  minerals.  Asarco  has  a  solid  stance  in 
24  of  them,  all  the  way  from  mine  to  market.  We  continue  to  explore  for  new 
ore  deposits  so  there  will  be  ample  supplies  of  these  vital  materials  for  future 
generations.  ASARCO  Incorporated,  120  Broadway,  New  York,  N.Y.  10005. 


ASARCO 


Basic  in  resources 


b  sexual  revolution  isn't  quite  as  new  as  young  people  may  diink.  Sex  was 
triinly  on  people's  minds  when  Claudette  Colbert  watched  Clark  Gable 
h  off  his  shirt  in  the  1934  movie  It  Happened  One  Night,  revealing  a  bare 
S.<;t.  The  sight  of  the  topless  Gable  caused  women  to  sigh  and  men  by  the 
jLdreds  of  thousands  to  stop  wearing  undershirts.  Since  then,  The  Pill, 
.  3ility  and  Affluence  all  have  enabled  people  to  indulge  their  fantasies 
-  ^xual  and  otherwise— in  ways  their  forebears  scarcely  dared  dream. 


fJUUES 


1 1 
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TUE  UfflV  IT  Ml  AS  the^e^dSgs^  hkl 
I  ■  I  Wm  W  WWW  I  ■  I  ■  inil  free.  When  the  ehurch 
nic  gave  way  to  the  backyard  barbecue,  it  presented  a  business  opportux 
When  unquestioning  patriotism— and  its  cousin,  boosterism— gave  wa 
environmentalism,  the  impact  on  business  was  staggering.  In  1917  wor 
still  did  not  have  the  right  to  vote,  cigarettes  were  against  the  law  in  ij 
and  Iowa,  and  only  one  marriage  in  ten  ended  in  divorce  (compared  vj 
about  one  in  two  now).  All  this  "emancipation"  created  both  challe 
and  opportunities  for  alert  business  people. 


Allegiance  to  the  flag  was  one  of  the  best-taught  scl\ 
lessons  Q  in  the  Thirties.  Later  the  outstretched 
gave  way  to  a  hand-over-heart  salute,  and  U.S.  pai\ 
tisnt  remained  at  a  peak  through  the  1950s.  Then  sal 
thing  changed.  There  were  fewer  young  faces  am  I 
U.S.  churchgoers,  and  more  of  them  among  a  groul 
number  of  angry  radicals.  Patriotism  —  at  least  t\ 
porarily  —  was  no  longer  unquestioning.  Picnics | 
like  this  seemed  an  image  from  a  tranquil  past. 


1 


-a 


1 
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ME  WAY  IT  IS 


When  some  businessmen  applauded 
Rachel  Carson's  1962  book,  Silent 
Spring,  as  a  long  overdue  expression 
fjoncern  for  the  environment,  they  little  realized  it  would  eventually  cost 
im  billions  of  dollars.  In  a  complex  modern  society,  values  are  no  longer 
&rate  matters;  they  affect  the  whole  society.  In  an  age  when  inner  peace 
fcn  is  sought  on  the  psychiatrist's  couch  or  at  the  feet  of  gurus  (imported 
ifLomegrown)  instead  of  at  church,  tranquillity  is  expensive.  In  an  age  of 
acissism  the  loquacious  old-time  barber  gives  way  to  the  modish  young 
In  with  a  hair  dryer. 


Rachel  Carson's  EM  1962  best-sell- 
ing Silent  Spring  warned  of  coming 
environmental  crisis.  It  touched 
off  a  congressional  investigation 
and  eventually  threw  the  $330- 
million  pesticide  business  for  a 
heavy  loss.  At  the  height  of  the  en- 
vironmental movement  that  fol- 
lowed, du  Pont  estimated  that  it 
would  spend  30%  of  its  1976-85 
budgets  on  devices  to  protect  the 
environment.  "The  Emergency  Co- 
alition To  Stop  The  SST,"  kept  the 
$3  billion  British-French  Concorde 
Q  superjet  out  of  New  York  on  the 
grounds  that  it  caused  "noise  pol- 
lution." Hedonism  was  on  the  up- 
swing as  family  ties  declined.  By 
1977  half  of  all  U.S.  households 
had  only  one  or  two  occupants,  a 
far  cry  from  the  five-children 
families  of  the  1920s.  Singles' 
apartment  houses,  some  with 
elaborate  recreational  facilities 
Q  ,  began  springing  up  through- 
out the  country.  The  Sixties  was  a 
decade  of  controversy  about  the 
length  of  a  man's  hair.  But  by  the 
Seventies  even  Texas  lawmen  like 
Police  Chief  Don  Morris  of  Webster 
Q  were  sitting  still  for  their  hair- 
dresser's blow  dryer  —  and  paying 
as  much  as  $25  for  a  haircut.  With 
conventional  religion  increasingly 
out  of  style,  gurus  like  15-year-old 
Maharaj  Ji  Q  —  and  some  of  more 
substance  —  were  in  dematt 
But  where  a  few  coins  in  the  col 
tion  plate  on  Sunday  once  mm 
economic  cost  of  the  spiritu 
peace  of  mind  can  cost  thot 
of  dollars  now. 


Ufei 
nda 
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EQUITIES 


Women  who  marched  in  suffragette  parade 
1919  have  granddaughters  who  can  become  J 
men,  truck  drivers,  railroad  engineers,  West  P 
cadets.  Their  grandmothers  might  now  be  demonstrating  for  "liberation 
the  elderly  or  for  or  against  abortion.  On  the  plus  side,  this  has  ope 
up  a  vast,  willing  and  talented  pool  of  labor  and  huge  new  markets.  Bn 
has  also  created  a  struggle  to  balance  the  new  demands  for  equality  aga 
the  old  demands  of  tradition,  efficiency  and  seniority  rights. 


r 

i 
a 
c 
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The  strongest  feminist  movement  since 
the  Progressive  era  broke  down 
"sexist"  barriers  that  had  long  stood  in 
the  way  of  women's  emancipation.  By 
1970  women  comprised  almost  40%  of 
the  labor  force.  By  1976  increasing 
numbers  of  them  had  jobs  that  had 
been  traditionally  "male"  in  the 
middle  Seventies  homosexual  activist 
groups  organized  and  took  to  the 
streets  in  marches  for  their  own  equal 
rights  Q.  In  some  big  cities  they 
claimed  up  to  28%  of  the  registered 
voters.  There  was  a  market  there,  too; 
last  year  Horn  &  Hardart  considered 
opening  a  chain  of  "gay"  discotheques. 
In  1970  Margaret  Kuhn  fJUl  organized 
the  Gray  Panthers,  elderly  who  "don't 
want  to  be  stamped  canceled." 


ft* 

-  u 
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■fc  focus  for  much  of  this  turbulence  was  the  black  civil  rights  movement, 
li  917  more  than  80%  of  American  blacks  lived  in  the  South,  but  they  had 
|:ady  begun  a  great  migration  north  two  years  earlier.  In  1954  the  U.S. 
EDreme  Court  outlawed  segregation  in  the  public  schools.  The  next  year 
:k  the  Montgomery,  Ala.  bus  boycott.  At  last,  blacks  were  on  their  way 
i)  the  mainstream  of  American  life.  The  problem  business  faced  and  still 
is  is:  Do  you  treat  the  rising  minority  groups  on  merit  or  do  they  deserve 
>2ial  treatment  in  recognition  of  past  wrongs? 


In  1924  the  Ku  Klux  Klan 
claimed  4  million  to  5  million 
members,  nearly  burned  a 
cross  at  the  1924  Democratic 
National  Convention.  Forty 
years  later  Martin  Luther  King 
IT1  (center)  won  the  Nobel  peace 
prize  for  his  leadership  of  the 
civil  rights  movement  and  ora- 
tory like  this:  "We  will  not  be 
f  satisfied  until  justice  rolls  down 
like  water  and  righteousness 
like  a  mighty  stream."  King 
formed  the  Southern  Christian 
Leadership  Conference  in  1957. 
Between  the  mid-60  s  and  mid- 
70s  student  unrest  swept  the 
nation's  campuses  like  this 
1969  demonstration 


13 
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SHOOK  OF  CHANGE  s£S 

decadent,  Sears,  Roebuck  pioneered  it  and.  prospered— a  good  exampl 
a  business  alert  to  changing  values.  In  a  later  age  Helen  Gurley  Brown  m 
Cosmopolitan  a  huge  success  by  furthering  and  servicing  the  new  sid 
lifestyle  among  women.  Levi  Strauss  prospered;  old-fashioned  tailors  I 
blue-serge-suit  makers  became  a  dying  breed.  The  new  music  rescued 
record  business  with  superstars  like  Bob  Dylan.  Dumb  businessmen  resii 
change;  smart  ones  rode  with  the  tide. 


FORBES.  SEPT  15.  1977 'PORTFOLIO  130 


: 

i 

H 

g  j 

ri      ' p 
M  | 

M 

II  i 

l|  | 

ft  j: 

One  of  the  problems  in 
recognizing  the  potential 
of  change  is  the  shock  of 
change,  and  there  has 
|  been  plenty  of  shock  in 
the  last  60  years.  Divorce 
was  once  political  anath- 
ema but  by  1976  seven- 
times-married  star  Eliz- 
abeth Taylor  Q3  was  con- 
sidered an  asset  to  her 
current  husband,  John 
W.  Warner,  in  politics. 
Marijuana  laws  were 
flouted  even  in  Vietnam  03 
—  just  as  in  the  1920s, 
when  over  1,500  federal 
agents  H3  tried  to  enforce 
the  unpopular  Prohibition 
law.  In  1925  they  seized  a 
million  gallons  of  liquor. 
Obscuring  the  potential  of 
rock  music  was  the  shock 
of  such  huge  gatherings 
as  Woodstock  in  1969, 
attended  by  300,000 fan®  , 
What  used  to  be  calh 
"modesty"  became  mean- 
ingless; in  the  1920s  i®ps 
were  sometime®  re  u  t 
on  men's  bathing  suits  fg{. 
In  1977:  The  string  bikini. 
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IN  TRANSIT 


What  does  this  slick-paper  explosion  of 
culture  portend?  Are  we  going  to  hell 


handcart?  It  would  seem  so.  But  loqltf 

little  more  closely  at  the  picture:  There  are  magazines  on  sports,  electroi 
hobby  and  crafts  books  of  all  kinds,  serious  magazines  on  current  ev 
and  even  old  standbys  like  Redbook.  If  you  look  carefully,  you  can  se 
tucked  between  Railroad  and  Flower  and  Garden— Bride's  magazine 
Modem  Bride.  And  most  of  the  latter  are  doing  better  than  ever.  Mc 
You  can't  judge  a  nation  by  its  newsstands. 
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I  he  creative  electric  company  hides 
62,000  volts  in  mid-Manhattan. 


i 


I  building  in  the  left  center  fore- 
)und  houses  an  electrical  switching 
DStation.  One  large  enough  to  protect 
out  one-sixth  of  Manhattan's  needs, 
t  it  takes  less  than  1 0%  of  the  space 
a  comparable  standard  substation— a 
ry  important  consideration  with 
smium-priced  real  estate. 
The  secret  to  its  small  proportions  is 
jas-insulation  technology  developed 
Gould's  Electrical  Systems  Group. 
An  entire  switching  station  can  fit  in 
5  ground  floor  of  a  skyscraper  or 


be  covered  with  a  park  or  plaza.  This 
helps  utilities  meet  their  desires  for 
environmental  aesthetics. 

As  electricity  becomes  a  larger 
source  for  meeting  our  nation's  energy 
requirements,  Gould's  growth  oppor- 
tunity in  electrical  equipment  will 
surely  increase.  We  concentrate  on 
products  that  transmit,  distribute,  store, 
control  and  convert  electrical  energy. 

In  fact,  over  70%  of  our  business  is 
in  these  areas.  So  the  electric  economy 
provides  a  firm  base  for  our  growth. 


Our  commitment  to  product  devel- 
opment and  management  performance 
assures  a  continuation  of  our  record  of 
above-average  growth. 

If  you'd  like  to  know  more  about  the 
new  Gould,  please  write  Gould  Inc., 
10  Gould  Center,  Rolling  Meadows, 
Illinois  60008. 


-> 


Now  this  little  piggy 
can  go  to  market  fresher  than  ever 
in  a  special  moisture-resistant 
container  by  International  Paper 


How  do  you  make  sure  fresh 
,  pork  gets  to  market  fresh, 
short  of  having  to  ship  live  pigs? 

International  Paper  has  found 
the  ideal  solution— the  specially 
designed,  moisture-resistant 
container  that's  floating  our 
little  piggy  across  the  page. 

Why  does  it  have  to  resist 
moisture?  Because  fresh  pork 
contains  more  moisture  than 
beef  and  most  other  fresh-cut 
meats.  That  makes  fresh  pork  a 
lot  more  difficult  to  ship. 

During  shipping,  moisture 
"weeps"  out  of  the  pork  and  into 
the  container. 

What's  more,  when  all  that 
moisture  hits  the  cold  air  inside 
refrigerated  trucks  and  railcars, 
humidity  really  builds  up.  The 
conventional  fresh  pork  container 
will  soak  up  that  humidity  as  well 
as  the  "weeping"  juice  to  become 
soggy  and  weak. 

A  crushing  problem 

Yet,  meat  containers  need  to  be 
strong,  because  each  container  is 
packed  with  from  60  to  80  pounds 
of  fresh  pork.  Then  they're  usually 


Special  International  Paper  containers  keep  their 

strength  despite  moisture  and  humidity. 
Ordinary  containers  can  become  soggy  and  crush. 

stacked  six  or  seven  high  for  ship- 
ment. In  the  three  days  it  usually 
takes  to  get  from  processing  plant 
to  supermarket,  those  soggy  con- 
tainers, especially  the  ones  at  the 
bottom,  can  crush  and  break  open. 

Solved  by  Weathertex®" 

International  Paper  saw  the 
problem  and  found  the  solution— 
right  on  our  own  shelves.  It  was  a 
container  made  with  Weathertex 
board,  a  tough,  moisture- resistant 
container  board  we'd  already 
specially  developed  to  ship  fresh 
chickens  packed  in  ice. 

Tests  showed  that  this  same 


material  was  perfect  for  shipping 
moist  wholesome  fresh  pork,  too. 

Now  meat-packers  using  IP 
containers  have  better  assurance 
their  fresh  pork  will  always  get 
to  market  in  the  freshest 
possible  condition. 

If  you  have  a  shipping  or 
packing  problem,  let  us  take  a 
fresh  look  at  it.  Our  industry 
specialists  may  have  the  perfect 
solution  ready  and  waiting, 
like  Weathertex  board  for 
fresh  pork.  Or  we  can  engineer 
a  solution  especially  for  you.  It 
may  be  a  special  coating,  or 
medium,  or  even  a  complete 
packaging  system  to  reduce  costs 
and  handling. 

A  container  to  keep  fresh  pork 
fresher  is  only  one  example  of 
International  Paper's  creative 
solutions  to  our  customers' 
problems  in  every  industry— from 
meat-packing  to  building  to  energy 
to  packaged  goods  to  the  medical 
field  and  more.  May  we  help  you? 

ERN  AT  IONAL 
PER 
MPANY 

220  EAST  42ND  STREET  NEW  YORK.  NEW  YORK  1001? 


We  don't  expect  meat-packers  to  float  pork  to  market.  We've  launched 
this  piglet  to  point  out  that  our  IP  container  will  resist  moisture  during 
shipping  of  fresh  pork  and  get  it  to  market  in  the  pink  of  freshness. 


Manageable  growth. 


Peak  Demand 

Because  of  the 
anticipated 
impact  of  load 
management, 
energy  conser- 
vation programs 
and  more  moderate 
economic  growth, 
the  projected 
long-range  growth 
rate  of  Edison's 
peak  demand  has 
been  reduced  to 
about  3V2% 
per  year. 

thousand  megawatts 


During  the  current  period  of  rising 
construction  costs  and  inflation,  a  key 
to  maintaining  a  financially  healthy  utility  is 
to  achieve  a  more  manageable  rate  of  growth 
At  Southern  California 
Edison,  we  are  putting 
these  words  into 
action. 

Through  our 
load  management  pro- 
grams, designed  to  shift 
electric  usage  from 
periods  of  peak  demand 
to  periods  of  lesser  de- 
mand,  and  our  pro- 
grams for  energy 
conservation,  our  plant 
facilities  will  be  more 
efficiently  utilized  and  thereby  reduce  future 
construction  and  capital  costs. 

The  financial  benefits,  which  can  be 
significant,  would  be  shared  by  our  180,000 
shareholders  through  growth  in  earnings  and 
dividends,  and  our  2.8  million  customers  by 
keeping  increases  in  rates  as  low  as  possible. 

Even  with  programs  designed  to  man- 
age load  and  conserve  energy,  we  are  pro- 
jecting a  long-range  annual  growth  rate  in 
peak  demand  of  3K>  %,  primarily  to  meet  the 
electric  energy  needs  of  our  new  customers. 
Asa  consequence,  our  reserve  margins,  fuel 


supplies  under  contract,  and  generatii 
capacity  under  construction  places  Southel 
California  Edison  in  a  good  position  to  me 
future  electric  energy  demands. 

Demonstrati 


1973  Forecast 
3Vz%  Annually 


Actual 


1977  Forecast 
3Vz%  Annually 


1965 


our  long-stand 
strength,  Southern  Cd 
fornia  Edison  has  pai 
quarterly  cash  d 
dends  on  our  comm 
stock  every  year  sin 
1910.  And  the  Director 
of  the  Company 
March  17  of  this  yec] 
voted  a  19%  increas 
in  the  common  stoc 
annual  dividend 
$2.00  a  share. 
For  more  information  on  the  Compan 
contact  Michael  L.  Noel,  Treasurer,  Souther! 
California  Edison  Company,  2244  Wain 
Grove  Avenue,  Rosemead,  California  91770 
Telephone:  (213)  572-1086. 


1975  1980   1985   1990  1995 


Southern  California  Edison 


Most  people  know 
National  Distillers  is 


Not  everyone  knows  te 


Not  everyone  knows  how  large  a  part  chemicals  play  at 
National  Distillers.  The  Chemical  Division  contributed 
75  per  cent  of  our  operating  profits  last  year,  not  in- 
cluding our  share  of  the  earnings  of  our  chemically 
oriented  joint  ventures.  In  ethylene  derivatives,  we  are 
among  the  ten  largest  producers  in  the  free  world. 
National  has  embarked  upon  the  largest  capital  invest- 
ment program  in  its  history,  80  per  cent  of  which  will 
go  to  our  chemical  operations. 

In  1976,  our  net  income  was  $90,288,000,  or  $3.54 


per  common  share.  In  January  1977,  the  quarterly  divi- 
dend was  raised  to  40  cents  a  share  from  35  cents,  the 
fourth  increase  in  less  than  three  years.  For  a  copy  of 
our  1977  second  quarter  report,  write  to  NDCC,  Room 
1 124, 99  Park  Avenue,  New  York,  N.Y.  10016. 


NATIONAL  DISTILLERS 

AND  CHEMICAL  CORPORATION 

99  Park  Avenue. 
New  York.  N  Y  10016 


Ever  wonder  who  pays 

for  all  those  lawsuits 
you've  been  reading  about? 

The  right  to  sue  is 
basic  to  the  American  legal 
system.  But  lately  there's 
been  an  enormous 


increase  in  the  number  of 
liability  claims.  For  example, 
medical  malpractice  claims 
have  been  soaring,  and 
a  similar  trend  is  now 
appearing  in  products 
liability. 

And  not  only  has 
the  number  of  claims  been 
escalating,  but  the  amount 
of  money  involved  has  been 
increasing  dramatically  too. 

These  are  some  of  the 
reasons  why  you  and  every- 
one who  buys  liability 
insurance  must  pay 
higher  premiums. 

Insurance,  after  all,  is 
simply  a  means  of  spreading  risk. 
Insurance  companies  collect 
premiums  from  many  people  and 
compensate  those  who  have  losses 

The  price  of  insurance  must 
reflect  the  rising  cost  of  paying 
for  those  losses  and  the  expense 


of  handling  them.  That's  why  your 
insurance  premiums  have  been 
going  up. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco  94120 


3s  extensions  of  man,"  Marshall  McLuhan  called  them— the  devices  we 
Ito  reach  beyond  the  limits  of  our  minds  and  senses  to  learn  what  is  out 
Ik  Today  they  are  chiefly  electronic— radio  and  TV,  data  processing.  But 
rasive  as  electronic  media  have  become,  face-  to  -face  contact  remains 
|L  Politicians  may  install  hot  lines  for  emergencies,  but  when  something 
tl  is  at  stake,  they  turn  to  personal  contact— the  private  voice  in  the 
ilic  ear— as  Khrushchev  and  Eisenhower  did  when  they  met  in  1959. 
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The  old  pattern 
communications 
sist.  From  the  day 
Cyrus  the  Persian,  postal  communication  has  been  the  very  bedrock  oi 
world's  commercial  civilizations,  and  still  is.  That  $14  billion  the 
Postal  Service  spends  moving  mail  every  year  doesn't  go  primarily  for 
ture  postcards  and  adolescent  love  letters.  As  much  as  80%  of  the 
million  pieces  of  mail  the  Post  Office  delivers  every  day  is  business  rel^ 
But  the  pattern  may  finally  be  changing.  Privately  owned  electronic  i 
sage  or  fund  transfer  systems  are  already  making  inroads  on  the  P< 
Service' s  business  customers,  and  so  far  the  Post  Office  has  declined  to  com 


I 


UNITED  STATES  POSTAGE 


Throughout  most  of  its  history, 
nobody  ever  thought  of  the  U.S. 
postal  system  as  moneymaking  — 
which  is  why  first-class  postage 
rates  remained  so  remarkably  low 
over  most  of  the  past  75  years  WW. 
The  World  War  I  period  excepted, 
first-class  rates  held  at  2  cents  be- 
tween 1885  and  1932,  at  3  cents 
until  1958,  and  only  began  to  rise 
sharply  after  1963.  These  days  the 
Postal  Service  is  supposed  to  aim 
at  running  on  something  like  a 
break-even  basis.  But  this  is  a 
virtual  impossibility  for  a  tabor- 
intensive  business  —  unless  it's 
prepared  to  cut  service  or  raise 
rates  sharply.  The  Postal  Service 
has  attempted  to  do  both,  but  last 
year  it  still  lost  $1.2  billion.  With 
private  competitors  like  United 
Parcel  Service  Q  and  facsimile 
message  machines  Q  chipping 
away  at  its  markets,  it  may  be  only 
a  matter  of  time  before  Congress 
will  have  to  choose  between  per- 
manent subsidies  and  letting  the 
quality  of  service  decline  to  intol- 
erable levels. 


t  PLURIBUS  U 
USA 


1 


#1^ 
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n  the  very  begiiining,  most  people  found  the  telephone  irresistible.  It 
a  personal;  even  intimate  innovation,  and  American  Telephone  8t  Tele- 
)h  established  itself  as  one  of  the  world's  great  business  enterprises  by 
dng  it  easier  and  cheaper  to  make  more  and  more  calls  over  greater  and 
ter  distances.  By  the  Twenties  the  whole  world  seemed  to  be  "all  alone 
be  telephone/'  as  Irving  Berlin  once  crooned,  "waiting  for  a  ring,  a  ting- 
Qg."  By  the  Seventies  the  instrument  had  so  infiltrated  the  U.S.  lifestyle 
It  welfare  departments  considered  it  as  much  a  necessity  of  life  as  food, 
ling  and  shelter.  But  every  business  has  its  myopia.  In  the  Twenties, 
kT  misread  the  development  of  radio,  which  it  saw  as  a  one-way  com- 
tti  carrier  telephone  available  to  anyone  who  wanted  to  use  it. 

I 

fc  telephone  entered  into  the  mythology  of  U.S.  life 
i  ew  other  inventions  have  ever  done.  Songwriters 
tied  suggest  its  lines  reached  to  Heaven  Q,  while 
li  Hecht  and  Charles  MacArthur's  comedy- 
odrama,  The  Front  Page,  made  it  virtually  a  lead- 
Mcharacter  Q.  By  World  War  II,  the  telephone  had 
nen  Postal  Telegraph  to  the  wall,  while  Western 
npn  was  holding  on  with  new  gimmicks  like  the  Sing- 
i  Telegram  WM.  AT&T  bombed  with  its  Picturephone 
the  early  Sixties  WM(Who  would  want  to  be  caught  all 
fine  with  the  Picturephone?),  but  so  far  the  tele- 
hne  gives  no  evidence  of  losing  its  importance, 
vnmunications  satellites  carried  telephony  into 
i  er  space  Qyand  the  Presidential  Hot  Line  remains 
u  thread  by  which  the  fate  of  nations  suspends  Q. 

2 

,  f  E  f  1 1  ■  E I  i|| 
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Electronic  compu 
have  always  rru 
people  uneasy,  w 

their  uncanny  ability  to  process  vast  quantities  of  information  at  lightn 
speed.  But  computers  gave  U.S.  business  the  managerial  tool  it  needa 
control  the  dazzling  diversity  and  mushrooming  size  of  its  operations, 
so  catapulted  International  Business  Machines  among  the  U.S.'  dozen  lai 
companies.  Today  the  300,000  computers  in  operation  in  the  U.S.  not  c 
control  most  of  the  U.S.'  money  economy,  they  also  direct  much  of  its 
dustrial  production— from  chemicals  to  electric  power.  But  to  use  tt 
business  had  to  reshape  itself  to  the  computer's  unyielding  logic. 


•]:.. 


i 


11,13 


IT'S  AWFULLY  EARLY,  BUT  I'LL  60  OUT  ON  A  LIMB. 
UN1VAC  PREDiCTS—with    3,398,743  votes  in-- 


18,986,436  32,915,049 

THE  CHANCES  ARE  N01  100  to  1  IN  FAVOR  OF  THE 
ELECTION  OF  EISENHOWER. 


By  the  late  Sixties,  a  movie  1 
2001:  A  Space  Odyssey  could  | 
agine  a  computer  named  Hal  p 
ting  to  take  over  Qj].  But  in  hi 
when  John  Mauchiy  and  Pres\ 
Eckert  Jr.  developed  ENiAC, 
first  electronic  computer  Q], 
possibilities  seemed  wholly 
nign.  What  made  the  compuU 
triumph  possible  was  the  invent 
of     the.    transistor     by  B 
Laboratories'  William  Shock 
CO  •  The  transistor  made  the  cc 
puter  significantly  smaller,  fas 
and  more  efficient.  By  1952  it  u 
already    beginning    to  imp* 
American  life,  forecasting  a  lax 
slide  victory  for  Eisenhower  beft 
the  polls  even  closed  in  Calif  on 
03.  But  that  was  a  prediction 
preposterous  that  the  compux 
was  wrongly  reprogrammed 
provide    a    more  reasonal 
answer. 
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btronic  communication  was  not  enough.  Air  transport  and  photocopying 
Dmed  because  they  could  offer  businessmen  the  first-hand  knowledge  of 
mgs  that  print  and  personal  contact  alone  could  provide.  The  develop- 
«;it  of  the  high-speed  jet  transport  in  the  late  Fifties  put  Los  Angeles  within 
j£hours  of  New  York,  Tokyo  within  14,  and  so  made  the  broad-line  multi- 
j^onal  corporation  practical.  The  development  of  xerography  a  few  years 
tor  was  even  more  revolutionary.  For  the  first  time  since  Gutenberg  in- 
fcted  movable  type,  you  could  copy  materials  quickly,  easily  and  at  a  cost 
jft  made  limited  distribution  economic.  Businessmen  no  longer  needed  to 
I'  on  hard-to-get  originals  or  imperfect  summaries  for  the  information  on 
dich  their  decisions  were  made. 


mness  communication  may  not  exactly  have 
mted  the  airlines  business,  but  it  was  air 
■  that  for  decades  was  the  principal  finan- 
a  prop  of  the  emerging  industry.  Domestic 
mice  got  under  way  as  early  as  1926.  Pan 
mrican  World  Airways  began  flying  the  mail 
Vpss  the  Pacific  in  1935  and  across  the  At-  I 
mc  in  1939  in  its  famed  Clipper  service  f^}. 
t  it  wasn't  until  after  World  War  II  that  the  -g^-* 
wsenger  business  was  substantial  enough  to 
nee  the  airlines  self-sustaining  and  that  air 
msport  emerged  as  an  essential  tool  in  in- 
National  business  communication.  By  1969, 
|n  Trans  World  Airlines  celebrated  the  in- 
auction  of  the  giant  747  with  a  directors 
fting  on  board  E3,  no  fewer  than  200  air- 
is  girdled  the  globe,  operating  out  of  huge 
ports  like  this  one  in  Dallas-Fort  Worth  FH. 
nther  vital  business  tool,  photocopying 
tented  an  office  revolution  in  the  Sixties, 
n  reached  out  to  the  general  public  through 
oom  in  mom-and-pop  photocopying  stores 
1  In  1971  photocopying  even  won  itself  a 
ce  in  history  when  Daniel  Ellsberg  [Q 
'ttocopied  a  secret  and  highly  critical  Pen- 
on  history  of  the  Vietnam  war  and  spread  it 
r  front  pages  of  newspapers  everywhere . 


Nobody  was  more 
to  the  changes  e] 
tronic  communicat 
was  producing  than  a  Canadian  English  professor  named  Marshall  McLuh 
The  printing  press,  McLuhan  argued,  taught  Western  man  to  think  in 
orderly,  sequential  fashion  and  thus  ushered  in  Western  rationality,  but  n 
electronic  communication  was  rapidly  demolishing  this  sense  of  cause-a 
effect.  It  made  a  difference,  he  suggested,  whether  you  read  about  a  war 
your  morning  paper  or  watched  it  spilling  blood  on  your  living  ro< 
television.  Print  left  you  detached,  but  television  got  you  involved,  mi 
you  a  participant.  McLuhan' s  vision  was  right  on:  The  Vietnam  war  n 
have  been  lost  on  TV  as  the  1972  presidential  campaign  was  won  on 

"The  medium  is  the  message/'  media  guru  Mt 
shall  McLuhan  Q]  proclaimed,  and  even 
tended  to  hear  him  out.  Gone  were  the  da 
when  dry-voiced  commentators  like  H.  V.  KalU 
horn  (22  reported  the  creeping  political  crises 
the  Thirties.  Now,  the  atrocities  of  war  can 
screaming  out  of  the  television  screen  wi 
shocking  immediacy  PTj.  The  cameras  turne 
and  Jack  Ruby  shot  presidential  assassin  Li 
Harvey  Oswald  while  millions  watched  in  horn 
m —  an  event  that  newspaper  headlines  redua 
to  detached  renortinaTT\.  In  fact,  TV  has  creatk 
a  whole  new  category  of  experience  —  the  med 
event  —  an  event  that  exists  only  because  it  c<| 
be  captured  by  the  camera  and  occurs  only  b 
cause  the  camera  is  waiting,  watching 


PRESIDENT'S  ASSASSIfFsHOT  TO  DEAn 
IS  JAIL  CORRIDOR  BY  A  DALLAS  CITIZBA 
GRIEVING  THRONGS  VIEW  KENNEDY  BR 
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/he  mid-Seventies,  there  were  more  electronic  devices  in  use  in  the  U.S. 
$1  there  were  people— listening,  recording,  watching,  computing  devices: 
f  million  television  sets  and  425  million  radios,  155  million  telephones, 
li;[iillion  tape  recorders,  1.3  million  photocopying  machines,  300,000  corn- 
ers. The  equipment  that  could  be  used  to  collect  and  process  information 
aid  also  be  used  to  watch  and  reproduce  and  listen.  And  was.  Did  the  right 
lurveil  suspected  criminals  extend  to  suspected  subversives?  to  political 
Iddents?  Could  a  corporation  justify  monitoring  the  activities  of  its  com- 
rition?  And  what  of  a  President  who  taped  his  private  conversations?  Or 
i college  professor  who  Xeroxed  a  chapter  of  a  book?  Technology  had 
|ed  moral  and  legal  questions  about  the  limitations  of  privacy,  property 
i:,  personal  rights  that  were  not  going  to  be  easily  resolved. 


The  paranoid  electronics  expert  in  The  Conversa- 
tion wound  up  thinking  the  whole  world  was  bugged 
HH.  He  wasn't  that  far  off.  Retail  establishments 
everywhere  attempt  to  discourage  the  huge  increase 
in  shoplifting  with  watching  television  cameras 
mounted  on  high  To  his  ultimate  regret,  the  Pres- 
ident of  the  U.S.  bugged  all  his  private  conversa- 
tions —  for  the  ears  of  history  —  and  in  the  end  pro- 
duced  the  severely  edited  transcripts  of  42  tapes  — 
for  the  eyes  of  Congress  £2.  Tfie  Russians  so 
thoroughly  inundated  the  U.S.  embassy  in  Moscow 
EH  with  high-frequency  microwaves  that  the  em- 
ployees' health  began  to  suffer.  The  citizens  band 
radio  gave  the  ordinary  citizen  the  first  opportunity 
to  counterattack  From  the  time  the  oil  crisis 
broke,  U.S.  truckers  —  and  everyone  else  —  have 
been  using  CB  radios  to  alert  other  drivers  to  up- 
coming surveillance  by  police  radar  gfl.  As  a  result, 
a  new  character,  Smokey  Bear,  has  been  added  to 
the  mythology  of  law  enforcement. 


30 
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Though  the  revolution  in  electronic  rommuriication  has  scarcely  begui 
has  already  wrought  massive  changes  in  American  life.  Television  n 
teaches  us  the  way  to  live  and  what  to  aspire  to,  while  electronic  cont 
provide  the  channels  whereby  these  wants  ajid  aspirations  are  realized, 
the  human  perspective  almost  belligerently  remains.  The  people's  respc 
to  the  electronic  age  has  not  been  to  squat  passively  before  the  picture  ti 
but  to  take  to  the  streets,  to  throng,  to  touch,  to  attempt  to  make  cont 
Much  of  the  alienation,  the  desperate  loneliness  in  modem  life  proba 
stems  from  frustration  over  the  loss  of  personal  contact,  the  touch  of  a  ha 
the  sound  of  the  ordinary  voice.  Jimmy  Carter  won  first  the  Democn 
nomination  and  then  the  Presidency  by  going  out  and  meeting  peo 
presenting  the  toothy  smile,  the  drawling  voice  and  the  friendly  handshj 
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if  you  think  of  Firestone  working  only  on  the  road,  stop  off 
at  a  family  entertainment  center  like  Kings  Island,  Ohio.  In 
the  campground  (1)  you  might  see  a  mini-motorhome 
[equipped  with  Firestone  Ride-Rite5  air  springs;  maybe  a 
bicycle  with  our  new  detachable  child  carrier  and  new  recoil  cable 
lock.  Like  rides?  Firestone  makes  the  kind  of  automotive  type  seat 
belts  (2)  you'll  want  on  the  spine  tinglers,  and  motorcycle  tires  (3) 
for  a  restful  ride  in  an  old  car  replica.  Plunge  down  a  log  flume  (4) 
and  Firestone  Airstroke8'  actuators  get  you  started  and  stopped. 
The  funny  faces  little  people  love  (5)  are  shaped  from  ure- 
thane  foam,  another  Firestone  product.  Stop  for  a  drink  from 
Firestone  stainless  steel  beverage  containers  (6),  then  enjoy  a 
show  staged  on  flooring  made  with  Firestone  vinyl  resins  (7).  To 
help  you  remember  us,  Firestone  natural  rubber  latex  is  in  the 
balloons  (8)  you  take  home.  We  don't  want  you  to  forget  Firestone. 


We  drove  this  2Vz  ton  Rolls-Royce  over  a  bridgl 


The  point  is  that 
paper  can  be  stronger 
than  you  think. 
Especially  if  it's  in  the 
form  of  corrugated 
box  material. 

The  roadbed  of 
this  bridge  was  made  out  of  six  layers  of  triple- 
wall  corrugated— a  material  which  St.  Regis 
is  a  major  producer  of.  The  verticals  were  made 
of  five  layers,  and  the  triangles  of  four. 

Triplewall  is  made  up  of  three  layers  of 
the  corrugated  "medium"  and  four  layers  of 
linerboard,  as  shown  below.  And  it  can  with- 
stand 1 , 1 00  lbs.  per  square  inch  of  puncture 
pressure  on  its  side.  And  on  its  edge,  a 
12  x  12  in.  piece  can  take  930  lbs. 
A  mere  seven  layers  of  paper! 

What  makes  corru-  „ 
gated  so  strong? 

The  strength  of  cor-  " 
rugated  isn't  only  in  the 
paper  itself.  It's  the  structure. 
The  shape  of  the  medium  is  one  of  the 
strongest  structures  known.  In  Colonial 
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Virginia  walls  like  the  one  shown  here,  wen 
built  in  the  corrugated,  or  serpentine  form. 
And  they're  still  standing  today,  although 
they're  only  one  brick  thick. 

The  greatest  strength  of  corrugated  is  ii 
the  vertical  direction, 
where,  as  long  as  it 
maintains  the  vertical— 
which  the  box  shape 
tends  to  help  it  do— it  will 
support  phenomenal  weights.  f^psLS 
How  corrugated  is  made.  ^ 
Corrugated  is  a  sand- 
wich. A  wavy  corrugated  medium 
is  squeezed  between  two  rollers 
with  meshing  teeth  as  shown  on 

the  right.  That's  the  meat  of  tl 
sandwich.  The  bread  is  tw 
layers  of  heavy  paper  calk 
ft    linerboard.  These  three  ar 
glued  together  and  the  result  i 
one  of  the  strongest  and  most  versai 
packaging  materials  around. 
Of  course,  you  can  also  make  corrugate* 
with  two,  or  even  three  layers  of  medium— as 


ide  entirely  of  St.  Regis  paper  to  prove  a  point 


::1  for  our  bridge.  And  the  mediums  in  our 
I  vail  are  a  combination  of  different 
lesses. 

ew  wrinkles  for  corrugated. 

ince  it  was  patented  in 
corrugated  has  been 
f  the  mainstays  of  the  Ameri- 
listribution  system.  In  fact,  the 
i gated  box  is  one  reason  we 
(the  most  efficient  distribution  system  in 
orld.  With  it  you  can  ship  products  over 
^ceptionally  long  distances  we  have  in 
ountry,  efficiently  and  cheaply, 
it.  Regis  has  had  its  share  of  innovations  in 
dd.  Partly  because  we're  one  of  the  largest 
;rs  of  linerboard  in  the  world.  And  partly 
jse  of  our  technology  and  marketing  thrust. 
\nd  we're  finding  a  lot  of  new  uses  for 
igated.  We're  out  to  replace  more  expen- 
>ackaging.  One  of  its  greatest  advantages 
it,  unlike  packaging  made  of  steel  or  wood, 
in  ship  our  boxes  flat  to  the  customer.  So 
es  on  shipping  costs. 

Technology  and  marketing. 
\11  this  reflects  the  marketing  stance  of 


St.  Regis  toward  all  our  packaging,  paper, 

lumber  and  construction  products. 
To  use  the  full  weight  of  our  technol- 
ogy in  serving  our  markets  and  in 

renewing  the  forest  resource 
our  products  come  from. 


St.  Regis— serving  Man  and  Nature. 


Mass  marketing  was  needed  to  make  mass  production  work.  When  \fi 
War  I  ended,  just  one  house  in  four  had  electricity— let  alone  such  lux 
as  vacuum  cleaners  and  beauty  soaps.  Great  salesmen  like  Alfred  (] 
Fuller,  the  genius  of  door-to-door  selling,  Bruce  Barton,  advertising's  pro 
in  the  1920s  and  NCR's  John  H.  Patterson,  the  father  of  modem  marke 
came  on  the  scene  and  helped  create  the  consumer  society.  They  brougl 
such  mixed  blessings  as  the  installment  plan,  halitosis,  broadcasting  (j 
mercials— and  began  moving  goods  by  the  ton,  not  by  the  pound. 


THEMER- 
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[  922  Cyrus  Curtis  sold  2  million  weekly  copies  of  his  Saturday  Evening 
y  and  took  in  $28  million  in  advertising  revenues— astounding  figures 
r  hose  times.  That  same  year  New  York  Telephone  Co.'s  WEAP  aired  a  paid 
tjo  commercial  for  $50— the  begirining  of  today's  $10  billion  broadcasting 
iustry.  American  salesmanship  was  using  every  available  form  of  com- 
ooication.  As  the  Great  Marketing  Machine  went  into  high  gear,  American 
xsumers  were  so  stimulated  that  it  was  necessary  to  invent  a  new  way  for 
Kn  to  spend.  So,  in  1919  General  Motors  popularized  a  bit  of  financial 
l;£lc  called  the  installment  plan. 


ihniques  of  modern  marketing  were 
\eloped  early.  By  the  Twenties, 
ericans  who  had  always  paid  cash 
re  already  learning  to  "extend  their 
dit";  15%  of  all  retail  purchases 
•e  being  made  on  the  installment 
n  and  the  "easy  terms"  furniture 
re  was  a  fixture  Q.  Outdoor  adver- 
ting, old  and  new  Q:  Lithograph 
»ws  billboard  of  the  original  Bull 
wham  bull;  Times  Square  in  all  its 
zing  glory.  Americans  were  richer 
n  ever  and  fewer  women  were  mak- 
1'  their  clothes  at  home  when  the 
17  Sears,  Roebuck  catalog  Q  fea- 
ed  "that  smart  New  York  style"  in 
zsses  for  $10.95.  Struggling  res- 
irateur  Howard  Johnson  invented 
|  franchise  system  in  the  mid- 
10s.  The  familiar  orange  roof  O 
tied  the  road  between  Boston  and 


Florida  by 
1940,     then  | 
spread     na-  s 
tionwide.   It  % 
all  started  in  :7- 
a  drugstore 
near  Boston  :  ^  « 

in  1925. 
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zling  with  competition.  Between  1917  and  1938  George  Washington  Hill  sj 
an  unheard-of  $250  million  to  overtake  R.J.  Reynolds'  Camel  cigarettes  \ 
his  upstart  Lucky  Strike  brand.  Other  manufacturers  created  markets 
their  products  with  what  Boston  department  store  head  Edward  Fl 
called  consumer  "education."  Americans'  well-known  proclivity  to  be 
their  social  standing  was  a  fertile  field;  The  Lambert  Pharmacal  Co.  c 
bad  breath  "halitosis"  and  its  Listerine  became  a  best-selling  mouthw 


Think  small. 


Pepsi-£ola  Company,  Long  Inland  City,  W.  Y. 
PrancMsed  Bottler:  (Name  of  local  bottler  to  be  inserted  here) 


Modess  0  was  a  revolu- 
tionary product,  but  the  only 
way  to  get  the  point  across 
was  an  ad  that  was  a  triumph 
of  circumlocution,  Volks- 
wagen Q  had  been  the  Third 
Reich 's  "People 's  Car" How  to  T ,  , 
sell  it  in  the  postwar  U.S.?  A  lOOICT*! 
decade  of  ingenious  ads 
begun  in  1959  brought  VW 
sales  to  560,000  a  year. 
Marlboro  was  a  "woman's 
cigarette"  until  the  Marlboro 
Man  Q  was  invented  in  1956. 
A  generation  earlier  the  situ- 
ation had  been  reversed. 
George  Washington  Hill's  bril- 
liant ads  suggesting  Lucky 
Strike  Q  o.n  alternative  for 
fattening  candies  overcame 
women's  taboo  against  smok- 
ing, raised  Lucky 's  sales  from 
$12  million  to  $40  million  in 
four  years.  Coca-Cola  outsold 
Pepsi  100  to  1  when  Pepsi  got 
the  bright  idea  of  selling  "12 
full  ounces  —  twice  as  much 
for  a  nickel"  Q.  By  the  late 
1930s  it  was  outselling  Coke 
occasionally  in  some  cities. 
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I  MM  B  Part  °^  ^  va^ue  01  a  Product  was  in  the 

I  ■HEMMBJBJBi  K^fe  product  itself;  part  was  how  you  wrapped 

IJrwl  hi  HP  it.  U.S.  society  was  mobile,  fast-moving, 
ated  toward  convenience.  After  1927  du  Pont's  transparent  cellophane 
i  came  consumer  prejudice  against  packaged  foods.  Later,  development  of 
$tweight  aluminum  and  blown  plastic  sold  soaps,  detergents  and  drugs. 
Ser  innovations  sold  subtly:  Shoppers  thirsty  for  one  beer  bought  six 
s^ad  in  a  handy  six-pack.  Between  1940  and  1976  packaging  costs  rose, 
jti  $1.8  billion  to  about  $25  billion  a  year,  and  about  50%  of  a  cosmetic's 
i  ruction  cost  was  in  packaging. 


Perhaps  the  world's  best- 
known  package:  the  Coke 
bottle  171.  The  original  bot- 
tle (left)  was  designed  by 
accountant  T.  Clyde  Ed- 
wards after  an  encyclope- 
dia drawing  of  a  cocoa  nut; 
a  later  version  is  more 
elongated.  Since  the  turn 
of  the  century  Hershey's 
chocolate  bar  has  been  so 
distinguishable  in  its 
chocolate  and  silver  pack- 
age |B  —  and  of  such  qual- 
ity as  a  product  —  that 
Hershey  didn't  advertise 
until  1970.  With  products 
like  Fire  and  Ice  in  the 
1950s,  Revlon  more  than 
quadrupled  sales  to  $84 
million  by  1956.  In  the 
1930s  radios  BO  were  de- 
signed as  fine  furniture. 
Today  radios  like  Sony's 
Meriton  (left)  sell  best 
when  they  look  space-age. 
No  brand  had  more  than 
4%  of  the  hosiery  market 
until  Hanes  Inc.  put  nylons 
into  L'eggs  packages  £Q  in 
1970.  By  1976  Hanes  dou- 
bled sales  to  $372  million. 
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SUPER  SALESMEN 


Calvin  Coolidge 
advertising  was 
spiritual  side  of  b 
ness."  Bruce  Barton  unabashedly  claimed  Jesus  as  history's  greatest  s| 
man.  Selling  became  not  just  a  job  but  a  calling,  a  game— and,  ultimo 
almost  a  science.  It's  hardly  surprising  that  creators  of  some  of  the  gre 
U.S.  corporations,  Thomas  Watson  Sr.  of  International  Business  Mach| 
for  example,  have  been  consummate  salesmen. 


6,19 


Albert  Lasker    R-l .  who  ttt 
$52,000  a  year  as  an  ad  man 
in  1904,  pioneered  the  com 
that  business  should  appea 
rectly  to  the  consumer  thro 
brand  advertising.  Detroit's 
Girard  fHso/d  a  record  1,425  i 
eral  Motors  cars  in  1973,  mi 
over   $180,000   a  year. 
FORBES  called  him,  he  tried  to 
a  researcher  a  car  over  the  ph 
Says  Girard:  "i  try  to  sell  ev 
body."  Helena  Rubinstein  \ 
her  own  best  salesman  for 
strong-selling  cosmetics.  Vn 
publicity-shy  competitor  Cha 
Revson,  she  was  constantly  ph 
graphed  and  interviewed.  Betu 
1934  and  1970,  when  4  mil 
commercials  were  aired  on  a  p| 
day,  Arthur  Godfrey  [Q  was 
supersalesman  of  radio.  Ra 
entertainment,  largely  createc 
advertising  men,  boomed  in 
1940s  when  there  were  already 
million  car  radios  in  use.  Cha\ 
Atlas  El  died  in  1972,  but 
classic  mail-order  ads  live 
practically  unchanged.  Since  1! 
nearly  2  million  97-pound  we 
lings    have   paid   $30  for 
"dynamic     tension"  exerc 
course.  J.C.  Penney  Qj],  one  of 
fathers    of    modern  retaili 
started  with  one  store  before 
turn  of  the  century,  had  197  in  V. 
and  750  a  decade  later,  sell 
low-priced,  mass-produced  g 
ments  "just  as  stylish  as  those 
the   well-dressed    women  ui 
parade  along  Fifth  Avenue."  J 
first  store,  in  Longmont,  Col 
was  called  "The  Golden  Rule." 
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greatest  salesmen  of  all  may  be  fictitious.  Where  would  the  retail  busi- 
be  without  Santa  Claus?  Last  year,  the  nation's  big  department  stores 
up  to  30%  of  their  entire  yearly  volume  during  the  Christmas  season, 
is  St.  Nick  the  only  mythical  marketeer.  Borrowing  from  classical 
hology  literature,  folk  tales,  U.S.  marketing  men  have  fashioned  dozens 
ersonalities  as  well  known  as  any  flesh-and-blood  creatures.  Over  the 
s  these  creations  have  sold  billions  of  dollars  worth  of  consumer  products, 
hy  may  be  the  greatest  salesmen  in  the  land. 


23 


The  Lionel  Corp.  was  in  re- 
ceivership in  1934  until  Mickey 
Mouse  rescued    it  single- 

handedly.  Because  Lionel  sold 
253,000  Mickey  Mouse  handcars,  it 
was  able  to  borrow  from  the  banks 
and  stay  in  business.  David  Ogilvy 
put  an  eye  patch  on  White  Russian 
baron  George  Wrangle  and  posed 
him  in  a  Hathaway  shirt.  The 
Hathaway  Man  quickly  doubled 
the  Maine  shirtmaker*s  sales. 
Beautiful  Psyche  El]  has  attracted 
thirsty  Americans  to  White  Rock  for 
over  SO  years.  In  that  time,  as  the 
ideal  female  form  changed,  she  has 
grown  four  inches,  lost  22  pounds, 
and  —  recently  —  draped  her  gold- 
en bosom.  The  Jolly  Green  Giant 
m  increased  sales  of  premium- 
priced  Green  Giant  frozen  vegeit 
bles  from  $1  million  to  $44  milUtm 
between  1962  and  1970.  Bor 
soft-sold  its  dairy  products  In 
late  Thirties  with  friendly  Ehie 
At  the  1939  World's  Fair,  a  live  Elsie 
had  over  7  million  visitors. 


...OR  DOESN'T  SHE? 

chologists  in  marketing:  Frank  Stanton  of  CBS,  John  B.  Watson  of  f .  W 
Thompson  are  two.  And  publicist  Edward  Bernays  was  Sigmund  Fre 
nephew.  Selling  has  followed  psychology  deep  into  the  human  psyche 
for  example  in  the  marvelous  subtleties  of  Maidenform's  UI  dreamt. . . ."  1 
that  the  production  of  a  Freudian  PhD,  or  a  flash  of  copywriter's  wit  lenc 
humor  to  an  uptight  subject?  Only  the  creators,  finally,  know  for  sure. 


Before  1957,  many  women  felt  only  gun  moll 
movie  stars  dyed  their  hair.  That  was  the 
Bristol-Myers'  Clairol  began  advertising  that  " 
her  hairdresser  knows  for  sure"  in  ads  T7\  featu 
conservatively  dressed  young  women,  usually 
companied  by  children.  Within  ten  years,  55 
U.S.  women  had  colored  their  hair,  most 
Clairol.  Copywriter  John  Caples  wrote  this  fam 
ad  \Skfor  U.S.  Music  Schools  in  1925.  It  brough 
over  100,000  mail-order  enrollments  in  the  first 
years  alone.  After  1926  Lux  toilet  soap  sales  q 
tupled  in  the  first  four  years  of  a  20-year  campc 
that  used  movie  stars  like  Carole  Lombard 
a  tie-in  with  a  popular  radio  program.  It  may 
been  the  most  successful  testimonial  campa 
ever  run.  Maidenform's  witty  "I Dreamt ..."  bra 
undoubted  sales  between  1949  and  1954  and 
withstood  the  bra-less  Sixties. 


They  Laughed  When  I  Sat  Down 

At  the  Piano 
But  When  I  Started  to  Play  !- 


hse  are  the  quintessential  artifacts  of  the  good  life.  Since  a  mass- 
$  sumption  society  involves  making  some  luxuries  available  to  everyone, 
|i  it  follows  there  must  be  a  special  class  of  goods  that  are  not  within 
ir  ryone's  grasp.  Nevertheless,  everyone  does  reach  for  them:  Young  women 
til  ride  the  subway  to  save  taxi  fare  and  thus  finance  the  purchase  of  an 
lice  of  Joy  perfume.  Sometimes  word  of  mouth  is  enough  to  identify  such 
rducts,  or  a  tradition  of  quality.  But  since  value  is  what  is  perceived  in  a 
nduct  by  the  consumer,  not  just  what  is  inherent  in  the  product,  good 
i  ertising  can  help  that  perception  along. 


Mio's  got  the  brass 
to  make  things  smaller 

for  America? 


We  do.  You'll  find  Olin  Brass  in  much  of  the  wizard  small 
circuitry  of  today.  From  desk-top  computers,  which  used  to  fill  a 
room.  To  pocket  calculators,  which  used  to  fit  on  a  desk. 

Why  Olin  Brass?  The  reason  is  quality.  At  Olin  Brass  we  can  roll 
copper  to  l/16th  the  thickness  of  a  page  in  this  magazine.  In  fact,  we 
can  roll  metals  so  uniformly  thin  that  we've  helped  create  an  amazing 
new  technology— flexible  circuitry.  With  flexible  circuitry,  individual 
connections  are  eliminated  and  50%  less  space  is  used.  The  result  is  a 
smaller,  more  reliable  product  with  fewer  warranty  and  repair  costs. 

Olin  Brass  also  meets  the  big  needs  of  America.  For  heavy  indus- 
try we  make  alloys  for  motors,  generators,  transformers,  and  switch- 
gear.  Fineweld®  copper-nickel  condenser  tube  is  in  big  demand  by 
power  companies  where  corrosion  resistance  means  less  shutdown 
time  for  maintenance. 

Olin  also  helps  open  doors.  When  you  see  a  doorknob,  you  prob- 
ably don't  realize  it  came  out  of  an  Olin  seven-ton  coil,  over  a  mile 
long,  delivered  without  scratches,  dings,  dents,  or  other  defects. 

The  leading  manufacturers  in  communications,  electronics,  ap- 
pliances, photography,  transportation,  all  rely  on  Olin  Brass,  tailor- 
made  to  fit  their  needs.  Whether  the  need  be  big,  small,  or  somewhere 
in  between,  quality  seeks  out  quality.  %  ^ 


Olin  Corporation,  Stamford,  Conn.  06904 


Mill  to  mil... 
nobody  makes 
microelectronic 
components 
like  Allegheny 
Ludlum  Industries. 


Nobody  can. 
1  1  '  'a  \  And  the  reason  is  control. 

Jm  Our  Arnold  Magnetics 

jM  Wf  and  Electronics  Materials 

A  W  Group  maintains  precise, 

M  W  total  control  of  the  entire 

M  J  manufacturing  process  from 

the  first  melt  to  delivery. 
As  a  member  company  of 
Allegheny  Ludlum  Industries, 
Arnold  has  on  tap  the  research, 
resources  and  technology  of  one 
of  the  world's  largest  specialty 
metals  organizations.  In  addition, 
Arnold  has  totally  integrated  capa- 
bility in  both  the  precision  stamping 
and  chemical  milling  of  lead  frames. 
And  only  Arnold  has  the  expertise  to 
offer  a  choice  of  either  production 
method  in  a  single  facility. 

Arnold's  expertise  extends,  too,  to 
such  critical  areas  as  precious  metal 
plating  and  aluminum  vapor  deposition, 
measured  against  rigid  quality  control. 
Microelectronic  technology  is  Arnold's 
strength  throughout  its  organization, 
which  includes  Arnold  Engineering, 
Andvari,  Inc.,  Burton  Silver  Plating,  F.  W. 
Bell,  Inc.,  Ogallala  Electronics  and 
Eriez,  S.A. 

Arnold's  scope  in  the  area  of  micro- 
electronic components  typifies  the  unique 
position  each  Allegheny  Ludlum  company 
occupies  in  its  particular  field.  Since  a  whole 
is  made  up  of  its  parts,  it's  our  very  special 
members  that  make  Allegheny  Ludlum  Indus- 
tries a  very  special  company. 

Allegheny  Ludlum  Industries 

Two  Oliver  Plaza,  Pittsburgh,  PA  15222 
AVERY  SPECIAL  COMPANY. 


J^orbes 
isfftAeonly 


capitalist  tool 


anarmiversam 


Two  capitalist  tools  are  celebrat- 
iig  an  anniversary  this  year.  Forbes 
I  celebrating  its  60th  (Congratula- 
ions  are  in  order).  South  Carolina 
I  i  celebrating  its  307th. 
!  Many  states  and  communities 
|rould  shy  away  from  so  bold  a  title 
3  "capitalist  tool,"  but  not  South 
arolina.  We've  gone  the  extra  mile 
p  equip  business  with  the  tools 
leeded  to  make  a  profit, 
i  We've  maintained  a  reasonable  tax  structure 
|/ith  needed  special  exemptions  for  business. 
jVe've  developed  what  has  been  recognized  as  the 
[ation's  foremost  educational  program  for  training 
Skilled  workers.  We've  also  steadfastly  stood  by 
pose  programs,  philosophies  and  services  which 
ielp  business  realize  its  potential. 

But  our  greatest  "capitalist  tool"  has  been  our 


people.  Because  South  Carolinians 
take  pride  in  what  they  do,  we  have 
the  lowest  work  stoppage  rate  in 
the  nation.  .  .  and  that  means 
productivity  for  you,  and  a  bright 
future  for  us. 

It's  a  matter  of  public  record 
.  .  .South  Carolina  has  fewer  busi- 
ness failures  than  any  other  state 
in  the  nation.  Because  we  take 
pride  in  being  a  "capitalist  tool"  the 
prosperity  of  our  people  has  grown  and  our 
attractiveness  to  business  has  become  legend. 
So,  if  you're  looking  for  a  "capitalist  tool"  which 
you  can  use  to  help  your  business  grow,  look  to 
South  Carolina.  Write  or  call  the  South  Carolina 
State  Development  Board,  Room  3001,  Post 
Office  Box  927,  Columbia,  South  Carolina  29202 
(803)  758-3145. 
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What's  up  at 
Lear  Siegler? 


Sales 


33%    Net  Earnings        46%    Earnings  Per  Share  549 


"millions 


Everything. 


Our  23rd  year  was  the  most  profitable  ever. 

Net  earnings  reached  $37  million  on  a  sales 
volume  of  $920  million.  And  earnings  per  share 
were  $2.70,  up  from  $1.75  last  year.  On  an  annual- 
ized basis,  Lear  Siegler  sales  nowexceed  $1  billion, 
an  exciting  landmark  in  our  Company's  history. 

Fiscal  77  was  significant  in  other  ways,  too.  LSI 
became  a  stronger  and  more  broadly-based 
company  when  Royal  Industries,  Inc.  joined  our 
own  expanding  operations.  And  while  Royal  made 
an  important  contribution  to  the  Company's  per- 
formance, it  is  important  to  note  that  Lear  Siegler 
would  have  achieved  record  operating  results  even 
without  Royal. 

Record  earnings  were  achieved  by  all  three  of 
our  business  segments— electronic  &  electro- 


mechanical products,  vehicle  components  and 
industrial  &  agricultural  products. 

The  quarterly  cash  dividend  on  common  shares 
was  increased  from  12y2  to  15  cents  per  share, 
a  20%  boost.  It  was  the  fourth  increase  in  the  past 
five  years. 

Yes,  everything's  up  at  Lear  Sieger.  It's  an 
exciting  time,  and  we  give  credit  to  our  dedicated 
employees  for  their  part  in  making  fiscal  1977  the 
best  year  in  our  history. 

Write  for  our  fiscal  1977  Annual  Report  to  Dept. 
AR,  3171  South  Bundy  Drive,  Santa  Monica, 
California  90406. 


A  new  symbol  reflects  our  new  strength 


(SI 

LEAR  SIEGLER,  INC. 


pk  in  the  loggers7  eyes:  For  thousands  of  years  this  exhaustion,  this  bone- 

I  ariness,  was  essentially  the  human  condition  (and  still  is  in  much  of  the 
[rid).  Most  people  were  doomed,  as  the  Lord  God  doomed  Adam,  to  earn 
|ir  bread  by  the  sweat  of  their  faces.  But  then,  miraculously,  the  quality 

f  life  was  transformed.  Humankind  began  to  supplement  the  energy  i 
juerent  in  wood  and  wind  and  water,  in  the  human  back  and  muscle  and 
e,  in  domesticated  animals,  with  the  fossil  fuels,  first  coal  and  then  oil 

II  gas.  Where  there  was  darkness,  there  was  now  light,  and  leisure  where 
"  :re  had  been  unending  labor.  At  long  last,  a  vanguard  of  humanity  had 
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COAL  INTO  OIL 


It  was  the  automobile  that 
energy  consumption  growing 
quantum  jumps.  Rising  gaso] 
demand  forced  the  oil  industry  to  begin  looking  for  new  markets  for 
heavier  oils  that  remained  from  refining  gasoline  and  for  the  natural 
that  otherwise  had  to  be  flared,  for  lack  of  a  market.  In  1920,  when  I 
coal  consumption  peaked  out,  oil  and  gas  provided  a  mere  18%  of  total  I 
energy  production.  Within  a  half  century,  the  proportions  had  been  reven 
Oil  and  gas  had  not  only  taken  over  the  major  markets  for  coal,  they  \ 
created  huge  new  markets  of  their  own— from  transport  to  petrochemic; 


Coal  remained  the  dominant  energy  source  until  well 
after  World  War  II,  but  its  competition  with  fuels  as 
clean  and  convenient  as  oil  and  gas  was  an  unequal 
one.  In  the  Thirties  housewives  may  have  dreamed  of 
stoves  like  these,  fueled  with  gas  made  from  coal  Q. 
But  a  decade  later  natural  gas  flared  at  their  burn- 
ers. For  coal,  market  after  market  went  by  the  board. 
Oil  began  displacing  coal  in  the  home-heating  market 
in  the  Thirties  Q,  ships9  stokers  in  the  Forties 
Coal  held  the  railroad  market  until  the  Fifties,  but  the 
first  oil-fired  streamliner,  Union  Pacific's  City  of 
Salina,  began  running  in  1934  Q.  The  age  of  oil  had 
arrived,  as  Texaco  proudly  proclaimed  back  in  1928 
when  it  became  the  first  U.S.  oil  company  to  dis- 
tribute its  products  in  all  48  states 
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HE  NEW  LIFESTYLE 

;gy  transformed  the  U.S.  farm,  drawing  the  farmer  into  the  urban  society 
he  first  time.  As  petrochemical  fertilizer,  it  multiplied  the  abundance  of 
.  agriculture.  In  the  form  of  aluminum  or  plastics— fibers,  film,  extru- 
ls,  energy  revolutionized  textiles  and  packaging,  food  production  and 
rketing.  By  the  mid-Seventies,  a  housewife  could  duplicate  a  Czar's  ban- 
t  in  the  frozen-food  compartments  of  her  supermarket,  and  appliances 
)atched  in  an  hour  jobs  that  had  taken  her  grandmother  all  day. 


host  nothing  escaped  the  trans- 
mting  power  of  energy*  Petrochem- 
m  fertilizers  tripled  U.S.  farm  pro- 
i  tivhy   Q.  While  rural  electrifica- 
II  not  only  brought  light  and  power 
Uhe  U.S.'  3  million  farms,  it  did 
urly  as  well  in  milking  the  U.S.'  13 
ion  dairy  cows  Q.  Cheap  electric- 
even  made  aluminum  a  mass 
xmodity  at  last,  in  everything  from 
and  aircraft  sheet  to  soft  drink 
s,  which  the  Pepsi  generation 
ved  with  abandon  over  the  land- 
ipe   Q.  Energy  transformed  the 
ier  market.  Air-conditioning  forced 
Uppers  into  sweaters  even  in  mid- 
y,   frozen-food  compartments 
ured  frost   into    the    air,  and 
methylene  film  made  fruit,  vegeta- 
ns and  meat  look  better  than  they 
Ire    O-  Synthetic  fibers  finally 
tught  glamour  to  American  legs; 
I  most  women,  silk  stockings  had 
bays  been  too  expensive  —  except 
I  special  occasions,  courtesans,  or  |p 
brus  girls  EJ.  But  by  the  late  Thir- 
i  nylon  could  be  made  into  stock- 
s  very  nearly  as  stylish  as  silk  and 
'  more  durable,  and  sold  at  far 
re  moderate  prices. 
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ENERGY  SPRAWL 

life  quickly  reshaped  itself  to  reflect  that  abundance.  Automobiles  balloc 
and  lengthened,  and  fuel  consumption  mounted.  Single-family  hoix 
developments  spread  across  the.  landscape,  heedless  of  how  much  they 
in  heat  and  light,  cooling  and  transport.  In  25  years,  per-capita  energy  < 
sumption  nearly  doubled— to  nearly  six  times  the  world  level.  Energy 
cheap,  and  for  most  people  suburbia  offered  a  better  life  than  the  cities  j 
in  fact,  a  better  life  than  most  people  had  ever  lived  throughout  history. 
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I  steful?  Profligate?  Not  really.  In  any  country,  the  quantity  of  energy  con- 
lued  rises  as  you  move  from  the  high  population  densities  of  the  central 
bs  out  through  the  less  highly  populated  suburbs  into  the  open  country- 
fi:.  The  U.S.  lifestyle  then  was  a  high-energy  style,  but  to  call  it  wasteful 
fp  scorn  what  most  people,  given  choice,  seem  to  prefer.  Created  at  the 
k  of  billions  of  dollars  and  years  of  effort,  it  could  not  be  restructured 
nhout  equivalent  years  and  dollars— and  maybe  not  even  then.  Planners 
D.ld  dream  of  high-speed  mass-transit  systems  linking  the  suburbs  with 
if  central  cities,  but  in  most  places  the  population  densities  of  the  sub- 
Is  were  too  low  to  support  them. 


fa  new  lifestyle  involved  a  prodi- 
lus  expenditure  of  energy.  Subur- 
m  developments  like  this  one  at 
mttown,  Long  Island  EQ  required 
[Ire  energy  for  transport  —  to  the 
L,  to  shopping  centers,  more 
mrgy  for  distributing  electric 
m>er  over  greater  distances ,  more 
wrgy  for  providing  water,  sewage 
wposal,  and  waste  collection.  The 
lies  were  little  better.  A  skyscraper 
m  New  York's  elegant  glass- 
hathed  Lever  House  caught 
pen  in  its  face  Wk,  but  it  radiated 
at  in  winter,  absorbed  the  sun  in 
miner,  and  so  needed  plenty  of 
iter  heating  and  summer  cooling.  , 

In  Francisco  and  other  cities  ex-  [  

rimented  with  multibillion-dollar  1 
mmuter  railroads  in  the  hope  of 
thaping  the  patterns  of  consump- 
In  FT1.  But  old  habits  die  hard.  How 
uld  downtown  compete  with  shop- 
kg  centers  like  this  one  in  San 
ke,  Calif.  IT1?  And  how  could  a 
mmuter  railroad  hope  to  compete 
th  the  big  cars  Americans  had 
en  their  hearts  to  two  decades  be- 
'e,  never  mind  that  they  got  less 
in  13  miles  to  the  gallon  TT\? 
ances  were  it  would  take  more 
in  legislation  or  a  new  conserva- 
n  ethic  to  alter  U.S.  energy  usage. 


13 


NEW  ENERGY  SOURCES 

embargo  made  energy  shortages  a  public  issue,  forecasters  were  warrl 
that  the  U.S.'  seemingly  unlimited  energy  resources  could  not  last  ford 
But  resources  were  not  really  the  problem.  The  U.S.  had  plenty  of  coal, 
it  was  so  difficult  to  store  and  handle,  so  dirty  and  environmentally  degradl 
that  even  when  oil  prices  soared,  most  consumers  would  shift  to  coal  | 
under  the  greatest  pressure.  And  what  were  the  domestic  alternatives?  I 
clear  power  still  wore  the  radioactive  threat  that  shrouded  its  birth  in  1J 
and  other  sources  were  too  unstable  or  too  experimental  to  meet  the  dems 


if. 


17 


In  its  pursuit  of  new  energy  sources,  U.S.  bush 
was  witting  to  try  almost  anything.  Pacific  Gas  &  1 
trie  began  producing  power  from  geothermal  stea 
the  Geysers  in  Northern  Calif orniafiR  and  Citicorp 
hopes  of  heating  its  New  York  headquarters  with  si 
collectors  installed  on  the  roof  TT1.  But  geothet 
sites  were  few  and  far  between,  and  technology 
not  yet  advanced  far  enough  to  keep  Citicorp  wt 
The  electric  utilities  pinned  their  best  hopes  on 
clear  power  stations  like  Yankee  Atomic's  plan 
Rowe,  Mass.  EQ,  but  environmental,  technological 
construction  problems  slowed  nuclear  expansion 
walk.  Coal  had  even  more  promise  theoretically, 
labor  problems  curtailed  production  in  the  East,  w 
environmental  objections  stymied  strip-mining  aim 
everywhere  ED*  The  easy  solution  was  to  bring  it 
from  the  Middle  East  in  tankers  so  huge  that  ins\ 
tors  had  to  check  out  their  interiors  in  rubber  feci 
E7fl.         But  importing  oil  meant  massive  oil  bills,  I 
bills  so  big  that  the  Saudis  were  able  to  build  s| 
cious,  modern,  American-style  metropolises  at  pla 
like  ancient  Riyadh       *w  the  middle  of  the  si 
drenched  Arabian  desert. 
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h  irresistible  alternative  to  domestic  fuels  was  imported  oil— from  the 
[Idle  East  primarily.  The  U.S.  increased  its  dependence  on  imported  oil 
cn  10%  to  nearly  50%  of  its  needs  and  at  a  price  inflated  five-  and 
>old.  In  relying  so  heavily  on  outside  sources  of  supply  for  a  commodity 
5  vital  as  petroleum,  the  U.S.  was  obviously  taking  some  risks  with  its 
crnal  security  risks  that  a  country  as  powerful  as  the  U.S.  might  well 
xsider  it  could  afford.  But  the  political  hazards  were  almost  the  least  of  it. 
b  Arabs  were  enriching  themselves  at  the  expense  of  the  industrial  West, 
It  the  West  might  not  be  able  to  pay  that  price  without  sacrificing  at  least 
>ie  of  its  long-term  prosperity.  But  given  the  political  realities,  it  could  not 
l  to  make  that  sacrifice  either. 


COLLAPSE? 


Had  the  U.S.  and  the  industrial  \i 
exceeded  their  technological  and  ene 
resource  base?  Forty  years  ago,  at 
1939  New  York  World's  Fair,  Consolidated  Edison  greeted  the  Work 
Tomorrow  with  a  vision  of  New  York  as  the  city  of  the  future:  "The  Cit 
Light,  where  night  never  comes,"  But  the  night  came  to  New  York  last  ] 
for  the  second  time  in  little  more  than  a  decade,  in  a  terrifying  25-h 
blackout.  The  world  discovered  how  completely  a  great  city  depended 
energy  for  the  very  stability  of  its  society.  Without  energy,  New  York 
only  had  no  light,  no  water,  no  elevator  service,  no  functioning  gaso 
pumps,  no  subway  system,  no  air-conditioning,  refrigeration,  televisionJ 
traffic  control,  it  no  longer  had  a  cohesive  society. 


i 


it 


^^^^^^^ . 
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'<-,  the  New  York  blackout  a  prevision  of  the  future?  Certainly,  in  its 
ti  mitment  to  a  high-energy  society,  the  U.S.  and  the  industrial  West  had 
i  themselves  at  risk  in  ways  no  society  in  history  had  ever  done  before. 
f(  had  separated  ourselves  from  the  energy  resources  on  which  our  pros- 
aty  depended,  and  having  done  that,  we  lacked  the  technological  capa- 
lies  to  assure  the  functioning  of  the  energy  systems  we  had  created.  Had 
t  exceeded  the  limits  of  reasonable  risk?  A  great  deal  was  at  stake— the 
e  1th,  happiness  and  well-being  of  hundreds  of  millions  of  people,  and 
Kigh  there  were  better  conceivable  worlds,  this  one  was  better  than  most 
*ple  had  ever  known  throughout  history.  The  great  challenge  for  the 
Hire,  therefore,  is  to  develop  vast  new  supplies  of  energy,  lest  the  future 
if  olve  into  poverty  and  into  bloody  wars  over  what  energy  is  left. 
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^  You'lt  benefit  from  many  built-in  advantages  by  locating 
in  Memphis.  The  climate,  geography,  and  transportation 

'  facilities  make  working  and  living  here  a  definite  plus  in 
anyone's  lifestyle. 

Climate  is  a  big  factor  in  construction  Costs,  and  works 
in  your  favor  in  Memphis.  There's  no  need  for  a  snow- 
load  roof  and  the  shallow  frost  line  helps  cuts  costs  not 
corners.  Our  location  at  the  northernmost  border  of  the 
sun  belt  keeps  your  shipping  and  receiving  going^all 
year  long,  from  a  central  point,  in  touch  with  all  areas  of 
the  country.  Transportation  facilities  in  Memphis  are 
above  average.  Rail,  truck  and  air  service  are  readily 
available  arid  the  Port*ofcJ£emphis  handles^  over  11 
million  tons  of  waterbornesCar^^n^a||y^^f^< 

^  These  are  just  a  few  advantages  your  company 
can  enjoy  by  locating  in  Memphis.  Formore  information 
on  why  building  in  Memphis  can  cost  yoUJess,  contact: 
Dan  Dale,  Director  of  Industrial  Development,  Memphis 
Light,  Gas  &  Water  Division,  P.O.  Box  430,  Memphis, 
TN  38101  (Phone:  901-528-4171)  or  M  S.  "Bud" 
Worsham,  Manager,  Economic  Development  Depart*- 
ment,  Memphis  Area  Chamber  of  Commerce*  P.O.  Box 
224,  Memphis,  TN  38101  (Phone:  901-523-23221. 
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AU  from  a  can  of  condensed  milk.  J 

Gail  Borden  invented  condensed 
milk  in  1853.  We  still  make  it. 

But  today  we  also  make  America's 
widest  variety  of  packaged  foods  and  dairy 
products. 

We're  the  world's  leading  producer  of 
formaldehyde,  and  a  major  factor  in  the 
chemical  industry. 

Through  manufacturing  and  export, 
we're  represented  in  over  120  countries. 

Our  1976  sales  were  $3.3  billion,  net 
income  $113  million.  And  our  annual 
dividend  rate  is  over  $48  million. 


Earnings 
Per  Share 


Annual  Dividend 
Payout  per  Share 
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rith  Sperry  Vickers  fluid  power,  the 
erex  Titan  steers  almost  as  easily  as  an 
rdinary  pickup  truck. 

TheTerexTitan.  It's  working  now  at  Kaiser 
eel's  Eagle  Mountain  Mine.  It's  the  world's  largest 
jck:  66  feet  long,  25  feet  wide.  Fully  loaded,  it 
dghs  over  a  million  pounds.  But  you  can  steer  it 
most  as  easily  as  an  ordinary  pickup  truck. 

The  muscle  for  the  steering  comes  from  a 
>erry  Vickers  hydraulic  pump. 

On  theTitan,  day-to-day  reliability  is  a  must. 
?cause  the  bigger  the  truck,  the  more  costly  down- 
ne  becomes. 

So  Sperry  Vickers  supplied  a  remarkable  pump 
;ith  high  efficiency,  low  internal  stress  and  high 
>lerance  to  heat,  dust  and  dirt. 

As  the  world's  largest  supplier  of  hydraulic 
/stems  and  components,  Sperry  Vickers'  reliability 
as  become  axiomatic  among  cost-conscious 
lgineers  in  a  thousand  different  industries. 


Another  demonstration  of  the  big  idea  at  Sperry 
Rand  Corporation:  Making  machines  do  more  so 
man  can  do  more. 

Sperry,  Sperry  Flight  Systems,  Sperry  New  Holland,  Sperry  Remington, 
Sperry  Univac  and  Sperry  Vickers  are  divisions  of  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019. 


IT 

Making  machines  do  more  so  man  can  do  more. 


First  Tennessee  Banks 
The  firstTennessee-wide  banks. 

Now,  wherever  you  do  business  in  Tennessee  you  can 
bank  with  one  $2  billion  statewide  banking  system.  The 
biggest  between  Atlanta  and  Dallas.  From  International 
services  to  local  payrolls,  your  corporate  banking  in 
Tennessee  will  be  faster;  more  efficient.  Nearly  100  loca- 
tions in  14  cities,  including  Chattanooga,  Knoxville, 
Memphis,  Tri-Cities,  and  Nashville. 

"Registered  Seivicc  Mark  owned  and  licensed  by  First  Tennessee  National  Corporation. 
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G reater  Expectatio n s 


How  Forbes  magazine  got  the  way  it  is — and  by  whom. 


Rround  the  turn  of  the  century  when  an 
energetic  young  Scotsman  named  Bertie 
Charles  Forbes  set  out  from  Aberdeen- 
shire to  make  his  fortune,  he  couldn't 
fhave  had  the  slightest  notion  he  would 
Lend  up  founding  a  publishing  enterprise 
lhat  would  descend  into  its  61st  year  and 
Its  third  generation.  Like  Pip,  the  hero 
pf  Dickens  novel,  B.C.  Forbes  had  great 
[expectations.  That  was  all,  and  in  those 
Isimpler  and  more  romantic  days,  that 
kvas  plenty. 

Forbes  went  to  South  Africa  to  work 
for  the  Rand  Daily  Mail  at  the  time  of  its 
founding  in  1902.  A  couple  of  years  later 
he  went  to  New  York — "the  greatest 
newspaper  town  in  the  world,  as  he 
himself  described  it — and  wound  up 
spending  the  next  30  years  as  William 
Randolph  Hearst's  widely  syndicated 
chief  business  and  financial  columnist. 


He  started  his  own  magazine  in  1917 — 
"Devoted  to  Doers  and  Doings'  (named, 
in  the  style  of  the  time,  for  himself) — and 
created  the  most  successful  business 
magazine  of  its  day.  Who  could  have 
realized  greater  expectations  than  that? 

As  its  name  suggests,  Forbes  was  not 
simply  a  business  enterprise,  as  its  later 
competitors  Fortune  and  Business  Week 
were.  It  was  also  a  personal  and  eventu- 
ally a  family  enterprise,  and  this  has 
shaped  the  publication  and  still  does  in 
ways  more  critical  than  the  picnic  Mal- 
colm Forbes  throws  every  year,  follow- 
ing a  precedent  set  by  his  father,  for  the 
senior  employees  at  his  estate  in  Far 
Hills,  N.J.  The  Forbes  operation  bears 
names  ranging  from  Alvarado  to  Zapke 
these  days,  but  it  remains  a  small  and 
closely  knit  grouping — a  family  in  the 
broadest  modern  sense.  The  staff  still  has 


a  family  sense — about  themselves  and 
their  accomplishments,  about  even  their 
antagonisms — that  sets  Forbes  apart 
from  most  other  publications  these  days. 

For  its  first  decade  or  so,  the  magazine 
B.C.  had  founded  had  a  remarkable  suc- 
cess. Forbes  specialized  in  inspirational 
stories  about  the  men  who  had  made  it 
big  in  business,  and  his  readers  loved 
hearing  about  them.  "Hell,  he  wasn't 
called  B.C.  for  nothing,"  one 
FORBESman  observes,  "that  was  Before 
Competition." 

But  Forbes'  success  was  founded  on 
more  than  that.  For  all  his  admiration  of 
business  and  businessmen,  B.C.  didn  t 
hesitate  to  take  out  after  them  when  he 
found  their  behavior,  as  he  liked  to  call 
it,  "unconscionable.  In  the  very  first 
issue  he  went  after  Jay  Gould  s  son 
George  in  terms  that  don't  sound  all  that 


The  Big  Comeback:  In  1937,  when  Forbes  turned  20,  things  were  so  grim  that  B.C.  Forbes  (below,  left)  never  even 
mentioned  the  anniversary  in  the  magazine.  By  1957,  however,  the  big  turnaround  was  well  under  way,  and  Malcolm 
and  Bruce  Forbes  (right)  celebrated  with  a  party  at  the  Waldorf  honoring  the  U.S.'  50  Foremost  Businessmen. 


Father  And  Sons:  For  Malcolm  Forbes  (center),  the  new  generation  is  coming  on  fast.  Steve  (left)  is  already  an 
associate  editor  and  company  officer,  while  Christopher  has  been  learning  the  advertising  end  of  the  business. 


unfamiliar  today,  calling  him  a  "highly 
placed  misfit"  who  suffered  from  "nar- 
rowness of  vision,  unreasoning  jealousy, 
distrust  of  both  subordinates  and  rivals.  " 
Who  said:  "Times  never  change  ? 

Forbes  celebration  of  business  acu- 
men was  a  good  deal  better  adapted  to 
the  mood  of  the  Twenties  than  it  was  to 
the  Thirties,  and  by  then  the  competi- 
tive situation  had  changed.  Business 
Week  first  appeared  with  a  newsmaga- 
zine format  in  1929,  to  be  followed  in 
1930  by  Fortune  with  its  brilliant  and 
comprehensive  company  stories.  With  a 
circulation  of  67,783,  Forbes  in  1929 
was  far  and  away  the  U.S.'  most  success- 
ful business  magazine.  By  1936  it  was 
running  a  poor  third  in  competition  with 
the  two  aggressive  newcomers. 

As  the  postwar  boom  got  under  way, 
things  were  only  moderately  better.  In 
1946  Forbes'  circulation  was  93,890,  vs. 
157,530  for  Business  Week,  234,987  for 
Fortune.  But  when  B.C.  s  second  son, 
Malcolm,  came  back  from  the  war,  brim- 
ming over  with  new  ideas  and  eager  to 
realize  them,  he  began  to  push  for  the 
conversion  of  Forbes  from  the  personal 
and  highly  adulatory  journal  his  father 
created  into  the  more  detached,  objec- 
tive, sharply  critical,  staff-written  publi- 
cation it  is  today. 

At  B.C.  Forbes'  death  in  1954,  his 
two  oldest  sons  divided  his  responsibil- 
ities between  them.  Bruce  Forbes  took 
over  as  president  and  handled  the  busi- 
ness and  administrative  affairs  of  the 
company,  while  Malcolm  Forbes  devot- 


ed his  energies — except  for  a  stint  in 
politics  that  ended  in  1957 — to  the  edi- 
torial side.  Bruce  Forbes  died  in  1964 
at  the  age  of  48,  having  led  the  maga- 
zine's growth  to  643  pages  of  advertis- 
ing and  380,236  in  circulation.  For  the 
past  13  years,  Malcolm  Forbes  has 
been  in  full  charge,  becoming  sole 
stockholder  in  1969. 

Under  the  new  generation,  Forbes 
ceased  to  be  a  product  of  personal  family 
journalism.  Since  1959  the  magazine  has 
been  edited  by  James  Michaels,  whom 
Malcolm  Forbes  describes  as  "the  most 
brilliant  in  the  business.  In  1966  James 
Dunn,  Life's  adventurous  director  of  ad- 
vertising, was  named  publisher.  In  the 
past  decade  Forbes  has  racked  up  one  of 
the  most  impressive  comebacks  in  the 
history  of  journalism.  Forbes  has 
achieved  these  gains  in  competition  with 
two  of  America's  biggest  corporations — 
Time  Inc.  and  McGraw-Hill. 

By  1976  Forbes'  circulation  topped 
Fortune  s  bv  a  comfortable  margin — 
640,000  to  615,000,  while  its  advertising 
pages  went  from  398  in  1946  to  1,756  in 
1976.  From  a  poor  third,  Forbes  had 
transformed  itself  into  a  close  second. 
"We're  not  a  person  anymore,"  is  how 
Malcolm  Forbes  puts  it.  "We  re  a  publi- 
cation, and  if  we  hadn  t  become  that,  the 
magazine  would  have  died  when  my  fa- 
ther did." 

As  president  and  editor-in-chief — "by 
virtue  of  the  merit  in  owning  100%  of  the 
company's  stock,"  he  explains — Malcolm 
Forbes  makes  his  influence  felt  in  every 


facet  of  the  magazine's  operations.  He 
joyfully  continues  writing  the  Forbes 
editorials,  Fact  and  Comment,  first  start- 
ed by  his  father.  In  the  unlikely  event 
that  Malcolm  should  ever  tire  of  making 
his  opinions  on  things  known,  his  son 
Steve — Malcolm  Stevenson  Forbes  Jr. — 
is  prepared  to  take  over,  as  his  own 
editorials  that  follow  his  father's 
demonstrate. 

The  transition  to  the  next  generation 
at  Forbes  has  already  begun.  Malcolm 
Jr.  is  not  only  writing  for  the  magazine, 
he  also  is  vice  president  and  secretary  of 
the  company,  which  has  diversified  hori- 
zontally, so  to  speak,  into  motorcycles 
and  real  estate — and  vertically,  into  bal- 
loons. Though  Malcolm  Forbes  is  still 
solidly  in  control,  nobody  has  any  doubt 
where  the  future  lies.  "The  stock  owner- 
ship of  the  company  may  be  divided, 
Malcolm  Forbes  says,  "but  the  voting 
control  is  going  to  rest  with  one  man  — 
Steve  .Forbes.  "I've  made  that  perfectly 
clear.  There  shouldn't  be  any  question 
who's  in  charge  when  I'm  no  longer 
around." 

Forbes  still  wavers  between  un- 
blushing admiration  for  the  accomplish- 
ments of  business  and  some  of  the 
sharpest  business  criticism  you're  likely 
to  find  anywhere.  The  tone  may  be 
more  objective,  but  the  point  of  view  is 
just  as  individual  as  it  has  ever  been. 
B.C.  s  flair  and  zest  for  what  his  life 
was  all  about  still  surface,  as  this 
Anniversary  issue  you  hold  in  your 
hands  may  suggest.  ■ 
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Delta  is  an  ait  line  run  by  professionals. 
Like  Susan  Holland,  Flight  Attendant.  In 
the  10  years  she's  been  flying,  Susan  has  made 
a  lot  of  pleasant  memories  for  Delta  passengers. 

The  frazzled  businessman  who  remembers  how 
Susan's  warm  welcome  perked  him  up.  The  elderly  woman, 
flying  for  the  first  time,  who  remembers  how  Susan  pampered  her 
with  pillows  and  magazines  and  cheerful  talk.  The  mother  with 
three  young  tots,  who  remembers  how  Susan  turned  their  flight 
into  a  little  party. 

When  it  comes  to  people,  Susan  Holland  couldn't  care  more. 
And  that  goes  for  all  29,000 Delta  professionals. 

Delta  is  ready  when  you  are; 


This  is  Delta's  Wide-Ride  L-1011  TriStar, 
a  $21  million  superjet.  Cabins  are  almost  19  feet 
wide.  All  seals  are  two-on-the-aisle. 


Early  Schlumberger  fogging  operation  in  Peckelbronn.  France. 


50  years  ago, 

Conrad  and  Marcel  Schlumberger 

started  answering 

the  energy  problems  of  today. 


When  the  two  brothers  used  electricity  to  log  the 
underground  formations  in  the  Pechelbronn  oil 
field  in  France  in  1927,  they  had  no  conception  of 
the  impact  they  would  have  on  a  young  petro- 
leum industry. 

Today,  every  well  is  "logged"  to  determine 
where  the  oil  is  and  where  the  next  well  should  be. 

In  fact,  one  guess  is  that  more  than  75%  of 
the  energy  the  world  uses  is  due,  in  one  way  or 
another,  to  Conrad  and  Marcel's  invention  which 
began  the  evolution  of  well  logging  technology. 

Technology  that  has  come  a  long  way  since 
that  first  log  was  recorded  by  hand,  point  by 
point  in  Pechelbronn. 

Today,  up  to  a  half  dozen  logs  can  be  re- 
corded simultaneously  and  computed  instantly. 

And  in  a  world  that  is  thirsting  for  energy,  it 
is  precisely  the  kind  of  technology  needed  to  help 
solve  the  problems  we  face  today.  And  the  prob- 
lems we  will  face  tomorrow. 

And  it  is  precisely  that  kind  of  technology 
we  at  Schlumberger  will  continually  strive  to 
provide  in  our  next  50  years. 

In  the  future  as  in  the  past, 
Schlumberger  answers. 


Schlumberger 


Nobody  can  reduce 
your  record  storage 

costs 


the  way  3M  can. 


It's  a  fact. 

At  3M,  we  have  more  ways  to 
help  you  slash  record  storage 
and  distribution  costs  than 
anyone  else  in  the  business. 
Example:  3M's  "3400"  Series 
Cartridge  Microfilm  Cameras. 

These  cameras  can  reduce  a 
file  drawer  of  records  to  a  car- 
tridge you  hold  in  your  hand. 
Instead  of  spending  dollars  a 
year  for  floor  space,  you  spend  pennies  once 
for  the  cartridge.  You  achieve  file  integrity- 
records  can't  be  lost  or  misplaced.  And  you 
cut  record  retrieval  time  to  as  little  as  28 
seconds! 


3461 


The  "3400"  Camera  with 
autofeed  automatically  feeds 
about  90  letter-sized  docu- 
ments a  minute ...  smaller 
documents  even  faster.  The 
"3401"  handles  oversize  docu- 
ments up  to  153/4"wide  in  comic 
mode.  With  Computer  Forms 
Feed,  it  films  7800  print-out 
lines  a  minute.  Both  3M  Cam- 
eras "blip"  the  film  for  automatic  retrieval. 

Let  3M  show  you  the  way.  Call  your  local 
3M  Business  Products  Center  or  write  Micro- 
film Products  Division,  3M  Company,  St. 
Paul,  MN  55101. 


Better  microfilm     g  rvi 

systems  start  here...  warn  comPANY 
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Sixty  Years  Of 
Corporate  Ups,  Downs  And  Outs 

Corporate  heft  is  no  guarantee  of  survival. 


When  Forbes  published  its  first  issue 
:  n  September  of  1917,  many  of  the  cor- 
1  jorations  that  were  to  stand  out  in  U.S. 
|J  msiness  over  the  subsequent  60  years 
vere    already   well-established  giants. 
I  J.S.   Steel  was  the  biggest  industrial 
I  company  at  that  time,  with  over  $2  bil- 
ion  in  assets.  Also  among  the  very  larg- 
est companies  were  such  familiar  names 
is  Standard  Oil  of  New  Jersey  (now 
Exxon),    International    Harvester,  du 
Pont,  General  Electric,  Ford  Motor. 

Critics  of  the  U.S.  economic  system, 
[Harvard  professor  John  Kenneth  Gal- 
braith  prominent  among  them,  have 
charged  that  the  modern  corporation's 
great  size  has  made  a  farce  of  the  concept 
of  competition — the  big  just  get  bigger  at 
the  expense  of  everybody  else.  But  as 
the  following  pages  show,  the  summit  of 
'U.S.  corporate  success  is  a  slippery  one, 
and  sheer  size  is  no  guarantee  of  pros- 
perity or  even  survival. 

The  tables  show  that  a  surprising  num- 
ber of  the  100  largest  companies  in  the 
U.S.  in  1917  have  slipped  badly.  Armour 
and  Swift,  the  meatpackers,  were  among 
the  top  five  corporations  in  the  U.S.  in 
1917;  neither  remains  among  the  top  100 
companies  today.  Nor  does  American 
Smelting  &  Refining  (now  ASARCO), 
which  was  number  12'  in  1917;  or  Ana- 
conda Copper  (13th  in  1917);  Phelps 
Dodge  (15th);  Singer  Manufacturing 
(16th);  B.F.  Goodrich  (23rd);  or  Pullman 
(26th  in  1917). 

On  the  other  hand,  you've  probably  at 
least  heard  of  most  of  those  companies. 
But  have  you  ever  heard  of  International 
Mercantile  Marine?  It  was  the  llth-larg- 
est  company  in  the  U.S.  in  1917.  How 
about  Central  Leather?  It  was  24th. 
Number  38  was  American  Woolen,  num- 
ber 58  was  Atlantic  Gulf  &  West  Indies, 
number  61  was  American  Locomotive, 
number  78  was  Baldwin  Locomotive, 
and  number  100  was  a  company  called 
United  Verde  Extension  Mining.  Almost 
all  of  those  companies  have  gone  out  of 
business,  or  nearly  so.  International 
Mercantile  Marine  is  now  known  as  U.S. 
Lines  and  is  just  a  subsidiary  of  Walter 
Kidde  &  Co.,  which  is  having  trouble 


disposing  of  it.  American  Woolen,  which 
Royal  Little,  founder  of  Textron,  took 
over  to  build  his  famous  conglomerate,  is 
only  a  memory. 

Critics  of  the  U.S.  system  would  likely 
respond  that  they  prefer  to  focus  on  the 
period  following  World  War  II — which 
to  them  represents  the  heyday  of  the 
corporate  enterprise  so  high  and  mighty 
that  it  is  virtually  impervious  to  the 
forces  of  competition. 

The  contention  doesn't  hold  much  wa- 
ter. Look  at  our  list  of  100  largest  compa- 
nies in  1945.  Jersey  Standard,  U.S. 
Steel,  du  Pont  and  General  Electric 
were  still  near  the  top.  They  were  joined 
in  the  top  ten  by  some  companies  that 
had  ranked  in  the  low  30s  back  in  1917 — 
General  Motors,  Texas  Co.  (later  Texaco) 
and  Standard  Oil  of  Indiana.  All  of  these, 
of  course,  remain  huge  today. 

Yet  dozens  of  the  top  100  companies  at 
the  end  of  World  War  II  are  conspicuous 
by  their  absence  from  the  1977  list. 
Among  them:  Anaconda,  13th  in  1945; 
Montgomery  Ward,  a  proud  27th  in 
1945;  Curtiss-Wright,  which  held  the 
28th  spot.  Also  on  the  list  of  the  top  100 
companies  in  1945 — and  gone  from  the 
1977  list — are:  Loews  Inc.,  Warner 
Brothers,  Schenley  Distillers,  American 
Viscose  and  United  Shoe  Machinery. 

Several  of  these  companies  have  fallen 
on  hard  times:  some  were  absorbed  by 
other  companies.  Once-mighty  Ana- 
conda was  recently  merged  into  Atlantic 
Richfield.  Montgomery  Ward  was  left  in 
the  dust  by  Sears,  Roebuck  and  is  now 
part  of  Mobil  Corp.  Schenley  Distillers 
is  part  of  Rapid-American  Corp.,  con- 
trolled by  wheeler-dealer  Meshulam 
Riklis.  What's  left  of  American  Viscose 
was  lately  spun  off  by  owner  FMC  Corp. 

All  in  all,  65  of  the  top  100  in  1917, 
and  40  of  the  top  100  in  1945,  are  no 
longer  on  the  list  today.  Some  of  the 
companies  that  replaced  them  came 
from  virtually  nowhere  to  the  top  in  a 
matter  of  decades.  Among  them:  Ten- 
neco,  Litton  Industries,  Xerox. 

To  some  extent,  the  rise  and  fall  of 
corporate  giants  can  be  ascribed  to  tech- 
nology: Locomotive  and  leather  compa- 


nies were  obviously  victims;  computer 
companies  and  oil  companies  were  right 
where  the  action  was.  But  to  a  large 
extent,  the  management  of  the  U.S.' 
largest  companies  has  been  the  critical 
determinant  of  their  success  or  failure. 

Consider  the  locomotive  business. 
American  Locomotive  and  Baldwin  Lo- 
comotive got  creamed;  their  manage- 
ments stuck  too  long  with  the  steam 
engine.  But  General  Motors  manage- 
ment foresaw  the  promise  of  the  diesel, 
and  GM's  Electro-Motive  division  pros- 
pered. Two  other  railroad  equipment 
manufacturers,  Pullman  and  American 
Car  &  Foundry  (now  ACF  Industries), 
diversified  successfully. 

In  growth  industries,  too,  there  are 
winners  and  losers.  Take  aircraft:  Cur- 
tiss-Wright was  by  far  the  largest  aircraft 
company  at  the  end  of  World  War  II,  but 
its  president,  Roy  T.  Hurley,  failed  to 
get  his  company  into  jet  manufacturing 
until  1952 — too  late.  He  apparently  fig- 
ured that  an  improved  piston  engine 
would  compete  successfully  with  the  jet, 
and  Curtiss-Wright  slipped  from  28th 
among  U.S.  industrial  corporations  in 
1945  right  off  the  top  100.  Boeing  Co., 
by  contrast,  wasn't  even  on  the  list  of  100 
in  1945,  was  41st  in  1967,  is  94th  today. 

In  the  supercharged  data  processing 
business,  International  Business  Ma- 
chines moved  up  from  94th  in  1945  to 
fifth  today;  Burroughs  and  Honeywell 
have  both  vaulted  into  the  ranks  of  the 
top  100:  Xerox  came  from  nowhere  to 
30th  place.  Not  every  big  company  fared 
so  well  in  data  processing,  however. 
Singer's  Donald  Kircher  led  his  company 
into  minicomputers  and  point-of-sale 
terminals — with  disastrous  results.  Once 
16th  among  U.S.  corporations,  Singer  is 
no  longer  on  the  list  of  the  top  100. 

The  top  ranks  of  U.S.  industry  are 
clearly  shifting  more  than  the  system's 
critics  imagine.  This  is  not  to  say  that 
giant  companies  go  out  of  business  as 
quickly  and  easily  as  small  businesses  do 
yet,  on  this  record,  they  are  very  far 
from  being  invulnerable  to  chan 
technology  and  changing  consumer 
tastes  and  to  poor  management.  ■ 
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COMPANY 


ASSETS* 
(millions) 


REVENUES! 
(millions) 


NET  INCOM 
(millions) 


The 
Top  100 
Industrials 


1  U.S.  Steel 

2  Standard  Oil  (N.J.) 

3  Bethlehem  Steel 

4  Armour  &  Co. 

5  Swift  &  Co. 


$2,450 
574 
382 
314 
306 


6  International  Harvester 

7  E.I.  du  Pont  de  Nemours 

8  Midvale  Steel  &  Ordnance 

9  U.S.  Rubber 
10  General  Electric 


265 
263 
256 
250 
232 


11  Int'l  Mercantile  Marine 

12  American  Smelting  &  Rfg. 

13  Anaconda  Copper  Mining 

14  Standard  Oil  (N.Y.) 

15  Phelps  Dodge 


231 
222 
216 
204 
187 


16  Singer  Manufacturing 

17  Jones  &  Laughlin  Steel 

18  Westinghouse  Elec.  &  Mfg. 

19  American  Tobacco 

20  Ford  Motor 


182 
168 
165 
164 
160 


21  Union  Carbide  &  Carbon 

22  Cambria  Steel 

23  B.F.  Goodrich 

24  Central  Leather 

25  Kennecott  Copper 


157 
147 
146 
145 
143 


26  Pullman 

27  Consolidation  Coal 

28  American  Sugar  Refining 

29  Chile  Copper 

30  General  Motors 


141 
138 
137 
136 
134 


31  American  Can 

32  Sears,  Roebuck 

33  Texas  Co. 

34  American  Car  &  Foundry 

35  Standard  Oil  (Calif.) 


133 
130 
129 
127 
127 


36  Standard  Oil  (Ind.) 

37  Magnolia  Petroleum 

38  American  Woolen 

39  Pittsburgh  Coal 

40  Willys-Overland 


127 
123 
122 
113 
113 


41  Corn  Products  Refining 

42  Ohio  Cities  Gas 

43  Republic  Iron  &  Steel 

44  United  Fruit 

45  Liggett  &  Myers  Tobacco 


112 
112 
112 
110 
108 


46  Virginia  Carolina  Chem. 

47  Aluminum  Co.  of  America 

48  Lackawanna  Steel 

49  Gulf  Oil 

50  Prairie  Oil  &  Gas 


107 
104 
104 
103 
103 


$1,285 
412 
299 
577 
875 


166 
270 
NA 
176 
197 


42 
441 
156 
NA 
60 


113 
130 
96 
90 
275 


NA 
NA 

87 
92 
23 


49 

26 
200E 

19 
173 


134E 
178 

54 
108 

79 


190 

NA 
150E 

50 

NA 


100E 
40 
78 
NA 
66 


90E 

NA 

77 

71 

NA 
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COMPANY 


(millions) 


KEVENUEST 
(millions) 


NET  INCOME? 
(millions) 


THE  RUNNERS-UP 


51  Wilson  &  Co. 

52  W.R.  Grace 

53  Youngstown  Sheet  &  Tube 

54  Western  Electric 

55  Colorado  Fuel  &  Iron 


$  102 
97 
97 
96 
95 


56  Great  Northern  Iron  Ore 

57  Procter  &  Gamble 

58  Atl.,  Gulf  &  W.  Indies  SS 

59  Crucible  Steel 
50  Ohio  Oil 


94 
88 
87 
87 
85 


American  Locomotive 
F.W.  Woolworth 
Cuba  Cane  Sugar 
Mexican  Petroleum 
Morris  &  Co. 


84 
84 
83 
83 
83 


Amer.  Agricultural  Chem. 
Lehigh  Coal  &  Navigation 
National  Lead 
Sinclair  Oil  &  Refining 
Utah  Copper 


82 
81 
81 
81 
81 


International  Paper 
U.S.  Smelt.,  Rfg.  &  Mining 
Goodyear  Tire  &  Rubber 
Union  Oil  of  California 
Vacuum  Oil 


80 
80 
79 
78 
76 


National  Biscuit 
United  Shoe  Machinery 
Baldwin  Locomotive 
Deere  &  Co. 
Studebaker 


74 
74 
73 
70 
70 


International  Nickel 
R.J.  Reynolds  Tobacco 
Associated  Oil 
Cudahy  Packing 
Eastman  Kodak 


67 
66 
65 
65 
64 


P.  Lorillard 
Atlantic  Refining 
Calumet  &  Hecla  Mining 
Greene  Cananea  Copper 
General  Chemical 


63 

61 

60E 

59 

57 


Inland  Steel 
United  Motors 
Allis-Chalmers 
American  Cotton  Oi 
Crane 


57 
56 
55 
55 
54 


Libby,  McNeill  &  Libby 
Sinclair  Gulf 
Distillers  Securities 
Pan  Amer.  Pet.  &  Trans. 
Utd.  Verde  Extension  Mining 


54 
54 
53 
52 
52 


175E 
200E 

98 
152 

40 


9 

129 
48 
NA 
27 


82 
98 
NA 
18 
234E 


NA 
22 
74 
45 
49 


NA 
35 
111 
34 
NA 


58 
22 
98 
32 
50 


34 
71 
28 
185 
NA 


NA 
86 
17 
9 
NA 


NA 
35 
26 
NA 
NA 


300E 
11 
NA 

7 
15 


6.5 
12. OE 
38.4 
2.9 
4.0 


4.5 
7.1 
9.6 
12.3 
13.6 


7.2 
9.3 
7.3 
5.0 
5.4 


5.5 
3.4 
4.9 
9.1 
30.0 


8.9 
3.5 
14.0 
7.6 
9.3 


4.6 
5.4 
8.3 
4.9 
3.5 


10.1 
8.6 
3.8 
1.4 

14.5 


5.9 
9.0 
12.2 
2.5 
7.7 


10.5 
7.3 
4.0 
1.5 
NA 


NA 
1.1 
4.8 
4.3 
8.3 


101  Firestone  Tire  &  Rubber 

102  Maxwell  Motor 

103  Cosden  &  Co. 

104  Tide  Water  Oil 

105  Prairie  Pipe  Line 

106  Calumet  &  Ariz.  Mng. 

107  Lake  Superior  Co. 

108  Pierce  Oil 

109  Borden 

110  National  Aniline 


FOOTNOTES 

Figures  as  of  12/31/1917  except  when 
fiscal  year  was  used. 

NA  Not  Available. 

E  Estimated. 

d  Deficit. 

'Excludes  reserves  for  depreciation  and 
depletion  where  possible. 
tExcludes  excise  taxes. 

tAfter  depreciation,  fixed  charges,  and 
taxes  but  before  preferred  and  common 
dividends. 

Company  Footnotes  by  Rank 

2)  Revenues  include  proportionate  share 
of  earnings  of  affiliate  companies;  now 
Exxon  Corp. 

5)  Now  Esmark. 

7)  Assets  include  depreciation  charges 

not  categorized. 
9)  Now  Uniroyal. 
12)  Now  ASARCO. 

16)  Consolidated  to  include  foreign  sub- 
sidiaries; now  Singer  Co. 

18)  Now  Westinghouse  Electric  Corp. 

19)  Now  American  Brands. 

20)  Figures  unconsolidated;  parent  com- 
pany only. 

21)  Now  Union  Carbide  Corp. 

22)  Controlled  by  Midvale  Steel. 
28)  Now  Amstar. 

33)  Now  Texaco. 

34)  Now  ACF  Industries. 
41)  Now  CPC  International 

43)  Now  Republic  Steel. 

44)  Now  United  Brands. 

45)  Now  Liggett  Group. 

54)  Controlled  by  American  Telephone  & 
Telegraph. 
Now  CF  &  I  Steel. 

Trust  created  and  certificates  dis- 
tributed to  stock  holders  of  Great 
Northern  Railway  Co.  Assets  are  those 
reported  to  the  trustees  and  their  in- 
terest in  the  properties.  Revenues  are 
the  total  receipts  of  the  properties. 
Net  income  is  the  earnings  of  the 
properties  accruing  to  the  trust. 
Now  Marathon  Oil. 
64)  Controlled  by  Pan  American  Petro- 
leum &  Transport  Co. 
Now  NL  Industries. 
Now  UV  Industries. 
Now  Nabisco. 
Now  Inco  Ltd. 

Now  R.J.  Reynolds  Industries. 
Now  Atlantic  Richfield. 
96)  Assets  for  year  ended  5/1/19;  con- 
trolled by  Swift  &  Co. 
98)  Now  National  Distillers  &  Chemical. 


55) 
56) 


60) 


68) 
72) 
76) 
81) 
82) 
87) 
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Nr.  Wat 

until  you  too 


steam  engm 


Look  where  the 

science  of  energy  is  today. 

Despite  brilliant  scientific  advances,  the  prob- 
lem of  energy  is  where  it's  always  been :  Man  is 
still  trying  to  make  the  most  of  his  sources  — 
the  sun,  the  wind,  the  atom,  coal,  gas,  water, 
oil,  and  the  heat  of  the  earth. 

Take  the  sun.  Every  40  minutes,  the  earth 
receives  enough  solar  energy  to  meet  man's 
needs  for  a  year.  The  trick  still  is  to  collect  and 
store  it  at  economically  practical  cost. 

Consider  coal.  America's  400-year  supply 
can  be  burned,  or  turned  into  gas  and  oil. 
Cleaning  up  coal's  act  and  converting  it  at 
acceptable  cost  are  problems  yet  to  be  solved. 

There  are  tough  problems  involved  with  the 
use  of  every  form  of  energy.  Rockwell  is  ad- 
dressing a  variety  of  these  problems  in  a  vari- 
ety of  ways  through  a  variety  of  technologies. 

Our  annual  report  talks  about  those  efforts. 
!f  you'd  like  a  copy,  just  write  Rockwell 
International,  Department  815R,  600  Grant 
Street,  Pittsburgh,  PA  15219. 


America  is  using  46%  of  its 
hydroelectric  power  poten- 
tial. But  even  in  this  area,  ex- 
pansion and  efficiency  must 
grow  side  by  side.  Rockwell 
is  building  a  computerized 
system  that  will  help  the 
Grand  Coulee  Dam  make  the 
most  of  its  power  potential 
by  controlling  the  demand- 
output  functions. 


Rockwell  valves  standing  u 
to  15  feet  high  and  weighir 
up  to  25  tons  are  in  near 
every  U.S.  nuclear  powe 
plant.  To  slam  the  doc 
against  high-pressure  steal 
in  three  or  four  seconds,  oi 
big  valves  must  generat 
1,000,000  pounds  of  thrust - 
as  much  as  rockets  did  whe 
they  put  America's  first  sate 
lites  into  orbit. 


Thomas  Savery  patented  the 
first  steam  engine  some  38 
/ears  before  James  Watt  was 
born.  But  the  early  engines 
I  rned  great  quantities  of  coal 
wastefully,  producing  little 
power.  It  remained  for  Watt, 
while  on  a  Sunday  stroll 
through  a  Glasgow  park,  to 
;ure  out  how  to  triple  —  yes, 
iple  —  the  amount  of  work  a 
Dal-fired  steam  engine  could 
do.  Though  not  the  father  of 
e  steam  engine,  Watt  did  be- 
:ome  the  father  of  a  radically 
designed  engine  that  made  a 
,ritical  stride  in  efficiency.  He 
I     even  figured  out  a  way  to 
ieasure  the  amount  of  work  a 
1  steam  engine  could  do.  He 
called  it  horsepower. 


fiat  walk,  the 
fas  just  a  toy 


day,  2%  of  America's 
?rgy  comes  from  nuclear 
iwer.  By  2000  AD,  that 
mber  must  reach  25-30% 
ough  accelerated  plant 
istruction  —  or  this  na- 
sn  could  be  in  trouble, 
ckwell  equipment  and 
hnology  are  involved  in 
lay's  plants  —  and  in  a  new 
?eder  that  could  produce 
much  electricity  from  1.5 
is  of  uranium  as  today's 
ints  produce  from  150 
is. 


According  to  American  Pe- 
troleum Institute  estimates, 
the  U.S.  has  less  than  a  20- 
year  supply  of  known  oil  and 
gas  reserves.  In  present  and 
future  fields,  you  will  find 
our  McEvoy  oil-field  equip- 
ment helping  to  bring  out 
those  precious  and  diminish- 
ing energy  reserves  with  a 
minimum  of  waste. 


One  Rockwell  technology  in 
development  extracts  oil 
from  coal.  Another  extracts 
gas  from  coal.  A  third  lets 
power  plants  burn  high- 
sulphur  coal  without  fouling 
the  air. 


Though  solar-energy  use  is 
in  its  infancy,  developing 
technologies  will  assure  it  an 
increasing  role  in  man's  fu- 
ture. Along  with  a  variety  of 
projects  we've  already 
launched,  Rockwell  is  work- 
ing with  other  companies  on 
a  solar  electric  power  plant 
designed  to  serve  a  commu- 
nity of  10,000  people  —  for 
starters. 


Rockwell  International 

...where  science  gets  down  to  business 


The  strength  of  Fiberglas  has  helped 
stretch  the  arrow  flight  record  nearly  1  mile.  How 
much  stronger  would  it  make  your  product? 


In  3,000  years,  the  best  anybody 
could  do  with  a  wooden  footbow 
was  to  send  an  arrow  the  length  of 
about  five  football  fields. 

Then,  along  came  bows  made 
with  Fiberglas*.  Much  stronger.  With 
more  whip.  In  1970,  Harry  Drake 
cocked  one  back,  and  launched  an 
arrow  the  length  of  some  nineteen 

*TM  Reg  O  -C  F  for  reinforcements  for  plastics 


football  fields.  Nearly  a  mile  farther! 

Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  boat  hulls  and  bath- 
tubs benefit  from  the  same  strength 
that  improved  the  footbow.  Other 
products  like  home  appliances  and 


underground  tanks  are  better  becail 
they're  more  resistant  to  conostl 
more  moldable,  more  durable,  ligfu 
or  less  expensive. 

Would  a  Fiberglas  materials 
tern  make  your  product  better?  W 
help  you  find  out.  Write:  Q.R.Me 
Owens-Corning  Fiberglas  Co 
Fiberglas  Tower,  Toledo,  Ohio  436 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

Fiberglas 


The 
Top  100 
ndustrials 


ASSETS* 

REVENUESt 

NET  INCOME* 

COMPANY 

(millions) 

(millions) 

(millions) 

1 

U.S.  Steel 

$2,286 

$1,097 

$197.5 

2 

Standard  Oil  (N.J.) 

1,767 

1,523 

120.9 

3 

General  Motors 

1,131 

1,504 

247.3 

4 

Standard  Oil  (Ind.) 

874 

495 

83.0 

5 

Bethlehem  Steel 

802 

343 

42.2 

6 

Ford  Motor 

761 

1,143 

88.4 

7 

Standard  Oil  (N.Y.) 

708 

NA 

38.8 

8 

Anaconda  Copper  Mining 

681 

306 

69.1 

9 

Texas  Corp. 

610 

213 

48.3 

10 

Standard  Oil  (Calif.) 

605 

190 

46.6 

11 

General  Electric 

516 

415 

67.3 

12 

E.I.  du  Pont  de  Nemours 

497 

200E 

72.3 

13 

Shell  Union  Oil 

486 

245 

17.6 

14 

Armour  &  Co. 

452 

1,000 

9.8 

15 

Gulf  Oil 

431 

272 

44.5 

16 

Sinclair  Consol.  Oil 

401 

197 

16.6 

17 

International  Harvester 

384 

337 

36.8 

18 

Swift  &  Co. 

351 

1.000E 

13.1 

19 

Kennecott  Copper 

338 

116 

52.1 

20 

Republic  Steel 

332 

NA 

20.5 

21 

Pullman 

316 

NA 

17.7 

22 

Western  Electric 

309 

411 

27.0 

23 

U.S.  Rubber 

308 

193 

0.6 

24 

Union  Carbide  &  Carbon 

307 

142 

33.6 

25 

International  Paper 

283 

NA 

2.7 

26 

Allied  Chemical  &  Dye 

277 

NA 

30.2 

27 

Singer  Manufacturing 

269 

132 

27.5 

28 

American  Tobacco 

265 

NA 

30.2 

29 

Westinghouse  Elec.  &  Mfg. 

254 

216 

27.1 

30 

Sears,  Roebuck 

252 

444 

30.1 

31 

Tide  Water  Associated  Oil 

251 

176 

14.0 

32 

Koppers 

250E 

NA 

NA 

33 

Goodyear  Tire  &  Rubber 

243 

256 

18.6 

34 

American  Smelting  &  Rfg. 

241 

NA 

21.8 

35 

Union  Oil  of  California 

241 

89 

15.0 

36 

Humble  Oil  &  Refining 

240 

199 

32.3 

37 

Paramount  Pictures 

237 

152 

15.5 

38 

Youngstown  Sheet  &  Tube 

236 

161 

21.6 

39 

Aluminum  Co.  of  America 

235 

107 

25.3 

40 

United  Fruit 

226 

NA 

17.8 

41 

Jones  &  Laughlin  Steel 

222 

135 

20.8 

42 

International  Match 

218 

NA 

20.6 

43 

Pure  Oil 

215 

77 

6.5 

44 

Chrysler 

210 

375 

21.9 

45 

Prairie  Oil  &  Gas 

210 

132 

13.9 

46 

Vacuum  Oil 

206 

NA 

36.8 

47 

Amer.  Rad.  &  Std.  Sanit. 

199 

182 

20.0 

48 

Continental  Oil 

197 

82 

9  0  1 

49 

American  Can 

191 

157E 

22.7 

50 

Montgomery  Ward 

188 

292 

nRRF<s    ^FPTPMRFD  IK  1Q77 


1329  COMPANY 

ASSETS* 
(millions) 

REVENUESt 
(millions) 

NET  INCOME* 
(millions) 

51  International  Nickel 

52  National  Dairy  Products 

53  Borden 

54  Pittsburgh  Coal 

55  Atlantic  Refining 

$182 
.  180 
175 
172 
167 

$  66 
300 
329 
46 
154 

$22.2 
21.6 
20.4 
d 

17.3 

56  Warner  Brothers  Pictures 

57  Glen  Alden  Coal 

58  F.W.  Woolworth 

59  B.F.  Goodrich 

60  Eastman  Kodak 

167 
166 
165 
164 
163 

72 
73 
303 
165 
NA 

17.3 
12.2 
35.7 
7.4 
22.0 

61  R.J.  Reynolds  Tobacco 

62  Firestone  Tire  &  Rubber 

63  United  Cigar  Stores  of  Amer. 

64  Radio  Corp.  of  America 

65  American  Sugar  Refining 

163 
162 
162 
159 
157 

266 
145 
NA 
182 
143 

32.2 
7.7 
NA 

15.9 
6.6 

66  Liggett  &  Myers  Tobacco 

67  Great  Atl.  &  Pac.  Tea 

68  Phillips  Petroleum 

69  Prairie  Pipe  Line 

70  Marshall  Field 

150 
147 
145 
141 
137 

120 
1,054 
52 
40 

180 

22.0 
26.2 
13.2 
22.8 
9.2 

71  Studebaker 

72  National  Biscuit 

73  Richfield  Oil 

74  Phila.  &  Reading  Coal  &  Iron 

75  Wheeling  Steei 

134 
133 
132 
129 
128 

145 
139 
83 
65 
85 

11.3 
21.4 

8.6 
d0.8 

8.0 

76  Corn  Products  Refining 

77  Phelps  Dodge 

78  Crucible  Steel 

79  Loew's 

80  National  Steel 

127 
125 
124 
124 
121 

80 
40 
NA 
116 
NA 

16.3 
5.4 
8.2 
10.9 
11.8 

81  American  Car  &  Foundry 

82  Crown  Zellerbach 

83  United  Drug 

84  Crane 

85  Long  Bell  Lumber 

119 
119 
118 
116 
116 

80 
NA 
106 
NA 
28 

5.4 
4.4 
6.1 
11.6 
1.7 

86  American  Woolen 

87  Sinclair  Crude  Oil  Purch. 

88  International  Shoe 

89  Ohio  Oil 

90  S.S.  Kresge 

114 
112 
111 
111 
110 

207E 

71 
132 

83 
156 

d4.2 
d0.6 
17.0 
12.3 
15.0 

91  Gen'l  Theatres  Equipment 

92  Procter  &  Gamble 

93  National  Lead 

94  P.  Lorillard 

95  American  Locomotive 

109 
109 
108 
107 
106 

11 
202 
111 
NA 
57 

4.9 
19.1 
10.2 
1.3 
6.9 

96  American  Rolling  Mill 

97  Inland  Steel 

98  Pittsburgh  Plate  Glass 

99  Cuba  Cane  Sugar 
100    Baldwin  Locomotive 

104 
103 
102 
101 
99 

70 
69 
171 
26 
43 

6.1 
11.7 
11.7 
d0.8 

2.3 

THE  RUNNERS-UP 


101  Cleveland-Cliffs  Iron 

102  Utah  Copper 

103  Wilson  &  Co. 

104  Hudson  Coal 

105  Deere  &  Co. 

106  Nevada  Copper 

107  Consolidation  Co. 

108  United  Shoe  Machines 

109  Sun  Oil 

110  Mexican  Petroleum 


FOOTNOTES 

Figures  as  of  12/31/1929  except  whe 
fiscal  year  was  used. 

NA  Not  Available 

E  Estimated 

d  Deficit 

'Excludes  reserves  for  depreciatioi 
where  possible. 

tExcludes  excise  taxes. 

tAfter  depreciation,  fixed  charges  anc 
taxes,  but  before  preferred  and  common 
dividends. 


26 
27 

28 
29 
34 
36 
40 
47 
51 
52 
55 
57 
61 
64 
65 
66 
72 
75 
76 
79 
81 
83 
87 


89 
QO 
93 
96 
98 


Company  Footnotes  by  Rank. 

Now  Exxon  Corp. 
Figures  unconsolidated;  parent  com 
pany  only 
Now  Texaco. 
Now  Shell  Oil. 
Now  Esmark. 

Controlled  by  American  Telephone 
Telegraph. 
Now  Uniroyal. 
Now  Union  Carbide  Corp. 
99%  owned  by  International  Paper 
&  Power  Co.  in  1929.  Figures  are  for 
International  Paper  Co.  only. 
Now  Allied  Chemical  Corp. 
Consolidated  to  include  foreign  sub- 
sidiaries; now  Singer  Co. 
Now  American  Brands. 
Now  Westinghouse  Electric  Corp. 
Now  ASARCO. 

Controlled  by  Standard  Oil  (N.J.) 
Now  United  Brands. 
Now  American  STandard. 
Now  Inco  Ltd. 
Now  Kraft. 

Now  Atlantic  Richfield. 
For  1930. 

Now  R.J.  Reynolds  Industries. 

Now  RCA  Corp. 

Now  Amstar. 

Now  Liggett  Group. 

Now  Nabisco. 

Now  Wheeling-pittsburgh  Steel. 

Now  CPC  International. 

Now  Metro-Goldwyn-Mayer. 

Now  ACF  Industries. 

Now  Dart  Industries. 

Jointly  owned  by  Standard  Oil.  (Ind.) 

and  Sinclair  Consolidated  Oil  in  1929. 

Now  Interco. 

Now  Marathon  Oil. 

Now  K  mart. 

Now  NL  Industries. 

Now  Armco  Steel. 

Now  PPG  Industries. 
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It's  a  nice  place  to  visit, 
but  you  wouldn't  want  to  live  here. 


The  forest  is  a  wonderful  place  to 
?t  away  from  it  all,  but  sooner  or 
ter,  everybody  wants  to  get  back  to 
>e  comforts  of  home.  And  since 
lost  homes  are  made  of  wood,  we 
ive  to  cut  some  of  that  forest  to 
ovide  the  lumber  and  plywood.  But 
ses  are  the  one  natural  resource 
e  can  replenish,  so  nobody  will  ever 
ave  to  choose  between  having 


a  forest  or  having  a  house. 

In  the  last  five  years,  about 
90,000,000  new  trees  were  planted  by 
our  Champion  Timberlands  division. 
That's  about  5  times  as  many  as  we 
cut  down.  We're  not  just  keeping  up 
with  all  your  wood  and  paper  needs, 
but  we're  also  planning  ahead,  so  we 
can  insure  an  unending  supply  for 
all  the  generations  yet  to  come. 


As  one  of  the  two  largest  forest 
products  companies  in  the  world, 
you  look  to  us  and  our  over  50,000 
employees  every  day.  To  keep  your 
family  supplied  with  so  many  of 
the  wood  and  paper  products  they  rely 
upon.  So  it  may  be  comforting  to 
know,  that  even  though  this  is  only 
1977,  we've  already  planted  the  forests 
of  2007  A.D. 


977,  Champion  International  Corporation 


(yjl  Champion  International 

You  get  a  lot  more  than  trees  from  our  forests. 


DISCOVERED  B 


A  plastic  foam 
that  helps  protect  you  17  different  way 


AUniroyal  plastic  foam  called 
Ensolite®  has  changed  the 
shape  of  the  old-fashioned  life 
jacket.  But  that's  only  part  of  what 
Ensolite  does.  It  helps  protect  peo- 
ple in  places  as  different  as  football 
fields  and  mountain  tops. 


The  first  time  you  notice  Ensolite 
may  be  the  next  time  you  buy  a  life 
jacket. 

Life  preservers  used  to  be  stiff  and 
uncomfortable  —  a  lot  of  people 
wouldn't  wear  them  for  love  or  money. 
Obviously,  life  jackets  can't  save  lives 
when  they're  so  uncomfortable  that 
they're  left  in  the  bottom  of  the  boat. 

According  to  the  U.S.  Coast  Guard, 
life  preservers  that  are  more  comfort- 
able are  more  likely  to  be  worn  than 
stiff,  bulky  types. 

Buoyant  Ensolite  life  preservers  are 
compact,  lightweight,  soft,  and  drape 


easily  around  your  body.  (In  fact,! 
manufacturers  of  quality  life  ja| 
now  use  Ensolite.) 

But  these  are  only  some  of  Ensc| 
remarkable  properties. 

Used  in 
hundreds  of  products 

Ensolite  is  also  a  shock-absorbenil 
ding,  used  in  everything  from  foo 

Open  cell  foam  vs.  Ensolite.  Left:  I 
section  of  ordinary  urethane  foam.  I 
Cells  absorb  water,  readily  collapse  I 
impact.  Right:  cross  section  of  Ens| 
Closed  cells  with  solid  walls  shut  out  a 
water.  Ideal  for  insulation,  flotation,  :\ 
absorption. 


)  1 1  of  the  ways  shock-absorbing,  buoyant,  insulating  Ensolite  can  protect  you: 
o  >aseball  and  football  helmets,  wrestlers'  masks,  life  jackets,  elbow  and  hip  pads, 
shin  guards,  karate  gloves,  insulated  boots,  flotation  suits. 


dfts  to  operating-table  mats.  It 
\  »ns  the  falls  of  wrestlers,  ballet 
irs,  and  even  U.S.  astronauts— 
:  vere  protected  by  Ensolite  mats 
.  practicing  the  maneuvers  they'd 
|  in  weightless  space, 
solite  is  also  used  to  insulate  cars, 
nes,  and  other  vehicles  against 
nd  cold.  Mountain  climbers  have 


/Without  Ensolite: 
320  lbs.  pressure/sq.  in. 


re  "comfortable"  tennis 

♦oratory  tests  show 
ulated  tennis  racket  handle 
ded  with  Ensolite  (bottom) 
orbs  4.7  times  as  much  stress 
tandle  without  Ensolite. 


\  With 


With  Ensolite: 
68  lbs.  pressure/sq.  in 


even  slept  on  W  sheets  of  Ensolite  in 
temperatures  plunging  to  -30°F. 

But  helping  protect  people  isn't  all 
that  Ensolite  does. 

It  cuts  noise  and  vibration  in  air- 
conditioning  units.  Keeps  oil-contain- 
ment booms  afloat  at  sea.  Keeps  con- 
densation from  forming  in  the  missile 
tubes  and  hull  of  Polaris  submarines. 

(It  also  reduced  the  weight 
of  the  sub  by  22  tons.) 
Forming  plastic 
with  gas 
Ensolite  evolved  out  of 
Uniroyal's  expertise  in 
commercial  blowing 
agents— the  chemicals  used 
to  turn  plastic  and  rubber 
substances  into  spongy 
foams. 

By  working  with  highly 
sophisticated  Uniroyal 
blowing  agents,  our  chem- 
ists created  a  formidable 
range  of  different  Ensolite 
foams— for  everything  from 


featherweight  insulation  to  the  bump- 
ers used  in  docking  supertankers. 

Over  1,400 
Uniroyal  discoveries 

Ensolite  is  only  one  of  Uniroyal's  dis- 
coveries. We've  been  granted  more 
than  1,400  patents  in  the  past  17  years. 
We  have  over  1,500  scientists,  engi- 
neers, and  technicians  in  many  fields 
working  to  develop  new  Uniroyal 
products. 

Uniroyal  discoveries  have  paid  off  in 
substantial  sales  growth.  We're  a  com- 
pany with  $1.6  billion  in  assets  these 
days.  But  we  like  to  think  our  biggest 
asset  isn't  even  on  the  balance  sheet. 

Our  urge  to  discover. 

For  more  information  on  the  many  applica- 
tions of  Uniroyal  Ensolite  as  an  insulating, 
shock-absorbing,  and  flotation  material, 
write  to  John  Kroske,  Uniroyal,  Inc.,  312 
North  Hill  Street, 
Mishawako.  ' 
46544.  Ortelep] 
(219)255 


UNIROYAL 


chemical,  rubber  and  plastic  products  worldwide 


Report  from  Number  One  Wall  Street 


Investment 
Management  for 
short-term  funds. 

How  can  a  treasurer  make  sure  surplus 
cash  is  working  as  hard  as  possible 
until  needed?  Perhaps  the  nest  way  is 
to  use  the  Irving's  Short-Term  Money 
Management  Service. 


Patrick  )■  Kelly,  Assistant  Secretary  and  Manager, 
Irving's  Short-Term  Money  Management  Service. 


"Our  approach  involves  four  key 
steps}'  says  Pat  Kelly.  "First,  we  work 
closely  with  you  to  understand  your 
cash  flow  patterns  and  investment 
needs.  Next,  we  correlate  our  interest 
rate  forecasts  to  those  requirements. 
Then,  we  structure  a  portfolio 
designed  to  achieve  your  objectives  as 
to  yield,  safety  and  liquidity.  And 
finally,  we  continuously  monitor  the 
portfolio  and  make  adjustments  to 
take  advantage  of  fluctuating  rates. 

"Were  in  the  markets  daily,  seek- 
ing that  extra  eighth,  quarter  or  half  a 
percent  yield  advantage  for  customers!' 

To  find  it,  Kelly  works  with  our 
money  market  traders  to  search  the 
markets  for  higher  rates  on  CDs,  com- 
mercial paper,  governments  and  other 
money  market  instalments.  "And 
we're  constantly  analyzing  Federal 
Reserve  policy,  interest  trends,  money 
supply  and  all  the  elements  affecting 
short-term  markets','  says  Kelly. 

Talk  over  your  requirements  with 
Pat  Kelly.  He  can  save  you  time  and 
money  in  shopping  for  rates,  in  execut- 
ing transactions  and  in  securities  safe- 
keeping and  record  keeping.  His 
number:  (212)487-6512. 


Alice  Blackmore,  Assistant  Vice  President, 
Endowment  &  Foundation  Services  Department. 


Helping  trustees 
of  non-profits  keep 

pdCe.  "Trustees  of  non-profit  orga- 
nizations have  always  taken  their 
responsibilities  seriously','  says  Alice 
Blackmore,  the  Irving's  specialist  in 
Endowment  ck  Foundation  Services. 
"But  now  their  concerns  have  become 
even  more  critical. 

"Faced  with  escalating  operating 
costs,  today's  trustees  are  asking  the 
kinds  of  questions  about  asset  manage- 
ment that  can  affect  an  organization's 
continued  viability. 

"What  techniques  would 
improve  our  cash  position?  Are  our 
investment  objectives  well  defined  and 
are  they  still  valid?  How  can  we  moni- 
tor the  performance  of  our  investment 
managers  in  meeting  our  established 
goals?  Should  we  undertake  a  securi- 
ties lending  program  to  generate  addi- 
tional income?  Would  a  program  of 
selling  covered  call  options  improve 
our  rate  of  return?" 

Alice  Blackmore's  responsibility  is 
to  help  trustees  get  the  answers  they 
need.  To  do  this,  she  provides  a  single 
responsive  source  for  the  Irving's 
many  programs  and  services— and  a 
direct  line  to  Irving  specialists  in  just 
about  every  area  of  business  and 
finance,  from  cash  mobilization  to  per- 
formance measurement,  from  option 
writing  to  managing  short-term  funds. 

For  answers  to  these  questions 
and  others  you  may  be  asking,  call 
Alice  Blackmore  at  (212)  922-85 1 1 . 


Master  trust 
service  for  employee 
benefit  plan  sponsor 

"We  are  acutely  aware  of  the  increasit 
complexity  of  benefit  plan  manage- 
ment, particularly  for  organizations 
with  a  diversity  of  plans  and  multiple 
managers  and  trustees','  says  Roy  T. 
Ortman,  a  specialist  in  master  trusts. 


Roy  T.  Ortman,  Assistant  Vice  President, 
Employee  Benefit  Trusts,  Persoiud  Trust  Dtiisio 


"Our  master  trust  service  is 
designed  specifically  to  facilitate  man- 
agement and  control  for  multi-plan 
sponsors.  Anything  that  makes  that 
easier  makes  good  business  sense. 

"One  of  the  principal  advantages1 
of  a  'master  trust'  is  the  tighter  contro. 
that  results  from  consolidation  of  all  i 
plan  assets  with  one  trustee.  By  centra 
izing,  the  sponsor  has  ready  access  to 
all  information  from  one  source.  This 
simplifies  compiling  data  for  govern- 
ment reporting  and  assists  in  keeping 
management  currently  informed  on 
the  status  of  all  investments'.' 

The  Irving  draws  on  its  consider-l 
able  experience  to  design  a  trust  pack- 1 
age  that  meets  the  individual  needs  of i 
the  sponsoring  organization.  Our 
knowledgeable  and  experienced  peo-  | 
pie  are  committed  to  working 
closely  with  customers  and  making 
sure  that  each  relationship  is  structure*) 
to  achieve  maximum  efficiency 
and  flexibility. 

To  discuss  some  of  the  other 
advantages  of  the  master  trust  concept! 
and  how  it  might  make  your  job  easier] 
call  Roy  T.  Ortman,  (212)487-6712. 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK  C 
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The 
Top  100 
ndustrials 


ASSETS* 

REVENUES! 

NET  INCOME* 

COMPANY 

(millions) 

(millions) 

(millions) 

1 

Standard  Oil  (N.J.) 

$2,532 

$1,618 

$154.2 

2 

U.S.  Steel 

1,891 

1,747 

58.0 

3 

General  Motors 

1,808 

3,128 

174.4 

4 

Socony-Vacuum  Oil 

1,044 

829 

41.5 

5 

E.I.  du  Pont  de  Nemours 

1,025 

611 

77.5 

6 

Standard  Oil  (Ind.) 

946 

620 

50.3 

7 

Bethlehem  Steel 

881 

1,327 

34.9 

8 

General  Electric 

858 

1,466 

58.3 

9 

Texas  Co. 

854 

556 

51.9 

10 

Ford  Motor 

816 

897 

8.6 

11 

Standard  Oil  (Calif.) 

738 

343 

55.6 

12 

Gulf  Oil 

653 

505 

45.2 

13 

Anaconda  Copper  Mining 

616 

328 

20.4 

14 

International  Harvester 

591 

622 

24.5 

15 

Humble  Oil  &  Refining 

560 

443 

70.9 

16 

Sears,  Roebuck 

528 

1,045 

35.8 

17 

American  Tobacco 

484 

275 

19.7 

18 

Kennecott  Copper 

465 

210 

30.3 

19 

Western  Electric 

464 

861 

15.1 

20 

Sinclair  Oil 

456 

406 

29.3 

21 

Westinghouse  Electric 

450 

685 

19.8 

22 

Shell  Union  Oil 

435 

476 

28.8 

23 

Union  Carbide  &  Carbon 

428 

482 

37.9 

24 

Aluminum  Co.  of  America 

427 

89 

20.0 

25 

Chrysler 

414 

995 

32.5 

26 

Republic  Steel 

413 

498 

22.9 

27 

Montgomery  Ward 

369 

655 

9.5 

28 

Curtiss-Wright 

354 

1,198 

24.4 

29 

Swift  &  Co. 

353 

1,308 

12.3 

30 

Armour  &  Co. 

349 

1,213 

9.2 

31 

Goodyear  Tire  &  Rubber 

341 

716 

15.1 

32 

Phillips  Petroleum 

317 

213 

22.6 

33 

R.J.  Reynolds  Tobacco 

315 

221 

19.7 

34 

Eastman  Kodak 

307 

302 

25.7 

35 

Firestone  Tire  &  Rubber 

300 

682 

16.4 

36 

F.W.  Woolworth 

297 

477 

23.6 

37 

International  Nickel 

294 

148 

25.0 

38 

Liggett  &  Myers  Tobacco 

293 

193 

14.9 

39 

Allied  Chemical  &  Dye 

286 

268 

18.9 

40 

Jones  &  Laughlin  Steel 

276 

285 

8.1 

41 

Pullman 

273 

148 

13.9 

42 

Atlantic  Refining 

272 

259 

8.5 

43 

National  Steel 

261 

272 

11.1 

44 

Bendix  Aviation 

260 

649 

13.3 

45 

International  Paper 

259 

234 

8.5 

46 

U.S.  Rubber 

243 

478 

13.0 

47 

National  Dairy  Products 

242 

633 

14.1 

48 

Youngstown  Sheet  &  Tube 

240 

230 

49 

United  Fruit 

235 

NA 

18.9 

50 

Tide  Water  Associated  Oil 

233 

244 

18.1 

flRRFC     CCOTCMBCD  IK     1  Q77 
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ICS/IK 

ASSETS* 

REVENUES! 

NET  INCOME* 

I9tU  company 

(millions) 

(millions) 

(millions) 

51 

American  Can 

$232 

$  242 

$13.3 

52 

Great  Atl.  &  Pac.  Tea 

231 

1,435 

12.3 

53 

Union  Oil  of  California 

229 

135 

9.2 

54 

Singer  Manufacturing 

225 

221 

14.3 

R  F  Onnrlrirh 

223 

372 

12.3 

56 

Pure  Oil 

215  ' 

165 

13.6 

57 

American  Rolling  Mill 

207 

220 

13.4 

58 

Loew's 

207 

154 

12.9 

59 

American  Smelting  &  Rfg. 

201 

144 

11.5 

fin 

A 1 1  ic-Pha  1  mprQ 

AAII  lo  ui  toll  1 ICI  o 

198 

290 

7.1 

61 

Sun  Oil 

197 

472 

15.7 

62 

Warner  Brothers  Pictures 

196 

147 

9.9 

63 

Deere  &  Co. 

195 

138 

8.7 

64 

Phelps  Dodge 

195 

138 

10.1 

fiR 

1  P  Ppnnpu 

194 

549 

17.4 

66 

Distillers  Corp. -Seagrams 

191 

158 

13.8 

67 

Inland  Steel 

191 

217 

9.9 

68 

Procter  &  Gamble 

188 

343 

19.5 

69 

Schenley  Distillers 

187 

215 

23.9 

70 

Rorrlpn 

180 

459 

12.1 

71 

United  Aircraft 

179 

484 

12.9 

72 

Continental  Can 

178 

206 

5.8 

73 

Continental  Oil 

173 

144 

15.1 

74 

Coca-Cola 

169 

149 

25.1 

75 

O.O.  IMCjgC 

168 

223 

10.7 

76 

Paramount  Pictures 

168 

158 

15.4 

77 

General  Foods 

163 

307 

13.1 

78 

Lockheed  Aircraft 

163 

418 

5.5 

79 

Weyerhaeuser  Timber 

162 

61 

8.1 

80 

Rarlin  Porn  of  Amprira 

160 

278 

11.3 

81 

Anderson,  Clayton 

157 

246 

6.0 

82 

Douglas  Aircraft 

156 

745 

9.0 

83 

Pittsburgh  Plate  Glass 

154 

144 

13.5 

84 

American  Car  &  Foundry 

150 

118 

5.3 

85 

Twpntipth  Ppnti irv-Frw 

1  VVCIILICLII   OCMLUiy    I  VJA 

149 

178 

12,7 

86 

Celanese 

147 

104 

7.6 

87 

American  Cyanamid 

145 

159 

6.2 

88 

Hearst  Consol.  Publ. 

143 

109 

7.5 

89 

Standard  Oil  (Ohio) 

142 

146 

3.7 

90 

Ampripan  Vicrpncp 

ni  1  lei  ILCII  1   VI otUjC 

140 

119 

10.2 

.91 

Glenn  L.  Martin 

138 

356 

9.4 

92 

Wheeling  Steel 

136 

143 

4.0 

93 

National  Distillers  Products 

135 

180 

11.8 

94 

IBM 

134 

142 

10.9 

95 

National  Ri^ruit 

132 

205 

10.5 

96 

Ohio  Oil 

132 

83 

13.9 

97 

Philip  Morris 

131 

84 

6.1 

98 

United  Shoe  Machinery 

131 

59 

7.5 

99 

Dow  Chemical 

129 

102 

7.0 

100 

National  Lead 

129 

168 

6.5 

THE  RUNNERS-UP 


101  Wilson  &  Co. 

102  American  Locomotive 

103  American  Radiator 

104  American  Sugar 

105  Consolidated  Vultee 

106  Crane 

107  Owens-Illinois  Glass 

108  Safeway  Stores 

109  Corn  Products  Rfg. 

110  May  Dept.  Stores 


FOOTNOTES 

Figures  as  of  12/31/1945  except  whe 
fiscal  year  was  used. 

NA  Not  Available. 

"Excludes  reserves  for  depreciation  an 
depletion  where  possible;  U.S.  Treasu 
Tax  notes,  if  deducted  from  liabilitie 
were  added  back  to  assets. 

tExcludes  excise  taxes. 

tAfter  depreciation,  fixed  charges  am 
taxes,  but  before  preferred  and  commo 
dividends. 


Company  Footnotes  by  Rank. 

1)  Now  Exxon  Corp. 

4)  Now  Mobil  Corp. 

9)  Now  Texaco. 

10)  Figures  unconsolidated,  parent  com 
pany  only.  Net  income  after  tail 
credit  of  $23.6  million;  ccmpan 
had  net  loss  of  $15  million  before 
taxes. 

15)  Controlled  by  Standard  Oil  (N.J.). 

17)  Now  American  Brands. 

19)  Controlled  by  American  Telephone* 
Telegraph. 

22)  Now  Shell  Oil. 

23)  Now  Union  Carbide  Corp. 
29)  Now  Esmark. 

33)  Now  R.J.  Reynolds  Industries. 

37)  Now  Inco  Ltd. 

38)  Now  Liggett  Group. 

39)  Now  Allied  Chemical  Corp. 
42)  Now  Atlantic  Richfield. 
44)  Now  Bendix  Corp. 

46)  Now  Uniroyal. 

47)  Now  Kraft. 

49)  Now  United  Brands. 

52)  Consolidated  to  include  foreign  sub- 
sidiaries; now  Singer  Co. 

57)  Now  Armco  Steel. 

58)  Now  Metro-Goldwyn-Mayer. 

59)  Now  ASARCO. 
61)  Now  Sun  Co. 
66)  Now  Seagram  Co. 

71)  Now  United  Technologies. 

72)  Now  Continental  Group. 
75)  Now  K  mart. 

79)  Now  Weyerhaeuser  Co. 

80)  Now  RCA  Corp. 

83)  Now  PPG  Industries. 

84)  Now  ACF  Industries. 

88)  Wholly  owned  by  Hearst  Corp. 

90)  Now  A.V.C.  Corp. 

92)  Now  Wheeling-Pittsburgh  Steel. 

93)  Now  National  Distillers  &  Chemical. 

95)  Now  Nabisco. 

96)  Now  Marathon  Oil. 
100)  Now  NL  Industries. 
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The 
Top  100 

industrials 


ASSETS* 

REVENUESt 

NET  INCOME? 

COMPANY 

(millions) 

(millions) 

(millions) 

, 

Standard  Oil  (N.J.) 

$13,853 

$12,191 

$1,090.9 

2 

General  Motors 

12,916 

20,209 

1,793.4 

3 

Ford  Motor 

8,090 

12,240 

621.0 

4 

Texaco 

6,363 

4,427 

692.1 

5 

Gulf  Oil 

5,892 

3,782 

504.8 

6 

U.S.  Steel 

5,750 

4,355 

249.2 

7 

Sears,  Roebuck 

5,285 

6,805 

321.5 

8 

Mobile  Oil 

5,512 

5,254 

356.1 

9 

General  Electric 

4,852 

7,177 

338.9 

10 

IBM 

4,661 

4,248 

526.1 

11 

General  Telephone  &  Elec. 

4,511 

2,391 

198.7 

12 

Standard  Oil  (Calif.) 

4,502 

2,698 

424.0 

13 

Standard  Oil  (Ind.) 

3,849 

2,709 

255.9 

14 

Chrysler 

3,149 

5,650 

189.2 

15 

Shell  Oil 

3,035 

2,790 

255.2 

16 

E.I.  du  Pont  de  Nemours 

3,016 

3,185 

389.1 

17 

Tenneco 

2,909 

1,164 

108.1 

18 

Phillips  Petroleum 

2,673 

1,686 

144.5 

19 

Bethlehem  Steel 

2,555 

2,669 

170.9 

20 

Western  Electric 

2,498 

3,624 

173.1 

21 

Union  Carbide 

2,418 

2,224 

231.0 

22 

International  Tel.  &  Tel. 

2,360 

2,121 

89.9 

23 

Continental  Oil 

2,070 

1,749 

115.6 

24 

Aluminum  Co.  of  America 

1,940 

1,373 

106.1 

25 

Westinghouse  Electric 

1,932 

2,581 

119.7 

26 

Goodyear  Tire  &  Rubber 

1,912 

2,476 

118.5 

27 

Union  Oil  of  California 

1,899 

1,364 

134.2 

28 

Monsanto 

1,865 

1,612 

112.4 

29 

International  Harvester 

1,794 

2,583 

109.7 

30 

Sinclair  Oil 

1,791 

1,377 

93.9 

31 

Cities  Service 

1,721 

1,296 

120.1 

32 

Montgomery  Ward 

1,709 

1,894 

16.5 

33 

Dow  Chemical 

1,705 

1,310 

121.7 

34 

Celanese 

1,685 

1,020 

66.7 

35 

Eastman  Kodak 

1,673 

1,742 

318.2 

36 

Atlantic  Richfield 

1,660 

1,094 

113.5 

37 

Allied  Chemical 

1,494 

1,246 

89.2 

38 

Procter  &  Gamble 

1,483 

2,439 

174.1 

39 

Radio  Corp.  of  America 

1,472 

2,549 

132.4 

40 

W.R.  Grace 

1,462 

1,279 

58.6 

41 

Boeing 

1,445 

2,357 

76.1 

42 

Firestone  Tire  &  Rubber 

1,417 

1,815 

101.8 

43 

Sun  Oil 

1,412 

1,047 

100.6 

44 

Republic  Steel 

1,411 

1,360 

93.7 

45 

Anaconda  Co. 

1,407 

1,235 

132.4 

46 

Reynolds  Metals 

1,341 

839 

64.2 

47 

International  Paper 

1,305 

1,450 

105.2 

48 

Armco  Steel 

1,270 

1,225 

86.7 

49 

R.J.  Reynolds  Tobacco 

1,205 

1,094 

137.9 

50 

Deere  &  Co. 

1,173 

1,062 

78.7 
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1366  COMPANY 

ASSETS* 
(millions) 

REVENUESt 
(millions) 

NET  INCOME* 
(millions) 

THE  RUNNERS-UP 

51  Olin  Mathieson  Chemical 

52  Kaiser  Alum.  &  Chemical 

53  National  Steel 

54  Caterpillar  Tractor 

55  Jones  &  Laughlin  Steel 

$1,163 
1,134 
1,129 
1,118 
1,110 

$1,117 
782 
1,051 
1,524 
1,010 

$  66.7 
58.9 
71.9 
150.1 
65.1 

101  Gen'l  Tire  &  Rubber 

102  Signal  Oil  &  Gas 

103  Borg  Warner 

104  Allis-Chalmers 

105  Coca-Cola 

106  Bendix 

107  Xerox 

108  Kimberly-Clark 

109  Safeway  Stores 

110  Standard  Oil  (Ohio) 

111  American  Metal  Clima/B 

112  Chas.  Pfizer 

113  Gen'l  Amer.  TransportnH 

114  Phelps  Dodge 

115  No.  Amer.  Aviation 

116  United  Merch.  &  Mfrs.  1 

117  National  Cash  Register  1 

118  American  Home  Prods.  1 

119  Scott  Paper 

120  Amer.  Smelt.  &  Rfg. 

121  Skelly  Oil 

122  Schenley  Industries 

123  Kaiser  Industries 

124  J. P.  Stevens 

125  Kaiser  Steel 

FOOTNOTES 

Figures  as  of  12/31/1966  except  when  1 
fiscal  year  was  used. 

d  Deficit. 

*Excludes  reserves  for  depreciation  and  1 
depletion  where  possible;  includes  U.S. 
Treasury  notes,  if  deducted  from  liabilities 
and  added  back  to  assets. 

tExcludes  excise  taxes. 

tAfter  depreciation,  fixed  charges  and 
taxes,  but  before  preferred  and  common 
dividends. 

Company  Footnotes  by  Rank. 

1)  Now  Exxon  Corp. 
8)  Now  Mobil  Corp. 

11)  Considered  a  public  utility  in  prior 
periods. 

17)  Considered  a  public  utility  in  prior 
periods. 

20)  Wholly  owned  by  American  Telephone 
&  Telegraph. 
•  22)  Considered  a  public  utility  in  prior 
periods. 

31)  Considered  a  public  utility  in  prior 

periods. 
39)  Now  RCA  Corp. 
43)  Now  Sun  Co. 

49)  Now  R.  J.  Reynolds  Industries. 
51)  Now  01  in  Corp. 

58)  Now  United  Technologies. 

59)  Now  American  Brands. 
61)  Now  Inco  Ltd. 

69)  Now  Continental  Group. 
73)  Now  PPG  Industries. 

77)  Now  Kraft. 

78)  Now  Seagram  Co. 

86)  Now  Champion  International. 

95)  Now  Esmark. 

97)  Now  CPC  International. 

56  American  Can 

57  Kennecott  Copper 

58  United  Aircraft 

59  American  Tobacco 

60  Sperry  Rand 

1,087 
1,075 
1,046 
1,033 
1,033 

1,370 
740 

1,663 
919 

1,487 

71.6 
125.4 
46.5 
86.0 
53.9 

61  International  Nickel 

62  Inland  Steel 

63  Uniroyal 

64  Tidewater  Oil 

65  Weyerhaeuser 

1,023 
1,019 
1,011 
1,011 
997 

694 
1,054 
1,321 
696 
838 

118.2 
68.1 
45.3 
71.9 
79.2 

66  Burlington  Industries 

67  Singer 

68  F.W.  Woolworth 

69  Continental  Can 

70  Georgia-Pacific 

992 
983 
976 
957 
953 

1,372 
1,049 
1,573 
1,339 
659 

77.1 
47.3 
67.7 
70.9 
50.3 

71  Minnesota  Mining  &  Mfg. 

72  Youngstown  Sheet  &  Tube 

73  Pittsburgh  Plate  Glass 

74  General  Foods 

75  American  Cyanamid 

953 
953 
950 
929 
911 

1,153 
762 
942 

1,652 
953 

138.5 
42.8 
49.5 
98.8 
94.4 

76  Borden 

77  National  Dairy  Products 

78  Distillers  Corp. — Seagrams 

79  Crown  Zellerbach 

80  Marathon  Oil 

910 
885 
883 
874 
872 

1,546 
2,252 
467 
764 
622 

57.7 
73.5 
45.1 
53.7 
68.8 

81  Great  Atl.  &  Pac.  Tea 

82  Owens-Illinois 

83  B.F.  Goodrich 

84  Douglas  Aircraft 

85  J.C.  Penney 

863 
863 
850 
850 
817 

5,475 
908 
1,039 
1,048 
2,549 

56.2 
54.2 
48.6 
d27.6 
79.1 

86  U.S.  Plywood 

87  Federated  Dept.  Stores 

88  Honeywell 

89  May  Department  Stores 

90  National  Distillers  &  Chem. 

798 
775 
772 
759 
743 

1,029 
1,412 
914 
979 
547 

43.3 
73.6 
45.3 
38.4 
40.7 

91  Litton  Industries 

92  General  Dynamics 

93  Lockheed  Aircraft 

94  St.  Regis  Paper 

95  Swift  &  Co. 

743 
734 
727 
726 
718 

1,172 
1,797 
2,085 
700 
2,970 

55.6 
58.4 
58.9 
38.7 
19.8 

96  Allied  Stores 

97  Corn  Products 

98  FMC 

99  Armour  &  Co. 
100    Sunray  DX  Oil 

710 
703 
694 
686 
686 

1,030 
1,048 
1,010 
2,280 
525 

22.7 
58.2 
62.9 
24.7 
44.8 
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^ere  Union  Gamp: 
look  at  us  this  wa>;. 


Capital  t>Fllu""  _     

♦  for  vears  prior  to  i976  have  been  restated  to  give  effect 
Per  share  amounts  tor  y       £  have  been  restated  to  gjve  effect 

Per  share  amounts  tor  years  y 


to  the  three  for  twn  c»n  l 


...a  company  that's  growing  from  the  ground  up. 

Over  the  last  decade.  Union  Camps  net  earnings  have  grown  at  an  aveI^  ^^P°md 

Increased Jour  dTvtiend  eight  timesTn  addition,  retained  earnings,  augmented  by  a  new  eqmty 

growth  out  basfc  businesses.  And,  we  project  thatall  of  it  can  be  financed  through  our  current 
cash  position  plus  internal  cash  flow.  ___B 

Why  not  look  at  us  as  our  [|||T™BTnn  (Jrowill^  111  IllorC  >VSl>S  tllilll  OllC 

investors  do.  Write  for  our  latest  MUtf 

Annua'  Report  ^^BsThZcamp  Corporation.  1600Valle,  R  I  Wayne  Neu  lersi 

PAPER  •  PACKAGING  •  rHFMlCALS  ■  MINERALS  ■  BUILDING  PRODUCTS  ■  LAND  DEVELC^^E^ 


CAMP 


^«PPOBATlON  TEN  YEAR  FINANCIAL  REVIEW 

(DCars  in  thousands  except  per  percent  figures) 

Average 
Compound 
Growth 


Centers  record  of  earnings. 
A  result  of  being  in  the  right  place 

at  the  right  time. 


During  the  past  nine  years,  we've 
had  a  record  of  consistent  earnings 
growth.  With  more  than  9% 
compounded  annual  growth  for 
the  last  five  years. 

And  15  straight  years  of 
increasing  dividends. 

The  reason  for  this  track  record 
is  rather  simple.  Our  telephone 
companies  operate  in  some  of  the 
fastest  growing  metro  areas 
around  the  nation.  Where  there's 
an  expanding  need  for  our  services. 


You'll  find  people  relying  on  our 
telephones  in  the  major  oil  and 
industrial  centers  of  Texas. 

We're  also  in  the  energetic 
Des  Plaines-Park  Ridge  section 
next  to  Chicago's  O'Hare  Airport. 
And  the  busy  furniture  and  textile 
centers  of  North  Carolina  and 
Virginia. 

You'll  also  find  us  in  fabulous 
Las  Vegas  as  well  as  expanding 
Tallahassee.  Not  to  mention 
prospering  rural  areas  of  Iowa 
and  Minnesota. 


We're  the  fourth  largest 
independent  phone  company  in  the 
country.  And  we're  serving  over 
Wz  million  phones  in  diversified 
places  having  a  wide  range  of 
business  activities. 

Which  means  we're  in  a  lot  of 
places  where  people  have  a  lot  to 
talk  about. 

And  for  a  phone  company,  you 
can  see  what  that  means. 

I  CEIMTEL 
1     1  r  1 

CENTRAL  TELEPHONE  &  UTILITIES 

Chicago,  Illinois 


The 
Top  100 
ndustrials 


ASSETS* 

REVENUESt 

NET  INCOME* 

COMPANY 

(millions) 

(millions) 

(millions) 

1 

Exxon 

$36,331 

$48,631 

$2,641.0 

2 

General  Motors 

24,343 

47,181 

2,902.8 

3 

Mobil  Corp. 

18,767 

26,063 

942.5 

4 

Texaco 

18,194 

26,452 

869.7 

5 

IBM 

17,723 

16,304 

2,398.1 

6 

Ford  Motor 

15,749 

28,840 

983.1 

7 

Standard  Oil  (Calif.) 

13,765 

19,434 

880.1 

8 

General  Telephone  &  Elec. 

13,601 

6,751 

453.2 

9 

Gulf  Oi! 

13,449 

16,451 

816.0 

10 

Sears,  Roebuck 

12,711 

14,950 

694.5 

11 

General  Electric 

12,050 

15,697 

930.6 

12 

Standard  Oil  (Ind.) 

11,213 

11,532 

893.0 

13 

International  Tel.  &  Tel. 

11,070 

11,764 

494.5 

14 

U.  S.  Steel 

9,168 

8,604 

410.3 

15 

Atlantic  Richfield 

8,853 

8,463 

575.2 

16 

Shell  Oil 

7,837 

9,230 

705.8 

17 

Tenneco 

7,177 

6,389 

383.5 

18 

Chrysler 

7,074 

15,538 

328.2 

19 

E.  1.  Du  Pont  de  Nemours 

7,018 

8,361 

459.3 

20 

Dow  Chemical 

6,849 

5,652 

612.8 

21 

Union  Carbide 

6,622 

6,346 

441.2 

22 

Standard  Oil  (Ohio) 

6,260 

2,916 

136.9 

23 

Continental  Oil 

6,042 

7,958 

460.0 

24 

Eastman  Kodak 

5,517 

5,438 

650.6 

25 

Westinghouse  Electric 

5,318 

6,145 

223.2 

26 

Western  Electric 

5,178 

6,931 

203.6 

27 

Phillips  Petroleum 

5,068 

5,698 

411.7 

28 

Bethlehem  Steel 

4,939 

5,248 

168.0 

29 

Sun  Company 

4,836 

5,387 

356.2 

30 

Xerox 

4,612 

4,404 

358.9 

31 

Goodyear  Tire  &  Rubber 

4,336 

5,791 

122.0 

32 

R.J.  Reynolds  Industries 

4,277 

4,291 

353.9 

33 

Union  Oil  of  California 

4,227 

5,351 

268.8 

34 

Procter  &  Gamble 

4,103 

6,513 

401.1 

35 

Monsanto 

3,958 

4,270 

366.3 

36 

Occidental  Petroleum 

3,905 

5,534 

183.7 

37 

Caterpillar  Tractor 

3,894 

5,042 

383.2 

38 

RCA 

3,836 

5,329 

177.4 

39 

Weyerhaeuser 

3,682 

2,868 

306.0 

40 

International  Paper 

3,640 

3,541 

253.6 

41 

Getty  Oil 

3,629 

3,059 

258.5 

42 

Inco  Ltd. 

3,628 

2,040 

196.8 

43 

Cities  Service 

3,615 

3,965 

217.0 

44 

Philip  Morris 

3,582 

3,134 

265.7 

45 

International  Harvester 

3,575 

5,488 

174.1 

46 

Aluminum  Co.  of  America 

3,570 

2,924 

143.8  1 

47 

J.  C.  Penney 

3,484 

8,354 

228.1  ! 

48 

Gulf  &  Western  Inds. 

3,480 

3,396 

200.2  I 

49 

Minnesota  Mining  &  Mfg. 

3,324 

3,514 

338.5 

50 

Firestone  Tire  &  Rubber 

3,261 

3,939 

96.0 

: 

DRRF^    <?FPTFMRFR  1  *  1Q77 
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ASSETS* 

REVENUES! 

NET  INCOME* 

19  ##  COMPANY 

(millions) 

(millions) 

(millions) 

51 

Marathon  Oil 

$  3,043 

$  3,488 

$  195.8 

52 

Deere  &  Co. 

2,893 

3,134 

241.6 

53 

Rockwell  International 

2,889 

5,195 

123.4 

54 

K  mart 

2,866 

8,484 

*  266.6 

55 

Sperry  Rand 

2,841 

3,270 

156.8 

56 

Armco  Steel 

2,834' 

3,151 

119.8 

57 

AMAX 

2,799 

1,170 

150.1 

58 

National  Steel 

2,798 

2,841 

85.7 

59 

Amerada  Hess 

2,777 

3,915 

152.6 

60 

W.  R.  Grace 

2,756 

3,615 

131.9 

61 

United  Technologies 

2,626 

5,166 

157.4 

62 

Georgia-Pacific 

2,584 

3,038 

215.3 

63 

Halliburton 

2,553 

4,866 

305.5 

64 

Burroughs 

2,539 

1,871 

185.9 

65 

American  Brands 

2,456 

2,672 

122.0 

66 

Allied  Chemical 

2,439 

2,630 

126.3 

67 

IC  Industries 

2,353 

1,689 

60.8 

68 

General  Foods 

2,345 

4,910 

177.3 

69 

Reynolds  Metals 

2,342 

2,084 

75.1 

70 

Republic  Steel 

2,333 

2,546 

65.9 

71 

NCR 

2,312 

2,313 

90.0 

72 

Kennecott  Copper 

2,308 

956 

8.8 

73 

Federated  Dept.  Stores 

2,269 

4,447 

168.1 

74 

Honeywell 

2,204 

2,495 

105.3 

/b 

Owens-I  llinois 

2,195 

2,590 

106.7 

76 

Continental  Group 

2,189 

3,458 

118.3 

77 

Kaiser  Alum.  &  Chemical 

2,181 

1,852 

44.5 

78 

Champion  International 

2,180 

2,911 

103.1 

79 

Pfizer 

2,173 

1,888 

159.9 

80 

Seagram 

2,161 

1,092 

80.5 

81 

LTV 

2,135 

4,497 

30.7 

82 

McDonnell  Douglas 

2,130 

3,544 

108.9 

83 

Beatrice  Foods 

2,129 

5,289 

182.6 

84 

Ashland  Oil 

2,105 

4,087 

136.0 

85 

F.W.  Woolworth 

2,093 

5,152 

108.2 

86 

Inland  Steel 

2,069 

2,388 

104.0 

87 

Litton  Industries 

2,057 

3,355 

11.8 

88 

PPG  Industries 

2,033 

2,255 

151.5 

89 

American  Cyanamid 

2,002 

2,094 

135.8 

90 

Schlumberger 

1,995 

1,810 

293.2 

91 

American  Can 

1,956 

3,143 

100.9 

92 

Warner-Lambert 

1,930 

2,349 

159.7 

93 

FMC 

1,920 

2,145 

80.2 

94 

Boeing 

1,919 

3,919 

102.9 

r\  r- 

95 

Celanese 

1,910 

2,123 

69.0 

96 

Coca-Cola 

1,903 

3,033 

285.0 

97 

TRW 

1,870 

2,929 

133.1 

98 

Signal  Companies 

1,869 

2,480 

64.8 

99 

Engelhard  Min.  &  Chem. 

1,853 

6,464 

124.9 

100 

Kraft 

1,822 

4,977 

135.7 

THE  RUNNERS-UP 


101  Pennzoil 

102  Borden 

103  Merck 

104  Colgate-Palmolive 

105  Lykes  Corp. 

106  Phelps  Dodge 

107  Esmark 

108  Ingersoll-Rand 

109  Burlington  Industries 

110  Boise  Cascade 

111  Johnson  &  Johnson 

112  Dresser  Industries 

113  Safeway  Stores 

114  Williams  Companies 

115  Bendix 

116  Uniroyal 

117  Crown  Zellerbach 

118  Kerr-McGee 

119  Singer 

120  Lockheed  Aircraft 

121  Eli  Liily 

122  B.F.  Goodrich 

123  Ralston  Purina 

124  ASARCO 

125  Gen'l  Tire  &  Rubber 


FOOTNOTES 

Figures  as  of  12/31/76  except  when  fiscal 
year  was  used. 

•Total  assets  as  reported  by  company. 

tExcludes  excise  taxes. 

t After  depreciation,  fixed  charges  and 
taxes  but  before  preferred  and  common 
diviaends. 

Company  Footnotes  by  Rank 

26)  Wholly-owned  by  American  Telephone 
&  Telegraph. 

67)  Considered  a  railroad  in  prior  periods. 
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you  just  think 
lergy  when  you 
link  Cities  Service . 


ERGY  is  still  a  major  interest  in  our  $4-1  »i  1 1  ion  natural 
Lirce  company.  This  year  approximately  80%  of  our  capital 
rtment  will  be  devoted  to  energy  development  in  North 
rica  and  in  17  other  countries. 

But  our  18,000  people  are  also  involved  in  a  broad  range 
her  highly  diversified  efforts.  We  find,  produce  or 
ufacture  energy,  chemical  and  metal  products  of  a  wide 
;ty. 

From  plastics,  petrochemicals,  helium,  copper,  iron  ore, 
i  and  carbon  black. To  wire  and  cable,  natural  gas,  iron 
es  and  a  host  of  other  products. 

So  when  you  think  of  Cities  Service  as  an  energy  company, 
should  also  think  of  us  as  a  chemicals  and  metals  company, 
iged  in  a  constant  effort  to  discover  and  produce  new 
ral  resources.  Resources  we  need  more  and  more  for  a 
sufficient  America. 

For  a  copy  of  our  Annual  Report,  write  Cities  Service  Co., 
ual  Report,  Box  300,  Tulsa,  Oklahoma  74102. 

Take  a  closer  look  at  us.  There's  a  lot  to  see. 

TIES  SERVICE  COMPANY 

ritiht  1977  Cities  Service  Comnanv.  sfcReeistered  Trademarks  of  Cities  Service  Cnmnanv 


CITGO 


A 

k 

CITCO 

think  again 

SYNTHETIC  FUELS  We  re  a  major 

partner  in  the  $2-hillion  Syncrude  project 
that  will  eventually  produce  125,000  barrels 
of  synthetic  crude  each  day. 


and  again 

CHEMICALS  We're  a  basic  producer  for 
industry  and  agriculture.  Supplying  a  variety 
of  chemicals  such  as  sulfuric  acid,  used  in 
paper,  textiles  and  metallurgy. 


and  again 

PETROCHEMICALS  We  re  a  growing 
producer  of  ethylene,  propylene,  and  poly- 
ethylene. The  materials  that  go  into  making 
hundreds  of  products  you  use  today,  from 
housewares  to  power  cables  to  bread  bags. 


THE  ENERGY,  CI 

METALS  COMPANY 


United  Brands  had  an  idea  for  delivering 
financial  reports  as  fresh  as  their  foods... 


Foods  and  financial  data  have  at  least  one 
thing  in  common. 

Both  are  highly  perishable.  So 
unless  they're  delivered  quickly  to  the 
customer,  they  soon  lose  their  appeal  and 
their  usefulness. 

As  a  leading  international 
producer,  processor  and  distributor  of 
foods,  including  Chiquita*  Bananas, 
John  Morrell  *  Meats  and  A&  W  *  Root 
Beer,  United  Brands  Company,  and  its 
subsidiary  companies,  depend  on  the 
freshness  of  its  food  products. 

And,  as  the  world's  leading 
supplier  of  commercially  available 
computer  services,  General  Electric 
Information  Services'  reputation  depends 


on  the  freshness  and  immediacy  of  the 
data  it  provides  to  more  than  5,000 
companies  around  the  world. 

GE  and  Falcon 
replace  manual  system 

So  when  United  Brands  wanted  reports 
faster,  and  more  easily  produced  than 
those  delivered  by  the  existing  manual 
methods,  their  idea  was  to  upgrade  to  a 
proven  automated  system. 

General  Electric  computing 
services  and  FALCON,  an  automated 
management  reporting  system,  proved  to 
be  the  best  solution. 

Developed  by  a  major 
international  accounting  firm  and 


available  exclusively  on  General  Electri 
MARK  III®  Service,  FALCON 
consolidates  reams  of  financial  and 
operating  data  from  United  Brands'  14 
worldwide  subsidiaries. 

Complex  reports 
easier  to  produce 

FALCON  then  automatically 
accummulates  data,  balances  it,  and 
delivers  a  wide  variety  of  reports  to 
United  Brands  management.  These 
include  financial  statements,  as  well  as 
information  needed  for  tax  returns,  SE< 
and  other  government  reports. 

The  combination  of  FALCON  1 1 
and  General  Electric  computing  service 


'Registered  Trademarks  of  United  Brands  Company 


General  Electric  computing  services 
helped  bring  it  to  reality. 


Derformed  so  successfully  that  United 
ids  is  adding  a  companion  system 
d  FORECAST,  which  provides  pro 
la  financial  statements  using  the 
■CON  database  to  attempt  to  predict 
re  financial  positions. 

Computing  services... 
hink  of  the  possibilities 

usands  of  major  companies  in 
tically  all  industries  have  discovered 
General  Electric  computing  services 
provide  a  good  business  solution  to 
ty  of  their  information/ data 
:essing  needs.  Whether  they  use  one 
ie  hundreds  of  our  standard 
*rams,  or  have  GE  completely  design 


a  customized  system,  they  can  rely  on  the 
computer  power  of  GE  MARK  III 
Service  for  such  tasks  as  economic 
analysis  and  planning,  order  service,  cash 
management,  budgeting,  profit 
planning— and  much  more. 

To  see  how  other  managers  have 
harnessed  the  power  of  MARK  III 
Service  to  their  ideas,  drop  us  a  note  on 
your  company  letterhead.  We'll  add  your 
name  to  our  award-winning  executive 
magazine,  "LEADER",  and  forward  you 
a  current  issue.  Write  to:  Roger  Hobbs, 


GENERAL 


General  Manager,  Sales  Department, 
General  Electric  Information  Services 
Division,  401  N.  Washington  Street, 
Rockville,  Maryland  20850. 

And,  the  next  time  you  have  an 
idea  that  you'd  like  to  bring  into  sharper 
focus,  give  our  local  GE  Information 
Services  Branch  Manager  a  call.  He  can 
marshal  all  the  people,  programs,  net- 
work, and  computer  power  j^KS^. 
you  need  to  help  you  5if*N 
make  things  happen. 


291-17A 


ELECTRIC 


Not  an  ounce  more  weight 
than  needed  in  the  steel 
we  put  in  her  car 


Today's  trend  is  to  "trim."  In  people. 
In  the  products  they  use.  In  the 
materials  to  make  those  products. 

In  automobiles,  for  example,  the  long 
range  trend  is  to  smaller,  more  efficient, 
lighter  weight  vehicles  to  improve 
miles-per-gallon  of  gasoline  and  help 
ease  the  demand  on  America's 
critically  diminished  energy  supplies. 

We're  helping  auto  makers  reach  their 
new  energy-saving  goals  with  a  new 
generation  of  high  strength  low  alloy 


"weight-saver"  steels.  Delivering  more 
than  twice  the  strength  of  conven- 
tional steels  for  continued  safety  and 
durability.  Offering  high  formability, 
fabricability,  and  profitability.  Yet  capa- 
ble of  providing  substantial  weight 
reduction  in  component  auto  parts, 
such  as  bumpers,  motor  mounts,  side 
door  guard  beams,  brake  booster 
support  brackets,  seat  belt  brackets, 
and  many  more. 

HSLA  steels  are  a  typical  result  of  the 


Rcpublicsteel 


imaginative,  forward-looking  work 
being  done  at  Republic's  Ohio-basi 
research  and  steelmaking  facilities] 
Meeting  modern  demands  with  new 
and  sophisticated  steel  technology! 
Putting  more  creative  thought  and  e 
perimentation,  more  painstaking  del 
opment  and  testing  into  every  pou 
of  steel  we  make.  So  customers  cai 
get  more  value  for  the  price  they  pa 

Republic  Steel  Corporation,  Clevela 
OH  44101. 


The  Top  100 

Survivors,  Dropouts  &  Newcomers 

Each  of  the  209  companies  listed  alphabetically  below  has  appeared  on  one  or  more  of  the  listings 
of  the  Top  100  industrial  companies  in  the  U.S.  After  each  name  appears  the  ranking  it  attained  in 
each  period  in  accordance  with  its  asset  size 


COMPANY 

ied  Chemical  &  Dye  (Allied  Chemical) 
ied  Stores 
is  Chalmers 

jminum  Co.  of  America 
|AX 

lerada  Hess 

lerican  Agricultural  Chemical 
lencan  Can 

nerican  Car  &  Foundry 
lerican  Cotton  Oil 
lerican  Cyanamid 
lerican  Locomotive 

nerican  Radiator  &  Std.  Sanitary 
lerican  Rolling  Mill  (Armco  Steel) 
lerican  Smelting  &  Refining 
lerican  Sugar  Refining 

lerican  Tobacco  (American  Brands) 
nerican  Viscose 
lerican  Woolen 

aconda  Copper  Mining  (Anaconda  Co.) 

derson,  Clayton 
mour  &  Co. 
hland  Oil 
sociated  Oil 

I.,  Gulf  &  W.  Indies  S.S.  Lines 
antic  Refining  (Atlantic  Richfield) 
Idwin  Locomotive  Works 
atrice  Foods 

ndix  Aviation 
thlehem  Steel 
eing 
rden 

irlington  Industries 
irroughs 

lumet  &  Hecla  Mining 
mbria  Steel 

terpillar  Tractor 
lanese 

ntral  Leather 
iile  Copper 


1917       1929       1945       1966  1977 


93 
47 


66 
31 

34 
94 

61 


12 
28 

19 

38 
13 


4 

83 

58 
87 
78 


88 
22 


24 
29 


26 
39 

49 
81 

95 

47 
96 
34 
65 

28 

86 
8 

14 


55 
100 


5 
53 


39 

60 
24 


51 
84 
87 


57 
59 


17 
90 

13 

81 

30 


42 


44 
7 

70 


86 


37 
96 

24 


56 


75 


48 


59 


45 


99 


36 


19 
41 
76 

66 


54 
34 


66 


46 

57 
59 

91 


89 


56 


65 


84 

15 
83 


28 
94 


64 


37 
95 


FOOTNOTES 

AMERICAN  AGRICULTURAL  CHEMICAL  trans- 
ferred its  assets  to  a  subsidiary  of  Continental 
Oil  in  1963. 


AMERICAN  CAR  &  FOUNDRY  changed  its  name  to 
ACF  Industries  in  1954. 


AMERICAN  COTTON  OIL  merged  into  Best  Foods 
(then  known  as  Gold  Dust  Corp.)  in  1924  and 
is  now  part  of  CPC  International. 


AMERICAN  LOCOMOTIVE  changed  its  name  to  Alco 
Products  in  1955,  sold  its  assets  and  changed 
its  name  to  Citadel  Industries  in  1964  and  was 
liquidated  by  1976. 


AMERICAN  RADIATOR  &  STANDARD  SANITARY 

changed  its  name  to  American  Standard  in  1967. 


AMERICAN  SMELTING  &  REFINING  changed  its 
name  to  ASARCO  in  1975. 


AMERICAN  SUGAR  REFINING  combined  with 
Spreckels  Sugar  to  form  American  Sugar  Co.  in 
1963.  The  name  was  changed  to  Amstar  in  1970. 


AMERICAN  VISCOSE  sold  its  assets  in  1963 
and  changed  its  name  to  A.V.C.  Corp. 


AMERICAN  WOOLEN  merged  into  Textron  in  1955. 


ANACONDA  merged  into  Atlantic  Richfield  in 
1977. 


ARMOUR  &  CO.  merged  into  Greyhound  in  1970. 


ASSOCIATED  OIL  merged  with  Tide  Water  Oil  in 
1926  to  form  Tide  Water  Associated  Oil. 


ATLANTIC,  GULF  &  WEST  INDIES  STEAMSHIP 
LINES  was  liquidated  in  1951. 


BALDWIN  LOCOMOTIVE  WORKS  became  Baldwin- 
Lima-Hamilton  in  1950  and  merged  into  Armour 
&  Co.  in  1965. 


BENDIX  AVIATION  changed  its  name  to  Bendix 
Corp.  in  1960. 


CALUMET  &  HELCLA  MINING  was  acquired  by 
Universal  Oil  Products  (now  UOP  Inc.)  in  1968. 


CAMBRIA  STEEL  was  acquired  by  Bethlehem  Steel 
in  1923. 


CENTRAL  LEATHER  became  U.S.  Leather  and  was 
liquidated  in  1952. 

CHILE  COPPER  was  acquired  by  Anaconda  Cop- 
per in  1929. 
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Coca-Cola 
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Colorado  Fuel  &  Iron 

55 
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Consolidation  Coal 

97 

Continental  Can  (Continental  Group) 



72 

69 

76 

Continental  Oil 



48 

73 

23 

23 

Corn  Products  Refining  (Corn  Products  Co.) 

41 

76 

— 

97 



Crane 
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Crown  Zellerbach 

82 

- 

79 

Crucible  Steel 

59 

78 

— 





Cuba  Cane  Sugar 

63 

99 
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Curtiss-Wright 

28 

Deere  &  Co. 

79 
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Distillers  Corp. — Seagrams  (Seagram  Co.) 
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78 
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Douglas  Aircraft 
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Engelhard  Minerals  &  Chemicals 
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Federated  Department  Stores 
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Firestone  Tire  &  Rubber 
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42 

50 

cur 
r  ivi  u 

yo 

oo 
yo 

Ford  Motor 
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General  Chemical 

90 
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General  Foods 

77 

74 
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General  Motors 

30 
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General  Telephone  &  Electronics 

— 

— 

— 

11 

8 

General  Theatres  Equipment 
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Georgia-Pacific 

70 

62 

Getty  Oil 









41 

Glen  Alden  Coal 



57 
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83 

Goodyear  Tire  &  Rubber 

73 

33 

31 

26 

31 

W.R.  Grace 

52 

— 

— 

40 

60 

Great  Atlantic  &  Pacific  Tea 

— 

67 

52 

81 



Great  Northern  Iron  Ore 

OD 

Greene  Cananea  Copper 

89 

Gulf  &  Western  Industries 

— 
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Gulf  Oil 

49 

15 

12 
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9 
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Hearst  Consolidated  Publications 

88 

Honeywell 







88 

74 

Humble  Oil  &  Refining 



36 

15 





IC  Industries 

0/ 

Inland  Steel 

91 

97 

67 

62 

86 

International  Business  Machines 





94 

10 

5 

International  Harvester 

6 

17 

14 

29 

45 

International  Match 

42 

International  Mercantile  Marine 

11 

International  Nickel  (Inco  Ltd.) 

81 

51 

37 

61 

42 

International  Paper 

71 

25 

45 

47 

40 

FOOTNOTES 

CITIES  SERVICE  was  considered  a  utility  hold 
company  for  periods  prior  to  1966. 


COLORADO  FUEL  &  IRON  changed  its  ;amt 
CF  ft  I  Steel  in  1966.  It  is  now  controlled 
Crane  Co. 


CONSOLIDATION  COAL  merged  with  Pittsbu 
Coal  to  form  Pittsburgh  Consolidation  Coal 
1945  (name  changed  to  Consolidation  Coal 
1958).  Its  assets  were  sold  in  1966  and 
company  was  liquidated  by  1967. 


CORN  PRODUCTS  CO.  changed  its  name  to  C 
International  in  1969. 


CRUCIBLE  STEEL  merged  into  Colt  Indusb 
in  1968. 


CUBA  CANE  SUGAR  was  reorganized  as  Ci 
Cane  Products  in  1930  and  Cuban  Atlantic  Su 
in  1935.  It  was  liquidated  by  1959. 


CUDAHY  PACKING  changed  its  name  to  Cuds 
Co.  in  1966  and  was  merged  into  General  K 
in  1972. 


DISTILLERS  SECURITIES  became  U.S.  Fd 
Products  in  1919.  It  was  reorganized  as  Natkx 
Distillers  Products  in  1924.  Name  changed 
National  Distillers  &  Chemical  in  1957. 


DOUGLAS  AIRCRAFT  merged  into  McDonnell  I 
in  1967  to  form  McDonnell  Douglas. 


GENERAL  CHEMICAL  became   part  of  Alii 
Chemical  &  Dye,  which  was  formed  in  1920. 


GENERAL  TELEPHONE  &  ELECTRONICS  « 
considered  a  public  utility  for  periods  prior 
1966. 


GENERAL  THEATRES  EQUIPMENT  was  reor| 
nized  in  1936  and  changed  its  name  to  Genet 
Precision  Equipment  in  1942.  Merged  in 
Singer  Co.  in  1968. 


GLEN  ALDEN  COAL  changed  its  name  to  Gl 
Alden  Corp.  in  1955.  Changed  name  to  Rap 
American  in  1972  after  acquiring  company 
same  name. 


GREENE  CANANEA  COPPER  was  acquired 
Anaconda  Copper  in  1929. 


HEARST  CONSOLIDATED  PUBLICATIONS  merg» 

into  Hearst  Corp.  in  1964. 


HUMBLE  OIL  &  REFINING  was  acquired  by  Sta 
dard  Oil  (N.J.)  in  1959. 


IC  INDUSTRIES  was  considered  a  railroad  f 
prior  periods. 


INTERNATIONAL  MATCH  was  liquidated  in  1933 


INTERNATIONAL  MERCANTILE  MARINE  char« 

its  name  to  U.S.  Lines  in  1943  and  me  ? 
into  Walter  Kidde  &  Co.  in  1969. 
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i  new  frontier. 


Sallie  Cover, 
HOMESTEAD  OF 
ELLSWORTH  L.  BALL  (detail). 
Nebraska  State  Historical  Society. 


Henry  Cheever  Pratt, 
VIEW  IN  THE  CANYON  OF  THE 
COPPERMINE  (detail). 
Vose  Galleries  Of  Boston. 


You're  looking  at  pieces  of  dreams— and  bits  of 
reality —that  are  embedded  deep  in  every  American's 
consciousness.  They're  from  an  art  exhibition  titled 
"Frontier  America:  The  Far  West."  Each  tells  us  its 
own  special  story  of  our  first  great  encounter  with  our 
own  diversity— of  red,  white  and  black,  of  sodbuster 
and  rancher,  traders  and  trappers,  mountaineers  and 
homesteaders— and  of  the  new  ways  we  had  to  invent 
to  live  with  each  other  and  with  the  new  land. 

Much  of  what  they  started  remains  undone.  Within 
our  modem  technologies,  and  our  modem  diversity, 
the  need  for  better  ways  to  solve  our  problems  is 
endless  and  unchanging.  The  opening  of  new 
frontiers,  social  as  well  as  physical,  is  still  the  urgent 
business  of  the  country,  and  of  each  of  us. 

That's  one  reason  we  sponsored  this  exhibition.  In 
our  business  as  in  yours,  it  helps  to  be  reminded  of 
what  it  takes  to  live  on  a  new  frontier.  And  individual 
imagination,  individual  initiative,  individual 
innovativeness  are  high  on  the  list.  Sponsorship  of  art 
that  reminds  us  of  that  is  not  patronage.  It's  a  business 
and  human  necessity. 

If  your  company  would  like  to  know  more  about 
corporate  sponsorship  of  art,  write  Joseph  F.  Cullman  3rd, 
Chairman  of  the  Board,  Philip  Morris  Incorporated, 
100  Park  Avenue,  New  York,  N.Y  10017. 

Philip  Morris  Incorporated 

It  takes  art  to  make  a  company  great. 

jMSEW  Makers  of  Marlboro,  Benson  &  Hedges  100's,  Merit,  Parliament,  Virginia  Slims  and  Multifilter: 
:  Miller  High  Life  Beer,  Lite  Beer. 

"Frontier  America:  The  Far  West"  appeared  at  Museum  of  Fine  Arts,  Boston;  Th*3 
Denver  Art  Museum;  Fine  Arts  Gallery  of  San  Diego;  Milwaukee  Art  Center;  and  on  European 
tour  at  HaagsGemeentemuseum,  The  Hague,  The  Netherlands;  Kunsthaus,  Zurich, 
Switzerland;  Villa  Hiigel,  Essen,  Germany;  and  Osterreichisches  Museum  fur  angewandte 
Kunst  in  Vienna,  Austria.  The  exhibition  was  sponsored  through  matching  grants  from  the  Nation 
Endowment  for  the  Arts  and  Philip  Morris  Incorporated  on  behalf  of  Marlboro. 


A  wish  on  a  star 
energy  can  come  true. 

With  SunPanel"  solar  collectors  from  LOP 


LOF  didn't  wait  for  an  energy 
shortage  to  begin  development  of 
heating  systems  utilizing  energy 
from  the  nearest  star,  the  sun.  The 
SunPanel  solar  collector  reflects 
forty  years  of  LOF  research  as  a 
glass  manufacturer  working  to 
control  heat  from  the  sun.  Re- 
search that  now  can  make  the  sun 
a  significant,  low  cost  source  of 
supplemental  heat  for  homes, 
business  and  industry. 

SunPanel  is  just  one  of  the 
LOF  products  designed  to  help 
America  meet  its  quest  for  energy 
conservation.  Other  products  like 
Vari-Tran®  coated  glass  also  help, 
by  letting  sunlight  in  while 
reducing  heat  gain. 

Our  safety  glass  products, 


lighter  yet  stronger  than  just  a  few 
years  ago,  are  helping  automakers 
build  better  mileage  cars. 

Since  the  '50s,  our  Woodall 
Division  has  been  fabricating 
plastic  components  for  cars  and 
trucks.  New  uses  for  our  fabricated 
plastics  are  now  helping  trim 
weight  from  many  vehicles. 

Our  Aeroquip  subsidiary's 
products  include  weight-saving 
hydraulic  hoses  for  trucks  and 
aircraft. 

If  this  is  the  kind  of  problem- 
solving  technology  that  could 
help  turn  your  plans  into  reality, 
write  to  us,  Dept.  GC-707,  Libbey- 
Owens-Ford  Company,  81 1 
Madison  Avenue,  Toledo,  Ohio 
43695. 


COMPANY 

j  International  Shoe 
i|  International  Tel.  &  Tel. 

Jones  &  Laughlin  Steel 
I  Kaiser  Aluminum  &  Chemical 

Kennecott  Copper 
Koppers 

S.S.  Kresge  (K  mart) 
Lackawanna  Steel 

Lehigh  Coal  &  Navigation 
:  Libby,  McNeill  &  Libby 
Liggett  &  Myers  Tobacco 
Litton  Industries 

Lockheed  Aircraft 
>  Loew's  Inc. 

Long  Bell  Lumber 
!  P.  Lor i Hard 

i  LTV 

Magnolia  Petroleum 
I  Marshall  Field 

Glenn  L.  Martin 

■  May  Department  Stores 
McDonnell  Douglas 
<  Mexican  Petroleum 
I  Midvale  Steel  &  Ordnance 

I  Minnesota  Mining  &  Mfg. 
i  Monsanto 

i  Montgomery  Ward 

ii  Morris  &  Co. 

ii  National  Biscuit 
National  Dairy  Products  (Kraft) 
National  Distillers  Products 

(National  Distillers  &  Chem.) 
National  Lead 

National  Steel 
NCR 

Occidental  Petroleum 
Ohio  Cities  Gas  (Pure  Oil) 

Ohio  Oil  (Marathon  Oil) 
|  Olin  Mathieson  Chemical 
i  Owens-Illinois 

!  Pan  American  Petroleum  &  Transport 

Paramount  Pictures 
J.C.  Penney 
Pfizer 

Phelps  Dodge 

Philadelphia  &  Reading  Coal  &  Iron 
Philip  Morris 
Phillips  Petroleum 
Pittsburgh  Coal 

Pittsburgh  Plate  Glass  (PPG  Industries) 
Prairie  Oil  &  Gas 
Prairie  Pipe  Line 
Procter  &  Gamble 

Pullman 

Radio  Corp.  of  America  (RCA  Corp.) 
Republic  Iron  &  Steel  (Republic  Steel) 
Reynolds  Metals 


1917       1929      1945       1966  1977 
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25 
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67 
96 
45 


86 


37 


64 
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65 
76 

68 

42 
60 

99 
15 

39 

50 
57 
26 
43 


19 
32 
90 


66 


79 
85 
94 


70 


50 


72 
52 


93 
80 

43 
89 


37 

77 

74 

68 
54 

98 
45 
69 
92 

21 
64 
20 


40 

18 

75 

38 


78 
58 


91 


27 

95 
47 
93 

100 
43 

56 
96 


76 
65 

64 


97 
32 


83 


68 

41 
80 
26 


22 
55 
52 

57 


91 
93 


89 


71 
28 
32 


77 
90 


53 


80 
51 
82 


85 


18 


73 


38 


39 
44 
46 


13 
77 
72 
54 


87 


81 


82 


49 

35 


100 


58 
71 
36 


51 
75 


47 

79 


44 

27 


88 


34 


38 
70 
69 


FOOTNOTES 


INTERNATIONAL  SHOE  changed  Its  name  to 
Interco  in  1966. 


INTERNATIONAL  TELEPHONE  &  TELEGRAPH  was 
considered  a  public  utility  for  periods  prior  to 
1966. 


JONES  &  LAUGHLIN  STEEL  merged  into  LTV 
Corp.  in  1974. 


LACKAWANNA  STEEL  was  acquired  by  Bethle- 
hem Steel  in  1922. 


LIBBY,  McNEILL  &  LIBBY  merged  into  Nestle 
Alimentana  S.A.  in  1976. 


LIGGETT  &  MYERS  TOBACCO  changed  its  name  to 
Liggett  Group  in  1976. 


LOEW'S.    INC.   changed   its   name  to  Metro- 
Goldwyn-Mayer  in  1960. 


LONG  BELL  LUMBER  merged  into  International 
Paper  in  1956. 


P.  LORILLARO  changed  its  name  to  Lorillard  Corp. 
in  1968  and  in  the  same  year  merged  into 
Loew's  Theatres  (now  Loew's  Corp.). 


MAGNOLIA  PETROLEUM  merged  into  Standard 
Oil  (N.Y.)  in  1925. 


GLENN  L.  MARTIN  CO.  changed  its  name  to 
Martin  Co.  in  1957  and  merged  with  American- 
Marietta  in  1961  to  form  Martin-Marietta. 


MEXICAN  PETROLEUM  was  acquired  by  Pan 
American  Petroleum  &  Transport  in  1919. 


MIDVALE  STEEL  &  ORDNANCE  was  acquired 
by  Bethlehem  Steel  in  1923. 


MONTGOMERY  WARD  merged  with  Container  Corp. 
of  America  in  1968  to  form  Marcor.  Marcor 
merged  into  Mobil  Corp.  in  1976. 


MORRIS  &  CO.  was  acquired  by  Armour  &  Co.  in 
1923. 


NATIONAL  BISCUIT  changed  its  name  to  Nabisco 
in  1971. 


NATIONAL  LEAD  changed  its  name  to  NL  Indus- 
tries in  1971. 


OHIO  CITIES  GAS  changed  its  name  to  Pure  Oil 
in  1920  and  merged  into  Union  Oil  of  California 
in  1965. 


OLIN  MATHIESON  CHEMICAL  changed  its  name  to 
Olin  Corp.  in  1969. 


PAN  AMERICAN  PETROLEUM  &  TRANSPORT 
merged  into  Standard  Oil  (Ind.)  in  1954. 


PARAMOUNT  PICTURES  merged  into  Gulf  &  West- 
ern Industries  in  1966. 


PHILADELPHIA  &  READING  COAL  &  IRON 
changed  its  name  to  Philadelphia  &  Reading 
Corp.  in  1955.  It  is  now  controlled  by  North- 
west Industries. 


PITTSBURGH  COAL  merged  with  Consolidation 
Coal  to  form  Pittsburgh  Consolidation  Coal  in 
1945  (name  changed  to  Consolidation  Coal  in 
1958).  Its  assets  were  sold  in  1966  and  the 
company  was  liquidated  in  1967. 


PRAIRIE  OIL  &  GAS  and  PRAIRIE  PIPE  LINE 
merged  into  Consolidated  Oil  in  1932.  Consoli- 
dated subsequently  changed  its  name  to  Sinclair 
Oil  (1943)  and  merged  into  Atlantic  Richfisld 
(1969). 
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COMPANY 


1917 


1929       1945       1966  1977 


R.J.  Reynolds  Tobacco  (R.J.  Reynolds  Inds.) 

82 

61 

33 

49 

32 

Richfield  Oil 

— 

73 

— 

— 

— 

Rockwell  International 

— 

— 

— 

— 

53 

St.  Regis  Paper 

— 

— 

— 

94 

— 

Schenley  Distillers 





69 





Schlumberger 

—  ' 

' — 

— 

— 

90 

Sears,  Roebuck 

32 

30 

16 

7 

10 

Shell  Union  Oil  (Shell  Oil) 

— 

13 

22 

15 

16 

Signal  Companies 

— 

— 

— 

— 

98 

Sinclair  Consolidated  Oil  (Sinclair  Oil) 

— 

16 

20 

30 

— 

Sinclair  Crude  Oil  Purchasing  Co. 

— 

87 

— 

— 

— 

Sinclair  Gulf 

97 



— 

— 

— 

Sinclair  Oil  &  Refining 

69 

— 

— 

— 

Singer  Manufacturing  (Singer  Co.) 

16 

27 

54 

67 

— 

Socony  Vacuum  Oil  (Mobil  Corp.) 

— 

— 

4 

8 

3 

Sperry  Rand 

— 

— 

— 

60 

55 

Standard  Oil  (Calif.) 

35 

10 

11 

12 

7 

Standard  Oil  (Ind.) 

36 

4 

6 

13 

12 

Standard  Oil  (N.J.)  (Exxon) 

2 

2 

1 

1 

1 

Standard  Oil  (N.Y.) 

14 

7 

— 

— 

— 

Standard  Oil  (Ohio) 

— 

89 

— 

22 

Studebaker 

80 

71 

— 

— 

— 

Sun  Oil  (Sun  Co.) 

— 

— 

61 

43 

29 

Sunray  DX  Oil 

— 

— 

— 

100 

— 

Swift  &  Co. 

5 

18 

29 

95 

— 

Tenneco 

— 

— 

— 

17 

17 

Texas  Co.  (Texaco) 

33 

9 

9 

4 

4 

Tide  Water  Associated  Oil  (Tidewater  Oil) 

— 

31 

50 

64 



TRW 

— 

— 

— 

-• 

97 

Twentieth  Century-Fox  Film 

— 

— 

85 

— 

— 

Union  Carbide  &  Carbon  (Union  Carbide  Corp.) 

21 

24 

23 

21 

21 

Union  Oil  of  California 

74 

35 

53 

27 

33 

United  Aircraft  (United  Technologies) 

— 

71 

58 

61 

United  Cigar  Stores  of  America 

— 

67 

— 

— 

— 

United  Drug 

— 

83 

— 

— 

— - 

United  Fruit 

44 

40 

49 

— 

— 

United  Motors 

92 

— 

— 

— 

— 

United  Shoe  Machinery 

77 

— 

98 

— 

— 

U.S.  Plywood  (Champion  International) 

— 

— 

— 

86 

78 

U.S.  Rubber  (Uniroyal) 

9 

23 

46 

63 

— 

U.S.  Smelting,  Refining  &  Mining 

72 

— 

— 

— 

— 

U.S.  Steel 

1 

1 

2 

6 

14 

United  Verde  Extension  Mining 

100 

— 

— 

— 

— 

Utah  Copper 

70 

— 

— 

— 

— 

Vacuum  Oil 

75 

46 

— 

— 

— 

Virginia  Carolina  Chemical 

46 

— 

— 

— 

— 

Warner  Brothers  Pictures 

— 

56 

62 

— 

— 

Warner-Lambert 

— 

— 

— 

— 

92 

Western  Electric 

54 

22 

19 

20 

26 

Westinghouse  Electric  &  Mfg. 

18 

29 

21 

25 

25 

(Westinghouse  Electric  Corp.) 

Weyerhaeuser  Timber  (Weyerhaeuser  Co.) 

— 

— 

79 

65 

39 

Wheeling  Steel 

— 

75 

92 

— 

— 

Willys-Overland 

40 

Wilson  &  Co. 

51 

F.W.  Woolworth 

62 

58 

36 

68 

85 

Xerox 

30 

Youngstown  Sheet  &  Tube 

53 

38 

48 

72 

FOOTNOTES 


RICHFIELD  OIL  merged  into  Atlantic  Refining 
(now  Atlantic  Richfield)  in  1966. 


SCHENLEY  DISTILLERS  changed  its  name  to 
Schenley  Industries  in  1948.  It  merged  into 
Glen  Alden  Corp.  (now  Rapid-American)  in  1971 


SINCLAIR  CONSOLIDATED  OIL  changed  its  name 
to  Sinclair  Oil  in  1943  and  merged  into  Atlantic 
Richfield  in  1969. 


SINCLAIR  CRUDE  OIL  PURCHASING  CO.  was 
dissolved  in  1939. 

SINCLAIR  GULF  and  SINCLAIR  OIL  It  REFINING 
formed  Sinclair  Consolidated  Oil  in  1919. 


STANDARD  OIL  (N.Y.)  combined  with  Vacuum  Oil 
in  1931  to  form  Socony  Vacuum  Oil. 

STUDEBAKER  sold  its  assets  in  1954  to  Packard 
Motor  Car,  which  changed  its  name  to  Stude- 
baker-Packard.  Studebaker-Packard  became 
part  of  Studebaker-Worthington  in  1967. 

SUNRAY  DX  OIL  merged  into  Sun  Oil  in  1968. 


SWIFT  &  CO.  changed  its  name  to  Esmark  in  1973. 


TENNECO,  formerly  Tennessee  Gas  Transmission, 
was  considered  a  public  utility  for  periods  prior 
to  1966. 


TIDEWATER  OIL  merged  into  Getty  Oil  in  1967. 


UNITED  CIGAR  STORES  OF  AMERICA  was  re- 
organized in  1937  to  become  United  Cigar- 
Whelan  Stores.  It  changed  its  name  to  Cadence 
Industries  in  1970. 


UNITED  DRUG  was  consolidated  with  Sterling 
Products  in  1928  to  form  Drug  Inc..  which  in 
1933  was  broken  up  into  five  units,  including 
United  Drug.  United  has  been  known  as  Dart 
Industries  since  1969. 


UNITED  FRUIT  changed  its  name  to  United 
Brands  in  1970. 


UNITED  MOTORS  dissolved  in  1919  after  selling 
its  assets  to  General  Motors. 


UNITED  SHOE  MACHINERY  changed  its  name  to 
USM  Corp.  in  1968  and  merged  into  Emhart 
in  1976. 


UNITED  STATES  SMELTING  REFINING  &  MINING 
changed  its  name  to  UV  Industries  in  1972. 


UNITED  VERDE  EXTENSION  MINING  was  liqui- 
dated in  1937. 


UTAH  COPPER  merged  into  Kennecott  Copper  in 
1936. 


VACUUM  OIL  combined  with  Standard  Oil  (N.Y.) 
in  1931  to  form  Socony  Vacuum  Oil. 


VIRGINIA  CAROLINA  CHEMICAL  merged  into 
Socony  Mobil  Oil  (now  Mobil  Corp.)  in  1963. 


WARNER  BROTHERS  PICTURES  merged  into 
Seven  Arts  Productions  in  1967,  forming  Warner 
Bros  -Seven  Arts  Ltd.  (presently  part  of  Warner 
Communications). 


WESTERN  ELECTRIC  is  wholly  owned  by  AT&T. 


WHEELING  STEEL  changed  its  name  to  Wheeling- 
Pittsburgh  Steel  in  1968. 


WILLY-OVERLAND  CO.  reorganized  in  1936,  be- 
came Overland  Corp.  and  was  liquidated. 


WILSON  &  CO.  merged  into  Ling-Temco-Vought 
(now  LTV  Corp.)  in  1967. 


YOUNGSTOWN  SHEET  &  TUBE  merged  with  Lykes 
Corp.  in  1969  to  form  Lykes- Youngstown,  which 
changed  its  name  to  Lykes  Corp.  in  1976. 
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For  the  cost  of  a  few  apples 
we  shipped  the  whole  carton. 


From  Washington  to  Missouri,  1969  miles  for  just  96«  a  carton 
Burlington  Northern  The  Railroad  to  talk  to  for  efficient  freight  service 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  August  11, 1977 


4,000,000  Shares 


Chemical  New  York  Corporation 


.875  Cumulative  Convertible  Preferred  Stock 

(without  par  value) 


The  Convertible  Preferred  Stock  is  convertible,  unless  previously  redeemed, 
into  Common  Stock  of  the  Company  at  a  conversion  price  of 
$56  per  share,  subject  to  adjustment  in  certain  events. 


Price  $25  per  share 

plus  accrued  dividends,  if  any,  from  date  of  issuance 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Kuhn  Loeb  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Morgan  Stanley  &  Co.      Bache  Halsey  Stuart  Shields       Blyth  Eastman  Dillon  &  Co.       Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Hornblower,  Weeks,  Noyes  &  Trask  E.  F.  Hutton  &  Company  Inc.  Keefe,  Bruyette  &  Woods,  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc. 

Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Salomon  Brothers      M.  A.  Schapiro  &  Co.,  Inc.      Smith  Barney,  Harris  Upham  &  Co.      Warburg  Paribas  Becker 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Bear,  Stearns  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  August  1 1 , 1 977 

$100,000,000 

Chemical  New  York  Corporation 

t>%%  Debentures  Due  2002 


Price  99.47% 

plus  accrued  interest  from  August  1,  1977 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Kuhn  Loeb  &  Co. 

Incorporated 

Morgan  Stanley  &  Co.       Goldman,  Sachs  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith       Salomon  Brothers 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Shields    Blyth  Eastman  Dillon  &  Co.    Dillon,  Read  &  Co.  Inc.    Donaldson,  Lufkin  &  Jenrette 

Incorporated  Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert  Hornblower,  Weeks,  Noyes  &  Trask  E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated 

Keefe,  Bruyette  &  Woods,  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.    Paine,  Webber,  Jackson  &  Curtis    Reynolds  Securities  Inc.    M.  A.  Schapiro  &  Co.,  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker       Wertheim  &  Co.,  Inc.       White,  Weld  &  Co. 

Incorporated  Incorporated  Incorporated 

Dean  Witter  &  Co.  Bear,  Stearns  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 


From  inside, 
it's  a  nice 
quiet  view. 


Take  a  good  look  at  and 
through  glass  laminated  with  Saflex® 
plastic  sheet  by  Monsanto. 

Then  listen  to  what  you're  not  hearing 
Laminated  acoustical  glass  with  Safl< 
controls  sound  far  better  than  either  solid  glass  or  air-spaced 
constructions  of  the  same  thickness. 

Very  welcome  in  an  environment  that's  noisier  every  day. 
Compared  to  ordinary  glazings,  buildings  clad  in  Saflex 
laminated  architectural  glass  are  also  safer.  Accidents  can 
cause  ordinary  glass  to  shatter.  But  with  tough  Saflex,  broken 
glass  normally  remains  intact  by  adhering  to  the  plastic  sheet. 

Naturally,  this  also  makes  glass  laminated  with  Saflex 
excellent  for  security  purposes;  it  helps  prevent  "smash  and 
grab"  robberies. 

What's  more,  Saflex  film  can  be  tinted  to  provide  heat  and 
light  control  in  architectural  applications. 
Quite  a  product. 

One  that  opens  new  design  opportunities  for  architects 
and  new  marketing  opportunities  for  I^Qp^gp^Q 

the  science 
company. 


FOR  MORE  INFORMATION 
WRITE  T3  MONSANTO  COMPANY 
800  N.  LINDBERGH  BLVD. 
ST  LOUIS.  MO  63166 


ACROSS 
1.  $2  billion  in  finance  receivables. 
3.  America's  first  turbine  engine  for  tanks. 

5.  Heart  assist  systems. 

6.  Specialized  harvesting  equipment. 
8.  Laser  pioneering. 

10.  Wings  for  jumbo  jets. 

11.  $4  billion  of  life  insurance  in  force. 


DOWN 

2.  Reciprocating  engines  for  general  aviation. 

3.  Annuities. 

4.  MHD  power  generation. 

7.  8,000  choice  acres  in  Southern  California. 
9.  Missile  re-entry  vehicles. 


Answer,  across  (and  down)  the  board: 


AVCO  CORPORATION 

1275  King  Street.  Greenwich.  CT  06830 


The  Great 

Hamburger 

Paradox 

Things 

John  Maynard  Keynes 
Never  Told  Us 


An  investigation  into 
how  and  why 
economics  went  astray. 


Why  is  it  that,  while  a  typical  plain 
hamburger  at  a  fast-food  counter 
costs  40  cents  today  as  against  only  a 
nickel  or  a  dime  30  years  ago,  the  typical 
American  eats  better  and  lives  better  on 
40-cent  hamburgers  than  his  father  did  on 
10-cent  ones? 

We  call  this  The  Great  Hamburger  Para- 
dox. It's  a  real  puzzle.  Here  we've  had  an 
extreme  explosion  in  money  prices  accom- 
panied by  a  sharp  decrease  in  real  prices.  By 
"real  prices,"  we  mean  the  actual  goods  and 
services  an  average  man  can  buy  with  an 
average  salary  —  after  taxes.  In  short,  we 
pay  more  today  but  most  of  us  live  much 
better. 

Gould  it  be  that  inflation  is  really  good  for 
us?  Or  is  there  something  going  on  here  we 
don't  really  understand? 

Forbes  Associate  Editor  David  Warsh  has 
been  puzzling  over  this  and  related  ques- 
tions for  many  years,  and  as  a  result  has 
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turned  into  something  of  a  radical  economist 
— radically  different,  that  is.  In  an  essay  en- 
titled "Inflation  Is  Now  Too  Serious  A  Mat- 
ter To  Leave  To  The  Economists"  (Forbes, 
Nov.  15,  1976),  he  and  Reporter  Lawrence 
Minard  argued  that  what  we  call  inflation 
really  is  something  else — an  intermixing  of 
prices  and  taxes,  and  is  an  inevitable  conse- 
quence of  a  worldwide  explosion  in  the  size 
of  government.  The  essay  won  for  Warsh 
and  Minard  the  1976  Loeb  Award  for  maga- 
zine business  and  financial  writing. 

Writing  in  this  issue,  Warsh  goes  on  to 
demonstrate  that  this  growth  of  spending  on 
government  is  only  part  of  a  far  more  sweep- 
ing social  and  economic  transformation,  a 
complexification  of  society  (in  Warsh's 
words)  comparable  to  those  of  the  16th  and 
18th  centuries. 

Along  the  way  Warsh  comes  to  some  sur- 
prising and  iconoclastic  conclusions.  For  ex- 
ample: Karl  Marx  was  fundamentally  right 


(in  a  way  his  followers  have  never  dreamt). 
For  example:  John  Maynard  Keynes  delib- 
erately ignored  the  lessons  of  history  in 
formulating  his  theories.  For  example: 
Adam  Smith  made  a  glaring  error  that 
plagues  us  to  this  day. 

The  author  points  out  that  when  you  buy 
a  hamburger — or  anything  else — you  are  not 
just  paying  for  a  hamburger;  you  are  helping 
pay  for  battleships  and  Social  Security  and 
modern  medical  care  and  TV  broadcasting 
—  things  that  have  nothing  to  do  with  your 
desire  for  lunch,  but  which  are  part  and 
parcel  of  the  life  you  live. 

Using  a  homely  metaphor,  Warsh  says,  in 
effect:  A  hamburger  is  always  a  hamburger, 
but  it  makes  a  big  difference  in  the  price 
whether  you  eat  in  a  "greasy  spoon"  dive  or 
in  a  fancy  restaurant  where  you  have  to  help 
pay  for  the  services  of  all  the  characters 
shown  above  in  addition  to  just  the  cook  and 
waitress. 


Our  business  is  keeping  your  business  on  the  movi 


Whatever  business  you're  in, 
if  you  move  things  in  a  contin- 
uous process,  chances  are 
Studebaker-Worthington  com- 
panies are  involved. 

The  main  thrust  of  our  com- 
panies' business  isthe  design  and 
manufacture  of  equipment  for 
moving  liquids,  gases  and 
slurries  for  such  industries  as 
petroleum,  petrochemical, 
chemical,  electric  utility,  and 
food  processing  to 
mention  a  few. 

These  vital  and  growing 
industries  use  a  variety  of  equip- 
ment from  Studebaker-Worthington 
companies.  Pumps  from 
Worthington  Pump.  Valves  from 
Masoneilan.  Turbines  and 
electrical  equipment  from 
Turbodyne.  Compressors  from 
Worthington  Compressors. 
Engines  and  generators  from 
Onan. 

And  to  help  keep  equipment  like 
this  —  and  almost  any  other  kind  — 
working  at  top  efficiency, 
Worthington  Service  Corporation 
operates  30  service  centers 
around  the  world. 

Each  Studebaker-Worthington 
company  is  a  leader  in  its  field.  Each 
operates  worldwide.  Each  is  inde- 
pendently operated  for  quick 
response  to  your  needs.  And 
each  can  draw  on  the  resources 
of  a  billion  dollar  company. 

If  we're  not  already  involved 
in  helping  to  keep  your  business 
on  the  move,  we'd  like  to  be.  To 
get  us  started,  just  contact 
Studebaker-Worthington  Inc., 
Department  S7-1C,  530  Fifth 
Avenue,  New  York,  New  York 
10036. 


Studebaker 
Worthington 

inc. 


The  Theory 
Decides  What 
We  Can  Observe 


The  subject  here  is  cake,  not  hamburg- 
er, hut  the  drift  is  precisely  the  same. 
Last  winter,  Elinor  Guggenheimer,  New 
York  City's  $46,446-a-v ear  consumer  ad- 
vocate, wondered  aloud  what  was  keep- 
ing up  the  price  of  cake.  Sugar  prices  had 
plummeted  to  25  cents  a  pound  (10  cents 
currently)  from  around  70  cents  a  pound 
a  couple  of  years  before,  she  noted.  Yet 
the  price  of  cake,  in  which  sugar  is  an 
important  ingredient,  had  been  soaring 
all  that  time  until  it  reached  a  record 
$1.10  for  a  simple  frosted  one-pound 
layer  cake  at  the  local  supermarket.  W  ho 
w  as  to  blame  for  the  rising  price  of  cake? 
There  must  he  a  ripoff  somewhere. 
Treating  it  as  a  mystery  story.  The  New 
York  Times  set  out  to  find  the  culprit. 

The  Times  reporter  quickl)  concluded 
that  it  wasn't  the  farmer  who  was  ripping 
off  the  cake-buying  public.  Eggs,  milk, 
flour,  sugar — together,  the  ingredients 
cost  only  12  cents.  Nor  was  it  the  super- 
market, where  profits  on  the  sale  of  each 
averaged  barely  1  cent. 

Why  had  the  price  of  cake  gone  up 
when  the  price  of  the  direct  ingredients 
had  gone  down?  Who  was  grabbing  the 
other  97  cents? 

"Perhaps  the  famous  faceless  middle- 
man, the  reporter  ventured.  In  a  series 
of  interviews — with  grain  elevator  opera- 
tors, millers,  railroad  men,  commodity 
traders,  bakers,  truck  drivers,  salesmen, 
retail  clerks — she  traced  the  path  by 
which  12  cents  worth  of  ingredients  be- 
came a  $1.10  cake. 

There  was  precious  little  illumination 
along  the  way.  Instead,  there  was  mutual 
recrimination.  "The  accusing  finger 
points  in  every  conceivable  direction, 
she  reported.  Bakers  blamed  truck  driv- 
ers, company  men  blamed  union  offi- 
cials, millers  blamed  farmers,  farmers 
blamed  the  grocery  stores  and  vice 
versa  Nobody  blamed  himself. 

"Even  a  Sherlock  Holmes  might  get 
lost  in  the  maze  of  statistics  that  sur- 
round and  shadow  the  complete  task  of 
producing  a  cake,"  the  reporter  wrote, 
throwing  in  her  hand.  The  newspaper 
ended  by  printing  the  diagram  at  right  in 
lieu  of  explaining  the  "mystery.  " 

The  author  of  this  article  believes  that 
he  can  do  much  better.  Let's  begin  by 
sa\ing  that  the  diagram  is  completely 
phony.  It  doesn't  mean  anything. 

It  leaves  out  some  of  the  very  biggest 
costs  thai  go  into  the  price  of  cake — or  of 
anything  else:  the  so-called  "service 
sector." 

Think  of  that  22-cent  retail  markup, 


for  instance,  the  amount  that  the  grocery 
store  adds  to  its  price  to  cover  its  costs 
and  allow  for  its  penny  profit.  Say  2  cents 
of  that  goes  for  advertising,  some  of  it  in 
The  .Vcic  York  Times.  A  tiny  fraction, 
then,  of  the  price  of  each  cake  goes  to 
pay  the  salary  of  the  reporters,  including 
the  one  who  wrote  the  story  about  the 
cake.  The  reporter  cuts  no  sugar  cane, 
hakes  no  cakes,  mans  no  checkout 
counters,  but  cake-eaters  help  pay  her 
salary,  because  the  cost  of  advertising  is 
passed  on.  Aha!  The  newspaper  reportei 
herself  is  one  oi  the  perpetrators.  But 
she  isn  t  directly  in  the  diagram. 

Nor  are  taxes,  which  pay  Elinor  Gug- 
genheimer s  salary;  the  relative  abun- 
dance of  new  -fangled  public  servants  like 
her  is  one  reason  wh)  New  York  stoics 
pay  as  much  in  taxes  as  they  do  in  rent. 

The  point  is  that  every  step  along  the 
wax  there  ai ('"middlemen, ' 
who  have  nothing  directly 
to  do  with  the  cake,  who  do 
not  show  up  in  the  'limes 
cake — hut  who  nevertheless 
contribute  to  its  cost  Those 
who  get  their  living  from 
taxes — govern  ments — are 
only  one  group.  Some  of 
these  middlemen  are  the 
Arab  sheiks  who  sell  their 
high-priced  energy  to  ev- 
eryone involved  in  the  pro- 
cess. Others  are  the  com- 
puter companies  that  sell 
their  products  to  bakers  and 
retailers  and  newspapers. 
All  of  these  pass  the  cost  on 
to  the  consumer  of  their 
wares.  They  must.  Other- 
wise they  would  go  out  of 
business.  A  cake  is  not  sim- 
ply a  cake  in  our  society.  It 
is  also  a  vehicle  for  paving 
for  a  good  deal  of  noncake. 

Okay.  We  have  more 
taxes  and  more  "service 
than  we  used  to.  That's  why 
prices  are  higher  than  they 
were.  But  here  s  another 
mystery:  Why  does  most  ev- 
erything cost  more  in  the 
city  than  in  the  country? 

For  example,  cake  sells 
for  less  in  Iowa  City,  Iowa 
than  it  does  in  New  York  City  (as  do 
martinis  and  houses  and  transportation). 
A  cake  identical  to  the  one  that  cost 
$1.10  in  Manhattan  went  for  98  cents 
about  the  same  time  in  Iowa  City.  Why? 
Essentially  because  there  are  somewhat 
fewer  middlemen  in  Iowa  City  than  in 
New  York — and  government,  of  course, 
is  a  prime  middleman.  But  not  just  gov- 
ernment. Take  insurance:  The  bill  for  it 
is  higher  in  New  York.  Or  advertising:  A 
New  York  cake-eater  helps  support  a 
more  complex  newspaper  than  does  his 
counterpart  in  Iowa  City.  The  Manhat- 
tan cake-eater  mav  not  want  or  even  read 


that  extra  news,  but  never  mind;  he  has 
to  help  pay  lor  it.  just  as  he  must  pay  for 
New  York  State's  more  liberal  welfare 
payments  and  its  more  difficult  delivery 
prohlems.  Along  with  his  cake,  the  Man- 
hattanite  is  paying  what  might  (very) 
loosely  be  called  the  civilization  associ- 
ated with  the  world's  most  sophisticat- 
ed city 

As  over  distance,  so  over  time.  If  a 
cake  costs  more  today  in  Manhattan  than 
in  Iowa  City,  isn't  it  possible  that  a  cake 
in  Manhattan  today  costs  twice  as  much 
as  it  did  15  or  20  years  ago.  partly  be- 
cause New  Y'ork  City  has  grown  more 
complex  and  thus  more  expensive  over 
time?  In  1960  the  city  budget  was  $2.3 
billion,  (lie  number  of  poorly  paid  public 
servants  it  supported  was  180,000  and 
the  price  of  cake  was  40  or  50  cents. 
Today  the  budget  is  $13. 6  billion,  the 


Slicing  the  Food  Dollar 


What's  Wrong  With  This  Diagram?  It  lacks 
any  hint  of  the  public  sector,  for  one  thing. 
Might  cake  prices  depend  on  the  level  of  taxes? 


number  of  will-paid  public  servants 
250,000.  Not  only  has  spending  on  gov- 
ernment grown,  there  are  more  public 
n  lations  men,  shoplifters,  lawyers  and 
middlemen  in  general,  as  well. 

Is  cake  or  hamburger  too  trivial  an 
item?  We  could  give  the  same  diagram 
matic  treatment  to  anything  you  care  in 
name:  medical  costs,  battleships,  har- 
monicas or  automobiles.  The  point 
recognize  what  increased  specialization 
can  do  to  the  price  of  a  particular  pr< 
uct.  With  doctors,  the  old  genera!  practi- 
tioner fades  away  and  is  replaced  with 
specialists  in  this,  that  and  'he  other 


114  years  of  shirtsleeve  banking  in  the  heartland 
of  America  contributes  a  lot  to  the  character  of  a  bank. 

Here's  how  the  people  of  First  Chicago  -  a  $20  billioi 
banking  corporation -have  used  these  years  to  develop  a 
productive  kind  of  banking  that  gets  things  done. 


Of  the  many  good  reasons  for 
choosing  a  bank,  one— the  bank's 
style— is  frequently  overlooked. 
We  think  banking  styles  differ 
importantly.  And  we're  presenting 
here,  for  your  consideration,  an 
uncommon  brand  of  banking  we 
call  "Banking,  Chicago-Style." 

A  shirtsleeve 
approach  to  banking 

You  can  recognize  Chicago- 
Style  banking  first  and  foremost  by 
its  results.  For  example: 

For  a  large  corpora  re  custom  er 
with  over  20  subsidiaries 
abroad,  we  designed  a  single, 
worldwide,  credit  facility  in  ex- 
cess of  $50  million  that  allows 
the  company  or  any  of  its  sub- 


sidiaries to  borrow  local  for- 
eign currencies,  U.S.  dollars, 
or  Eurodollars. 

Banking,  Chicago-Style  got  its 
start  when  The  First  National  Bank 
of  Chicago  opened  its  doors  back 
in  1863.  The  time  and  place  were 
right.  The  Union  needed  steel  rails, 
condensed  milk,  sewing  machines, 
and  ploughs. 

The  new  bankers  rolled  up 
their  sleeves.  In  the  spirit  of  the 
bustling  city  around  them,  they 
went  about  their  business  Chicago- 
Style— a  direct,  down-to-earth, 
no-nonsense  way  of  doing  business 
that  got  things  done. 

Thus,  from  the  very  outset, 
a  First  Chicago  tradition  of  banking 
was  born.  A  tradition  of  banking  as 
a  business  like  other  businesses. 


going  all  out  to  serve  its  clients! 

business  customers  in  good  ti 
and  bad. 

Chicago-Style 
banking  goes  nation 

In  1904  First  Chicago  was  I 
organized  on  radical  new  lineil 
Other  banks  scoffed.  Again  Firl 
Chicago  was  "breaking  the  mcl 
going  beyond  the  establishedcl 

In  essence,  the  bank  was 
ganized  to  serve  specific  indus 
rather  than  geographical  areas 
Thus  another  First  Chicago  trac  j 
was  bom— a  tradition  of  indust  j 
expertise, 

Today,  a  First  Chicago  acal 
officer,  expert  in  the  financial  r 
quirements  of  oil  production,  i 


or  retailing,  or  some  70  other 
iistries,  serves  companies  in  the 
pific  industry  he  or  she  is  expert 
.ven  if  these  companies  are 
isands  of  miles  apart. 
For  each  customer,  the  ac- 
nt  officer  brings  to  bear  total 
<k  resources. 

As  an  example,  for  one  of  our 
omers— a  heavy  machinery 


's  B.  Forgan,  President  of  the  bank,  reor- 
:ed  First  Chicago  back  in  1904.  "The  intent 
•pecialize,"  Mr.  Forgan  said,  "to  divide  the 
by  assigning  to  individual  officers  the  care 
nanagement  of  the  accounts  of  customers  in 
He  lines  of  business." 


nufacturer— the  account  officer 
ervises  a  $15  million  current 
Jit  for  the  manufacturer,  a  $25 
lion  commitment  to  the  manu- 
urer's  own  finance  company, 


and  current  lines  of  credit  to  two  of 
the  manufacturer's  overseas  subsid- 
iaries. In  addition,  he  coordinates 
leasing  arrangements,  export 
financing  transactions,  and  cash 
management. 

With  each  customer  the 
account  officer  shares  a  fund  of 
expertise  acquired  serving  com- 
panies throughout  the  industry. 

New  wrinkles 
on  old  traditions 

Businesslike  banking  and  in- 
dustry expertise  characterize  First 
Chicago  operations  to  this  day.  And 


"Our  industry  specialists  are  in  the  field  con- 
stantly, consulting  with  customers  nationwide," 
says  Senior  Vice  President  John  Anderlik. 

the  very  pursuit  of  these  honored 
old  traditions  results  in  still  another 
—a  tradition  of  innovation.  From 
the  beginning,  First  Chicago  has 
continued  to  break  the  mold. 

A  recent  example  is  First 
Chicago's  Executive  Information 
System  (EIS).  Originally  designed  to 
aid  bank  executives  in  determining 
the  feasibility  of  loans,  First  Chicago 
account  officers  immediately  put 
this  highly  sophisticated  system  to 
work  for  their  clients. 

When  a  First  Chicago  account 
officer  sits  down  at  the  EIS  console, 
he  or  she  may  be  comparing  a 
client's  inventory  levels  to  the  stan- 
dards for  the  industry.  Or  he  may 
be  "searching"  the  entire  industry, 
seeking  new  ways  to  give  his  client 
a  competitive  cutting  edge. 


Your  account  officer  can  share 
this  timely  information  with  you, 
for  your  consideration  and  your 
action  now. 


Implementing  EIS  data  is  an  almost  daily  routine 
for  Assistant  Vice  President  Pete  Garrison,  who 
works  with  our  Fast  Foods  customers. 

We  grew  up  in  a  vital,  growing, 
productive  Chicago.  And  we're  still 
determined  to  do  our  utmost  to 
help  increase  productivity  through- 
out America.  We  have  the  dollars, 
the  industry  experts,  and  over  100 
bank  services  specifically  designed 
to  increase  productivity.  If  you're 
out  to  increase  the  productivity  of 
your  company,  we  want  to  help. 
Call  or  write  Robert  C.  Wheeler,  Of- 
fice of  the  President,  (312)  732-6405, 
The  First  National  Bank  of  Chicago, 
One  First  National  Plaza,  60670. 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City,  Los  Angeles,  Mexico  City; 
New  York;  San  Francisco;  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens; 
Bristol;  Brussels;  Cardiff;  Channel  Islands, 
Dublin;  Dusseldorf;  Edinburgh;  Frankfurt; 
Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris,  Piraeus;  Rome; 
Rotterdam;  Stockholm;  Warsaw  MIDDLE 
EAST:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos,  Nairobi. 
LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City';  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Ocho  Rios; 
Kingston;  Port-au-Prince.  ASIA:  Bangkok; 
Hong  Kong,  Jakarta;  Seoul;  Singapore; 
Tokyo.  PACIFIC:  Manila;  Melbourne; 
Sydney.  ©The  First  National  Bank  of 
Chicago.  Member  FDIC 


FirstChicago 

The  Productivity  Bankers 


Become  apart  of  the 

competition  of  ideas 

■  •    -  °  ■ 

The  American  Enterprise  Institute 
for  Public  Policy  Research  invites 
your  participation  in  the  compe- 
tition of  ideas  through  its  new 
AEI  Associates  program. 

'.   f  4.-x" 

The  Institute  produces,  approxi- 
mately 90  publications  each  year, 
plus  the  edited  transcripts  of  12 
Public  Policy  Forums.  The  AEI  . 
Associates  program  will  offer 
these  publications  and  audio  cas- 
settes at  a  savings. 

In  addition,  the  program  will  help 
support  research  activity  and 
dissemination  of  published  mat- 
erials to  policy  makers,  the 
academic  community,  journalists, 
and  thought  leaders  in  society. 

AEI  provides  decision  makers 
with  practical  options  through  its 
innovative  research  in  the  areas 
of: 

■  defense  policy 

■  economic  policy 

■  energy  policy 

■  foreign  policy 

■  government  regulation 

■  health  policy 

■  legal  policy 

■  political  and  social  processes 

■  social  security 

and  retirement  policy 

■  tax  policy 


thing;  doctors'  fees  soar.  With  an  auto- 
mobile, add  an  automatic  starter  to  a  car, 
and  .the  price  goes  up.  Add  a  heater, 
same  thing.  Add  a  catalytic  converter 
and  a  brace  of  seat  belts,  the  price  Yises. 
It's  not  as  though  you  were  buying  "just'' 
a  car  year  after  year;  you're  buying  an 
evolving  system,  including  highways  for 
the  car  to  drive  on  (through  your  gaso- 
line taxes)  and  policemen  to  keep  things 
running  smoothly  (through  your  license 
fees).  This  is  obvious  with  cars,  and  only 
slightly  less  obvious  with  cakes. 


money  in  New  York  City-  -a  roundabout 
way  of  telling  sou  nothing.  Of  course 
there  is  more  money  in  New  York — 
because  New  York  is  more  complex. 

But  didn't  Adam  Smith  teach  us  thai 
complexity-  -division  ol  labor — brings 
costs  (loa  n?  How  can  specialization  such 
as  we  have  been  witnessing  lor  decades 
increase  costs? 

The  answer  is  that  it  probabl)  doesn't 
increase  real  costs,  only  money  prices. 
Nearly  everybody  can  afford  more  cake, 
even  at  $1.10  a  pound  today,  than  they 


".  .  .  Why  have  decades  of  steady  inflation  also  been  years  of 
a  steadily  improving  standard  of  life  for  most  people  in  all 
the  industrial  countries — including  Great  Britain?  .  .  ." 
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To  talk  of  "cost-push  inflation,"  as 
economists  tend  to  do,  is  to  beg  the 
question.  The  phrase  is  an  oxymoron,  a 
contradiction  in  terms  like  "a  seven-foot- 
tall  midget.''  What  is  being  "inflated" 
here?  That  word  seems  to  suggest  that 
you're  getting  nothing  more  for  your 
money.  Yet  the  long-term  process  is  one 
in  which  you  do  get  more,  whether  you 
want  it  or  not.  It  involves  the  bundling  of 
new  costs  into  old  ones — call  it  the  diffu- 
sion of  costs.  Diffusion  sounds  more  ele- 
gantly simple  than  the  phrase  "the  push- 
ing of  costs,  and  it  calls  attention  to  the 
choice  that  economists  weasel  out  of  by 
describing  the  process  both  as  "pushing 
and  "inflation."  They  must  choose.  Ei- 
ther it's  diffusion  (pushing)  that  s  occur- 
ring, or  inflation,  but  it  cannot  be  both. 

Besides,  most  "cost-push  theorists  of- 
fer a  very  limited  menu  of  villainous 
"pushers ':  Big  Business,  if  they  are  po- 
litically of  the  Left;  Big  Labor,  if  they  are 
of  the  Right.  With  diffusion,  everybody 
gets  some  of  the  blame — if  blame  is  the 
right  word — especially  Big  Government, 
which  is  now  all  but  blameless  in  the 
textbooks.  If  the  price  of  cake  goes  up 
when  the  Organization  of  Petroleum  Ex- 
porting Countries  siphons  purchasing 
power  out  of  U.S.  pockets  with  higher 
"energy  prices,  shouldn't  cake  prices 
climb  when  our  own  government  does 
the  same  thing  with  higher  taxes? 

I  am  propounding  a  particular  theory 
about  price  change  over  time.  Let's  call 
it  complexity  theory.  It  just  says  that 
basic  money  prices,  like  those  we  pay  for 
food,  clothing,  shelter  and  fuel,  are  de- 
termined by  the  number  of  middlemen 
who  manage  to  horn  in  on  the  deal. 

This  complexity  theory,  crude  as  it  is, 
is  designed  to  replace  an  almost  univer- 
sally accepted  competing  explanation  of 
the  price  of  cake  called  the  quantity  the- 
ory of  money.  Milton  Friedman  won  the 
Nobel  Prize  in  economics  last  year  by 
espousing  the  quantity  theory.  It  says 
that  prices  are  higher  in  New  York  Cit\ 
than  in  Iowa  City  because  there  s  more 


could  at  20  cents  a  pound  in  New  York 
100  years  ago.  Just  to  pick  a  fact  at 
random,  a  U.S.  workingman  todav,  works 
an  hour  or  two  to  buy  a  good  pair  of 
shoes;  50  years  ago  he  would  have  had  to 
work  three  or  four  hours.  Yet  the  price  of 
shoes  has  soared  from  $5  to  $20. 

What  is  this  funny  thing  called  infla- 
tion? It  is  supposed  to  be  dangerous, 
even  lethal.  Yet  prices  have  never  been 
higher,  and  we  have  never  been  ric  her. 

Can  it  be  that  there  is  something  in- 
herent in  the  division  ol  labor — and  pav  - 
ing pensions  to  retired  people  is  a  kind  of 
division  of  labor — that  makes  money 
prices  rise  even  while  it  is  bringing  real 
costs  down? 

If  so,  here  is  a  tentative  answer  to  a 
long-standing  riddle:  Win  have  decades 
of  steady  inflation  also  been  years  of  a 
steadily  improving  standard  of  life  for 
most  people  in  all  the  industrial  coun- 
tries— including  even  Great  Britain?  An- 
swer: Because  it  has  been  a  period  of 
growing  specialization.  Fewer  coal  min- 
ers; more  coal  mine  machinery  makers. 
Fewer  clerks;  more  computer  operators. 
Fewer  aged  poor;  more  pensioners.  Ris- 
ing money  prices;  falling  real  costs.  Soci- 
eties have  been  organizing  themselves 
differently,  more  efficiently,  more  hu- 
manely— and  producing  a  generally  ris- 
ing standard  of  liv  ing. 

The  problem  is  that  the  economists — 
and  the  journalists  and  politicians  who 
listen  to  them — fail  to  see  the  link  be- 
tween society  s  growing  complexity  and 
rising  prices 

Can  this  be  why  economists  these  days 
seem  so  irrelevant,  telling  us,  among 
other  things,  that  the  only  cure  for  un- 
employment is  inflation? — thus  driving 
half  of  Europe  to  socialism.  Or  that  tight 
money  counters  inflation,  when  all  it 
seems  to  achieve  is  recession? 

The  title  of  this  chapter  is:  "The  The- 
ory Decides  What  We  Can  Observe.  "  To 
sum  up,  it  says  that  the  theories  es- 
poused by  nearly  all  economists  prevent 
them  from  observing  some  of  the  cru- 
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ciai  things  they  should  he  observing. 

"The  ideas  of  economists  and  political 
philosophers  .  .  .  are  more  powerful 
than  is  commonly  understood.  Indeed, 
the  world  is  ruled  by  little  else.  Practical 
men,  who  believe  themselves  quite 
exempt  from  any  intellectual  influence, 
are  usually  the  slaves  of  some  defunct 
economist.'  John  Maynard  Keynes  said 
that,  and  his  words  have  been  much 
quoted.  Keynes  should  have  taken  the 
thought  a  bit  further  and  asked,  "From 
whence  do  economists,  defunct  and  oth- 
erwise, get  their  ideas? "  From  thin  air?  I 
doubt  it. 

I  believe  economists  work  like  other 
men.  When  trying  to  understand  the 
world,  they  cast  about  for  some  com- 
monsense  relationship,  an  analogy,  and 
seek  to  understand  the  world  in  its 
terms.  And  where  do  they  get  their  anal- 
ogies? They  borrowed  them  long  ago 
from  their  more  successful  brethren,  the 
real  scientists,  I  think.  Priestly  econo- 
mists, who  believe  themselves  quite 
exempt  from  any  outside  influences,  are 
usually  the  slaves  of  some  defunct  physi- 
cist or  astronomer  or  geologist.  As  a  re- 
sult, economics  studies  trees  and  ignores 
forests. 


Does  History  Move 
Smoothly — Or 
With  Sudden 
Jerks  And  Jolts? 


Why  has  modern  economics  failed  to 
understand  and  to  explain  what  is  hap- 
pening to  our  world? 

I  hope  to  convince  you  that  economics 
still  lives  in  Sir  Isaac  Newton's  17th- 
century  clockwork  universe,  a  smooth, 
predictable  place  that  has  all  but  ceased 
to  exist  for  the  other  sciences,  both  phys- 
ical and  social. 

After  Newton,  a  thinking  man  found 
himself  in  a  universe  that  resembled  the 
workings  of  a  clock — a  world  of  wheels, 
levers,  calculable  forces,  a  world  of  cause 
and  effect.  Nature  was  a  huge  machine, 
and  the  scientist's  task  was  to  explain  the 
hidden  mechanisms  behind  phenomena. 
Newton  even  invented  a  mathematics — 
he  called  it  the  calculus — to  describe  the 
slowly  shifting  forces  at  work  in  the 
clockwork  universe. 

Within  100  years  of  Newton,  all  man- 
ner of  schemes  to  explain  different  as- 
pects of  the  clockwork  universe  had 
sprung  up.  Some  of  the  best  of  these 
sc  hemes  came,  with  plentiful  acknowl- 
edgements to  Newton,  from  Edinburgh, 
Scotland. 

For  instance,  it  was  there  in  1785  that 
James  Hutton  had  read  to  the  Royal 


Society  his  Theory  of  the  Earth — and  so 
invented  modern  geology.  As  Newton 
had  found  the  heavens,  so  Hutton  found 
the  earth:  "a  beautiful  machine,"  he 
called  it.  It  was  boundlessly  old,  Hutton 
announced,  but  it  was  self-renewing. 

It  was  in  Edinburgh,  too,  that  Adam 
Smith  published  his  Wealth  of  Nations. 
Smith  found  that  the  economic  system 
was  no  different  from  the  heavens  or  the 
earth.  It,  too,  was  a  kind  of  self-correcting 
machine,  presided  over  by  an  invisible 
hand.  Smith  was  Hutton  s  great  friend; 
both  passionately  admired  Newton. 

It  was  the  Enlightenment.  A  fat  pink 
cloud  hung  over  the  intellectuals  of 
Western  Europe.  They  were  on  the 
verge  of  knowing  all  that  was  knowable. 

Not  for  very  long,  however. 

In  1801  Georges  Cuvier  exhibited  23 
different  sorts  of  animals,  reconstructed 
from  fossil  bones  found  around  Paris. 
They  were  extinct. 

Now  Newton  was  in  trouble.  He 
thought  the  world  was  like  a  clock;  God 
had  simply  created  it — with  all  its  pieces 
(including  the  species) — and  set  it 
running. 

But  here  was  Cuvier  with  species  that 
had  disappeared.  He  might  as  well  have 
found  a  handful  of  gears  that  had  been  left 
out  of  the  clock.  Hutton  s  world,  like 
Newton  s  universe,  was  a  place  of  endless 
variation,  with  nothing  new  coming  into 
existence,  nothing  old  going  out.  The 
forces  at  work  at  the  beginning  of  the 
world  were  the  same  forces  at  work  now. 

For  Cuvier,  by  contrast,  the  only  ex- 
planation for  the  disappearance  of  ptero- 
dactyls and  tyrannosaurs  was  that,  at  var- 
ious times  in  the  past,  the  world  had 
been  quite  a  different  place.  Different  in 
climate.  Different  in  topography.  Differ- 
ent in  species. 

Then  Louis  Agassiz,  Cuvier  s  succes- 
sor, arrived  in  England  spouting  Ger- 
man nonsense  about  sheets  of  ice  that 
had  covered  the  whole  of  Europe,  plus  a 
whole  range  of  Hegelian  claptrap. 

What  was  going  on  here?  Clocks  aren't 
supposed  to  self-destruct! 

And  so  for  the  first  50  years  of  the  19th 
century,  a  debate  raged  in  geological  and 
biological  circles  that  was  quickly 
dubbed  the  "uniformitarians  versus  the 
catastrophists. 

The  uniformitarians  argued,  in  es- 
sence, that  things  were  pretty  much 
what  they  had  always  been.  Earthquakes 
and  volcanoes,  rains  and  winds — all  had 
operated  with  more  or  less  the  same 
intensity  since  time  began.  Their  preoc- 
cupation was  with  cycles,  not  with 
change. 

On  the  other  side  were  the  catastro- 
phists: Theirs  was  an  evolutionary  creed. 
They  believed  that  the  earth  had  been 
developing,  probably  from  a  molten 
state,  to  its  present  calm.  And  they  be- 
lieved— citing  strata  in  the  earth — that 
there  had  been  times  when  incompara- 


bly more  powerful  forces  had  been  at 
work  to  shape  the  surface  of  the  world. 

You'll  recognize  this,  of  course,  as  the 
grandfather  of  the  debate  the  meteorolo- 
gists and  climatologists  are  having  about 
the  nature  of  the  change  of  the  world's 
weather  today. 

In  the  end  catastrophism — the  theory 
of  sudden,  violent  change — triumphed, 
curiously  enough  when  Charles  Darwin 
published  his  Origin  of  Species.  Darwin 
believed  that  there  were  no  sudden 
changes,  but  his  theory  of  the  origin  of 
species  shattered  the  uniformitarian  be- 
lief that  things  were  always  pretty  much 
as  they  are  now.  "It  cost  me  a  struggle  to 
renounce  my  old  creed,"  said  his  friend 
and  teacher,  Charles  Lyell.  No  rnore 
clockwork  universe.  No  more  God  the 
elockmaker. 

Except  in  economics.  In  the  non- 
Communist  world,  the  mainstream  of 
economics  is  still  uniformitarian,  Adam 
Smithian,  Isaac  Newtonian. 

Granted,  it  is  hard  to  imagine  a  time 
when  men  believed  that  an  ice  age  was 
impossible,  but  you  must  try.  For  then 
you  will  be  in  a  position  to  understand 
what  is  wrong  with  economics. 

Now  prepare  for  a  bit  of  a  shock:  Karl 
Marx  was  more  right  than  Adam  Smith. 

In  1867 — with  the  uniformitarian-ca- 
tastrophist  debate  still  a  very  hot  item  in 
the  life  sciences — a  German  economic 
historian,  fresh  from  the  publication  of 
his  researches  in  economic  history, 
wrote  a  friend: 

"In  human  history  it  is  the  same  as  in 
paleontology.  Things  which  are  right  in 
front  of  one's  nose  are,  in  principle,  ig- 
nored even  by  the  most  important 
heads,  thanks  to  a  certain  judicial  blind- 
ness. Later,  when  the  time  has  ripened, 
one  is  amazed  to  see  that  the  unseen  has 
left  its  traces  everywhere." 

The  letter  writer  was  drawing  an  anal- 
ogy between  extinct  reptiles  and  extinct 
societies.  He  was,  of  course,  Karl  Marx. 
What  he  had  discovered  was  not  the 
remains  of  fossil  animals  that  no  longer 
existed,  but  the  bones  of  a  system  of 
social  organization  that  no  longer  exist- 
ed. "What  is  the  nature  of  the  old  soci- 
ety?" he  asked.  "It  can  be  characterized 
in  one  word:  feudalism. 

For  Marx,  history  was  no  clock-like 
orderly  progress,  as  it  was  for  Adam 
Smith.  What  really  riveted  Marx'  atten- 
tion was  the  century  of  catastrophic 
change  during  which  the  feudal  system 
gave  way  to  the  commercial  system,  the 
16th  century. 

What  was  remarkable  about  Marx  was 
the  sharp  definition  he  gave  this  catastro- 
phe— following  Georges  Cuvier.  lie 
called  it  a  revolution — and  the  conclu- 
sion he  drew  from  it.  Revolutions,  he 
declared,  were  the  nature  ol  human  de- 
velopment. They  had  occurred  in  die 
past;  they  would  occur  in  the  future. 

Today,  this  kind  of  thinking  is  not  so 


In  early  1975  we  had  an  idea. 
It  was  an  idea  that  expressed 
the  confidence  and  pride  we 
had  in  the  initiative  and  imagi- 
nation of  our  people. 

The  idea  was  summed  up  in 
this  simple  phrase:  One  person 
can.  make  a  difference. 

The  moment  we  introduced 
the  idea,  things  started  to 
happen.  Good  things  that 
benefited  our  company,  the 
communities  we  work  in,  our  stockholders,  and  most 
importantly— our  people. 

We  saw  costs  cut.  Waste  reduced.  Energy  consumption 
lessened.  Safety  improved.  And  a  special  pride  taken  in 
the  quality  of  our  work. 

Soon,  a  number  of  outside  organizations— and  even 
some  of  our  customers— started  to  take  notice  of  our 
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Number  One  program.  And  the 
idea  started  to  spread.  To  other 
people,  and  to  other  companies. 

In  an  era  of  unprecedented 
disillusionment  and  cynicism 
the  success  of  this  program 
has  been  a  source  of  great  pride 
to  everyone  at  Kaiser  Aluminum 
&  Chemical  Corporation.  It  is  a 
constant  reminder  to  us  of 
something  too  many  have  for- 
gotten—that only  people  can 
make  things  happen.  And  that  the  most  valuable  resource 
this  country  has  is  the  individual— the  individual  idea,  the 
individual  company,  and  the  individual  person. 
One  person  can  make  a  difference  You. 

KAISEFl  ALUMINUM 

&  CHEMICAL  CORPORATION 


KAISER  CENTER  300  LAKESIDE  DRIVE 
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The  name  behind  the 
name  that's  Number  One 
hydraulic  cranes, 


in  mobile 


Grove  Manufacturing  was  a  small 

:ompany  with  a  unique  product  and  enormous 
DOtential  when  it  became  part  of  Kidde  ten  years 
ago.  Now,  Grove  is  the  world's  largest  manufacturer 
Df  mobile  hydraulic  cranes. 

In  most  corners  of  the  world  from  the  cold 
slopes  of  Alaska  to  the  hot  sands  of  the  Middle  East, 
Grove  cranes  are  specified  for  energy  projects.  And 
3rove  engineers  are  constantly  refining  and 
mproving  their  product,  introducing  new  models  with 
greater  performance  each  year. 


Grove  is  one  of  the  leadership  names  in  Kidde's 
industrial  equipment  group.  Kidde  is  the  name  behind 
Dura  automotive  parts,  Garden  State  luxury  leather, 
Weber  Aircraft  and  New  Jersey  Office  Supply. 

Kidde  also  has  leadership  divisions  in  consumer 
and  commercial  products  and  safety,  security  and 
protection  products  and  services,  and  its  annual 
sales  are  over  $1.2  billion.  To  learn  more  about 
Kidde  and  the  names  behind  its  growth,  write  for  our 
Annual  Report.  Walter  Kidde  &  Company,  Inc., 
9  Brighton  Road,  Clifton,  New  Jersey  07015. 
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Kidde  Presto  Lock 
Division 

luggage  hardware 
and  locks 

Kidde  Sargent  Division 
architectural  hardware 

Kidde  Weaver  Division 
motor  vehicle 
inspection  equipment 

Industrial,  commercial 

Kidde  American  Desk 
Division 

auditorium  and  stadium 


Kidde  Dura  Division 
automotive  parts  and 
accessories 

Kidde  Garden  State 
Division 

auto  seat  leathers 

Kidde  Grove  Division 
hydraulic  cranes 

Kidde  New  Jersey  Office 
Supply  Division 
office  supplies 

Kidde  Victor  Division 
electronic  calculators, 


Kidde  Weber  Aircraft 
Division 

aircraft  interiors 

Consumer,  recreational 

Kidde  Architectural  Lighting 
Divisions 

architectural  lighting 

Kidde  Arnex  Division 
pocket  and  wrist  watches 

Kidde  Bear  Division 
archery  equipment 
and  accessories 
Kidde  Daisv  Division 


Kidde  Ertl  Division 
die- cast  and  stamped 
steel  toys 

Kidde  Farberware  Division 
stainless  steel  cookware 
and  kitchen  appliances 

Kidde  Heddon  Division 
fishing  tackle 

Kidde  Nissen  Division 
gymnastics  equipment 

Kidde  PGA  Golf  Division 
golf  equipment  and 
accessories 


Kidde  Portable  Lamp 
Divisions 
portable  lamps 

Kidde  Progress  Lighting 
Division 

lighting  fixtures 

Kidde  Rexair  Division 
vacuum  cleaners 

Kidde  Spartus  Division 
decorator  clocks 

Kidde  Valley  Division 
coin-operated  pool  tables 


hard  to  take  The  idea  of  catastrophic 
development  has  become  quite  famil- 
iar— of  a  system  sitting  quietly  in  equi- 
librium while  its  underlying  forces  are 
slowly  changing  until  a  point  is  suddenly 
reached  where  equilibrium  breaks  down 
and  the  system  snaps  to  a  new  equi- 
librium. Catastrophes  so  defined  are 
common  nature:  liquids  boiling,  beams 
buckling,  shock  waves  forming,  rainbows 
appearing,  oscillators  shifting  phase, 
boats  toppling  Over,  stars  exploding. 
Quantum  physics,  Mendelian  genetics, 
Rene'  Thorn's  catastrophe  math — all  de- 
pend on  the  idea  of  discontinuity. 

Nor  is  the  idea  unfamiliar  in  human 
affairs.  Take  Erik  Erikson's  growth  psy- 
chology, the  idea  of  stages  punctuated  by 
"identitj  crises,"  in  which  the  personal- 
ity snaps  suddenly  into  a  new  and  differ- 
ent equilibrium.  Or  consider  Jean  Pia- 
get's  work  with  children:  phases 
succeeded  by  quick  shifts  of  perception. 
Thomas  Kuhn  has  even  proposed  that 
revolutions — sudden,  decisive  transfor- 
mations of  the  problem —  are  the  way 
that  science  itself  moves  forward  * 

If  Marx  were  alive  and  writing  today  , 
he  might  call  his  book  Passages,  Predict- 

*Of  course,  for  many  of  these  positions, 
there  is  an  opposite  "uniformitarian"  posi- 
tion, too — a  point  of  view  that  says  the  more 
tliiit^s  change,  the  more  then  stay  the  same. 


able  Crises  of  Societal  Life — and  no  one 
would  get  very  excited. 

Karl  Marx  is  best  remembered  lor  his 
diatribes  against  capitalism,  for  his 
bloody  predictions  of  revolutions  -anti  of 
workers  paradises.  Today  these  are  dis- 
credited even  in  most  Communist  parties 
outside  the  .Soviet  Union.  But  at  the  most 
important  level — at  least  for  me — Marx 
was  simply  arguing  for  the  catastrophic 


the  debate  that  preceded  Darwin,  how- 
ever— that  is,  with  the  fascinating,  com- 
plicated and  obscure  argument  between 
the  uniformitarians  and  the  catastro- 
phists  about  the  origin  of  the  species  and 
of  the  earth.  Compare  Marx  to  Darwin? 
Nonsense.  You  might  as  well  compare 
Dr.  James  Naismith  (the  inventor  of  bas- 
ketball) to  Wilt  Chamberlain.  Marx  in- 
vented a  field  of  studv — the  history  of 


".  .  .  If  Marx  were  alive  and  writing  today,  he  might 
call  his  book  'Passages,  Predictable  Crises  of  Societal 
Life' — and  no  one  would  get  very  excited  .  .  ." 


development  of  human  affairs,  against  the 
uniformitarian  presupposition  of  Adam 
Smith,  whom  he  called  "The  Luther  of 
Political  Economy."  The  most  lucid  ana- 
lytic sentence  the  turgid  Marx  ever  wrote 
was,  "Society  is  no  solid  crystal,  but  is  an 
organism  capable  of  change,  and  is  con- 
stantly changing.  Read  clockwork  for 
crystal  and  you  know  all  the  Marx  you'll 
ever  need  to.  The  rest  you  can  forget — as 
Eastern  and  Western  European  Commu- 
nist parties  are  already  doing. 

Marx  had  almost  nothing  to  do  with 
Darwin,  as  so  many  ol  his  followers — 
beginning  with  Friedrieh  Engels — have 
thought.  He  had  everything  to  do  with 


the  division  ol  labor — while  Darwin  was 
the  most  brilliant  player  in  a  game  that 
had  been  invented  a  long  time  before. 
Darwin  answered  an  old  question.  Marx 
was  asking  a  new  one. 

In  most  disciplines,  the  practitioners 
got  together  and  sortetl  out  the  differ- 
ences among  uniformitarians  and  catas- 
trophists.  But  not  in  economics.  The  bi- 
ologists had  stayed  with  the  metaphys- 
ical Agassi/,  long  enough  to  sort  out  the 
wheat  from  the  chaff,  to  accept  the  basic 
kernel  of  his  message.  The  result  was 
that  their  science  held  together,  ad- 
vanced. But  in  economics,  a  curious  sc  le- 
rosis set  in. 
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Sometimes  a  small  town  needs  a  lot 
more  telephone  service.  Fast. 


TRW  provides  growing  independent 
telephone  companies  everywhere 
with  advanced  electronic  tele- 
communications systems  to  help 
them  serve  customers  efficiently 
and  reliably. 

In  Plains,  Georgia,  the  local  tele- 
phone company  suddenly  had  a 
problem.  The  24  lines  that  served 
the  town  could  no  longer  handle 
the  traffic. 

The  problem  was  solved  almost 
overnight  by  a  company  called 
TRW.  A  TRW  digital  transmission 
system  was  installed  guickly 
without  laying  new  cables  or 
interrupting  service. 

The  result:  thousands  more 
phone  calls  on  existing  equipment. 
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The  counterattack  against  Marx  came 
only  in  the  next  generation,  and  even 
then  obliquely.  It  was  led  by  Allied  Mar- 
shall, whose  Principles  of  Economics  ran 
through  eight  editions  and  sold  millions 
ol  copies. 

Natura  non  facit  saltum — meaning 
that  nature  does  nothing  by  sudden 
jumps — was  the  book's  frontispiece. 
Pure  uniform itarian ism. 

Oh  sure,  nature  did  a  few  things  by 
sudden  jumps.  Marshall  admitted  in  liis 
preface  to  the  fifth  edition;  he  didn't 
mean  to  deny  the  existence  of  lightning 
and  earthquakes,  It  was  simply  that 
these  things  couldn't  be  closely  watched 
or  narrowly  studied  They  had  to  be 
reserved  for  examination  at  a  later  stage. 

The  same  thing  went  for  change.  Eco- 
nomic biology  might  be  the  Mecca  of  an 
economist,  said  Marshall,  but  he  wasn't 
going  to  try  to  go  there.  Equilibrium 
might  sound  a  little  static,  but  it  was  all 
the  economist  could  fruitfully  ofler.  Bio- 
logical conceptions  are  more  complex 
than  those  of  dynamics,  and  therefore 
Marshall  would  stick  with  mec  hanical 
analogies.  Natura  non  facit  saltum. 
Newton's  clockwork  updated. 

Marshall  s  star  pupil — his  name  was 
John  Maynard  Keynes — learned  his  les- 
son well.  Cambridge.  England  had  been 
a  hotbed  of  uniformitarianism  for  50 
years  when  Keynes  was  born  there.  It 
came  as  easily  to  Keynes  as  breathing. 

What  Keynes  saw,  looking  bac  kward, 
bore  little  resemblance  to  Marx  vision  of 
decisive  transformation  in  the  16th  and 
again  in  the  18th  centuries.  "From  the 
earliest  times  of  which  w  e  have  record, 
he  wrote,  "back,  say,  to  two  thousand 
years  before  Christ — there  was  no  very 
great  change  in  the  standard  of  life  of  the 
average  man  living  in  the  civilized  t  enters 
of  the  earth.  Ups  and  downs,  certainly. 
Visitations  of  plague,  famine  and  war.  But 
no  progressive,  violent  change.  Golden 
intervals.  Some  periods  perhaps  509c  bet- 
ter than  others — at  the  utmost  perhaps 
100%  better— in  the  4,000  years  which 
ended  (say)  in  A.  D.  1700.  '' 

Keynes  acknowledged  plenty  of 
change  since  1700.  It  began,  he  said, 
with  the  discovery  of  gold  and  silver  in 
the  New  World.  And  there  would  be 
plenty  more. 

"But  of  course,  it  will  all  happen 
gradually,  not  as  a  catastrophe,    he  said. 

There  the  matter  has  largely  stood. 
Walt  Rostow,  picking  up  where  Key  nes 
left  off,  has  spent  the  last  20  years  try  ing 
to  figure  out  what  happened  in  the  18th 
century  after  those  4,000  years  of  no 
action.  Walter  Eltis,  a  brilliant  Oxonian, 
recently  wrote  that  Adam  Smith's  unifor- 
mitarian  prophecies  panned  out  much 
better  than  Marx',  Malthus'  or  Ricardo's. 
Samuelson  dismisses  Marx'  idea  of  stages 
as  a  German  eccentricity . 

Did  economic  uniformitarianism  real- 
ly triumph  with  Keynes?  Of  course  not. 
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■  Keynes  didn't  rebut  Marx  argument 
[I  about  sudden,  violent  social  change.  He 

i  simply  ignored  him.  Once,  confronted 
Iwith  a  series  of  numbers  that  seemed  to 

ii  support  Marx  contention  that  the  16th 
century  was  hard  times  for  the  working- 

Iman,  Keynes  merely  dismissed  them. 

But  then,  the  economists  are  not  like  the 
(  biologists. 

Numbers  can't  be  so  easily  dismissed, 

however. 

Happily,  we  have  some  numbers.  And 
they  will  allow  us  to  test  catastrophism 
against  uniformitarianism.  Which,  in 
turn,  will  help  us  understand  what  we 
are  going  through  today:  one  of  those 
great  metamorphoses  that  happen  every 
few  centuries  or  so. 



Karl  Marx  Was 
Right— Up 
To  A  Point 


Fokbes  would  not  think  of  writing  an 
article  praising  or  blaming  a  U.S.  corpo- 
ration without  a  set  of  hard  numbers  on 
which  to  base  our  judgment.  First  the 
facts,  then  the  generalizations.  Using 
numbers,  you  study  how  well  a  manage- 
ment did  in  the  past  as  a  guide  to  how  it 
will  do  in  the  future. 

Science  operates  this  way,  too,  by  and 
large:  Geologists  spent  a  century  study- 
ing the  strata  found  on  mountainsides 
before  they  were  able  to  move  on  to 
more  complex  mathematical  studies  and 
observations. 

Economists,  however,  prefer  a  priori 
reasoning,  abstractions.  Economic  histo- 
ry— the  economic  equivalent  of  strata 
on  the  mountainside — exists,  but  as  a 
sideline,  a  detour,  as  it  were.  As  for 
studying  the  economic  past  for  a  key  to 
the  economic  future,  just  remember 
Keynes:  "The  long  term  is  for  under- 
graduates." The  lordly  Lord  Keynes, 
needless  to  say,  did  not  have  a  high 
regard  for  undergraduates. 

Why  do  economists  generally  despise 
history  ?  I  think,  again,  it  is  because  they 
live  in  Newton  s  clockwork  universe. 
With  a  clock,  there  are  only  two  major 
"events"  outside  the  system:  the  day  the 
timepiece  starts  running,  and  the  day  it 
stops.  All  the  rest  is  the  smooth  function- 
ing of  gears  and  levers  and  springs,  in 
apparently  endless  cycles.  A  clock 
doesn't  have  "history  ;  it  has  mecha- 
nisms. An  economist  s  world  doesn't 
need  history,  for  it  is  like  a  clock. 

Fortunately,  there  are  numbers  avail- 
able for  studying  the  past  to  understand 
the  present  and  try  to  help  predict  the 
future.  We  owe  their  existence  to  a  distin- 
guished retired  professor  at  the  London 
School  of  Economics,  Sir  Henry  Phelps 
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Brown  and  his  able  associate  Sheila  V. 
Hopkins.  Being  economic  historians, 
fact-gatherers  rather  than  abstracters. 
Phelps  Brown  and  Hopkins  have  not  got- 
ten the  attention  they  deserve. 

Phelps  Brown  and  Hopkins  reported 
their  findings  in  two  laconic  mid-1950s 
papers  in  the  English  journal  Econom- 
ica,  29  pages  in  all,  nearly  two-thirds  of 
them  tables  and  charts  and  sources. 

In  the  first  paper,  they  said  they  had 
measured  wages — for  a  carpenter  and  for 
a  laborer — over  seven  centuries.  A  cou- 
ple of  things  stood  out  sharply,  they  said. 
First,  wages  almost  never  fell;  they 
might  remain  the  same  for  100  years,  but 
only  three  times  in  700  years  had  money 
wages  actually  fallen.  Then,  too,  after 
600  years  of  a  substantial  differential  be- 
tween what  the  carpenter  had  earned  for 


his  skill  and  what  the  laborer  made,  a 
great  narrowing  set  in  about  the  turn  of 
the  20th  century. 

That  narrowing  is  still  going  on — ac- 
complished by  taxes  as  well  as  wage 
differentials. 

In  the  second  paper,  in  1956,  they 
explained  that  they  had  constructed  a 
rough  basket  of  consumables — food, 
drink,  fuel  and  cloth — and  checked  their 
prices  against  workers  money  wages. 
Their  purpose:  to  test  C.F.  Steffen's 
claim  made  (echoing  Marx)  in  1901  that 
there  had  been  a  rise  and  then  a  great  fall 
in  the  common  man's  purchasing  power 
between  1300  and  1600. 

The  year  this  second  paper  was  pub- 
lished, British  economists,  flushed  with 
success  from  the  Keynesian  Bevolution, 
were  announcing  to  anyone  who  would 


listen:  "We've  learned  how  to  lick 
inflation. 

Phelps  Brown  was  not  so  sanguine. 
Surveying  his  chart  of  prices  over  seven 
centuries,  he  wrote  somberly: 

"For  a  century  and  more,  it  seems, 
prices  will  obey  one  all-powerful  law;  it 
changes,  and  a  new  law  prevails;  a  war 
that  would  have  cast  the  trend  up  to  new 
heights  in  one  dispensation  is  powerless 
to  deflect  it  in  another.  Do  we  yet  know 
what  are  the  factors  that  set  this  stamp 
on  an  age;  and  why,  after  they  have  held 
on  so  long  through  such  shaking,  at  last 
they  give  way,  quickly  and  completely, 
to  others?" 

Becognize  the  mode  of  change?  Yes, 
indeed.  It  is  the  catastrophe,  the  equilib- 
rium sitting  quietly  while  underlying 
forces  change,  until  suddenly — snap! — 


The  Fundamental  Questions 


"For  a  century  or  more,  it  seems,  prices  will 
obey  one  all-powerful  law:  it  changes,  and  a  new 
law  prevails;  a  war  that  would  have  cast  the 
trend  up  to  new  heights  in  one  dispensation  is 
powerless  to  deflect  it  in  another.  Do  we  yet_ 
know  what  are  the  factors  that  set  this  stamp  on 
an  age;  and  why,  after  they  have  held  on  so  long 
through  such  shakings,  they  give  way  quickly 
and  completely  to  others?" 

E.H.  Phelps  Brown  &  Sheila  V.  Hopkins 
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These  charts,  which  rarely  appear  in 
economics  textbooks,  pose  the  truly 
fundamental  questions  that  econo- 
mists must  answer:  Why  do  prices  of  a 
fixed  basket  of  food,  fuel  and  cloth,  at 
least  in  England  (top  chart),  exhibit  an 
"inflationary"  explosion  four  times  in  a 
thousand  years?  What  starts  them 
climbing?  Why  do  they  level  off? 

Why  has  the  workingman's  standard 
of  living  (the  price  of  the  basket  above 
measured  against  the  prevailing  wage 
in  the  bottom  chart)  twice  plummeted 
during  these  "inflationary"  ages?  Was 
it  something  "capitalism"  did?  Why 
isn't  the  pattern  of  falling  real  wages 
repeated  during  the  modern-day  price 
explosion?  Or  is  it?  These  data,  com- 
piled by  E.H.  Phelps  Brown  and  S.V. 
Hopkins,  are  the  starting  point  for  a 
genuinely  scientific  economics.  Yet 
few  modern  economists  even  know 
they  exist. 
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Just  ignore  the  energy  proble 

and  it'll  go  away. 

The  energy.  Not  the  problem 


Some  problems  just  can't  be 
ignored.  Because  they  can  and  do 
lead  to  others.  Energy  is  vital  to 
every  American.  For  example,  a 
shortage  of  energy  can  mean  a 
loss  of  productivity  and  even  jobs. 
An  adequate  and  continuing 
supply  of  energy  is  necessary  to 
turn  the  wheels  of  industry  and 
commerce  which  lead  to  economic 
stability  and  a  steady  paycheck 
for  American  workers. 

Electric  energy  is  a  vital  answer 
to  our  energy  needs,  but  we  must 
plan  to  generate  that  electricity 
from  available  fuels  and  practical, 
proven  technologies.  Gas  supplies 
are  declining.  Oil  imports— and 
prices— are  increasing.  And  while 
energy  conservation  is  urgently 
needed,  it  isn't  the  total  solution. 


Coal  and  nuclear  fuel  are 

presently  available  solutions  to 
energy  shortages  and 
nuclear-fueled  breeder  reactors 
offer  one  of  the  best  energy 
technologies  for  the  future. 
While  producing  safe  and  efficient 
energy,  they  will  produce 
additional  quantities  of 
reusable  fuel. 

At  Middle  South  Utilities,  we're 
working  on  a  number  of  energy 
measures— from  conservation  to 
diversification  of  our  fuel  base. 

We  currently  have  one 

conventional  nuclear  generating 
unit  in  operation  and  four  under 
construction,  plus  two  coal-fueled 
units  under  construction  with 
others  planned.  This  major 


construction  program  is  required 
to  meet  the  energy  needs  of  our 
growing  area  of  the  Sunbelt. 

We're  working  to  help  solve 
the  energy  problem.  By  making 
energy  that  makes  sense. 
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the  system  shifts  to  a  new  equilibrium. 

Except  that  in  this  case,  the  snap  can 
take  two  or  three  generations  ol  human 
life.  "Quickly  and  completely"  depends 
on  our  time  sense. 

To  emphasize  the  catastrophic  nature 
of  price  change,  I  have  taken  a  certain 
liberty  with  the  Phelps  Brown- Hopkins 
series.  I  have  added — in  a  different  color 
shading — the  broad  outlines  of  another 
explosion  upward  of  prices,  one  that 
ended  just  when  their  data-collecting  be- 
gan. Reliable  data  from  other  scholars 
was  used,  not  precisely  commensurable 
by  any  means,  but  enough  to  give  the 
picture. 

The  picture  that  emerges,  then,  from 
a  thousand-year  history  of  prices  is  one  of 
four  catastrophic  upward  movements. 
Remember  that  this  is  southern  En- 
gland, not  China  or  even  Western  Eu- 
rope. The  story  elsewhere  may  have 
been  quite  different.  But  the  point  is 
that  where  England  is  concerned,  there 
is  no  one  who  will  quarrel  seriously  with 
the  shape  of  these  lines.  The  question 
now  is  what  they  mean. 

But  do  you  think  economists  are 
scratching  their  heads  over  this?  Think 
again.  Only  one  of  a  dozen  leading  U.S. 
elementary  textbooks  even  offer  these 
numbers,  and  then  to  emphasize  a 
"trend  line"  imposed  to  suggest  that  ev- 
erything is  going  according  to  plan.  With 


such  ignorance  at  the  text  level,  it's  no 
wonder  that  economists  are  helpless  at 
the  frontier  of  their  "science.  "  Lamented 
Keynes  biographer  Roy  Uarrod  in  1972, 
This  new  wage-price  explosion  js  alto- 
gether unprecedented.  Unprecedent- 
ed, indeed!  Harrod  should  have  spent 
more  time,  studying  the  long  term  and 
less  time  with  Keynes. 

This  price  history,  in  itself,  would  be 
fascinating,  but  there  is  more:  the  chart 
of  roughly  computed  purchasing  power 
at  the  bottom  of  this  page.  (This  chart 
hasn't  tried  to  extrapolate  the  earlier  pe- 
riod; there  is  no  even  vaguely  useful 
record  of  what  happened  to  purchasing 
power  in  the  11th  century.) 

Like  the  history  of  prices,  the  history 
of  earning  power  for  English  working- 
men  shows  a  pronounced  catastrophic 
shape.  In  the  years  after  the  Black 
Plague  (in  1348),  wages  begin  a  long, 
slow  climb  until,  suddenly,  in  1500  they 
begin  to  drop.  And  what  a  drop!  Within 
100  years,  a  man  working  as  a  carpenter 
finds  that  a  year's  wage  buys  well  under 
half  of  what  his  father  commanded. 
These  were  hard  times  indeed.  What 
now  of  Keynes  contention  that  the  work- 
ingman's  standard  of  living  hadn't 
changed  much  over  most  of  history? 

About  1650  wages  begin  a  slow  climb 
upward  again.  The  rise  continues  for  100 
years.  Then,  around  1750,  real  wages 


begin  falling  again.  By  1800  the  carpen- 
ter has  sunk  almost  back  to  the  low  point 
at  the  start  of  the  17th  century. 

Yet  once  again,  real  wages  rebound — 
and  this  time  they  keep  on  climbing.  In 
1880  the  carpenter  is  finally  back  to 
where  he  was  at  the  end  of  the  16th 
century.  His  real  wages  keep  climbing, 
until,  during  the  Great  Depression,  they 
reach  ttvice  what  they  were  during  the 
great  Golden  Age  of  1450  to  1500.  Then 
comes  World  War  II,  and  once  again 
wages  begin  to  fall. 

Now  the  reader  is  in  a  position  to 
judge  the  competing  stories  of  John 
Maynard  Keynes  and  Karl  Marx — at 
least  where  England  is  concerned. 

Exhibit  A  is  the  16th  century.  It  was  j 
Marx  who  had  claimed  that  these  were 
hard  times  for  the  workingman.  He 
quoted  Queen  Elizabeth  who,  during  a 
great  tour  of  her  realm  in  1577,  had 
exclaimed:  "But  there  are  paupers 
everywhere! 

Nevertheless,  Keynes,  confronted 
with  an  early  sampling  of  the  numbers 
that  we  are  looking  at  now,  scoffed, 
"They  are  scarcely  credible  if  they  are 
intended  to  mean  that  the  standard  of  j 
life  of  the  average  worker  had  fallen  dur- 
ing a  century  of  unexampled  progress  to 
half  of  what  it  had  been  a  hundred  years 
before." 

Marx  had  a  somewhat  different  per- 


CORPORATION 


congratulates 
Forbes  Magazine 
for  sixty  years  of  service 
to  the  financial  community 


For  information  on  ENSERCH  Corporation,  write  the  Vice  President, 
Finance  and  Treasurer,  301  South  Harwood  Street,  Dallas,  Texas  75201 


184 


FORBES,  SEPTEMBER  15,  1977 


We're  very  basic  people 


:ood . . .  shelter. . .  transportation . . .  energy. . . 
he  basic  needs  of  man.  We  build  the 
nachines  to  make  it  happen . . .  trucks, 
igricultural  equipment,  construction  and 
ndustrial  equipment,  turbo  machinery, 
components. 

The  basic  needs  of  man  don't  change, 


they  only  grow.  And  as  they  grow,  we  grow 
with  them.  That's  why  we've  introduced 
more  new  and  improved  products  in  the 
past  year  than  any  similar  period  since  we 
became  incorporated  75  years  ago. 

And  that's  why  more  people  are 
thinking  basically  of  IH. . 


HI 

INTERNATIONAL  HARVESTER 


In  5  years,  Southern  Pacific  has  invest 

We  know  a  good  investmc 


We  believe  it  is  vital  to  our  self-interest 
—and  to  the  customers  we  serve— to 
take  whatever  steps  are  necessary  to 
keep  our  transportation  system  at  top 
efficiency. 

New  cars  &  locomotives. 

Since  the  beginning  of  1972,  we've 
added  19,675  new  freight  cars  to  our 
rolling  stock— larger-capacity  cars, 
both  conventional  and  special-purpose— 


along  with  517  new  diesel  locomotives. 
At  the  same  time,  we've  rebuilt  over 
340  locomotives,  and  reconditioned  and 
modernized  thousands  more  of  our 
freight  cars  to  meet  shippers'  needs. 

Renovated  track  &  roadbed. 
We've  relaid  over  2,500  miles  of  track, 
including  nearly  2,000  miles  of  continu- 
ous welded  rail,  and  replaced  over  six 
million  ties  in  our  roadbeds.  By  the  end 


of  this  year,  we'll  have  nearly  5,'. 
miles  of  welded  rail  on  our  syste) 
Faster  freight  handling. 

We've  completed  our  computeri; 
West  Colton  Classification  Yarc 
Los  Angeles,  one  of  the  most  mo 
in  the  world.  And  we've  improv 
expanded  our  Intermodal  Trafr'i 
Centers  at  Portland,  Oakland,  I 
Angeles,  Houston  and  New  Orl 


On  the  highway,  too. 

r  highway  truck  lines,  an  integral 
f  our  transportation  service, 
purchased  2,055  new  units. 

Making  energy  count. 

iserve  energy  resources,  our 
;  have  been  fitted  with  special 
s  to  secure  maximum  mileage  at 
um  energy  expenditure,  and  our 
em  Pacific  Pipe  Lines  Terminals 


We  continue  to  build  our  company 
to  offer  industry  the  most  efficient, 
economical  transportation  possible. 
And  to  do  so  at  a  profit  to  the  company 
—and  to  our  stockholders. 


in  California  have  been  equipped  with 
vapor  recovery  systems. 

Sophisticated  hardware. 

And  we've  invested  millions  of  dollars 
in  computer  systems  and  other  advanced 
technologies  to  give  our  people 
the  best  tools  available  to  serve  our 
customers' 

EST lneaL  We're  making  tracks  for  the  future. 
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spective:  "The  discovery  of  gold  and  sil- 
ver in  America,  the  extirpation,  enslave- 
ment and  entomhment  in  the  mines  of 
the  aboriginal  population,  the  beginning 
of  the  conquest  and  looting  of  the  East 
Indies,  the  turning  of  Africa  into  a  war- 
ren for  the  commercial  hunting  of  black 
skins,  signalized  the  rosy  dawn  of  the  era 
of  capitalist  accumulation.  These  idyllic 
proceedings  are  the  chief  momenta  of 
primitive  accumulation.'' 

Note  the  difference:  For  Marx,  the 
century  was  the  beginning  of  the  accumu- 
lation of  captial,  where  there  had  been 
little  or  none  before;  for  Keynes,  the 
uniformitarian,  all  that  happened  was  that 
capitalists  got  richer  due  to  what  he  called 
"profit  inflation.  "  Emphasizing  this  differ- 
ence may  sound  like  nit-picking,  but  it 
isn't.  During  this  period  capital  went  from 
being  very  scarce  to  being  reasonably 
plentiful;  it  is  fair  to  say  that  this  is  a  radi- 

".  .  .  Marx  began  his  writing 
career  just  after  this  awful 
plunge  in  living  standards  .  .  ." 

cal  change  of  historic  proportions.  Never- 
theless, Keynes  sees  it  mainly  as  a  "profit 
inflation." 

Give  the  argument  to  Marx.  Of 
course,  there  was  embryonic  capitalism 
long  before,  but  it  was  at  this  era  when  it 
began  to  become  the  dominant  system. 

Exhibit  B  is  the  end  of  the  18th  and 
the  beginning  of  the  19th  centuries.  It 
looks  on  our  charts  like  a  reprise  of  the 
earlier  change.  Once  again  the  prices  of 
things  take  off  only  to  settle  on  a  new 
plateau,  twice  as  high,  some  75  years 
later.  Again,  wages  lag  behind  prices  and 
real  wages  drop  like  a  stone. 

Notice  several  things.  For  example, 
the  fact  that  Adam  Smith  wrote  his 
Wealth  of  Nations  after  having  lived  for 
50  years  in  an  England  where  prices 
were  level  and  real  wages  were  rising. 
No  wonder  he  was  such  an  optimist! 

Notice  also  that  David  Ricardo  came 
to  his  gloomy  "iron  law  of  rent  — with  its 
alarming  corollary  that  things  would  nev- 
er get  better,  only  worse,  for  the  work- 
ingman — at  a  very  different  time,  when 
real  wages  were  dropping  and  when 
there  was  real  suffering  in  the  towns  and 
hamlets  of  Britain.  It  was  Ricardo  who 
earned  economics  the  moniker,  "the  dis-_ 
mal  science."  Ricardo  s  pal.  Parson  Mal- 
thus,  took  these  ideas  to  an  even  gloom- 
ier conclusion. 

Notice,  too,  that  Marx  began  his  writ- 
ing career  just  after  this  awful  plunge  in 
living  standards.  It  had  happened  twice. 
Why  not  again?  Are  his  gloom  and  anger 
then  so  surprising? 

Mind  you,  all  of  this  has  little  to  do 
with  what  is  currently  called  "Marxism. 
W  here  Marx  was  right  was  in  what  he 
observed,  not  in  what  he  made  of  what 
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United  Energy  Resources  is  the  parent 
company  of  several  energy  production, 
transportation  and  marketing  companies. 

Our  corporate  name  is  relatively  new, 
but  we  have  four  decades  of  experience. 

Our  principal  subsidiary,  Unitecf  Gas 
Pipe  Line  Company,  has  been  a  pioneer  in 
the  development  of  natural  gas  transmission 
technology  for  more  than  40  years,  a  leader 
at  doing  things  never  done  before. 

Onshore  and  offshore,  we're  building 
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SUPER 
LIGHTS 


The  newest  growth  brand  from  the 
growth  company.  Kool  Super  Lights  — 
with  its  low  "tar"  and  refreshing  mentho 
taste  —  is  more  than  just  a  marketing 
success.  It's  an  example  of  the  kind  of 
innovative  ideas  that  have  helped 
Brown  &  Williamson  Tobacco  Corporatf 
become  the  third  largest  cigarette 
company  in  the  nation. 

At  B&W  we're  committed  to  a  constant 
search  for  new  products,  new  techno- 
nology,  new  marketing  techniques  and 
progressive  ideas  that  mean  growth 
for  the  future. 

Kool  Super  Lights  is  just  the  latest. 


BROWN  &  WILLI 


Warning :  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


►N  TOBACCO  CORPORA! 

9  mg.  "tar,"  0.8  rng.  nicotine  av.  per  cigarette,  by  Fril 


he  observed.  His  rivals  saw  progress — 
which  there  was.  Marx  saw  suffering  on 
the  part  of  the  poorer  people — which 
there  was  also.  It  was  the  accuracy  of 
Marx'  observation,  perhaps,  that  ex- 
plains the  great  influence  his  murky 
ideas  have  had  on  the  world.  What  Marx 
failed  to  see  was  that  that  very  suffering 
was  to  lay  the  foundation  for  our  current 
Age  of  the  Common  Man. 

Virtually  every  prediction  that  Marx 
had  made  failed  to  pan  out — save  one. 
Within  a  dozen  years  of  his  death,  cata- 
strophic changes  in  prices  had  set  in — 
only  this  time  they  were  not  accompa- 
nied by  a  fall  in  real  wages. 

With  respect  to  the  style  of  change, 
Marx  was  right  and  Keynes  was  wrong — 
at  least  as  far  as  we  can  tell  from  these 
numbers.  Economic  progress  toward  the 
modern  age  of  affluence  was  not  steady 
for  the  average  man;  it  was  a  rough  ride, 
with  jolts,  bumps  and  potholes. 

What  did  these  ups  and  clowns  mean, 
and  why  did  they  happen? 


But  Where  Are 
The  Shattered 
Baby  Carriages? 


Such  are  the  blinders  that  Marx  built 
into  /us  system  that  his  followers  have 
become  mesmerized  by  Sergei  Eisen- 
stein  movies  about  the  Russian  Revolu- 
tion. Angered  by  the  way  life  treated 
him,  as  well  as  by  the  way  it  treated  the 
new  industrial  working  classes,  Marx 
cried  out  not  merely  for  redressing 
wrongs  but  for  bloody  retribution.  So 
literal  are  our  modern  Marxists  that  un- 
less a  baby  carriage  rolls  down  the 
stairs — as  in  the  movie  Potemkin — it  can- 
not be  a  revolution.  Intelligent  leftists, 
like  Michael  Harrington  or  Paul  Swee- 
zey,  still  sit  around  waiting  for  a  revolu- 
tion that  has  come  and,  for  the  most  part, 
gone  without  them. 

One  reason  for  their  blindness  is 
linguistic. 

It  is  customary  among  historians  to 
talk  of  these  catastrophic  changes  in  the 
past  as  "revolutions,"  either  in  the  social 
order  or  in  the  government  of  a  nation. 
Thus  they  speak  of  the  "Commercial 
Revolution"  of  the  Middle  Ages,  or  of 
the  "Tudor  Revolution"  in  English  gov- 
ernment, or  of  the  "Industrial  Revolu- 
tion" or  the  "Scientific  Revolution." 

No  need  to  attack  this  usage  of  "revo- 
lution here;  a  revolution  is  the  kind  of 
timeless  cyclical  motion  that  a  wheel  or  a 
planet  makes,  and  it  may  not  apply  with 
equal  felicity  to  human  events.  Howev- 
er, it  probably  makes  more  sense  to  talk 
of  metamorphosis  rather  than  revolu- 
tion.   Metamorphosis,   of  course,    is  a 


marked  and  swift — catastrophic  if  you 
will — change  from  one  structure  to  an- 
other: tadpole  into  frog,  caterpillar  into 
butterfly.  The  new  structure  is  invari- 
ably more  complex  than  the  old  one. 
Now  for  the  analogy:  There  aren't  any 
wing  cells  in  a  caterpillar  until  it  manu- 
factures them;  there  aren't  any  industri- 
alists or  engineers  or  lawyers  in  human 
society  until  they  pop  up,  rather  sudden- 
ly, like  a  caterpillar's  new  wings. 

Let's  get  back  to  Phelps  Brown's 
numbers. 

The  year  950  A.D.,  when  our  record 
of  the  money  price  of  groceries  begins, 
found  all  Europe  in  the  "Dark  Ages." 
The  Roman  Empire,  which  at  its  height 
had  stretched  from  Iraq  to  Scotland,  is  a 
dim  memory,  conserved  mostly  in  out- 
post monasteries. 

Romans  had  had  little  trouble  feeding 
themselves:  Crop  yields  had  averaged 
four  times  the  seed  corn,  sometimes  as 
high  as  ten  or  13  times.  The  surplus 
made  for  high-living  emperors  and  plen- 
ty of  public  statuary. 

But  at  the  end  of  the  Dark  Ages,  the 
yield  is  down  to  twice  the  seed  corn, 
often  as  little  as  IV2.  In  other  words,  half 
the  land  in  Europe  is  employed  just  to 
produce  next  year's  seed.  Nobody  is  hav- 
ing much  fun. 

In  England,  King  Alfred,  who  chased 
the  Danes  out,  is  50  years  dead.  William 
the  Conqueror  is  100  years  in  the  future. 

The  political  system  of  England  is  a 
loose  confederation  of  local  bosses  called 
"thanes,"  unified  by  Alfred  under  a  sin- 
gle monarch.  The  system  can  hardly  be 
described  as  feudal,  though;  there  are  no 
knights,  no  hereditary  fees,  no  castles. 
There  is  not  yet  any  feudalism. 

The  "economy"  is  scarcely  worth  the 
name.  In  villages,  large  numbers  of  fam- 
ilies live  together  in  long  huts,  warmed 
by  a  common  fire.  A  fancy  town  might 
have  a  rude  stone  church;  Christian  mis- 
sionaries have  been  there  for  centuries. 
A  common  observation  at  the  time  was 
that  there  were  three  orders  of  men: 
those  who  fought,  those  who  worked  and 
those  who  prayed.  Those  who  worked 
were  overwhelmingly  committed  to  agri- 
culture. The  goldsmith,  the  weaver,  the 
builder,  the  sailor — all  are  present;  none 
is  numerous.  Bankers?  Lawyers?  Busi- 
nessmen? Unknown.  Prices,  such  as 
they  are,  rise  and  fall  with  the  harvest. 
In  our  sense,  no  cities  or  markets  exist. 

The  First  Great  Metamorphosis:  Be- 
tween the  years  1150  and  1325  the  cost 
of  living — the  money  price  of  a  basic 
collection  of  goods — probably  quadru- 
pled. Why? 

Two  great  changes  shook  England 
during  these  175  years.  The  first  we 
know  today  as  the  "Commercial  Revolu- 
tion." This  is  the  way  that  historian  Rob- 
ert Lopez  puts  it:  "Here,  for  the  first 
time  in  history,  an  underdeveloped  soci- 
ety succeeded  in  developing  itself,  most- 


What  will  it 
cost  you  to  build 
an  industrial 
building  in  the 
Southeast? 
Find  out. 

Send  for  our  new 
brochure  on  construction 
costs  in  Florida,  Alabama, 
Georgia,  North  Carolina, 
South  Carolina,  Virginia, 
Tennessee  and  Kentucky. 

We  have  included 
illustrations  and 
construction  data  on  26 
recently  completed 
industrial  buildings  in  the 
region,  with  costs  starting 
at  $5.40  per  square  foot. 

For  the  facts  on 
construction  costs  in 
the  13  state  area  served 
by  the  Family  Lines 
System,  write: 


J.R  LeGrand,  Vice  President 
Industrial  Development,  Dept.  C 
SCL-L&N  Railroads 
500  Water  Street 
Jacksonville,  Florida  32202. 
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We've  got  it  all  together. 


The  rather  remarkable,  if  on  y 
symbolic,  Morrison-Knurl  sen  soft 
hat"  welds  together  seme  wsry  im- 
portant business  philosophies. 

Never  mind  that  i!  looks  funny. 
The  ideas  it  repro.  t  nis  work  like 
gangbusters. 

The  soft  h  concept  harnesses 
those  virtues  for  which  M-Kisbest 
recognized  and  the  new  approaches 
with  which  we  attack  the  future. 
Hard  hat  energy,  muscle,  worldwide 
power  and  performance  in  major 
construction  for  virtually  every 
socio-economic  need.  And  soft  hat 
sophistication  in  market  orientation, 
advanced  technology,  systems 
development  and  basic  managemen 
responsibility. 

That's  our  real  business.  Management.  Intelligent, 
alert,  bottom-line  fidelity  to  maximizing  our  clients' 
return  on  their  capital  investment,  by  applying  high- 
est professionalism,  data  processing,  scheduling  and 


controls  to  deliver  quality  projects 
on  time  and  within  budget. 

Pairing  up  businesslike  manage- 
ment and  technical  expertise,  we're 
coming  on  strong,  internationally, 
in  railroads,  mining,  powertrans- 
mission  and  generation,  pipelines, 
energy  resources  development, 
marine  projects,  industry  from  food 
processing  to  petrochemicals,  hos- 
pitals, commercial  structures  and 
most  everything  else  from  airports 
to  metals-minerals  processing. 

In  the  design/engineer/construct 
field,  we  offer  every  kind  of  service 
from  construction  management  to 
complete  turnkey  responsibility. 
We'd  like  to  sit  down  and  talk  with  you  about  your 
next  project. 
Keep  an  eye  on  M-K. 
From  brim  to  brim,  our  hat  runneth  over. 


Contractors  •  Engineers  •  Developers 

.JORRISON 
KNUDSEN 

Corporate  Business  Development  and  Sales 
One  Morrison-Knudsen  Plaza 
Boise,  Idaho  83729 

Phone:  (206)  345-5000,  Extension  5139 


LI 

|.  -  I'.. 

•  'i  Executive 


ly  by  its  own  efforts. 

The  key  seems  to  have  been  a  sudden 
burst  of  agricultural  productivity.  The 
water  mill,  the  heavy  plough:  Both  had 
been  known  in  Roman  times,  but  sud- 
denly, along  with  a  modern  harness  that 
allowed  draft  animals  to  plow  faster  and 
deeper,  they  were  producing  a  sizable 
food  surplus.  For  the  first  time  in  centur- 
ies there  was  extra  grain. 

W  ith  the  surplus,  more  people  were 
freed  for  governmental,  religious  and 
cultural  purposes.  Cities  like  London, 
York.  Newcastle  sprung  up — not  only  in 
England,  but  all  over  Europe — where 
there  had  been  none.  With  the  cities 
came  an  explosion  of  trade,  and  with 
trade,  a  new  device  with  far-reaching 
consequences  called  the  contract. 

New  kinds  of  jobs  were  created  con- 
stantly. Where  there  had  been  only 
those  who  prayed,  worked  and  fought, 
within  a  couple  of  hundred  years  there 
were  two  new  "gangs"  worth  mention — 
the  craftsmen,  who  soon  set  about  orga- 
nizing themselves  into  guilds,  and  the 
merchants. 

With  the  Commercial  Revolution  came 
a  revolution  in  government.  Feudalism, 
the  complicated  system  of  hereditary 
iandholding,  had  developed  under  Char- 
lemagne and  his  successors  and  had  been 
imported  to  England  by  William  the  Con- 
queror. It  changed  the  nation's  face. 


With  the  feudal  system  there  were 
still  more  new  jobs;  instead  of  a  few 
dozen  thanes  lording  it  over  their  local 
populations  like  so  many  competing 
tribes,  soon  there  was  an  elaborate  hier- 
archy of  Iandholding  lords  and  vassals 
and  knights,  held  together  by  elaborate 
and  arcane  rituals. 

In  short,  the  200-odd  years  from  1100 
to  1325  that  saw  a  fourfold  explosion  in 
the  cost  of  living  were  also  a  time  of  an 
explosion  in  the  complexity  of  the  social 


order  in  England.  At  the  beginning 
there  were  towns  and  churches  and  war- 
rior chieftains;  at  the  end  there  wen 
cities  and  cathedrals  and  mighty  kings 
with  a  penchant  for  crusading  in  the 
Middle  East. 

Did  the  two  changes — prices  and  com- 
plexity— have  anything  to  do  with  one 
another?  Or  is  there  some  simple  eco- 
nomic formula  to  describe  "inflation" — 
that  will  explain  what  happened? 

Maybe.  At  any  rate,  as  the  chart 
shows,  prices  leveled  off  about  1325. 
They  settled  on  a  level  where  they  were 


to  stay  for  nearly  200  years.  The  question 
is:  What  stopped  the  "inflation"? 

Out  of  the  whirl  of  historical  facts,  the 
significant  thing  about  this  period  of 
price  stability  seems  simply  to  be  that 
society  grew  no  new  wings;  there  was  no 
fresh  division  of  labor.  Europe  and  En- 
gland grew  but  fluctuated,  though  popu- 
lation contracted  somewhat  and  there 
was  nothing  during  these  years  that 
could  be  called  a  general  metamorphosis 
in  the  organization  of  society.  Nothing, 


that  is,  until  about  152.5 — when  prices 
started  rising  in  England  again. 

For  the  next  100  years — historians  of- 
ten talk  about  the  "long"  16th  century, 
from  about  1520  to  1640 — the  prices  rise 
more  or  less  without  interruption,  until 
the  price  of  our  basket  is  four  or  five 
times  what  it  was  at  the  beginning.  What 
happened  coincidental!)  ?  Call  it: 

The  Second  Creat  Metamorphosis:  It's 
curious,  isn't  it,  that  this  second  age  of 
"inflation  was  the  age  of  Francis  Bacon 
and  Martin  Luther,  of  Copernicus  and 
Oliver  Cromwell,  of  the  discovery  of  the 


".  .  .  The  key  seems  to  have  been  a  sudden  burst  of 
agricultural  productivity  [from]  the  water  mill,  the 
heavy  plough  [and]  suddenly  a  modern  harness  .  .  ." 


Happy  Future, 
Forbes. 


As  a  company  on  the  move,  Beneficial,  with 
$2.9  billion  in  assets  and  1976  earnings 
exceeding  $100  million,  is  focused  on  new 
concepts,  new  services,  new  ideas  for  serv- 
ing the  financial,  insurance  and  merchan- 
dising marketplace. 


Profitable  innovation  to  keep  America  great 
doesn't  just  happen.  Beneficial,  like  other 
great  companies,  has  the  imagination  that 
leads  to  a  strong  free  world  economy. 
Thanks  to  Forbes  for  its  part  in  the  com- 
munications that  makes  this  possible. 


Beneficial  Corporation 

Beneficial  Building.  Wilmington.  Delaware  19899 


Beneficial  Finance  System  companies  •  Western  Auto  Supply  Co.  •  Spiegel,  Inc 
Beneficial  Insurance  Group  •  Midland  International  Corporation  •  Beneficial  Income  Tax  Service 
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Armco  is  investing 
ideas  and  profits 
in  America's  richest 

energy  resource*. 

COAL. 


Finding  smarter  ways  to  use  coal-power  is 
the  specialty  of  Armco  Steel  research 
scientist  David  Lockmeyer.  For  example, 
he  mixes  ordinary  and  premium  coals 
together  to  come  up  with  blends  that  are 
hot  performers.  Combinations  that  give 
most  energy  from  least  coal,  or  conserve 
the  expensive  kinds. 

Experiments  with  coal  by  David  and 
other  scientists  and  engineers  are  vitally 
important  to  a  steelmaker  like  Armco. 
Coal  already  provides  about  70%  of  the 
energy  used  by  our  industry.  Today,  oil 
and  natural  gas  reserves  are  dwindling. 
Armco  is  reinvesting  profits  in  nrnes  and 
research  to  give  coal  an  even  grt  .er  role. 

In  coal  and  other  tasks,  we  are  using 
our  best  technology  to  find  energy  and 
use  it  efficiently.  Energy  that  is  vital  to 
provide  heat,  light,  power,  jobs  and  useful 
products  for  ourselves,  our  children  and 
those  of  the  future.  Armco  is  working  to 
come  up  with  some  of  the  answers. 

Responsive  people  in  action. 


Reinvesting  profit  in  ideas. 

In  1976,  Armco  invested 
$8  million  in  the  third  expansion 
of  its  Research  Center.  It's  part 
of  our  continuing  commitment 
to  probe  for  new  achievements 
in  energy  and  materials  tech- 
nology. Dedicated  research 
builds  tomorrow's  standard  of 
living.  Reinvested  profit  makes 
it  possible. 

For  a  copy  of  "Coal — the 
key  to  our  third  century,"  write 
Armco  Steel  Corporation, 
Dept.  57B,  General  Offices, 
Middletown,  Ohio  45043. 


ARMCO 
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GREAT 
AMERICAN 

POWER 
PLAY 

Garbage  to  fuel  to  electric  power  — 
an  American  Can  resource  recovery  plant  is  making 
it  happen  in  Milwaukee  right  now. 


When  a  big  city  lights  into  the  garbage  problem 
in  a  big  way  —  that's  news.  And  Milwaukee  is 
doing  just  that.  Earlier  this  year,  an  $18-million 
resource  recovery  plant  built  by  our 
Americology  Division  went  on  stream  there. 
The  plant  mines  the  city's  garbage  for  re-usable 
steel,  tin,  aluminum,  paper  and  glass.  About 
60%  of  the  refuse  is  turned  into  a  fuel  and  is 
used  to  generate  electricity.  In  fact,  the  plant 
produces  six  times  the  energy  it  consumes. 
Helping  to  "turn  on"  Milwaukee  while  helping 
to  turn  off  its  garbage  problem  is  a  rewarding 
experience.  It's  also  good  business.  Seeking  that 
kind  of  combination  has  led  us  to  some  other 
interesting  developments:  A  wrapping  that 
keeps  lettuce  fresh  longer  and  saves  on  shipping 
space.  A  new  towel  that  uses  30%  less  raw 
material  than  conventional  paper  towels. 
American  Can  Company:  Diversified 
packaging.  Consumer  products/distribution. 
Resource  recovery.  Write  for  our  annual  report 
and  find  out  more  about  us. 

AMERICAN 

CAN  COMPANY^m 

Greenwich.  CT  06830  ^^^^ 


teas  form  the  roots  for  success. 


r  nearly  eighty  years,  Bechtel  has  been  a  builder  for  people. 

day,  as  a  professional  international  engineer-constructor,  the 
schtel  group  of  companies  provide  a  full  range  of  technical 
rvices.  These  include  economic  and  technical  studies, 
ister  planning,  engineering  design,  procurement, 
nstruction,  and  project  management. 


ichtel's  work  takes  experience,  world  knowledge,  a  large 
pacity  for  hard  work,  and  specialists  of  many  disciplines. 

!>ove  all,  it  takes  ideas.  The  kind  of  problem-solving 
sas  that  come  only  from  people  in  an 
fvironment  in  which  innovation, 
iedom,  and  boldness  are  fostered 
id  encouraged. 

!i  Bechtel,  these  people,  their  ideas 
d  their  quality  are  our  most 
jportant  product.  They  are  the  roots 
our  continued  success. 


echtel 


Denny's,  Inc.  1977 
WE  MAINTAINED  OUR  PRUDENT, 
PROFITABl  E  GROWTH  -  - 
TWICE  AS  f  AST  AS  THE 
FOODSERVICE  INDUSTRY 


Highlights 
of  our  1977 
Fiscal  Year 
(June) 

Revenues  gained 
22%  to  reach  $433 
million. 

Net  income  rose  30%, 
reaching  $20.6  mil- 
lion. Earnings  per 
share  were  $2.41, 
up  from  $1.98. 

At  year-end,  share- 
holders' equity  was 
$104  million,  up 
20%  Return  on 
equity  held  at  a 
record  21.6% 

Pre-tax  profit  margin 
reached  8.5%  up 
from  8%  continuing 
an  unbroken  six 
year  record  of 
annual  increases. 

Working  capital  pro- 
vided from  opera- 
tions increased  38% 
to  $35.3  million  and 
equaled  72%  of  capi- 
tal expenditures. 

76  new  Denny's 
Restaurants  and  82 
new  Winchell's 
Donut  Houses  were 
opened  in  the  U.S. 
12  Denny's  and  2 
Winchell's  were 
opened  abroad. 

With  inflation  dis- 
counted, real  growth 
in  average  annual 
unit  sales  was  3% 
for  Denny's  Res- 
taurants and  5%  for 
Winchell's  Donut 
Houses.  Average 
sales  of  new  units 
are  running  higher 
than  chain-wide 
averages. 

The  cash  dividend  . 
was  increased  for  A 
the  sixth  rime,  to  ^fl 
60f a  share.  # 


If  you  are 
interested  in 
how  a  modern, 
progressive 
foodservice 
company 
successfully 
meets  the 
changing 
expectations  of 
its  customers.. . 
Visit  one  of 
our  612  Denny's 
Restaurants... 
Pick  up  a  dozen 
donuts  at  one  of 
our  756  Winchell's 
Donut  Houses.. . 
Write  for  our 
1977  Annual 
Report: 
Denny's,  Inc., 
P.O.  Box  1117, 
La  Mirada, 
California  90637. 
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New  World  and  the  discovery  of  man  as 
an  "individual"? 

Looking  back,  two  great  changes  are 
discernible  in  the  long  16th  century. 
One  is  the  "rise  of  capitalism,'"  that  sys- 
tem described  by  Smith,  charted  by 
Marx,  so  infinitely  complicated  in  its  de- 
sign and  origins  that  whole  library  wings 
are  filled  with  chronicles  of  it.  To  single 
out  one  of  its  aspects  of  special  signifi- 
cance: It  was  the  period  during  which 
both  profits  and  interest  ceased  to  be 
something  wicked  in  the  eyes  of  the 
Church  and  became  instead  something 
to  be  encouraged. 

The  other  great  change  was,  of  course, 
the  rise  of  what  today  we  call  "the  nation 
state  — centralized,  bureaucratic  monar- 
chies, instead  of  the  "household"  man- 
agement of  feudal  times.  Taxes  appear 
On  a  large  scale  for  the  first  time,  as  does 
a  huge  windfall  to  the  English  govern- 
ment from  the  dispossession  of  the  En- 
glish Catholic  Church. 

Moreover,  it  was  during  this  period  of 
price  explosion  that  a  new  economic 


the  mines  of  South  America  tossed  off  far 
more  silver  than  they  had  during  the 
great  price  explosion.  Why  didn't  this 
increase  in  the  quantity  of  money  affect 
the  price  of  "beans"? 

Once  again,  what  can  be  said  of  this 
century  of  price  stability  is  that  it  was  not 
a  period  of  general  "revolution,  "  either  in 
economic  organization  or  government. 
By  1660  the  world  system  had  found  a 
groove  of  sorts,  and  despite  fierce  wars 
and  internal  upheavals,  stayed  in  it. 

Until  around  1750,  that  is.  Welcome 
to  the  "industrial  and  "democratic" 
revolutions. 

The  Third  Great  Metamorphosis:  That 
"something  happened  around  1750  is 
beyond  doubt.  What  it  was  depends  on 
where  you  sit.  There  is  just  one  thing 
that  can't  be  argued:  As  our  chart  shows, 
the  price  of  beans  took  off  and  sailed 
upward  for  75  years,  before  settling  on  a 
new  plateau. 

To  Edmund  Burke,  who  lived  through 
it,  there  had  been  nothing  like  it  since 
the     Protestant     Befonnation  swept 


".  .  .  Mercantilism  boiled  down  to  one  basic  idea: 
There  was  something  called  a  national  society  that 
could  get  rich  by  beggaring  its  neighbor  .  .  ." 


point  of  view  emerged,  later  to  be 
dubbed  "mercantilism."  Covered  in  two 
distinguished  volumes  by  Professor  Eli 
Hecksher,  mercantilism  boiled  down  to 
one  basic  idea:  There  was  something 
called  a  national  society  that  could  get 
rich  by  beggaring  its  neighbor. 

The  point  is  that  by  the  time  the  price 
of  beans  leveled  off  about  1660,  England 
was  an  indescribably  more  intricately  or- 
ganized place  than  when  the  price  explo- 
sion began.  It  was  part  of  a  world  mar- 
ket, it  was  a  developed  society,  it  had 
irreversibly  entered  a  new  age.  It  was,  in 
a  word,  more  complex. 

Ask  an  economist  why  prices  rose  in 
England  during  the  16th  century,  and 
he  11  tell  you  there  was  an  influx  of  pre- 
cious metals  from  the  New  World.  Even 
John  Kenneth  Galbraith  gives  that  rea- 
son in  his  book  Money. 

But  was  it  really  that  simple?  Did  the 
presence  of  more  gold  "cause"  the  "infla- 
tion"? Or  did  the  increasing  complex- 
ity— and  the  need  for  more  money  to  pay 
those  rising  prices — "cause"  the  gold  to 
be  found?  Is  the  advent — the  literal  in- 
vention— of  the  modern  conception  of 
taxes,  profits  and  interest  really  so  be- 
side the  point  in  the  rising  price  of  beans 
that  it  needn't  even  be  mentioned  by 
economists? 

In  any  event,  prices  once  again  lev- 
eled off  around  1660.  They  settled  on  a 
level  that  they  maintained  for  100  years. 
Why?  It  doesn't  exactly  seem  to  be  a 
matter  of  money  alone:  During  this  time, 


through  Europe.  On  the  world  scale,  the 
American  Bevolution  was  but  a  part  of  it: 
In  nation  after  nation,  continent  after 
continent,  the  idea  that  church  and  state 
governed  only  by  the  sufferance  of  the 
people,  that  there  was  no  "divine  right 
of  kings,  occurred  more  or  less 
simultaneously. 

At  the  same  time,  of  course,  came  the 
Industrial  Bevolution:  the  movement 
historian  David  Landes  has  summed  up 
as  Prometheus  Unbound.  It  was  the  age 
of  the  widespread  introduction  of  ma- 
chines to  do  human  work,  of  steam  to 
power  them,  of  raw  materials  to  feed  into 
them.  The  industrial  capitalist  made  his 
appearance,  and  the  commercial  banker. 

And  just  as  theological  doctrines  of 
wealth  had  accompanied  the  commercial 
and  feudal  revolutions;  just  as  mercantil- 
ist doctrine  had  ridden  in  on  the  heels  of 
the  capitalist  and  national  revolutions;  so 
a  new  doctrine  of  laissez-faire  made  its 
appearance  hand  in  hand  with  the  indus- 
trial and  democratic  revolutions. 

And  the  rising  price  of  beans?  A  mat- 
ter of  more  money?  Or  a  matter  of 
unimaginably  greater  complexity? 

One  thing  is  clear:  Again,  about  1825 
in  the  case  of  England,  prices  leveled  off. 
Again  they  would  remain  stable  for  about 
100  years.  To  put  it  simply,  a  nickel  beer 
was  a  nickel  beer,  whether  you  lived  in 
William  Pitt's  Britain  or  in  Lloyd 
George's,  in  Thomas  Jefferson  s  America 
or  Woodrow  Wilson's.  True,  it  was  after 
1825  that  the  Industrial  Bevolution — a 


Heery  Associates  provided  Construction 
Program  Management  services  including 
scheduling,  expediting,  coordination  and 
its  management  information  system. 

In  new  construction  programs,  our  expertise 
is  time/cost  control  on  behalf  of  the  Owner, 
through  overall  management  of  the  program, 
including  energy  budgeting  and  design 
monitoring. 

Our  clients  include  business,  institutional 
and  governmental  organizations. 

HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 
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A  Tentative  Answer: 
A  Scheme  Of  The  History  Of  Prices  In 
England  Reflecting  "Revolutionary" 
Increases  In  The  Division  Of  Labor 


tremendous  new  division  of  labor — hit 
its  real  stride  Rut  the  gestation  period, 
the  buildup  that  made  the  Industrial 
Revolution  possible,  ended  about 
182.5 — and  it  is  during  these  gestation 
periods  that  the  great  diffusion  of  costs 
takes  place;  then  the  division  of  labor 
begins  to  bring  down  money  costs, 
though  prices  stay  on  a  new  plateau. 

Since  World  War  II  we  have  been 
having  yet  another  great  explosion  ol 
prices.  It  is.  quite  clearly,  a  period  of 
diffusion  when  the  growth  of  spending 
on  government,  involving  vast  new  divi- 
sions of  labor,  is  getting  under  way. 
Where  it  will  ultimately  take  us,  we  do 
not  yet  know. 

If  you  have  failed  to  recognize  the 
striking  parallels  between  these  earlier 
"revolutionary  ages'  and  our  own,  you've 
been  skimming  too  fast.  The  rise  of  the 
welfare  state — and  of. its  philosophical 
underpinnings  in  the  works  of  men  like 
Keynes  and  Laski  and  Tawney — the  ad- 
vent of  the  "second  industrial  revolution, 
the  "new  class,"  the  "age  of  information.' 
the  "managerial  revolution,  the  "post- 
industrial  era  — whatever  you  call  it,  all 
these  constitute  a  change  as  dramatic  as 
any  of  those  scouted  out  in  the  last  few 
pages.  To  what  do  these  various  monikers 
refer  but  to  changes  in  the  division  of  labor 
in  "modern"  times? 

Writing  in  Forbes  last  Nov.  15  the 
author  used  an  old  Clark  Gable -movie  as 
a  metaphor  to  explain  why  prices  rose 
when  society  became  more  complex.  In 
the  movie,  Clark  Gable  and  his  gang 
come  to  town,  extort  money  from  the 
merchants  and  then  tell  the  merchants  to 
recoup  by  raising  the  price  of  beans. 
Says  Gable:  "What  do  they  mean,  they 
can't  pay  any  more  taxes?  Tell  em  to  put 
up  the  price  of  beans! 


In  that  essay,  government  appeared  as 
the  main  villain  in  what  people  call  infla- 
tion: government — the  new  gang  in  town 
whose  arrival  puts  up  the  price  of  beans. 
Rut  big  government  isn't  the  only  new 
gang  that  has  ever  come  to  town.  In 
recorded  history  there  have  been  many 
new  gangs  that  have  come  to  town, 
stayed,  and  put  up  the  price  of  beans. 
The  Phelps  Brown  numbers  are  a  record 
of  these  arrivals  and  their  consequences. 

In  fact,  you  can  think  of  the  whole 
middle  class  as  a  Clark  Gable  gang. 
When  people  began  practicing  law  or 
writing  in  newspapers  or  opening  shops, 
they  no  longer  raised  food;  they  had  to 
be  fed  by  the  remaining  farmers.  In  ex- 
actly the  same  way  the  townspeople  had 
to  pay  for  Clark  Gable's  gang.  Don't  take 
the  analog)  literally .  Clark  Gable's  gang 
was  entirely  predatory;  most  middle- 
class  gangs  are  very  beneficial.  Rut  the 
way  they  are  paid  for  is  similar. 

How  are  they  paid  for?  Read  on. 


There's  A 
Croupier 
In  Your  Tank 


To  USE  an  analogy  with  business,  what 
goes  on  in  these  periods  of  catacly  smic 
change  is  something  like  what  happens 
to  a  smallish  corporation  when  it 
launches  a  major  expansion  project:  Pro- 
duction is  interrupted,  bugs  develop, 
sales  lag  as  old  products  are  phased  out 
and  new  ones  introduced,  and  profits 
suffer  for  a  while.  Rut  then  things  start  to 
grab  hold,  production  soars,  cash  flow 


700  1800 


steps  up  and  profits  rise  to  a  new  level. 

In  economic  society,  what  is  going  on 
during  these  periods  is  a  new  division  of 
labor.  Society  becomes  more  complex. 
And  prices  rise,  just  as  unit  costs  rise 
while  a  business  expands.  Only  money 
prices  never  come  down  again.  Rut  peo- 
ple s  liv  ing  standards  usually  rise. 

Here  s  a  very  homely  metaphor  to  ex- 
plain what  really  happened  during  those 
periods  when  human  society  drastically 
changed  its  organization: 

There  is  a  restaurant.  It  specializes  in 
steak  dinners.  It  is  a  stripped-down 
place,  off  on  a  side  street,  not  too  clean; 
surly  waiters.  It  sells  a  fine  steak  dinner, 
though,  for  S6. 

Our  restaurant  is  doing  very  well,  so 
another  fellow  decides  to  open  a  restau- 
rant. Rut  he  decides  to  make  his  differ- 
ent, better.  He  has  flowers  on  the  tables, 
fresh  tablecloths,  neatly  uniformed  wait- 
ers, expensive  decor  and  a  press  agent  to 
persuade  the  rich  and  famous  to  patron- 
ize the  place.  He  even  hires  a  French 
chef  to  produce  a  be'arnaise  sauce  for  the 
steak.  Restaurant  number  two  delivers  a 
steak,  same  size,  for  S12. 

How  to  describe  the  differences  in  the 
price  of  steak?  You  could,  we  suppose, 
say  that  the  price  of  steak  had  become 
"inflated  in  one  of  the  restaurants,  but 
that  is  a  pretty  misleading  description.  It 
isn't  as  though  you're  getting  nothing 
more  than  the  same  old  steak  for  your 
$12;  it  is,  rather,  that  the  price  of  all  the 
fancy  frills  has  been  bundled  into  the 
price  of  steak. 

Doesn't  it  make  more  sense  to  say  that 
the  prices  of  the  frills  have  been  diffused 
into  the  price  of  steak?  Diffusion  is  a  fine 
commonsensieal  word  used  to  describe 
the  process  by  which  particles  mix  and 
mingle  until  they  can't  easily   be  told 
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OUR  TRACK  RECORD 

IS  AN  AMERICAN  TRADITION. 

It  goes  back  more  than  a  century,  to  the  building  of  the  first  transcontinental  railroad 
and  our  role  in  the  development  of  the  West. 

But  we've  never  believed  that  just  being  on  the  right  track  is  enough,  for  if  you  only 
sit  there  you'll  get  left  behind.  That's  why  we  spend  more  each  year  than  it  cost  to  build 
our  railroad  in  the  1860's  just  to  maintain  and  improve  our  trackage ...  and  over  half  a 
billion  dollars  in  the  past  five  years  for  new  equipment. 

Today  Union  Pacific  Corporation  is  a  broad-based  enterprise  engaged  in  four  exciting 
businesses  which  are  vital  to  America's  growth.  

Union  Pacific  Railroad  efficiently  moves  a  diversified  array  of 
farm  products,  minerals  and  manufactured  goods  into  and  out  of 
the  fast-growing  West. 

Champlin  Petroleum  is  engaged  in  exploration,  development 
and  production  of  crude  oil  and  natural  gas;  and  in  refining,  trans- 
porting and  marketing  petroleum  products. 

Rocky  Mountain  Energy  is  developing  western  coal,  natural 
soda  ash  and  uranium  at  an  accelerating  pace. 

Upland  Industries  manages  our  land  bank  of 
prime  industrial  and  commercial  sites. 

In  1977,  the  Corporation's  capital  program  will 
approach  S500  million,  divided  almost  equally  be- 
tween our  transportation  and  energy  businesses. 

Our  track  record  isn't  just  one  for  the  books. 
We're  out  to  set  new  ones! 


May  10th, 


Rail  Rosci  from  the  Atlantic  to  the  Pacific 


CrRAWD  OFONING 
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Of  the  hundreds  of  papermakers  in  the  United  States,  only  four  or  five  can 
match  our  capacity.  We're  bigger  in  paper  than  Mead,  Union  Camp,  Westvaco, 
Boise  Cascade  and  many  other  familiar  names. 

That  comes  as  a  surprise  to  a  lot  of  bankers,  investment  advisers,  brokers 
and  market  analysts.  Until  recently,  they've  thought  of  us  as  the  company  we 
used  to  be. 

But  now  they  are  aware  that  while  we  own  a  railroad,  a  coal  mine,  a  major 
paper  converter  and  a  large  paper  merchant,  we  own  them  because  they're 
directly  related  to  the  core  of  our  business:  making  paper. 

They're  now  aware  that  we  hold  leading  shares  of  market  in  three 
important  areas  of  the  paper  business  —  and  that  these  areas  where  we're  leaders 
generate  95%  of  our  revenues. 

Linerboard  and  corrugating  medium.  We  make  it  in  one  of  the  industry's 
largest  and  most  efficient  plants  and  are  the  nation's  number  one  supplier  to  the 
independent  box  makers,  who  have  22%  of  the  market. 

Business  communication  papers.  Paper  for  your  office  copier,  computer, 
letterhead.  We're  good  at  making  such  papers  and  at  selling  them  —  as  our  leading 
market  position  demonstrates. 

Uncoated  groundwood  printing  papers.  The  kinds  used  in  mail-order  catalogs 
and  telephone  books.  We  have  more  uncoated  groundwood  capacity  than  any  other 
North  American  producer,  and  are  diversifying  this  relatively  low-cost  product  to 
serve  new  markets. 

In  the  last  five  years,  our  earnings  per  share  have  grown  at  an  average 
annual  rate  of  30%.  Further,  our  pre-tax  return  on  sales  has  increased  more  than 
150%  to  13.0%,  and  return  on  equity  has  doubled  to  14.4%. 

Our  NYSE  ticker  symbol  is  GNN,  our  newspaper  stock  listing  is  GtNoNk,  and 
our  chairman  is  Sam  Casey.  He  wants  to  send  you  an  annual  report,  a  10- K  and  a 
fact  book  about  GNN.  Write  to  him  at  Great  Northern  Nekoosa  Corporation, 
75  Prospect  Street,  Stamford,  Connecticut  06901. 


Amoco  is  a  leader  in  providing  secure 
energy  supplies  here  in  America. 


supply  of  domestic  energy  is 
a's  future.  And  Amoco  is  a  leader 
For  example,  we've  developed 
producing  energy  from  heretofore  I 
eas.  We're  presently  untrapping  oil  I 
dstone  formations  — two  miles 
America's  jobs,  and  the  future  of 
md  our  way  of  life,  depend  on  a 
of  energy.  Energy  produced  here 
Amoco,  we're  committed  to  doing 
id  and  develop  that  energy. 

You  expect  more 
from  a  leader. 


The  Mechanical  Philosopher 


"May  God  Keep  us/from  single  vision/and  Newton's 
sleep."  So  wrote  the  great  1 8th-century  English  poet  and 
painter  William  Blake.  The  lyrical  Blakedespised  Sir  Isaac 
Newton,  blaming  him  forthe  Industrial  Revolution  and  its 
"dark  satanic  mills,"  and  painted  this  picture  of  Newton 
concentrating  on  mechanical  abstractions  while  ignoring 
organiccreation.  Newton,  though noeconomist, didonce 
run  the  Royal  Mint  with  the  assignment  of  stabilizing  the 


value  of  the  pound — an  ancestor,  as  it  were,  of  Arthur 
Burns.  Newton  was  a  great  thinker,  but  a  wrong-headed 
adoption  of  his  vision  by  the  economists  has  led  them  to 
formulate  theories  that  are  inappropriate.  Forexample,  an 
economy  doesn't  operate  like  a  machine  but  rather  like 
the  colorful  ecosystem  (a  lichen-covered  rock)  on  which 
Newton  sits,  but  which  he  ignores.  Perhaps  what  modern 
economics  needs  is  a  touch  of  Blake. 


apart;  so  why  not  use  it  to  describe  the 
way  in  which  costs  mix  and  mingle? 

Diffusion  rolls  easily  off  the  tongue.  Its 
chief  advantage:  It  highlights  the  fact 
that  something  new  has  been  added. 

There  are  other,  more  tortured,  ways 
of  talking  about  the  economic  process 
we  are  describing.  You  could  say  that 
the  price  of  waiters'  uniforms  has  been 
"shifted"  into  the  price  of  steak,  or  that 
it  has  "passed  on"  there.  You  could  say 
that  it  has  been  "pushed"  there.  You 
could  even  give  up  the  analytic  game 
and  say  that  the  price  of  steak  has  been 
"administered"  to  include  the  prices  of 


the  extras.  These  are  the  ways  conven- 
tional economics  would  describe  the 
process. 

But  all  these  common  descriptions 
share  a  common  failure:  They  imply  that 
things  have  simply  been  rearranged 
somehow  at  restaurant  number  two, 
pushed  here,  shoved  there,  shifted 
around.  None  calls  attention  to  the  cen- 
tral fact  of  the  matter,  which  is  that  new 
kinds  of  prices  have  been  added. 

There  is  a  better  word,  a  word  that  is 
scarcely  heard  outside  of  scholarly  pre- 
cincts these  days,  but  it  deserves  a  far 
wider  audience. 


It  is:  conflation.  Its  meaning:  the  fu- 
sion or  blending  of  two  or  more  different 
and  distinct  items.  And  this,  of  course,  is 
exactly  what  has  happened.  Not  infla- 
tion, but  conflation.  Just  words,  but  they 
cover  worlds  of  difference. 

Conflation  means  "mixed  up."  It's  a 
useful  word  to  describe  what  happens  to 
old  costs  when  new  ones  are  added.  Why 
are  New  York's  electric  rates  the  U.S. 
highest?  Because  they  are  conflated  with 
the  costs  of  the  city's  expensive  govern- 
ment. Why  is  a  gallon  of  gas  higher  than 
three  years  ago?  Because  it  is  conflated 
with  cost  of  supporting  the  public  sectors 
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of    14    foreign    oil-producing  nations. 

There  is  just  one  more  thing  to  notiee 
before  we  leave  our  restaurants  and  re- 
turn to  the  larger  world.  It  is  that  their  is 
nothing  going  on  here  that  cannot  he 
discussed  fruitfully  in  terms  of  the  divi- 
sion of  labor — that  is,  in  terms  of  in- 
creased specialization.  The  difference 
between  the  two  restaurants  is  principal- 
ly that  the  second  one  employs  more 
people  at  more  different  tasks:  the  flo- 
rist, the  tablecloth-maker  and  launderer. 


the  waiters  and  their  uniform-makers, 
the  press  agent,  even  the  saucier.  There 
are  more  occupations  in  the  second  res- 
taurant than  in  the  first.  It  is  fundamen- 
tally the  cost  of  employing  these  new 
people,  of  paying  their  prices,  that  is 
being  diffused.  The  steak-eater  in  the 
second  restaurant  is  supporting  more 
people  than  the  steak-eater  in  the  first 
restaurant.  (When  the  customer  gets  up, 
pays  his  bill  and  leaves,  the  result  in 
either  place  is  the  same:  He  has  a  full 
stomach.  But  it  is  quite  probable  that  the 
act  of  filling  his  stomach  was  more  enjoy- 


able in  restaurant  number  two.) 

All  that  remains  is  to  give  a  name  to 
this  notion.  Why  not  call  it  complexity 
theory?  It  says  simply  that  the  prices  of 
familiar  items  like  cake  and  steak  dinners 
are  mostly  a  matter  of  the  complexity — 
the  degree  of  specialization  or  of  division 
of  labor — in  the  surroundings  in  which 
they  are  served.  To  put  it  another  way, 
you  could  say  that  the  level  of  prices — 
conflation — is  a  matter  of  the  number  of 
middlemen. 


It  isn't  difficult  to  transfer  this  idea  to 
the  real  world.  For  example,  a  pound  of 
cake  may  cost  $1.10  in  a  New  York  City 
grocery,  but  it  costs  $4.80  for  the  same 
amount — eight  pieces — in  the  hash  joint 
across  the  street.  Is  that  because  there  is 
"inflation  of  the  price  of  cake  on  one  side 
of  the  street?  Or  is  the  difference  a  matter 
of  the  diffusion  of  the  costs  of  running  a 
restaurant  into  the  price  of  cake? 

Similarly,  cake  costs  less  in  Iowa  City 
than  in  New  York  City.  Why?  Little  to 
do  with  climate.  It's  because  frill-wise, 
Iowa  City  is  to  New  York  City  as  Sam's 


Diner  is  to  New  York's  glossy  "21"  Club. 

Now  you're  beginning  to  get  the  pic- 
ture. Restaurant  Earth:  A  theory  of  price 
change  over  time  as  well  as  place.  At  the 
turn  of  the  century,  a  bakery  cake  cost 
maybe  a  quarter.  Today  it  costs  $1.10. 
Our  proposition  is  that  much  of  that 
increase  owes  not  to  some  mysterious 
force  called  "inflation,"  but  to  the  diffu- 
sion of  the  cost  of  the  "frills"  we've  added 
to  late  20th-century  America.  Today, 
when  you  buy  a  piece  of  cake,  you're  not 
just  paying  for  something  to  eat;  you're | 
helping  finance  nuclear  weapons,  old- 
age  pensions  and  bureaucrats  whose  job 
it  is  to  see  that  the  cake-seller  doesn't 
cheat  you  and  that  the  cake-baker 
doesn't  poison  you.  You're  even  helping 
make  some  lawyers  rich.  They  win  big 
negligence  suits  against  supermarkets, 
and  the  supermarkets  tack  the  cost  of 
their  insurance  premiums  and  legal  fees 
onto  the  price  of  cake  and  baked  beans. 

You'll  see  that  this  idea  fits  very  well 
the  Phelps  Brown  index  of  the  price  of 
beans.  A  steak-eater  of  the  16th  century 
was  supporting  only  a  few  occupations: 
landowner,  farmer,  butcher,  in  the  case 
of  steak.  The  steak -eater  of  the  late  20th 
century  is  supporting  all  those  and  a 
good  many  others.  For  example:  chemi- 
cal plant  workers  (who  make  the  fertiliz- 
er that  is  used  to  raise  cattle  feed);  bu- 
reaucrats and  soldiers  (paid  by  taxes 


".  .  .  There's  a  better  word  .  .  .  'conflation'  [meaning] 
'mixed  up.'  It's  a  useful  word  to  describe  what 
happens  to  old  costs  when  new  ones  are  added  .  .  ." 


People  have  an  instinct 
for  putting  things  together. 

We  have  a  talent  for 

making  them  stick. 


When  our  company  started  out  almost  a  century 
ago,  it  was  with  a  very  basic  adhesive  as  its  sole 
product:  wallpaper  paste. 

Today,  adhesives  still  make  up  74%  of  our  busi- 
ness, along  with  sealants  and  coatings.  Because 
adhesives  still  perform  critical  functions  in  a  wide 
range  of  industries  that  can't  be  fulfilled  by  any 
other  fastener.  Everything  from  bookbinding 
to  space-age  glues  that  form  incredibly  strong 
bonds  on  construction  materials,  highly  sophisti- 
cated formulations  for  solving  technical  problems 
in  areas  like  packaging  frozen  foods,  even  adhe- 
sives for  nonwoven  fabrics.  The  list  is  endless. 

We  are  also  supplying  multinational  markets 


with  paints,  floor  maintenance  equipment,  sanita- 
tion chemicals,  industrial  waxesandspecialty 
polymers.  We  have  a  network  of  30  plants  in  this 
country,  along  with  plants  in  25  foreign  countries. 

We  also  have  a  certain  talent  for  growth:  1976 
marked  the  36th  consecutive  year  in  which  we  set 
a  new  record  for  sales  growth.  And  by  the  1980's, 
our  sales  will  reach  $300  million,  with  an  expected 
$12  million  in  net  earnings. 

If  you'd  like  fuller  details  about  our  company  or 
products,  please  drop  us  a  line. 

H  B  FULLER  COMPaNV 

2400  Kasota  Ave.,  St.  Paul,  MN  55108 
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Bristol-Myers  Company 


Quality  products  for  a  good  life. 


A  LOOK  BAG 


Some  corporations  seem  to  grow  ac- 
cording to  a  genetic  code.  They 
succeed  most  when  they  replicate 
their  initial  achievements. 

Consider  this  advertisement  we 
were  writing  just  about  the  time  B.C. 
Forbes  was  printing  the  first  issue  of 
his  namesake. 

We  were  sixty-five  years  old  and 
flushed  with  the  successes  that  had 
earned  us  the  reputation  "World's 
Largest  Makers  of  Technical  Glass." 

It  is  uncanny  how  almost  every  in- 
vention and  achievement  cited  in  the 
advertisement  has  been  repeated  with 
equal  success  in  the  years  since  to 
solve  problems  undreamed  of  in  1 91 7. 

The  Mystery  of  Glass.  The  Mastery 
of  Glass. 

We  referred  back  then  to  "the  patient 
study  of  the  laws  of  light  in  a  laboratory 
where  glass  and  its  uses  are  the  sole 
thought  of  every  worker."  We  had  set 
the  color  standards  for  railroad  signals 
the  world  over  and  were  known  as  the 
inventors  of  the  first  practical  heat- 
resistant  glass.  Our  signal  and  lantern 
glasses  could  function  in  any  extreme 
of  weather  without  breaking  from  heat 
shock. 

Today,  we  can  make  a  strand  of 
glass,  one-fifth  the  thickness  of  one  of 
your  hairs,  which  can  carry  as  many 
messages  as  10,000  copper  telephone 
wires.  Telecommunications  research- 
ers had  told  us  such  an  optical  wave- 
guide would  not  be  practical  until 
someone  could  develop  a  strand  of 
glass  that  would  keep  light  signal 


losses  below  20  decibels/kilometer. 
Our  laboratory  developed  glass  that 
holds  signal  losses  to  less  than  4 
decibels/kilometer!  Ingenuity  resulting 
from  "patient  study"  of  light  and  glass 
scores  again. 

First  Glass  Baking  Ware. 

The  idea  of  glassware  you  could  carry 
from  oven  to  table  to  make  food  prepa- 
ration easier,  more  economical,  and 
more  aesthetic  originated  at  Corning. 

Today  more  than  90%  of  the  homes 
in  America  use  this  PYREX  brand 
baking  ware. 

We  are  well  on  the  way  to  replicating 
this  achievement  with  CORNING 
WARE,  made  from  another  Corning 
invention,  glass-ceramics.  Only  19 
years  old,  CORNING  WARE  is  already 


found  in  over  70%  of  our  homes; 
technological  and  the  marketing 
stories  are  almost  exactly  the  s?j 
fifty  years  apart. 

The  same  glass  we  used  thei 
plates  has  been  the  standard  all 
the  world  for  heat  and  chemicall 
ant  labware.  Many  of  the  major 
achievements  in  the  wet  sciencj 
of  the  past  sixty  years  were  mad 
our  PYREX  labware. 

First  Electric  Lamp  Bulb. 

We  supplied  Thomas  A.  Edison 
glass  bulb  for  his  electric  lamp.  \l 
worked  with  him  and  others  to  rA 
such  lamps  universal,  developirj 
some  of  the  world's  most  compl 
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VT  OUR  FUTURE 


ive  machinery  in  order  to  pro- 
llions  of  bulbs  for  iittle  more 
Denny  apiece. 

Bpeated  the  whole  process  with 
leers  of  television.  Our  glasses 
5cial  manufacturing  techniques 
ich  to  do  with  making  TV  avail- 
everyone  at  an  affordable  price, 
u  see  how  a  TV  tube  is  just  a 
more  complex  light  bulb? 

lasses  for  Other  Industries. 

S  Coming's  most  significant 
lion  in  the  early  part  of  this 
was  to  demonstrate  that  glass, 
pnan's  oldest  industrial  mate- 


rials, could  be  customized  with  almost 
infinite  variety  to  take  advantage  of  its 
unique  strengths  and  to  minimize  or 
eliminate  its  weaknesses. 

In  1 91 7  we  were  talking  about  a 
glass  for  X-radiation  shielding,  thirty- 
five  years  before  we  would  be  an- 
swering the  need  for  massive  shielding 
for  atomic  research  and  radiation 
therapy. 

We  had  developed  tinted  optical 
lenses,  harbingers  of  the  photochromic 
glass  we  developed  in  the  'Sixties  for 
eyeglasses  that  darken  in  the  sun, 
lighten  again  indoors. 


Our  thermometer  tubing  was  much 
admired  for  its  accuracy.  Today,  one 
of  our  fastest  growing  markets  is  still 
the  medical  field,  where  we  have  made 
breakthroughs  in  equipment  for  ana- 
lyzing blood  gases  and  for  automati- 
cally categorizing  white  blood  cells. 

Our  contribution  to  transportation  in 
1 91 7  included  lenses  for  automobile 
headlamps.  In  1 977  we  watch  with 
pride  as  the  space  shuttle,  using 
eleven  of  our  windows,  returns  to 
earth.  (Every  American  astronaut  has 
had  his  view  of  space  through  win- 
dows made  by  Corning.) 

A  Look  Ahead  at  Our  Present. 

We  make  60,000  different  products, 
most  of  them  of  our  own  invention  and 
design.  We  are  30,000  highly  skilled 
people  working  in  72  plants  in  1 7 
countries. 

The  simple  fact  that  our  recent  suc- 
cesses are  so  similar  in  nature  to  our 
original  achievements  gives  us  great 
confidence  that  we  will  still  be  about 
our  businesses  sixty  years  from  now. 

From  time  to  time  we  issue  a  digest 
of  things  we  do  with  glass  which  we 
hope  will  be  of  general  interest,  per- 
haps even  of  specific  value,  in  your 
business.  It  would  please  us  to  send  you 
the  current  issue  of  Corning  Product 
News.  Send  your  card  or  letterhead  to 
Mr.  Dennis  Mog,  Corning  Glass  Works, 
Corning,  N  Y.  14830. 

'CORNING.  PYREX,  CORNING  WARE  are  registered 
trademarks  of  Corning  Glass  Works. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE  ■  August  24, 1977 

70,000  Units 

Buttes  Gas  &  Oil  Co. 

$70,000,000  10%%  Subordinated  Debentures  due  1997 

with 

280,000  Shares  of  Common  Stock 

Each  unit  consists  of  one  Debenture  in  the  principal  amount  of  $1,000  and  four  shares  of  Common  Stock. 
The  Debentures  and  Common  Stock  will  not  be  separately  transferable  prior  to  October  31,  1977,  or  such 
earlier  date  as  may  be  determined  by  Buttes  with  the  consent  of  the  Representatives  of  the  Underwriters. 


Price  $1,000  Per  Unit 

Plus  accrued  interest,  if  any,  from  date  of  delivery. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc.  Bache  Haisey  Stuart  Shields 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Hornblower,  Weeks,  Noyes  &  Trask         Kuhn  Loeb  &  Co.         Loeb  Rhoades  &  Co.  Inc. 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 

Stuart  Brothers  Warburg  Paribas  Becker 

Incorporated 


THE  FUEL  THAT  POWERS 
INDUSTRIAL  AMERICA 


he  fuel  that  powers  industrial  America—  industrial 
jel  oil  -  has  always  been  given  top  priority  at 
xnerada  Hess. 

Our  large,  highly  automated  refinery  at  St.  Croix 
i  the  United  States  Virgin  Islands  is  programmed  to 
jrn  out  more  industrial  fuel  oil  than  any  other 
roduct.  In  fact,  we  produce  a  variety  of  different 
/pes  to  satisfy  environmental 
squirements. 

To  assure  you  dependable  delivery, 
/e  have  a  large  network  of  strategically 


located  storage  terminals  along  the  Atlantic  Seaboard 
and  Gulf  Coast.  And  we  have  developed  a  superbly 
controlled  distribution  system  operated  by  skilled 
teams  of  technicians  who  can  work  with  you  to 
determine  your  particular  product  requirements  and 
optimum  delivery  schedules. 

This  means  that  whether  you  are  contracting  for 
a  single  facility  or  multiple  plant  locations  you 
can  depend  on  us  to  deliver  Hess  quality 
industrial  fuel  oil  throughout  our  marketing 
areas,  where  you  need  it,  when  you  need  it. 


Differences:  Even  the  best  diner  sells  a  meal  for  a  good  deal  less  than 

does  the  fancy  restaurant  pictured  above.  The  fancy  restaurant  doesn't 

necessarily  serve  a  better  steak,  but  it  does  give  you  a  lot  of  other 

things:  fresh  tablecloths  and  chandeliers,  for  example.  And  the  customers  must 

pay  for  them.  So,  what  happens  if  the  diner  turns  into  a  restaurant? 

Are  the  higher  prices  the  result  of  something  called  "inflation "?  Or  of  the 

addition  of  new  costs  to  old  ones?  Thus,  Restaurant  Earth. 


levied  on  every  step  of  the  way  from 
steer  to  steak);  doctors  (who  are  paid, 
among  other  things,  by  tax-supported 
health  plans  and  by  business-supported 
medical  insurance);  and  even  journalists 
(who  get  paid  out  of  the  proceeds  from 
advertising  by  meatpackers  and 
restaurants). 

Is  it  surprising  that  cake  and  beans  and 
steak  and  hamburger  "cost"  more  in 
1970  than  in  1670? 

This  kind  of  "inflation"  (which  isn't 
inflation  at  all,  but  conflation)  even  de- 
scribes what  is  happening  to  the  price  of 
oil.  How  many  Arab  sheiks  gambled  in 
London  casinos  when  oil  was  SI. 85  a 
barrel?  Not  many.  Most  of  them  stayed 
home  and  watched  their  wives  and  their 
camels.  But  the  oil-user  today  is  helping 
support  London  gambling  casinos  that 
didn't  exist  pre-OPEC.  (There's  a  crou- 
pier in  your  tank!)  The  price  is  bundled 
into  the  price  of  oil  (along  with  the  cost  of 


the  Shah  of  Iran's  new  air  force,  Saudi 
Arabia's  new  schools  and  crazy  Qaddafi  s 
latest  subversions  in  Central  Africa  and 
Northern  Ireland). 

And  this  brings  us  face  to  face  with  the 
economists.  For  if  there  is  one  thing  on 
which  John  Kenneth  Galbraith  and  Mil- 
ton Friedman  agree,  it  is  that  OPEC  was 
deflationary .  Galbraith  says  so  at  the  end 
of  his  book  Monet/;  Friedman  says  so  at 
every  opportunity.  Deflationary?  Yes, 
deflationary,  they  say,  because  OPEC 
was  sucking  dollars  out  of  the  industrial 
economies;  there  were  fewer  dollars  (and 
francs  and  yen)  to  buy  the  same  number 
of  goods.  And  yet  in  the  real  world  the 
OPEC  price  increase  was  followed  by  a 
terrific  burst  of  inflation.  How  can  defla- 
tion be  inflationary? 

It  is  time  to  consider  the  meaning  of 
the  word  "inflation"  and  to  see  how  it — a 
mere  word — causes  us  to  misunderstand 
what  is  happening  to  our  world. 


Economists  Are 
Full  Of  Hot  Air 
— Literally 


We  have  argued  that  our  restauran 
analogy  is  a  better  way  to  explain  wh; 
prices  are  rising.  Better  than  whatv  Betl 
ter  than  the  prevailing  wisdom.  The  prej 
vailing  economic  wisdom,  of  course,  i 
based  on  the  quantity  theory  of  money. 

Go  back  to  Isaac  Newton's  and  (Adam 
Smiths)  clockwork  universe:  In  theii 
mechanical  world  of  cause  and  effect) 
there  had  to  be  a  simple,  mechanica 
reason  why  beer  and  cloth  and  meat  cost 
more  in  the  18th  century  than  in  the 
15th  century.  The  18th-century  philos- 
opher David  Hume  came  to  the  rescue. 

"It  seems  a  maxim  almost  self-evident! 
that  the  prices  of  everything  depend  on 
the  proportion  between  commodities 
and  money.  .  .  .  Increase  the  commod- 
ities, they  become  cheaper;  increase  the 
money,  they  rise  in  their  value."  See? 
Commodities  rising  in  value — inflation, 
in  shorthand — is  a  matter  of  too  much 
money  chasing  those  goods:  "demand- 
pull  inflation." 

Notice  something  very  interesting  in 
Hume's  formulation  that  "the  prices  ol 
everything  depend  on  the  proportion  be- 
tween commodities  and  money."  Noticfl 
his  phrase,  "the  prices  of  everything, 
now   rendered   as     all    prices.  What 
makes  "all  prices"  rise  at  once  (goes  the 
modern  question  about  inflation)?  The 
tacit  assumption  is  that  the  economy  is 
fixed  item,  like  a  given  volume  of  gas; 
that  is  the  hidden  meaning  of  the  phrase 
"all  prices."  It  is  the  money  supply  that 
is  infinitely  expansible;  it  can  swell,  like 
a  balloon  (high  prices)  or  constrict  (low  I 
prices). 

The  problem  is  simply  this:  Quantity 
theory  always  tacitly  assumes  (as  Joseph 
Schumpeter  noticed)  that  there  is  a  more 
or  less  fixed  collection  of  goods  in  the 
world,  which  is  "contained  by  the  mon- 
ey supply  as  gas  is  contained  by  a  bal- 
loon. The  relationship  between  pressure 
and  volume  of  gas  has  a  name.  It  is  called 
Boyle's  Law,  and  it  is  among  the  first 
great'  breakthroughs  that  the  "mechani- 
cal philosophy"  ever  achieved.  The 
economists,  I  suggest,  have  simply  bor- 
rowed this  theory.  George  Shackle,  a 
brilliant  English  economic  historian,  rec- 
ognized the  parallel  two  decades  ago, 
but  didn't  carry  it  any  further. 

Boyle's  Law  makes  a  connection  be- 
tween the  pressure  on  gas  and  the  space 
it  occupies.  Bobert  Boyle  hit  on  it  more 
than  300  years  ago.  He  had  just  pub- 
lished a  series  of  experiments  describing 
how  he  put  a  sheep's  bladder  into  a 
vacuum  chamber  and  exhausted  all  the 
air  from  the  chamber.  The  bladder,  the 
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NVESTMENT  SERVICES 
\T  THE  HARRIS  BANK. 

low  your  companys  excess  cash  can  be 
rofitably  invested  short-term. 


Finding  your  company 
ng  on  cash  but  short  on 
vestment  strategies 
)esn't  have  to  be  a  prob- 
m. 

Your  Harris  Business 
anker  can  offer  you  one- 
op  service  in  "near 
oney"  instruments  that 
;lpyou  maintain  liquidity 
lile  employing  your 
xess  funds  profitably. 

He'll  help  you  take 
Ivantage of  Harris  exper- 
;e  in  assessing  the  fac- 
rs  influencing  interest 
tes.  And,  he'll  help  you 
>nefitfrom  Harris  skills 
executing  investment 
'ategies. 

The  Investment  Depart- 
ent  of  the  Harris  gives  you 
rect  access  to  markets  for 
S.  Government  and  Federal 
jency  Securities;  state  and 
unicipal  bonds;  and  short- 
rm  money  market  instru- 
ents  such  as  repurchase 
ireements,  bank  certificates 
deposit,  commercial  paper 
id  banker's  acceptances. 


In  addition,  the  Harris  is 
one  of  that  limited  number  of 
banks  making  a  market  in  U.S. 
treasury  bills,  treasury  notes, 
treasury  bonds  and  agency 
obligations. 

Constant  involvement  in 
these  markets  allows  Harris  in- 
vestment specialists  to  tap 
information  resources  at  all 
levels.  They  share  with  you  the 


accumulated  knowledge, 
insight  and  experience 
used  to  formulate  our  own 
internal  investment 
policies. 

So,  whatever  your  in- 
vestment needs,  whether 
advice,  execution,  cash- 
iering or  periodic  report- 
ing, your  Harris  Business 
Banker  can  help  you  im- 
prove the  efficiency  and 
profitability  of  handling 
surplus  funds. 

Hisjobisto  know  you, 
your  company  and  its 
financial  needs  as  well  as 
he  knows  our  bank  and  its 
services. 

You  might  think  of  him 
as  the  corporate  banker  who 
specializes  in  your  company. 

Your  Harris  Business 
Banker.  If  you  come  to  think 
of  him  as  one  of  yours,  it's 
because  he's  one  of  ours. 


You  should  have  a  SM 
Harris  Business  Banker. 


S  HARRIS 

BANK. 


ris Trust  and  Savings  Bank,  111  W  Monroe  St  .  Chicago,  III  60690  Member  F  D  I  C  ,  Federal  Reserve  System 


lowering, 

majestic, 

magnificent. 

And  rotten  to  the  core. 


Great  trees  can  be 
so  imposing  that  they 
inspire  awe.  Yet  inside 
they  can  be  rotten- 
victims  of  insects,  dis- 
ease, or  both.  Such 
trees  discourage  life 
around  them.  And  little 
of  their  fiber  can  be 
salvaged. 

In  Georgia-Pacific's 
managed  forests,  we 
harvest  trees  at  their 
productive  peak,  like 
the  vital  crops  they  are. 


We  also  develop 
stronger  seedlings 
more  likely  to  survive, 
then  carefully  manage 
their  growth.  These 
become  "supertrees" 
that  grow  faster  and 
taller  than  trees  that 
nature  seeds,  doubl- 
ing or  tripling  nature's 
productivity. 


Trees  do  grow  back. 
If  managed  and  har- 
vested wisely  they'll 
be  more  than  just 
towering,  majestic 
and  magnificent. 

They'll  be  equal  to 
all  our  needs. 


For  more  information 
on  the  managed  forest 
and  Georgia-Pacific's 
supertree  program — write 
"Managed  Forest," 
Dept.  F-1, 

Georgia-Pacific  Corp., 
900  S.W.  5th  Avenue, 
Portland,  Oregon  97204. 


XT 


THE 

NEWYOKKER 


fl|mograph/cs. 

education, 

occupation, 

*herewftha/. 
^  aud/ence /snot 

upscale: 
Se4oTentrated 

*5««?3E *semarkets- 

«ad  every  cn/L 


hmW  Offll,"on 

week. 

™eNeWy0l.ke(.,s 

ne«ghborhood. 
rou'Henioy 

IZ^ographics. 


<<2  C:Mfe#i^wmf^  (: 


©1971  THE  NEW  YORKER  MAGAZINE,  INC. 


air  in  it  expanding  against  the  vacuum, 
swelled,  then  burst.  Boyle  then  con- 
structed an  elbow-shaped  tube,  trapped 
some  air  in  the  tip  behind  a  column  of 
mercury.  As  he  added  more  and  more 
mercury  to  the  tube — more  pressure — 
the  air  was  compressed  into  a  smaller] 
and  smaller  space.  Boyle's  Law  was  the 
result.  High  pressure,  small  space;  low 
pressure,  large  space. 

Economists  seem  to  tell  us  that  the 
amount  of  money  operates  in  the  same 
fashion  as  a  container  of  gas:  Make  it 
tight,  like  a  steel  cylinder,  and  you'll 
have  stable  prices.  Make  it  loose,  like  a 
balloon,  and  you'll  have  high  prices. 

They  even  have  a  formula  that  looks 
suspiciously  like  Boyle's  Law  to  desc  ribe 
the  relationship:  PT=MV.  It  couldn't  be 
simpler.  It  couldn't  seem  to  make  more 
sense. 

There  is  just  one  problem.  It  is  non- 
sense. There  is  no  such  thing  as  "all 
prices."  You  can't  talk  about  "prices'"  in 


.  .  Economists  seem  to  tell 
us  that  the  amount  of  money 
operates  in  the  same  fashion 
as  a  container  of  gas  .  .  ." 


the  world  any  more  than  you  can  talk 
about  "prices"  in  a  restaurant — unless l 
you  specify  which  prices  you're  talking 
about.  Steak-cum-trimmings?  Or  steak- 
sans-trimmings?  The  meat  may  be  the 
same,  but  the  whole  experience  of  eating 
it  is  different.  The  economists  fail  to 
distinguish;  they  just  say  that  one  steak  | 
costs  more  than  the  other. 

Back  to  our  two  restaurants.  In  restau- 
rant number  one,  the  price  of  a  steak 
dinner  is  $6;  in  restaurant  number  two, 
it  is  S12.  How  would  a  quantity  theorist 
explain  the  difference? 

He  wouldn't.  He  would  compile  a 
"market  basket" — the  cost  of  a  typical 
meal.  That's  the  P  of  his  equation, 
meaning  "all  prices"  or  the  "general 
level  of  prices."  Then  he  would 
scratch  his  head.  For,  according  to  his 
formula,  the  reason  P — the  market 
basket — in  one  restaurant  is  higher 
than  the  P  in  the  other  restaurant 
must  necessarily  be  a  matter  of  M — 
meaning  the  supply  of  money — or  the 
frequency  with  which  it  has  changed 
hands.  He  has  no  vocabulary,  no  tools 
for  talking  about  and  measuring  "old" 
prices  (for  stripped-down  steak)  and 
"new"  prices  (for  steak  with  soft  music 
and  bone  china).  These  concepts  are  i 
utterly  foreign  to  him,  because  he  as- 
sumes, right  in  the  beginning  of  quan- 
tity theory,  that  he's  living  in  a  world 
where  the  really  fundamental  change  j 
is  in  the  money  supply. 

These  criticisms  apply  equally  to  so- 
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rhe  Bridgeport  Machines  story  makes 
a  point  about  something  even  more 
productive  than  machine  tools. 


foday,  machine  tools  made  by  Textron 's  Bridgeport 
)ivision  play  an  important  role  in  factories  around  the 
vorld.  But  it  all  started  in  the  1930s  with  the  skill  and 
letermination  of  two  Swedish  immigrants  who  had  met 
n  Connecticut  and  designed  a  turret  milling  machine, 
"heir  design,  the  Bridgeport  Series  I,  has  become  the 
world's  most  popular  machine  tool,  helping  hundreds 
>f  entrepreneurs  build  businesses  and  create  jobs. 

Stories  like  this  make  an  effective  case  for  private 
mterprise,  as  an  initial  survey  of  viewer  reactions  to 
extron's  current  television  campaign  shows.  Com- 


ments on  the  advertising,  which  includes  commercials 
about  several  other  divisions  of  Textron,  were  over- 
whelmingly favorable.  93%  of  viewers  with  proven  recall 
of  the  campaign  said  the  commercials  were  informa- 
tive. 96%  found  them  believable.  84%  thought  corpora- 
tions should  do  this  kind  of  advertising. 

Viewers  also  had  some  nice  things  to  say  about 
Textron.  Which  goes  to  show  that  making  a  case  for 
Business  can  be  good  business.  For  more  details,  and  a 
copy  of  our  Annual  Report,  write  "Response;'  Textron, 
Providence,  Rhode  Island  02903. 


iilmos  Havasi  left  Hungary  in  1956.  He  But  he  got  a  job,  working  with  one  of  the  After  7  years  he  bought  one,  and  started 

lame  to  America,  where  he  didn't  even  most  versatile  basic  machine  tools  ever  his  own  business— in  his  basement 

beak  the  language.  invented .  .  .  the  Bridgeport  Miller. 


day  he  has  14  Bridgeport  Millers . . .  and  The  two  men  who  created  it  came  from  Since  then,  more  than  200,000  have  been 

o  thriving  companies  The  Bridgeport  Sweden.They  met  in  Connecticut  in  1928,  built,  and  they're  still  an  important  prod- 

ller  itself  grew  out  of  the  same  kind  of  and  spent  ten  years  perfecting  their  idea  uct  at  the  Bridgeport  Division  of  Textron, 
termination 


gether  with  newer  machines,  some  with  And  helped  to  build  hundreds  of  busi-  And  that's  what  we  do  at  every  division  of 

■  imputer  control.  They've  created  nesses.  Turning  ideas  into  practical  real-  Textron, 

ndreds  of  jobs  at  this  Textron  division  ity— that's  what  private  enterprise  is  all 


about. 


Eminence:  Sir  Robert  Boyle  was  the  doyen  of  17th-century  English  science. 
His  law  linking  the  pressure  and  voiume  of  a  gas  may  have  been  the  "picture" 
borrowed  by  economists  to  reason  analogically  about  the  relationship  between 
prices  and  the  quantity  of  money.  Sir  William  Petty,  who  invented  the  concept 
of  money  "velocity" — a  critical  ingredient  of  quantity  theory — wrote 
that  his  own  ideas  were  like  "crumbs  that  fall"  from  Boyle's  table.  Today, 
even  the  formulas  look  alike:  PT=MV  for  prices  and  money;  PV=KT  for  pressure 
and  volume.  But  is  the  economic  world  really  "like"  a  balloon? 


called  Keynesian  economists  and  to  strict 
quantity  theorists.  Basically,  the  differ- 
ence between  the  two  is  that  the 
Keynesians  think  that  the  velocity  of 
money  changes,  as  well  as  the  quantity. 
In  both  cases,  they  accept  PT=MV;  they 
quarrel  only  over  the  relative  elasticity  of 
V.  But  neither.  Keynesian  nor  monetar- 
ist, has  any  basic  quarrel  with  the  con- 
cept of  P.  Neither  doubts  that  some  ap- 
proximation of  "all  prices"  is  possible. 
Neither  suspects  that  the  very  idea  of 
"all  prices"  is  the  villain.  Keynesians  and 
monetarists  alike  call  the  problem  "infla- 
tion." Shared  language  is  shared  theory. 

But  "all  prices"  do  not  exist  from  one 
era  to  another  or  even  one  place  to  an- 
other: There  are  more  costs  bundled  into 
a  restaurant  meal  in  New  York  in  1977 
than  there  were  in  New  York  in  1937 — 
and  more  are  bundled  into  a  restaurant 
meal  fn  New  York  in  1977  than  in  Iowa 
City  in  1977. 

What  is  really  going  on  is  this:  Just  as, 
in  one  swoop,  the  Organization  of  Petro- 
leum Exporting  Countries  puts  up  the 
price  of  oil  for  its  own  benefit,  there  are 
millions  of  little  OPEC-like  acts  going  on 
all  the  time  everywhere.  Workers  de- 
manding four  weeks  paid  vacation  in- 
stead of  three;  bosses  trying  to  recapture 


that  and  a  little  more,  if  possible, 
through  higher  prices;  people  of  every 
stripe  trying  to  pass  their  taxes  on  to  the 
next  fellow.  In  every  case,  people  are 
trying  to  better  their  position,  add  a  few 
frills  that  are  available  for  their  own 
sakes  but  that  raise  the  price  charged  to 
the  customer.  Add  leather  upholstery  to 
a  Chevrolet  and  call  it  a  Cadillac — and 
raise  the  price.  Sweat  through  a  longer 
residency,  hang  up  a  shingle  as  a  neu- 
rologist instead  of  a  general  practitioner, 
and  your  price  goes  up. 

This  is  what  has  been  going  on  by  fits 
and  starts  in  Western  Europe  for  the 
past  1,000  years  covered  by  the  Phelps 
Brown-Hopkins  index.  Of  course  the 
"money  supply"  increased,  first  by  the 
development  of  coins  themselves,  then 
by  the  addition  to  the  game  of  huge 
quantities  of  gold  and  silver,  paper  mon- 
ey, fractional  banking,  credit  cards.  An 
ever-larger  quantity  of  money  was  neces- 
sary to  facilitate  an  ever-larger  web  of 
interdependence,  of  division  of  labor. 
The  money  supply  didn  t  "cause"  the 
interdependence.  It  merely  facilitated  it. 

Alas,  however,  an  economist  doesn  t 
see  it  this  way.  He  sees  only  money  and 
something  he  calls  "all  prices."  He 
doesn't  see  the  frills,  the  evolving  com- 


plexity, the  conflation  of  old  familial 
prices  with  new  ones. 

This,  then,  is  the  answer  to  the  Grea| 
Hamburger  Paradox.  Sure,  we  pay  high 
er  prices.  But  we  get  much  more — or  a| 
least  more  complexity — because  thJ 
economy — the  division  of  labor — hai 
grown.  In  a  very  important  sense,  this  i 
just  the  opposite  of  what  John  Maynan 
Keynes,  with  his  rigid  distinction  be 
tween  taxes  and  prices,  told  us.  N< 
sweat,  boys,  he  said.  The  governmen 
can  divide  labor,  and  dividing  it,  even 
paying  men  to  dig  postholes  and  fill  then 
up  again,  will  smooth  out  your  busim  i 
cycles.  What  he  should  have  added  i% 
Do  it  and  you'll  see  a  degree  of  rising 
prices — conflation — that  you  haven'i 
seen  since  the  16th  century. 

But  we  weren't  prepared,  least  of  all 
conceptually,  for  this  great  metamorplm 
sis  of  the  division  of  labor.  The  Great 
Hamburger  Paradox  vexes  our  econo- 
mists and  causes  them  to  beat  their 
breasts  when  it  should  seem  natural.  An 
economist  would  say:  There  has  been 
quite  a  lot  of  "inflation  since  the  year 
950  A.D.  Which  is  like  saying  that  when 
a  man  switches  from  hamburger  to  prime 
sirloin,  his  cost  of  eating  has  been  "inflat- 
ed." Writes  Milton  Friedman:  "One 
thing  is  clear  from  the  historical  record. 
The  actual  sources  of  monetary  expan- 
sion have  been  very  different  in  different 
times  and  in  different  places.  Hence,  if  a 
theory  of  inflation  is  to  deal  not  with  the 
expansion  of  the  monetary  stock  but  with 
what  brought  it  about,  it  will  be  a  very 
pluralistic  theory,  which  will  have  many 
possible  sources  of  inflation." 

Quite  to  the  contrary,  the  whole  point 
of  this  very  long  article  is  that  all  the 
recorded  instances  of  major  price  rises 
have  a  common  source,  not  a  pluralistic 
one,  in  the  division  of  labor.  These  great 
century-long  periods  of  "price  explosion 
are  the  best  examples.  But  lesser  "infla- 
tions" will  stand  the  test.  The  great  Wei- 
mar hyperinflation  was  induced  by  an 
attempt  by  the  Allies  to  force  Germany 
to  support  their  public  sectors;  it  differed 
from  OPEC  only  in  that  the  Allies  made 
it  a  straight  tax  instead  of  tying  it  to  the 
price  of  a  particular  commodity. 

To  sum  up:  Quantity  theory,  starting, 
I  think,  from  the  image  of  a  balloon  and 
Boyle's  Law,  leads  you  to  look  for  some- 
thing called  "inflation,"  too  much  money 
chasing  too  few  goods,  and  to  ignore  all  I 
the  subtle  and  very  important  relations 
between  old  prices  and  new  prices,  old 
taxes  and  new  taxes  and,  above  all,  taxes 
and  prices.  Indeed,  the  very  question 
implicit  in  quantity  theory — what  makes 
"all  prices '  rise  at  once — is  designed  to 
mislead.  For  if  a  sovereign  starts  clipping 
coins  to  hire  a  few  new  jesters  for  his  j 
court,  it  is  these  very  new  prices — the 
jesters    keep — which  is  fundamentally > 
causing  all  the  old  prices  to  rise.  Youfl 
can't  talk  about  the  world  without  differ- 
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The  man 
who  know 
housing 
knows 

FLINTKOTE. 


So  does  the  man  who  knows  bridgebuilding.  Or  roadbuilding. 

Or  virtually  any  kind  of  building  or  construction. 
And  when  they're  ready  to  start  construction, 
Flintkote  is  as  ready  as  they  are. 

We  have  the  natural  re- 
sources. We  have  the  plant 
efficiency  to  process 
these  resources.  We 
have  the  distribution  net- 
work to  deliver  the  fin- 
ished materials  where 
they're  wanted,  when 
they're  wanted  and  on  a  fully 
competitive  basis.  We  even  have 
energy  resource  protection  if 
there's  another  energy  squeeze. 
These  are  the  fundamentals  of 
the  building  and  construction  materials 
business.  They  are  also  the  fundamentals 
of  success.  ^^^^^ 
Write  for  a  copy  of  our  ^^^^r  ^=m^ 
latest  interim  report. The  Flintkote  FLINTKOTE 
Company,  Washington  Plaza,  1351 


Washington  Blvd..  Stamford.  Ct.  06902. 
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Animation  tells  our  profit  story 
to  the  public  in  a  unique  way 

Scenes  from  the  commercial  showing 
the  profit  Standard  Oil  of  California  earns 
on  every  sales  dollar. 


At  Chevron,  a  lot 
of  things  eat  into 
tvery  sales  dollar 
efore  it  becomes 
profit. 


Acquiring  the  oil 
our  old  friends, 
the  dinosaur  and 
•thers,  left  behind 
takes  a  big  bite. 


Exploring  for 
lore  oil  and  keep- 
ng  that  oil  up  and 
>ming  drills  a  few 
oles  in  our  dollar. 


Transporting  oil 
takes  its  toll,  too. 


Refining  oil  takes 
a  lot  out  of  every 
dollar.  Then  there 
re  the  costs  of  jobs 
and  facilities,  and 
normal  business 
expenses. 


Finally,  Uncle  Sam 
and  others  collect 
their  share. 


What's  left?  About 
4#  profit.  That's 
equal  to  about  P/20 
profit  on  every 
gallon  of  crude  oil 
and  petroleum 
products  we  sold. 


8. 

Part  of  this  went 
back  to  the  thou- 
sands of  Chevron 
shareholders. 


The  rest  was  rein- 
vested back  in  the 
business,  exploring 
for  more  oil,  energy 
research.  And  a 
lot  more. 


10. 

Putting  profits 
back  to  work. 
That,  too,  is  the 
Chevron 


entiating  between  old  and  new  prices. 

Complexity  theory,  on  the  other  hand, 
starting  with  the  image  of  the  restaurant, 
directs  your  attention  to  the  changing 
array  of  goods  and  services,  and  asks, 
"Who  pays?"  Instead  of  the  "inflation  of 
all  prices  there  is  only  the  conflation  of 
old  ones  by  the  diffusion  of  new  ones,  a 
process  that  can  be  carried  out  through 
tampering  with  money  (as  when  the 
Union  issued  greenbacks  to  pay  for  its 
Civil  War  army)  but  which  can  be  car- 
ried out  through  more  direct  forms  of 
taxation  as  well. 

Beyond  doubt,  monetary  aggregates 
are  as  important  as  they  are  interesting. 
The  most  time-honored  way  in  the  world 
for  a  government  to  finance  its  big  plans 
is  to  tamper  with  the  currency.  Mone- 
tary growth  seems  to  be  intricately  tied 
to  the  level  of  business  activity,  and  so  to 
the  business  cycle.  Regulating  the  mon- 
ey supply  must  be  left  to  a  canny  and 
sagacious  man,  unless  we  want  chaos. 

But  it  makes  absolutely  no  sense  to 
invert  the  order  of  causation,  the  way 
monetarists  do.  OPEC  causes  the  money 
supply  to  grow,  not  the  other  way 
around.  To  have  sat  still  at  the  money 
throttle  then  would  have  been  silly,  be- 
cause it  would  have  caused  depression 
and  unrest.  You  might  be  able,  with 
commandos  and  aircraft  carriers,  to  pre- 
vent OPEC  from  redividing  labor  and 
wealth;  you  can't  with  central  bankers. 

Here  is  the  key  to  yet  another  puzzle 
of  the  present  time:  Why  does  conflation 


take  place  so  much  faster  in  some  nations 
than  in  others?  (The  market  basket 
climbed  more  than  fourfold  in  Argentina 
last  .year,  but  it  is  not  getting  more  "com- 
plex.") In  large  part  because  the  diffu- 
sion of  costs  involved  in  increased  s'pend- 
ing  on  government  is  taking  place  faster 
in  some  communities  than  in  others — 
and  without  sufficient  offset  in  produc- 
tion. We  see  this  in  countries  like  Argen- 
tina, Italy  and  Britain.  In  other  coun- 
tries— Japan,  West  Germany,  the 
U.S. — the  explosion  in  spending  on  gov- 
ernment is  moving  more  slowly  and  is 
being  in  part  offset  by  continued  gains 
elsewhere  in  the  economy. 

The  difference  between  complexity 
theory  and  quantity  theory  is  that  com- 
plexity theory  trains  you  to  ask  why 
these  differences  exist.  In  the  balloon 
world  of  quantity  theory,  with  its  push- 
ing and  shifting,  everything  is  always  the 
same.  Too  much  money  is  always  the 
problem.  Keynes'  basic  answer  to  infla- 
tion was  that  it  owed  to  the  "inflated  ego 
of  the  average  man.  He  meant  that, 
working  through  politicians,  this  "ego" 
caused  the  money  supply  to  grow.  A 
typically  snobbish  reply  from  a  smug, 
post- Victorian,  upper-class  Englishman, 
it  fails  to  explain  the  most  striking  eco- 
nomic fact  of  the  past  30  years:  that  an 
inflationary  era  has  also  been  an  era  of 
greatly  improving  living  standards  for 
most  people  in  the  industrial  countries, 
even  in  Italy  and  Britain. 

Complexity  theory  says  that  the  sup- 


ply of  goods  and  services  is  changing, 
growing,  shifting.  Modern  economics 
lives  in  Newton's  clockwork  universe — 
tick-tock,  tick-tock.  Nothing  changes.  It 
is  time  for  it  to  move  on  into  modern 
science's  biodynamic  universe — a  living, 
breathing,  growing,  shrinking,  dying, 
homing  place. 


How  Farrah 
Fawcett-Majors 
Redistributes 
Income 

In  this  dynamic  economic  world,  new 
divisions  of  labor  are  constantly  being 
created,  older  ones  dying  out.  The  bug- 
gywhip-maker  goes,  but  in  his  place, 
there  are  a  hundred  kinds  of  businesses 
making  auto  accessories. 

When  you  get  right  down  to  it,  divi- 
sion of  labor,  specialization,  is  the  great 
fact  of  modern  life.  Every  man  to  his 
specialty  and  every  man  to  a  high  degree 
of  proficiency  in  it;  people  without  a 
specialty,  without  an  economic  profi- 
ciency, are  the  outcasts  of  industrial  soci- 
ety, doomed  to  push  brooms  or  collect 
unemployment  checks.  Sentimentalists 
like  Ernst  Schumacher  may  bemoan  this 
fact,  and  it  may  indeed  contribute  to  so- 
called  alienation.  But  it  also  makes  possi- 


Money  And  Prices?  Or  Taxes  And  Prices? 


A  brilliant  book  by  Oxford  professors  Walter  Eltis  and 
Robert  Bacon,  called  Britain's  Economic  Problem:  Too  Few 
Producers,  has  not  attracted  the  attention  it  deserves. 
Bacon  and  Eltis,  along  with  Canada's  John  Hotson,  were 
the  first  establishment  economists  to  argue  that  taxes  drive 
up  prices  rather  than  lower  them — a  possibility  that  was 
raised  originally  by  Australia's  Colin  Clark  more  than  30 
years  ago. 

This  burgeoning  sea-change  in  economic  thinking  is  so 
new  that  it  hasn't  hit  the  newspapers  yet.  In  fact,  we  are  still 
routinely  informed  that  raising  taxes  is  a  way  to  "fight 
inflation.  Why?  One  reason  is  that  the  pioneering  econo- 
mists haven't  yet  cut  the  ties  that  bind  them  to  the  old 
orthodoxy,  in  which  increasing  taxation  is  believed — in- 
credible as  it  may  seem,  after  40  years  of  taxes  and  prices 
rising  simultaneously — to  drive  prices  down.  The  toughest 
of  these  fetters  are  linguistic. 

This  orthodoxy  is,  of  course,  the  quantity  theory  of 
money.  It  says  that  "inflation"  is  a  matter  of  money  and 
prices,  of  too  much  money  chasing  too  few  goods.  This  is 
the  universally  accepted  vocabulary,  at  least,  of  the  "mone- 
tarists" and  "Keynesians"  alike.  (In  Eltis  and  Bacon's  terms 
economists  are  either  "tinkerers"  or  "structuralists".) 

'  What  is  needed  by  structuralists  like  Bacon  and  Eltis, 
then,  is  an  alternative  to  the  quantity  theory  of  money. 
Such  a  competitor  is  complexity  theory  ,  with  its  new  lan- 
guage. Maybe  economic  Armageddon  will  feature  the 
"monetarists"  versus  the  "complexitarians." 

Instead  of  "inflation"  of  all  prices,  complexity  theory  sees 


the  diffusion  of  new  costs  and  the  conflation  of  old  ones. 
Rather  than  being  a  matter  of  money  and  prices,  complexity 
theory  says  that  rising  consumer  prices  are  a  matter  of  taxes 
and  prices.  But  watch  out.  There's  a  high-falutin  pun  in- 
volved here. 

Taxis:  That  s  the  word  the  Greeks  used  to  describe  a  man- 
made  order,  hierarchically  organized,  governed  by  rules 
and  designed  to  achieve  a  certain  purpose;  in  other  words,  a 
gang,  a  specific  division  of  labor.  Hence  the  plural:  taxes. 

Is  the  problem  with  the  price  of  familiar  items  a  matter  of 
money  and  prices?  Or  is  it  a  matter  of  taxes  (gangs)  and 
prices?  The  word  taxes  in  this  sense  can  cover  a  lot  of 
organizations:  everything  from  OPEC  to  labor  unions,  to 
return-on-investment-trained  managers,  to  ambitious  gov- 
ernments, to  our  highly  paid  athletes  and  their  agents. 
Does  a  free-agent  pitcher's  holdout  for  a  million-dollar 
salary  raise  the  price  of  baseball  tickets?  If  he  gets  the  raise, 
isn't  he  "taxing"  sports  fans?  Or  is  Arthur  Burns  to  blame? 

The  point  is:  Government  is  just  another  of  the  gangs  or 
taxes  that  raise  prices  in  their  efforts  to  get  more  goodies  for 
themselves  or  their  clients.  (The  government  itself  consists 
of  many  taxes:  The  Navy  is  one;  Health,  Education  & 
Welfare  is  yet  another.)  Every  business  and  labor  union  is  a 
"taxis.'  Part  homonym,  part  pun;  possibly  very  useful. 

Why  mess  with  familiar  words?  Well,  advances  in  the  life 
sciences  usually  come  after  scientists  identify  their  funda- 
mental unit  and  develop  an  accounting  system  for  it.  Ecolo- 
gists  have  their  biota,  population  men  their  deme;  historians 
of  the  division  of  labor  mav  need  the  taxis. 
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¥)u  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 


Going  like 

60  at  60!  When  NBC  started 
in  business  51  years  ago,  Forbes 
had  already  been  reporting  the 
news  of  the  business  community 
for  nine  years.  It's  still  reporting 
the  news — with  intelligence  and 
vigor,  and  it  seems  to  be  getting 
better  at  it  with  each  passing 
year.  Life  may  begin  at  40 
but  Forbes  is  still  going  like 

60  at  60! 


NBC 


The  vitality  of  Halliburton 
Company  exemplifies  the 
energy  of  the  private  enterprise 

system  which  is  the  basis  for 
America's  200  years  of  success. 
At  Halliburton  Company, 
85,000  of  us  are  contributing 
to  that  energy. 


If  Americans  ever  allow  the 
private  enterprise  system  to  lose 
its  energy,  any  other  energy 
shortage  won't  really  matter. 

To  bring  your  attention  to  issues  of  public  importance, 
Halliburton  Company  has  launched  a  new  publication,  Comment 
. . .  We  would  be  happy  to  send  you  copies  upon  request. 

G 

HaliBbuPtim  Eampami 

3211  SOUTHLAND  CENTER.  DALLAS,  TEXAS  75201 

Serving  the  Energy  Industries  Worldwide 

Halliburton  Services  Division  •  Brown  &  Root,  Inc. 
Otis  Engineering  Corporation  •  FreightM aster  Division 
Welex  Division  •  IMCO  Services  Division  •  Vernon  Graphics,  Inc. 
Taylor  Diving  &  Salvage  Co.,  Inc.  •  Jackson  Marine  Corporation 
Halliburton  Resource  Management  Division  •  Southwestern  Pipe,  Inc. 
Alaska  Constructors,  Inc.  •  Special  Products  Division  •  Joe  D.  Hughes,  Inc. 
Research  Center,  Inc.  •  Environmental  Control  Division  •  Allied  Industries,  I 

Horn  Construction  Co.,  Inc.  •  Wm.  A.  Smith  Construction  Co.,  Inc. 
Highlands  Insurance  Company  •  Life  Insurance  Company  of  the  Southwest 


,  liven-un 


,  start-up 


turn-over  ^gi. ,  tune-in 


lift-up 


,  amplify 


protect 


even  prolong 


,  and  maybe 


your  life. 


As  you  can  see,  we  do  a  lot.  And  we're  into  a  lot  of 
different  things. 

Most  of  what  we  do,  however,  involves  the  storage 
of  energy. 

In  batteries. 

Batteries  with  names  that  are  household  words: 
Exide®,  Ray-O-Vac®  and  Willard®. 

But  what  you  may  not  be  aware  of  is  the  exhaus- 
tive amount  of  technology  and  research  we  put  into 
batteries  and  related  devices. 

Today,  we're  working  on  solutions  to  tomorrow's 
energy  needs.  In  areas  as  diverse  as  solar  energy  and 
medical  electronics.  Miniaturized  energy  units  for  the 
electronics  industry  and  five-ton  mining  batteries. 


Company 


Molten  salt  batteries  for  large-scale  energy  storage. 
To  name  a  few. 

Bringing  products  like  these  to  the  marketplace 
involves  a  constant  investment  in  energy  research. 
Last  year  we  spent  millions  of  dollars  on  it.  This  year 
we'll  spend  even  more. 

If  you'd  like  to  learn  more  about  our  ideas  in 
energy,  write:  Communications  Department,  ESB  In- 
corporated, 5  Penn  Center  Plaza,  Philadelphia,  PA 
19103.  Or  call:  (215)  972-8000. 

Ideas  in  energy. 

@ 


NORTON  SIMON  INC. 

WE'VE  HAD  THE  MOST 
SUCCESSFUL  YEAR 
XJR  HISTORY. 


Our  annual  report  for  the  fiscal 
ar  ended  June  30, 1977,  describes 
;ord  earnings,  the  growth  of  our 
nsumer  businesses  and  a  major 
quisition— Avis,  Inc.  The  addition  of 
}  Avis  name  to  our  other  well-known 
inds  substantially  expands  the 
mpany's  position  as  an  interna- 
nal  force  in  consumer  marketing. 

Hunt's  tomato  products.  Wesson 
I.  Max  Factor  cosmetics  and  tra- 
inees. Orlane  and  Halston 


McCall's  patterns.  Canada  Dry  soft 
drinks  and  mixers.  Johnnie  Walker 
scotches  and  Tanqueray  gin.  These 
leading  consumer  brands  and  prod- 
ucts have  made  1977  the  most  suc- 
cessful year  in  the  history  of  Norton 
Simon  Inc. 

In  recognition  of  our  record  earn- 
ings and  strong  financial  position,  our 
Board  of  Directors  in  August,  autho- 
rized a  27  percent  increase  in  the 
common  stock  cash  dividend  to  an 


indicated  annual  rate  of  76  cents  per 
share,  the  fifth  consecutive  increase 
in  NSI's  cash  dividend. 

To  learn  more  about  our  per- 
formance and  progress,  write:  Norton 
Simon  Inc.,  Box  R,  277  Park  Avenue, 
New  York,  New  York  10017,  for  a  copy 
of  our  1977  Annual  Report. 


NORTON  SIMON  INC 


review  of  a  restaurant  will  tell  you  a  lot  of 
what  to  expect  of  the  decor,  and  a  quick 
scan  of  a  restaurant's  ambience  will  tell 
you  much  about  what  menu  prices  you 
can  expect. 

Putting  together  a  satisfactory  cost-of- 
living  index  will  be  easy.  In  fact,  the 
Bureau  of  Labor  Statistics  compiles  just 
such  an  index,  called  the  '"family  bud- 
get." They  don't  publicize  it  though,  or 
even  spend  much  money  on  it,  because 
they'd  rather  spend  their  time  collecting 
data  that  fit  neatly  into  the  equations  that 
economists  have  written  for  them. 

It  is  the  measure  of  the  complexity  of 
the  division  of  labor  that  will  be  difficult. 
Such  a  measure  doesn't  exist,  but  it  will 
have  to  be  invented.  There  is  a  great 
deal  at  stake  here,  because  economics 
has  not  much  concerned  itself  with  the 
history  and  the  progression  of  division  of 
labor.  Instead,  economics  describes  it- 
self as  the  study  of  the  allocation  of 
scarce  resources  among  competing 
needs.  It  believes  itself  to  be  a  science  of 
"slicing  the  pie" — when  in  fact  the  most 
interesting  thing  about  its  subject  is  that 
the  pie  seems  to  be  forever  growing  and 


changing  because,  as  much  as  anything, 
of  the  division  of  labor. 

In  a  primitive  society,  studying  the 
division  of  labor  is  easy.  The  unit  is  the 
tribe.  There  is  the  chief,  and  he  tells 
everybody  else  what  to  do.  In  our  com- 
plex society,  we  have  thousands  of  labor- 
dividing  groups:  companies,  nations, 
states,  churches,  battalions,  bureaus, 
teams,  cooperatives,  universities,  frater- 
nal orders.  There  are  big  generic  terms 
to  denote  particular  divisions  of  labor: 
"Class,"  in  the  Marxist  sense,  is  one; 
"sector,"  in  the  modern  sense,  is  an- 
other. But  there  is  no  term  that  applies 
equally  to  all  divisions  of  labor. 

What  is  it  that  all  these  entities  have  in 
common?  It  is  that  each  is  a  man-made 
organization.  Each  is  governed  by  rules. 
Each  is  organized,  however  loosely, 
hierarchically.  Each  is  designed  to  ac- 
complish some  purpose.  Each  requires, 
in  some  degree,  the  support  of  other 
men  to  achieve  that  purpose.  (For  a  ten- 
tative name,  see  box,  p.  224.) 

An  army  fits  this  definition  then,  from 
commander  to  the  lowest  private — but 
so  does  a  company,  from  president  to 
janitor.  A  U.S.  government  bureaucracy 
fits  it — and  so  does  a  Soviet  ministry. 

Of  even  single  one  of  these  groups  it 
can  be  said  that,  at  base,  its  existence 
rests  on  an  income-redistribution 
scheme.  General  Motors  is  an  income- 
redistribution  scheme:  It  takes  from  cus- 


tomers and  gives  to  employees,  share- 
holders and  the  government.  Social  Se- 
curity is  an  income-redistribution 
scheme:  It  takes  from  workers  and  gives 
to  retired  persons.  A  university  is  one,  as 
is  any  army,  or  any  R&D  team.  Even 
Farrah  Fawcett- Majors  is  an  income-re- 
distribution scheme:  Think  of  the  jobs 
she  creates — agents,  producers,  poster- 
makers  and  writers  like  me. 

When  you  look  at  things  this  way,  the 
line  between  a  tax — what  the  Feds 
charge  you — and  a  profit— what  the  cor- 
porations charge  you  above  their  direct 
costs — is  mighty  hard  to  draw. 

Ah,  but  you  say:  Taxes  are  collected 
for  everybody's  benefit,  whereas  profits 
go  to  the  relatively  few.  That's  wrong. 
Dead  wrong.  It  is  one  of  the  great  mis- 
conceptions of  our  time.  Where  did  the 
U.S.  get  its  superb  industrial  plant  and 
equipment?  Not  from  the  government. 
It  got  it  from  the  plowed-back  profits  of 
generations  of  industrialists  and  industri- 
al corporations.  Do  only  the  heirs  of  the 
industrialists  profit  from  all  this  invest- 
ment? The  idea  is  ridiculous.  To  think  of 
taxes  as  beneficent  and  profits  as  a  ripoff 


is  to  refuse  to  look  at  the  real  world.  Both 
profits  and  taxes  divide  labor. 

Government  does  so  by  taking  money 
from  people  and  using  it  to  create  new 
civil  service  jobs  and  new  classes  of 
beneficiaries — the  poor,  the  mentally  re- 
tarded, the  aged.  Corporations  divide 
labor  by  taking  money  from  people  in 
the  form  of  profits  and  using  some  of  it  to 
expand  and  thus  create  jobs  in  capital- 
goods  industries,  using  some  to  pay  divi- 
dends that  give  the  shareholders  power 
to  divide  labor.  With  their  dividend  in- 
comes, the  shareholders  may  choose  to 
create  jobs  in  the  tourist  industry  or  to 
create  jobs  in  the  homebuilding  indus- 
try, for  example. 

To  sum  up,  the  most  interesting  thing 
about  an  economy  is  the  way  labor  is 
divided  in  it.  In  a  backward  African  na- 
tion there  is  relatively  little  division  of 
labor;  most  people  are  cultivators,  there 
are  very  few  doctors  and  lawyers  and 
industrial  workers.  Even  among  relative- 
ly advanced  nations,  there  are  significant 
differences:  Japan  has  relatively  few  law- 
yers; Argentina  has  a  huge  part  of  the 
population  employed  on  the  railroads; 
India,  which,  has  relatively  few  industri- 
al workers,  has  a  vast  bureaucracy. 

Needed:  a  way  to  measure  and  map 
the  division  of  labor  and  the  changes  in 
it.  Someday,  someone  will  figure  it  out. 
It  will  tell  us  more  about  the  economy 
than  economics  today  possibly  can. 


In  Defense 
Of  Coyotes 

If  you  have  read  this  far,  you  may  well 
be  muttering:  What  is  this  writer  trying) 
to  say?  That  inflation  is  good  for  us?  That 
we  should  sit  back  and  enjoy  it? 

No.  Constantly  rising  prices  are  noti 
good  for  us.  But  in  the  past  they  havel 
usually  preceded  or  accompanied  tre- 
mendous leaps  forward  in  the  economic 
and  social  conditions  of  .mankind. 

The  dire  consequences  of  runawayl 
prices  are  very  well  documented — Wei-i 
mar  Germany,  Argentina  and  the  be- 
ginnings of  violence  in  present-day 
Britain,  once  the  most  orderly  of  na- 
tions. In  an  age  that  purports  to  care 
about  people  and  is  unwilling  to  sacri- 
fice human  beings  to  someone  s  idea  of 
"progress,  it  is  certainly  necessary  to 
prevent  runaway  rising  prices.  We 
therefore  need  the  economists  and  we 
ought  to  listen  to  them  when  they  tell 
us  that  government  deficits  or  too-fast 
expansion  of  money  supply  is  danger- 
ous. But  we  also  need  the  vision  to 
look  deeper  and  to  understand  the 
meaning  of  what  is  happening  We 
should  understand  that  the  tendency  to 
what  people  label  "inflation"  has  almost 
always  been  a  symptom  of  a  world  that 
is  making  a  painful  but  hopeful 
transition. 

A  transition  toward  what?  In  this 
case,  most  probably  toward  an  era  that 
has  already  arrived  in  the  industrialized 
world,  where  the  common  man  counts 
and  lives  a  decent  life.  This  transforma- 
tion demands  tremendous  changes  in 
the  division  of  labor — fewer  farmers, 
fewer  servants,  more  doctors,  business- 
men, managers,  teachers,  scientists. 
We  are  seeing  an  explosion  in  the  divi- 
sion of  labor  equivalent  to  those  that 
took  place  during  the  other  great  eco- 
nomic metamorphoses  of  history  .  That 
it  is  accompanied  by  rising  prices  all1 
over  the  world,  although  in  different 
degrees,  is  hardly  surprising. 

What  is  needed  to  cope  with  this 
transformation  is  a  kind  of  fiscal  ecology 
that  is  neither  of  the  "right"  nor  of  the 
"left,"  that  recognizes  the  interdepen- 
dence of  every  element  in  an  economy. 
Thus  on  Restaurant  Earth  the  menu 
prices  do  not  depend  just  on  the  size  of 
the  steak  but  on  the  quality  of  the  china, 
the  quality  of  the  service  and  upon  the 
costliness  of  the  decor. 

Division  of  labor  simply  cannot  exist 
without  interdependence:  No  one  could 
practice  much  law  if  he  had  to  raise  the 
food  needed  to  feed  his  family  at  the 
same  time  and  spin  the  cloth  they  need- 
ed to  clothe  themselves.  Adam  Smith's 
famous  pin  factory  couldn't  exist  unless 


.  .  To  think  of  taxes  as  beneficent  and  profits 
as  a  ripoff  is  to  refuse  to  look  at  the  real  world. 
Both  profits  and  taxes  divide  labor  .  .  ." 
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Capital  means  jobs. 
4nd  a  lot  more. 


New  capital,  through 
vestments,  increases  the  productivity 
American  industry,  leading  to  the 
iployment  of  thousands  of  people. 
;neration  of  electricity,  the  building  of 
:tories,  housing,  airports,  port  facili- 
is,  roads,  schools,  hospitals  and 
'untless  other  vital  projects  are  made 
issible  by  it. 

As  one  of  the  world's  major 
yestment  banking  firms,  Blyth 
stman  Dillon  is  instrumental  in  rais- 
l  bi  1 1  ions  of  dol  lars  of  capital  benef  it- 
?  the  nation  as  a  whole. 

During  the  first  six  months  of 
77,  we  raised  a  record  $10.08  billion 
public  and  private  financings,  consis- 
igof  168  public  offerings  that  raised 
;.595  billion  for  industrial,  banking 
d  financial  companies,  utilities, 
blic  authorities  and  municipalities, 
ivate  placements  came  to  an  addi- 
>nal  $1,486  billion. 

Implicit  in  these  figures  isfinan- 
il  leadership:  the  innovation  and 
sative  ideas  of  Blyth  Eastman  Dillon 
ofessionals  working  together  which 
3de  many  financings  possible.  Cre- 
ve  thinking  involving  projects  like 
irt  facilities  for  the  Alaska  pipeline 
Iped  us  maintain  our  position  as 
mber  one  in  municipal  revenue  bond 
;ues  through  May  of  this  year,  the 
est  reporting  period  available. 

Our  financial  position  places  us 
nong  the  top  firms  in  capital  strength. 

We  can  put  it  to  work  for  you. 


How  much  is  $10.08  billion? 


It  is  the  amount  of  capital  raised  by  Blyth  Eastman  Dillon  in  the  first  six  months  of  this  year  Earh  dollar  sign 
representsone  billion  dollars. 


iHili  ill  2 


Based  on  the  proportion  of  capital  to  labor  in  the  U.S.,  this  amount  of  money,  invested  in  businesses,  would 
produce  495,838  jobs.  Each  figure  represents  50,000  workers. 
Source:  Bureau  of  Labor  Statistics 


If  invested  totally  in  electric  utilities,  $10.08  billion  would  generate  380.37  billion  kilowatt-hours  of  electricity, 
enough  to  provide  power  for  the  entire  United  States  for  67.9  days.  Each  figure  represents  50  billion  kilowatt- 
hours  of  electricity. 
Source:  Edison  Electric  Institute 


Put  into  hospitals,  $10  08  billion,  would  increase  the  number  of  hospital  beds  in  the  nation  by  363,114— an 
addition  of  over  24%.  Each  figure  represents  40,000  hospital  beds. 
Source:  American  Hospital  Association 


mam  Buy  SMI I 

Based  on  the  average  cost  of  a  new  home  in  June,  1977,  including  land  and  financing,  $10.08  billion  would 
build  198,147  new  single-family  dwellings.  Each  figure  represents  20,000  homes. 
Source:  National  Association  of  Homebuilders 


If  used  to  fund  public  education,  $10.08  billion  would  put  7,225,805  children  through  one  year  of  public 
school.  Each  figure  represents  one  million  children. 
Source:  Wall  Street  Journal 


Blyth  Eastman  Dillon  &  Co. 


Incorporated 


AMFAC.  INC 

700  BISHOP  STREET 


PO  BOX  3230 
HONOLULU,  HAWAII  96801 

HENRY  A  WALKER.  JR 

Chairman  and 

Chief  Executive  Officer 

September  1,  1977 

Mr.  Malcolm  S.  Forbes 
President 
Forbes  Magazine 
Forbes  Building 
60  Fifth  Avenue 
New  York,  NY  10011 

Dear  Malcolm: 

Congratulations  on  the  60th  anniversary  of  Forbes.  It  provides  a  natural 
opportunity  to  comment  on  a  problem  shared  by  most  of  your  readers  and  advertisers, 
namely  the  growing  anti-business  feeling  in  this  country. 

Business— particularly  big  business— has  become  the  scapegoat  for  more  ills 
than  it  could  possibly  create.  A  recent  Harris  Survey  found  that  two-thirds  of  the 
American  people  favor  "breaking  up  big  things  and  getting  back  to  more  humanized 
living'.' 

I  submit  that  while  fear  of  bigness  may  be  natural,  no  reasonable  person  can 
realistically  consider  dismantling  the  large  business  organizations  because  their 
existence  is  the  precondition  for  too  many  benefits. 

Some  time  back,  the  dean  of  a  business  school  wrote: 

"Many  who  most  vocally  attack  some  of  the  unpleasant  features  of  our  modern 
industrial  society  seem  to  have  no  conception  of  the  ignorance,  poverty,  misery  and 
squalor  that  was  the  lot  of  mankind  in  the  recent  past'' 

Yet  we  still  hear  cries  for  government  to  take  over,  even  though  government's 
track  record  abounds  with  short-term  solutions  for  long-term  problems. 

Sure,  business  people  have  made  mistakes,  as  have  all  other  segments  of  society, 
most  notably  politicians.  Our  biggest  mistake  probably  has  been  our  reluctance  to 
speak  out,  to  go  on  record,  to  support  publicly  the  preponderance  of  good  things  that 
business  accomplishes. 

Some  companies,  including  Amfac,  now  are  making  an  effort  to  communicate 
with  all  segments  of  the  community.  We  all  share  this  responsibility,  so  let's  do 
something  about  it.  Let's  start  talking  about  what  business  really  has  done 
for  this  country. 

Sincerely, 


Henry  A\Walker,  Jr. 


Burning  high  sulfur  coal  cleanly: 
it's  a  hot  subject  at  Exxon. 


The  fiery  column  next  to 
Exxon  research  engineer 
Rene  Bertrand  holds  the  kind  of 
coal  that  could  add  pollution  to 
the  air  we  breathe.  But  the  coal 
here  is  being  burned  in  a  new, 
cleaner  way  called  "fluidized 
bed  combustion."  In  this  process, 
crushed  coal  is  burned  in  a  bed 
of  limestone  granules  while 
a  stream  of  air  is  injected  into 
the  mixture.  The  air  causes  the 
powdered  solids  to  behave  like 
fluids  so  they  can  be  moved 
through  the  process.  Most  of  the 
sulfur  gases  that  are  released  as 
the  coal  is  burned  react  with  the 
limestone  and  do  not  escape  into 
the  atmosphere.  Later  the  sulfur 
can  be  recovered  for  use  as  a 
chemical  raw  material. 

Exxon's  research  affiliate 
built  and  is  operating  a  pilot  plant 
for  the  U.S.  Government 
to  demonstrate  the  fluidized  bed 
combustion  process.  Exxon  is 
one  of  several  firms  involved  in  a 
national  program  aimed  at 
developing  this  cleaner  way  to 
burn  high  sulfur  coal. 

We  expect  the  process  will 
someday  help  electric  utilities 
and  industrial  firms  make  greater 
use  of  America's  huge  reserves 
of  high  sulfur  coal. 

Exxon  pioneered  the 
development  of  fluidized  bed 
technology  for  refining  gasoline 
and  other  fuels.  Applying  it  in  this 
new  way  to  help  satisfy  our 
nation's  energy  needs  is  a  good 
example  of  how  experience 
in  one  form  of  energy  can  pay 
off  in  another. 


Respectable?  Karl  Marx  fogged  his  basic  vision  with  more  nonsense 
than  any  thinker  since  Johannes  Kepler,  who  argued  that  his  planetary  laws 
vindicated  his  sun-worship.  Like  Kepler,  though,  Marx  seems  to  have  had 
something.  If  you  think  society  is  more  like  an  ecosystem  than  a  solar  system, 
you're  a  Marxist!  Someday  it  will  be  no  more  daring  than  being  a  Keplerian. 


there  were  ironmakers  to  provide  the 
iron,  merchants  to  stock  and  sell  the 
output  and  farmers  to  provide  the  food  to 
feed  the  pinmakers,  merchants  and  iron- 
mongers. The  greater  the  division  of  la- 
bor, the  greater  the  proficiency  of  the 
specialists,  the  greater  the  interdepen- 
dence among  them. 

Hence  the  need  for  an  economic  ecol- 
ogy, an  appreciation  of  this  interdepen- 
dence and  a  respect  for  the  various  parts. 
What  happens,  for  example,  if  you  at- 
tempt a  wholesale  overhaul  of  the  tax 
laws,  laws  that  have  grown  up  over  de- 
cades in  response  to  pressures  and  coun- 
terpressures?  Suppose  you  decide  to 
outlaw  the  deductible  "three-martini 
lunch."  Do  you  achieve  equity?  Is  it 
"equity  to  throw  out  of  work  tens  of 
thousands  of  unskilled  and  low-skilled 
workers  who  now  earn  a  living  in  luxury 
restaurants  supported  largely  by  ex- 
pense-account business?  Does  it  achieve 
"equity  if  you  do  away  with  the  capital- 
gains  tax  and  discourage  investment  that 
might  provide  good  jobs  for  upwardly 
mobile  blacks?  These  are  merely  obvious 
interrelationships.  There  are  thousands 
more  that  are  so  subtle  it  is  impossible  to 
program  any  computer  to  trace  them. 

In  short,  we  must  remember  that 
taxes — almost  as  much  as  the  market — 
are  a  major  instrument  for  dividing  and 
redividing  labor. 

Consider  this:  The  last  thing  the  origi- 
nal advocates  of  a  corporate  income  tax 
had  in  mind  was  to  encourage  the  adver- 
tising and  public  relations  businesses, 
but  that  is  precisely  what  they  did.  Once 
these  activities  became  tax-deductible 
expenses,  they  mushroomed.  Whole 
new  divisions  of  labor  appeared:  account 
executives,  copywriters  and,  eventually, 
TV  entertainers.  Unforeseen?  Of  course. 
But  that  is  the  nature  of  the  world  we 
live  in. 

Fiscal  ecology  would  tell  us  to  go  easy 
on  extreme  Keynesian  or  Friedmanite 
prescriptions.  The  Keynesian  answer  to 
inflation  is  usually:  Raise  taxes  to  wipe 
out  the  federal  deficit.  But  when  you 
raise  taxes,  you  increase  the  pressure  for 
wage  boosts  and  may  in  the  end  defeat 
your  own  purpose.  A  Friedmanite  would 
say:  Hold  the  money  supply  steady  so 
that  it  grows  only  as  fast  as  the  supply  of 
goods  and  services.  But  what  if  so  doing 
sets  up  impossible  pressures  from  people 
who  want  both  increased  social  spending 
and  lower  taxes?  Sometimes  a  little  infla- 
tion is  better  than  riots. 

All  this  suggests  that  radical  interven- 
tionism,  whether  it  be  to  eliminate  infla- 
tion or  inequality  or  poverty,  is  danger- 
ous to  the  environment  and  sometimes 
to  the  very  ends  you  are  seeking. 

Strange  that  so  many  rabid  environ- 
mentalists are  economic  interventionists! 
They  agree  that  you  cannot  eliminate  the 
predators — wolves,  coyotes,  big  cats — 
because  they  are  needed  to  keep  the 


deer  population  down.  But  the  same 
person  would  like  to  do  away  with  eco- 
nomic species  of  which  he  does  not  ap- 
prove and  overprotect  those  of  which  he 
does  approve.  Such  people  should  read 
in  this  issue  Robert  Flaherty's  thumbnail 
biographies  of  the  great  businessmen. 
Many  of  these  businessmen  weren't  very 
nice,  but  they  left  behind  a  legacy  of 
buildings,  factories  and  technological 
change  that  benefit  most  of  us  today. 

Every  environmentalist  knows  what 
happened  on,  say,  the  Kaibab  Mesa  of 
Arizona  when  local  citizens  set  out  to  get 
rid  of  local  predators  to  save  the  deer. 

The  locals  slaughtered  predators 
wherever  they  found  them.  As  a  result, 
deer  multiplied  far  past  the  capacity  of 
the  region  to  supply  them  with  food. 


Consequently,  thousands  upon  thou- 
sands of  deer  starved  to  death,  and  the 
population  was  reduced  to  a  fraction  of 
what  it  had  been  with  the  predators.  The 
point"  is  that,  despite  the  best  of  inten- 
tions, the  Arizonans  wound  up  doing  far 
more  harm  than  good.  This  is  not  to 
argue  for  allowing  society  to  become  a 
jungle  again,  but  to  urge  caution  on 
those  who  would  hamper  any  industry, 
abridge  any  freedom,  in  order  to  manip- 
ulate society  into  a  shape  to  their  liking. 
As  though  business  predators  were  more 
harmful  than  academic  and  intellectual 
ones,  the  former  being  rather  tightly 
regulated,  the  latter  not  at  all! 

If  anyone  should  be  thinking  about  all 
this,  it  is  the  men  who  are  running  the 
countries  of  the  Third  World.  With  one 
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There's  a  good  way  to 
be  sure  employees 
are  getting  the  most 

out  of  a  Savings- 
Investment  Plan. 

Talk  with  Metropolitan 


At  Metropolitan,  we  have  a  quiet  but  unshakable  belief  that  we're  better 
than  anybody  in  setting  up  tax-qualified  Employee  Savings-Investment  plans 
(and  profit  snaring  plans),  and  in  managing  the  funds  involved. 

It's  not  just  the  dependability  of  a  Metropolitan  contract— such  as  a  guaran- 
teed rate  of  return,  or  the  guarantee  of  principal  for  each  participant,  or  the 
guaranteed  participation  in  any  excess  earnings. 

Nor  is  it  just  those  advantages  plus  the  flexibility  features  you  get  with  a 
Metropolitan  Life  contract,  such  as  our  annuity  options  (with  Federal  estate  tax 
advantages  available).  Or  the  clear-cut  cancellation  options. 

When  you  factor  in  Metropolitan's  dual-investment  expertise— in  both  fixed 
income  and  equity  investment  performance— and  top  it  off  with  our  administra- 
tive capability  and  pluses  like  ERISA  assistance,  even  then  it's  not  the 
whole  story. 

The  big  reason  we  think  Metropolitan  will  do  a  better  job  for  you  is  that  we 
are  really  committed  to  leadership  in  this  field.  So  we  have  to  outperform  the 
other  people. 

All  we  ask  is  a  chance  to  show  you  what  we  can  do  to  give  employees  a 
better,  more  flexible  Savings-Investment  plan. 

If  you  wish,  we'll  gladly  furnish  you  detailed  information  on  available 
contracts,  applicable  interest  rates  and  Metropolitan's  financial  statements  for 
the  past  two  years.  Just  write  to  James  B.  Weil,  Metropolitan,  One  Madison 
Avenue,  New  York,  N.Y.  10010. 

Metropolitan.  If  you  haven't  seen  our  proposal,  maybe  you've  missed  the 
best  one. 


What  have  we  done? 
Where  are  we  going? 


ne  hundred  years  ago  the  American 
igle  filled  the  skies.  A  glorious  winged 
rmbol  of  our  highest  standards:  Pride. 
Dnor.  Honesty. 

Today  a  pathetic  handful  linger 
^sperately  on  the  brink  of  extinction, 
id  what  of  the  standards?  Are  they 
idangered,  too? 

At  Whirlpool  we  believe  these  stan- 
irds,  and  what  they  mean  to  all  of  us, 
e  too  important  to  forget. 

We  start  with  pride.  Over  the  years 
3've  found  there  are  no  short  cuts, 
aking  an  appliance  the  right  way 
quires  only  the  best:  In  workmanship, 
aterials  and  design.  We  couldn't  put 
jr  name  on  anything  less. 

Of  course,  after  the  appliance  is 
>ld  comes  the  real  test.  We're  in  busi- 
es to  make  a  profit.  But  we  believe 
ofit  without  honor  or  honesty  is  of  no 
tlue  to  us,  or  anyone  else.  And  so,  we 
sveloped  several  programs  to  help 
jr  customers  after  the  sale  is  made. 


Our  warranty,  for  instance.  It's  writ- 
ten clearly.  So  clearly  that  it  creates 
confidence.  We  happen  to  think  that's 
exactly  what  a  warranty  should  do. 

We  have  a  toll  free  telephone  ser- 
vice called  Cool-Line®  service.  We're 
very  proud  of  it.  It's  helped  many  people 
over  the  years.  And  it  can  help  you.  Just 
try  it:  (800)  253-1301.  In  Michigan:  (800) 
632-2243. 

We  have  a  nationwide  franchised 
service  organization  called  Tech-Care® 
service.  It's  made  up  of  repairmen  who 
have  been  trained  for  years  to  do  one 
thing:  Help  you,  whenever  you  need 
them.  They're  in  the  Yellow  Pages. 

We've  developed  these  services 
and  more  like  them  for  one  reason:  At 
Whirlpool  we  believe  a  company,  no 
matter  how  large,  should  never  be- 
come bigger  than  the  smallest  need  of 
any  one  of  its  customers.  It's  a  mat- 
ter of  standards  with  us.  And  if  we  ever 
forget  them  we  want  you  to  let  us  know. 


Whirlpool 

A  CORPORATION 


We've  been  saving  energy 
since  before  there  was  Forbes. 


Honeywell  introduced 
the  first  clock  thermostat  in 
1 906.  It  offered  people  a 
way  to  save  energy- a  novel 
idea  at  the  time- by 
automatically  reducing  in- 
door temperatures  at  night. 

Of  course,  way  back  in 
1906,  few  people  could 
imagine  how  valuable 
energy  would  become  in 
1977.  And  fewer  still  could 


imagine  the  many  ways- 
Honeywell  would  be  control- 
ling, and  even  helping  to 
develop,  energy  sources. 

Today,  we  offer  computer- 
ized systems  that  can 
automatically  save  1 5%  to 
30%  of  a  building's  energy 
bill.  With  no  loss  in  comfort. 
We  make  a  computerized 
sonar  system  that  will  hold 
an  oil  drilling  ship  in  position 
over  waters  too  deep  and 
too  rough  for  conventional 
anchoring  systems.  We're 
developing  several  different 

Honeywell 


ways  to  harness  the  sun's 
nearly  endless  supply  of 
energy.  And  of  course,  were 
still  making  thermostats. 

The  more  valuable  energy 
becomes,  the  more  we  learn 
about  how  to  control  its  use. 

For  more  information 
about  Honeywell  energy 
management  systems,  write 
Honeywell,  attention 
MN  12-2118,  Honeywell 
Plaza,  Minneapolis,  MN 
55408. 


oodbye  To  All  That:  Celestial  mechanics  was  the  model 
dam  Smith  took  to  explain  the  working  of  the  economic 
oriel.  Newton's  Law  of  Universal  Gravity  is  the  key  to  under- 
anding  the  equilibrium  of  this  galaxy.  But  Adam  Smith's 
)nnecting  principle — that  the  division  of  labor  is  limited  by 


the  market,  where  supply  and  demand  maintain  equilibrium — 
is  actively  misleading.  The  division  of  labor  is  the  proper  study 
of  mankind,  all  right.  But  you  can't  study  markets  without 
studying  states,  nor  prices  without  taxes.  Alas,  human  affairs 
rarely  resemble  the  stately  progress  of  the  planets. 


ind,  they  blame  all  their  troubles  on 
le  so-called  neo-imperialists,  who,  they 
iy,  are  ripping  them  off  with  low  prices 
r  copper  and  other  exports.  On  the 
her  hand,  they  waste  what  resources 
ley  do  have  in  expanding  their  public 
actors  and  bureaucracies  while  repress- 
g  the  more  productive  private  sector, 
hey  are  dividing  labor  very  fast,  but 
ividing  it  in  a  lopsided  way.  And  when  a 
ultinational  company  comes  along  and 
vides  labor  in  a  productive  way — creat- 
g  managers,  skilled  workers — it  is  ex- 
)riated  as  an  exploiter. 
This  is  not  a  call  for  mindless  conserva- 
sm,  such  as  we  expect  in  the  environ- 
ental  arena  from  Barry  Commoner.  To 
jserve  that  everything  is  connected  is 
)t  to  conclude  that  the  best  policy  is  to 
sturb  nothing— in  the  economic  world 
iy  more  than  in  the  natural  world.  Just 


as  we  must  build  nuclear  power  plants, 
so  we  must  enact  social  legislation  de- 
signed to  ameliorate  the  lot  of  the  poor. 
But  do  it  slowly  and  carefully,  not  arro- 
gantly; and  do  it  with  a  sense  that  our 
actions  will  have  unforeseen  conse- 
quences far  removed  in  time. 

The  Newtonian  schemes  of  economics 
lead  us  to  believe  that,  as  with  a  clock, 
you  can  do  "one  thing  at  a  time"  to  our 
economy:  reform  taxes,  or  fight  inflation, 
or  help  the  poor.  You  can't. 

Indeed,  you  have  a  difficult  enough 
time  even  describing  a  modern  economy 
with  any  precision.  A  team  of  ecologists 
has  been  working  for  several  years  to 
build  a  computer  model  of  the  simplest 
ecosystem  they  can  find,  an  Antarctic 
lake  with  only  80  species.  They  haven't 
succeeded. 

Yet  our  economists,  and  our  politicians 


too,  blithely  go  about  making  the  greatest 
imaginable  changes  on  the  basis  of  their 
ludicrously  simple  computer  models, 
which  no  more  serve  as  an  accurate  guide 
to  corrective  action  than  a  five-year-old  s 
drawing  of  a  man's  head  serves  to  tell  a 
brain  surgeon  where  to  operate. 

To  put  it  simply:  As  economics  ad- 
vances, you  have  a  right  to  expect  that 
the  same  people  who  recognize  that 
Lake  Erie  is  a  natural  resource  of  im- 
mense value  and  delicacy,  and  who  wor- 
ry about  its  eutrophication — its  death  by- 
algae — will  come  more  and  more  to  rec- 
ognize, say,  the  equity  markets  as  a  re- 
source of  comparable  value  and  delicac) 
and  so  move  more  and  more  to  [ 
economic  resources  with  the  same  cue 
they  now  lavish  on  natural  ones.  And 
while  you  curb  the  economy  s  predators, 
you  don't  slaughter  them.  ■ 


Why  did 

his  company  rani 
302nd  in  sales, 
90th  in  profit, 

and  36th  in  total 
10-year  return? 

JOY  knows  what  the  world  needs. 


JOY  knows  coal  mining  ...  oil  and  gas  pro- 
duction . . .  ore  processing  ...  air  pollution 
control  equipment . . .  and  industrial  equip- 
ment. We  know  what  the  world  needs,  and 
we've  invested  in 
those  needs  the 
world  over. 

JOY  also  knows 
about  making 
investments  profit- 
able. That's  why  our 
shareholders  have 
done  so  well  for  the 
past  ten  years. 


Their  average  total  return  has  been  almost 
18%  a  year.  Only  four  of  the  hundred  largest 
U.S.  industrial  companies  returned  more. 
JOY  plans  to  do  even  better.  Today 

we're  36th  in  total 
ten-year  return. 
But  we  don't  intend 
to  stay  there.  JOY 
is  growing  more 
than  ever.  Because 
now,  more  than 
ever,  the  world 
needs  more  of  what 
JOY  makes. 


<% 


Industrial  equipment 


Pollution  control  equipment 


Coal  mining  equipment 


JOY  Manufacturing  Company,  Henry  W.  Oliver  Building,  Pittsburgh,  Pennsylvania  15222 
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Since  financial  performance  interests  you...  1 

Consider  the  Crouse-Hinds  recon 
of  continuing,  profitable  growth 

The  charts  below  substantiate  that  Crouse-Hinds  is  one  of  the  growth  leaders  in  the  electrical 
manufacturing  industry.  We  insist  on  quality,  service,  cost-effectiveness,  safety,  and  on-time  delivery. 
We  practice  what  we  preach,  as  demonstrated  by  sustained,  record-setting  performance  (in  measures 
that  count)  over  the  years.  If  you  would  like  more  information,  write:  Director  of  Investor  Relations, 
Crouse-Hinds  Company,  P.O.  Box  4999,  Syracuse,  N.Y.  13221. 
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The  Crouse-Hinds  family  of  products: 

•  Cable  and  conduit  fittings  •  Apparatus — circuit  breakers,  switches,  starters, 
other  control  devices  •  Enclosures  •  Plugs  and  receptacles  •  Industrial  lighting 
products  •  Outdoor  area  lighting  •  Aviation  ground  lighting  •  Traffic  control 
products  •  Wiring  devices  •  Industrial  control  products  •  Distribution  equipment 
products  •  Secondary  electrical  distribution  assemblies. 


CROUSE-HINDS 

P.O  Box  4999 
Syracuse.  New  York  13221 


.  Industries  Reports... 

*cond  quarter  sales  and  earnings. 


'his  report  is  a  part  of  our  pro- 
im  to  keep  you  informed  of  what 
lappening  at  NL  Industries.  We 
publishing  these  reports  each 
arter. 

f  you  would  like  additional  in- 
nation,  please  contact  us. 


O.djL/ 


Ray  C.  Adam 
Chairman  and 
Chief  Executive  Officer 


ndustries,  Inc.  reported  an  im- 
lent  in  second  quarter  earnings 
e  winter-depressed  first  quarter, 
gh  the  second  quarter  earnings 
:ill  below  1976,  earnings  for  the 
)77  should  be  better  than  1976 
id  no  further  deterioration  oc- 
European  chemical  prices. 


Net  income  for  the  second  quarter 
amounted  to  $18,498,000,  or  57  cents 
a  share.  This  compared  with  net  income 
of  $20,705,000,  or  62  cents  a  share,  for 
the  second  quarter  of  1976.  The  1976 
figures  have  been  restated,  reflecting 
the  merger  of  The  Rucker  Company  on 
a  pooling  of  interests  basis.  The  merger 
was  completed  in  January  1977. 

Consolidated  sales  for  the  second 
quarter  amounted  to  $408,505,000,  up 
8%  from  restated  sales  of  $379, 1 57,000 
for  the  second  quarter  of  1976. 

Petroleum  Services 
Gain  Significantly 

The  Petroleum  Services  Group  per- 
formance improved  significantly  in  the 
quarter  from  the  prior  year.  Drilling 
fluids  and  other  services  have  been 
strong  all  year  and  the  equipment  sec- 
tor continues  to  improve  despite  de- 
clines, which  were  expected,  for  off- 
shore drilling  equipment. 

The  Metals  Group  achieved  a  moder- 


ns and  Earnings  (unaudited) 

ousands,  except  Per  Share) 


For  the  three  months 
ended  June  30 


For  the  six  months 
ended  June  30 
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ision  for  taxes  on  income 
come  from  continuing 
operations 

ontinued  operation: 
>ss  on  disposal  of 
Lake  View  Trust  and 
Savings  Bank 
(less  applicable  income 
taxes) 

Net  income 

me  per  share  of 
immon  stock  (Note): 

Primary 
Fully  diluted 

j:  1977  income  per  share  of  common  stock  is  based  on  the  weighted  average 
ber  of  shares  of  common  stock  and  common  stock  equivalents  (which  were  not 
ive)  outstanding.  In  January  1977,  all  outstanding  convertible  debt  was  con- 
3d  to  common  stock.  Fully  diluted  income  per  share  of  common  stock  for  1976 
wn  above)  is  slightly  less  than,  but  approximates,  the  per  share  earnings 
iming  conversion  of  convertible  debt  as  of  the  beginning  of  the  year. 


ate  increase  in  sales  and  earnings.  The 
replacement  battery  market  contributed 
to  the  continuing  good  demand  for  me- 
tallic lead  and  lead  oxide. 

The  Chemicals  Group  showed  a  de- 
cline in  earnings  for  the  quarter  even 
though  the  Industrial  Chemicals  Divi- 
sion improved  its  performance  in  both 
sales  and  earnings.  The  Titanium  Pig- 
ment operations  were  adversely  im- 
pacted by  pricing  pressures  in  Europe 
and  low  production  at  one  of  the  U.S. 
plants,  which  after  being  affected  by  a 
strike  lasting  nearly  a  year  did  not  oper- 
ate until  very  late  in  the  second  quarter. 

Following  the  completion  of  a  major 
modification  program,  NL's  Great  Salt 
Lake  magnesium  plant  resumed  opera- 
tions during  the  first  quarter.  Losses  of 
12  cents  a  share  for  the  second  quarter 
compared  with  11  cents  a  share  in  the 
1976  period.  NLsaidtheselossesareex- 
pected  to  decline  in  the  second  half  of 
the  year,  and  for  the  year  to  be  below 
1976,  asthe  plant  increases  production. 

First  Half  Sales 
Nearly  $800-Million 

For  the  first  six  months  of  1977,  NL 
reported  sales  of  $788,996,000  and 
earnings  of  $30,786,000,  or  95  cents  a 
share,  as  compared  with  restated  sales 
of  $726,139,000  and  restated  earnings 
of  $36, 577,000,  or$1.12  ashare,  for  the 
first  half  of  1976. 

Earlier  in  the  year,  NL  Industries  en- 
tered into  a  contract  with  the  Soviet 
Union  for  drilling  technology  and 
equipment  to  be  used  in  Russia  for  the 
offshore  production  of  oil  and  gas.  The 
U.S.  Government  approval  necessary 
to  furnish  the  technology  has  been  re1 
ceived  and  NL  has  commenced  sub- 
mitting data  to  the  Soviet  Union. 

NL  Industries,  with  annual  sales  of 
approximately  $1.5  billion,  is  a  leading 
manufacturer  and  supplier  of  petroleum 
equipment  and  services,  chemicals  and 
metals. 


NL  Industries,  inc. 
1230  Avenue  of  the  Americas 
New  York,  M  Y.  10020 


FORBES  Readers  have  their  Say 
 1917-1977  

Herewith  a  selection,  sometimes  random,  sometimes  purposeful, 
of  the  praise  and  plaudits,  gripes  and  gimmicks  lavished  on  this 
magazine  by  its  readers,  obscure  and  famous,  over  its  60  years. 


The  Beginnings 

SiR:  Love  and  money,  someone  has 
said,  are  the  two  big  interests  in  this 
world.  There  is  need  for  a  publication 
that  will  put  a  little  heart  interest  in  the 
subject  of  finance.  To  one  with  imagina- 
tion there  is  little  of  the  dry  and  dusty 
about  finance,  and  I  am  glad  there  is  a 
man  of  your  type  at  the  head  of  the  new 
Forbes  magazine.  And  while  you  are 
making  the  success  that  is  coming  to  you, 
I  wish  you  joy  in  your  work.  Isn't  it  great 
to  be  alive  in  these  times? 

— Charles  Merrill 
Partner, 
Merrill  Lynch  <b  Co. 

October  13,  1917 

SiR:  I  hope  your  new  venture  is  meet- 
ing with  all  kinds  of  success. 

— Samuel  Insull 

January  5,  1918 

Sir:  I  read  Forbes.  I  like  it.  It  stimu- 
lates people  to  work,  to  think  and  to  do 
things  to  make  progress  in  the  world. 

— Thomas  A.  Edison 

August  7,  1920 

Death,  Taxes  .  .  .  And  Regulation 

SiR:  There  is  one  thing  the  govern- 
ment can  do  to  help  the  railroads  to  meet 
the  present  and  prospective  war  de- 
mands and  that  is  to  give  them  reason- 
able rates  and  free  them  from  some  of 
the  burdens  of  the  present  conflicting 
and  unnecessary  Federal  and  State 
regulation. 

— Samuel  Rae 
President, 

Pennsylvania  Railroad  System 
October  27,  1917 

SiR:  It  is  extremely  discouraging  to 
read  the  actions  and  position  now  as- 
sumed by  the  Government  regarding 
Penn  Central.  Political  expediency  has 
taken  precedence  over  property  rights. 
The  Government  should  stay  out  of  free 
enterprise. 

— Sidney  Dosh  Jr. 

January  15, 1975 


Leisure  For  Workers? 

SiR:  Sears,  Roebuck  and  Co.  believe 
refreshing  vacations  enable  employees  to 
render  better  service.  In  other  words, 
we  give  vacations  because  we  believe  it 
pays. 

— Julius  Rosenwald 
Sears,  Roebuck  and  Co. 


November  15,1919 


Edison:  "I  read  Forbes.  I  like  it.  It  stimu- 
lates people  to  work,  to  think  and  to  do 
things  to  make  progress  in  the  world." 


SiR:  Thus  far  in  our  industrial  devel- 
opment the  worker  has  not  evidenced 
any  particular  desire  for  a  vacation. 
Even  the  organized  workers  have  not 
put  forth  this  demand  in  their  pro- 
grams. Today,  the  supreme  duty  of 
industry  is  to  give  the  world  more 
production.  Industry  must  strike  a  bal- 
ance between  its  social  duty  not  to 
shorten  or  make  unhappy  the  lives  of  its 
workers  and  its  duty  to  provide  for  the 
physical  wants  of  the  public.  The  selling 
prices  of  goods  are  dependent  upon 
production  cost,  and  the  cost  of  vaca- 
tions would  eventually  be  passed  on  to 
the  public. 

— George  Eastman 
Eastman  Kodak 

November  15,  1919 


Insider  Trading 

SiR:  Re  the  articles  on  the  Sinclair  Oill 
insiders  and  "Capitalists  I  Do  Not 
Trust."  Your  strictures  are  just  and  mer-i 
ited.  If  all  Directors  in  all  corporations! 
were  compelled  to  publish  even  pur-| 
chase  or  sale  of  stock  which  they  make  ini 
every  corporation  in  which  they  are  Di-I 
rectors  and  furnish  the  date  or  dates  of) 
such  sales  or  purchases,  I  firmly  believe! 
that  two-thirds  of  these  evils  would  be 
cured. 

— August  Hecksher\ 

May  3,  1919 

Evils  Of  Credit 

SiR:  I  have  read  George  E.  Macll- 
wain's  article,  "Mortgaging  To-morrow] 
Puts  Pep  Into  Today,"  in  your  Mar.  1 
issue,  and  I  am  moved  to  express  to  you 
my  surprise  at  your  printing  it.  This 
piece  is  so  unsound  as  to  be  definitely 
dangerous  to  any  reader  who  might  take 
it  seriously.  Mr.  Macllwain  advocates  a 
life-scheme  wherein  debt  is  to  be  the 
motive  force.  He  happily  calls  the  result- 
ing state  of  mind  "divine  discontent," 
when  he  should  say  deadly  worry  and 
anxiety.  I  read,  "The  man  whose  pay 
envelope  is  all  spent  before  he  gets  it  has 
the  divine  discontent.  His  face  may  get 
wrinkled,  his  hair  may  turn  grey,  the 
fillings  may  come  out  of  his  teeth — but 
he  has  something  to  work  for!  There  is 
more  and  still  more  to  life,  and  he  has  it 
within  his  grasp.'  This  is  pernicious  rot. 
A  man  in  that  position  works  because  the 
sheriff  is  breathing  down  his  neck;  he  is 
sick  with  misery  and  his  discontent  is  not 
divine. 

— Atreus  von  Schroder 

May  1,  1926 

SiR:  This  is  the  most  monumental  and 
asinine  exposition  of  the  alleged  desir- 
ability of  thriftlessness  that  has  appeared 
in  many  a  day.  It  would  be  interesting 
for  Mr.  Macllwain  to  point  out  what 
would  happen  when  the  next  severe  pe- 
riod of  depression  appears. 

— H.C.  Currier' 

May  1,  1926 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  August  24,  1977 

$100,000,000 

Ashland  Oil,  Inc. 

8.20%  Sinking  Fund  Debentures,  due  2002 


Price  100% 

plus  accrued  interest  from  August  15,  1977 


Copies  of  the  prospectus  may  be  obtained  from  such  of  tlie  undersigned  (who  are  among 
tlic  underwriters  named  in  tiie  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


The  First  Boston  Corporation 
Goldman,  Sachs  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated 


Kidder,  Peabody  &  Co.      Kuhn  Loeb  &  Co.      Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.    Merrill  Lynch,  Pierce,  Fenner  &  Smith     Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

White,  Weld  &  Co. 

Incorporated 


Warburg  Paribas  Becker 

Incorporated 

Dean  Witter  &  Co. 

Incorpora  ted 


m — 


Time  Organizer  for  Busy  People 


A  prominent  steel  executive  once  paid 
$25,000  for  the  same  basic  idea  used  in  the 
Memogenda.  Now  it's  yours  for  $3.90. 

Avoid  confusion  of  scraps  of  paper  .  .  .  lost 
opportunities  .  .  .  forgotten  duties  and  ap- 
pointments. Use  the  Memogenda.  Constant 
survey  of  work  ahead  .  .  .  results  in  working 
without  strain.  If  making  proper  use  of  your 
time  means  success  then  Memogenda  is  a 
way  to  success,  whatever  your  goal.  150,000 
executives  have  used  it. 

MEMOGENDA  is  a  96-page  book,  wire  bound 
in  a  flexible  leather-like  covering.  The  right 
hand  pages  (8'/j  x  11)  have  numbered  lines, 
one  for  each  item  .  .  .  checked  off  as  com- 
pleted. Opposite  pages  are  for  additional 
memos.  Includes  instructions  for  use,  an 
annual  reminder,  3-year  calendar,  and  active 
telephone  list. 

PLUS  INVESTMENT  RECORD 
Provides  record  of  purchase  and  sale  of 
securities  .  .  .  income  by  quarters.  Simplifies 
preparation  of  tax  returns. 
Price  $35  a  dozen  F.O.B.  factory,  or  send 
$3.90  for  sample,  postpaid.  Start  Memogenda 
habit  today.  It  is  not  tied  to  calendar.  Re- 
fund if  it  isn't  your  best  investment. 

NORWOOD  PRODUCTS  CO. 

1066  Thompson  Lane,  Nashville,  Tenn.  37211 


F0927 

°  Or  write  to: 

Porter  Brown.  Director 


vo^V^i^"  P.O.  Box  60347 

Oklahoma  City,  Oklahoma  73106 

Name  


Address- 


City- 


State- 


.  Zip- 


California  residents:  415-421-5807.  Robert 
McArdle.  Director,  405  Montgomery  Street. 
San  Francisco.  California  94106. 

An  operating  unit  o(  CIT  Financial  Corporation. 
one  of  the  nations  largest  multiline  financial 

services  organizations,  with  assets 
of  17. 5  billion. 


QT 


Ienrav7cesl  executive  financial  service 


After  The  Crash 

SiR:  I  am  inclined  to  believe  that  the 
forced  liquidation  is  practically  complete 
and  that  stocks  will  soon  recover  a  con- 
siderable part  oflost  ground.  I  have  nev- 
er thought  and  do  not  now  think  that 
many  stocks  were  too  high-priced  in  re- 
lation to  current  or  impending  earnings. 
.  .  .  The  moral  of  this  crash  is  not  to  use 
so  much  borrowed  money.  Business 
prospects  are  excellent  in  a  few  spots. 

— Irving  Fisher 
Economist, 

Yale  University 

November  15,  2.929 

SiR:  I  look  for  a  minor  business  reces- 
sion, but  this  stock  market  liquidation 
should  have  no  lasting  effect  on  our  busi- 
ness conditions. 

— -John  Moody 
President, 
Moody's  Investors  Service 
November  15,  1929 

SiR:  Those  who  voluntarily  sell  stocks 
at  current  prices  are  extremely  foolish. 

— Owen  D.  Young 
Chairman, 
General  Electric  Co. 

December  1,  1929 

Sir:  You  foretold  and  warned  Forres 
readers  in  the  Summer  of  1929  to  be 
prepared  for  the  certain  reckoning  that 
was  to  follow  the  heyday  of  stock  specu- 
lation, overproduction  and  easy  money. 
Those  that  believed  your  prediction  true 
profited  by  it. 

— H.M.  Campbell 
Manager, 
Canadian  Johnson 
Motor  Co.,  Ltd. 

December  1,  1930 

The  Depression 

SiR:  What  has  become  of  all  our  indus- 
trial and  financial  leaders  who  a  few 
years  ago  were  enjoying  postwar  pros- 
perity, who  were  lauded  and  placed 
upon  pedestals  as  the  brains  and  back- 
bone of  America? 

— Scott  Kennington 

July  1,  1931 

SiR:  This  is  an  opportune  time  for  a 
strong  campaign  against  the  publicity 
that  is  being  given  to  unemployment. 
This  publicity  will  not  feed  anybody  or 
get  them  jobs. 

—H.B.  Harper 

January  1 , 1931 

SiR:  The  importance  of  thrift  as  a  vir- 
tue should  not  be  obscured  by  a  system 
of  doles,  state  unemployment  insur- 
ance, etc. 

—Walter  P.  Chrysler 
Chairman, 
Chrysler  Corp. 

September  15,  1930 


Women's  Lib 

SiR:  Some  plants  have  an  established 
policy  whereby  a  girl  automatically 
writes  her  own  resignation  when  she 
marries.  Such  a  policy,  if  it  were  more 
general,  would  enable  industry  to  pay  a 
better  wage  to  the  male  wage  earner  as 
the  head  of  the  family. 

—Dr.  Frank  B.  Kirby 
Sales  Manager, 
Abbott  Laboratories 

October  1,  1930 


Eastman:  "Thus  far  in  our  develop- 
ment the  worker  has  not  evidenced 
any  particular  desire  for  a  vacation." 


Sir:  Re  Dr.  Kirby's  letter.  Whether  a 
girl  is  married  or  single,  the  principle 
involved  is  the  same,  namely,  that  every 
human  being  should  be  a  producer  and 
that  a  system  which  singles  out  any 
group  to  be  producers  and  makes  the 
rest  of  the  group  dependent  upon  them 
is  fundamentally  cruel  and  unsound. 

— Stella  Gonsior 

November  1 ,  1930 
That  Man  Roosevelt 

SiR:  In  reading  your  articles  on  the 
New  Deal  I  was  disgusted  at  the  distort- 
ed and  misleading  statements  which  you 
made.  I  can't  find  any  comfort  over  the 
demised  NRA.  Exploitation  of  labor  or 
unfair,  ruinous  competition  that  drives 
millions  of  small  businesses  out  is  not 
worth  rejoicing  over.  The  President  will 
be  returned  to  office  with  a  larger  plural- 
ity than  any  President  received  in  the 
past. 

— S.  Goodman 

June  15, 1936 

SiR:  Your  attack  on  the  New  Deal 
policies  is  fundamentally  sound  and 
highly  patriotic. 

— E.W.  Morrison 

August  1,  1939 
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In  technology  simplicity  is 
the  ultimate  sophistication 


Most  modern  technology  is  allowed  to  become  vastly 
omplicated  and  enormously  expensive.  Cost  overruns  and 
elays  are  too  often  accepted  as  unavoidable, 
j      Northrop,  however,  has  achieved  an  enviable  record 
f  production  that  is  on  time,  on  cost,  with  performance 
s  promised. 

In  every  part  of  our  business — aircraft,  electronics, 
ommunications,  construction,  and  services—  we  have 
3und  that  simplification  leads  to  successful  management 
f  technology. 


NORTHROP 


NORTHROP  CORPORATION,  1800  CENTURY  PARK  EAST,  LOS  ANGELES,  CALIFORNIA  90067,  U.S.A. 


Steady 
as  she  grows 

Growth,  combined  with  stability  It's  a  combination  not 
easy  to  find  these  days. 

But,  consider  Continental  Telephone  s  record. 

•  Since  our  formation  in  1 961 .  we  have  grown  from  2.1 00 
telephones  to  2,400,000. 

•  Total  investment  in  telephone  property,  plant  and  equip- 
ment hasclimbed  from  $1.5  million  in  1961  to  $2  2  billion 
last  year 

•  Dividend  payments  have  increased  every  year  since  our 
first  declaration  in  1964 

•  Planned  construction  expenditures  for  continued  growth 
and  improved  service  in  1 977  are  $240  million.  Three- 
quarters  of  that  amount  will  be  generated  from  internal 
operations. 

To  get  the  full  story  on  how  Continental  Telephone  is 
growing  .  .  .  steadily  .  .  .  write  for  a  copy  of  our  annual  report: 
Continental  Telephone  Corporation.  Dept.  F-9,  56  Perimeter 
Center  East.  Atlanta.  Georgia  30346. 


CONTINENTAL  TELEPHONE 
CORPORATION 


Building  Solid  Growth  Through  Better  Service 


quality 
service 
integrity 


Plain 
talk 
about 

Young 

Heat  Transfer 

Product 

Capabilities 

Young  has  new  capability  to  meet  your  heat 
transfer  product  requirements  .  .  .  right  now  and 
in  the  future.  We've  completed  a  major  ex- 
pansion program  that  includes  two  new  plants, 
plus  maior  additions  to  a  third. 
Our  unmatched  reputation  for  quality  products 
and  a  dedication  to  meeting  customer  needs  is 
your  assurance  of  superior  service.  Why  not 
write  or  give  us  a  call? 


y 


Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 


Congratulations 

Forbes...from 
Eagle-Picher 

on  60  Years  of 
objective 

business  reportage. 

We've  watched  you  grow 
since  1  9 1 7  (we  were  74 
years  old  then).  Together 
we've  logged  1 94  years  of 
leadership  in  American 
Business. 

EAGLE  PICKER 

Cincinnati,  Ohio 


It'll  Never  Fly 

SiH:  In  the  article  "Moderni/atio 
Rides  the  Rails"  you  state:  "Diesel-elet 
trie  locomotives,  as  on  many  streamline^ 
trains  and  switch  engines,  are  cuttin 
operating  costs  drastically.  An  1,80 
h  p.  diesel-engined  unit  has  a  yearl 
burden  at  least  $13,500  greater  than  al 
ecpjivalent  steam  locomotive,  allowin 
10%  interest  and  depreciation  on  th 


McDonald:  He  was  not  overly  optimisti« 
about  television — "it's  technically 
sound,  but  economically  it's  unsound." 

original  investment.  The  possible  fuel 
savings  of  the  diesel  cannot  overcome 
this  large  difference.  Repairs  for  the  die) 
sel-electric  will  be  higher  than  steam. 

— F.E.  Lyforc 
The  Baldwin  Locomotive  \Vork& 
January  15, 1937 

SiR:  I'm  sorry  that  I  did  not  have  at) 
opportunity  to  talk  with  your  H.S.  Kahni 
who  wrote  the  article  on  opportunities  ii| 
postwar  radio  and  television,  as  I  migh| 
have  given  him  some  thoughts  thai 
would  have  made  him  less  optimistifl 
about  television.  It's  technically  sound] 
but  economicallv  it's  unsound. 

—E.F.  McDonald  Jr; 

President, 
Zenith  Radio  C  <"-}i. 

April  15,  1943 

Stijl  Trying 

Sir:  Re  your  editorial  "The  NAM 
Would  Do  Better  Dead.  "The  members ol 
the  NAM  realize  their  organization  is  not 
perfect,  but  its  conscientious  members 
are  working  together  trying  to  save  ou» 
country  from  Socialism  and  Communism. 

— L.K.  Pollard 

September  15.  1951 

SIR:  I  shuddered  as  I  read  in  Fact 
and  Comment  ".  .  .and  even  the  nean- 
derthalic  NAM  are  speaking  up  ta 
those  on  Capitol  Hill  who  make  things 
happen — or  not  happen — by  legislation 


248 


FORBES,  SEPTEMBER  15,  1977 


Two  words 
can  give  your  family  an  estate  planned  to 
pay  out  without  running  out... 


To  find  out  how  Prudential  Capital  Planning 
and  a  carefully  organized  estate  can  help 
give  your  children  an  estate  they  can  give 
their  children,  just  pick  up  the  phone  and 
say,  "Hello,  Prudential" 

\  Retention  of  Capital 

Right  now,  what  you're  planning  to 
leave  your  family  could  probably  support 
their  current  lifestyle  for  only  a  limited  time. 
The  principal  will  slowly  be  used  up, 
without  being  replaced. 

Prudential  Capital  Planning  can 
help.  A  specially  trained  Prudential 
representative  will  work  with  your  attorney 
and  financial  advisor  to  help  you  set  up  a 
plan  that  will  protect  that  principal, 
provide  an  annual  cash  yield,  and  hopefully 
keep  pace  with  inflation. 

And  Prudential  Capital  Planning  is 
designed,  with  the  help  of  life  insurance,  to 
greatly  increase  the  amount  of  investible 
capital  for  your  family. 

Call  Prudential 

So  give  Prudential  a  call.  Turn  your 
\      estate  into  one  that  can  last  longer 
£     than  a  lifetime. 


M  Prudential 


GARBAGE  INTO  ENERGY  PL 


CLEANER 


ENVIRONMENT! 


Cleaner  air  and  more  power  to  them-members  of  new  generation  shown 
in  front  of  Wheelabrator's  refuse-to-energy  plant  on  Boston's  North  Shore. 

Another  achievement  of  Wheelabrator-Frye  Inc.  Hampton,  NH  03842 


Dispelling  a  popular  myth: 


To  Those  Who  Say 
There's  No  Competition 
In  the  Energy  Industry . 

Look  at  Us! 


When  we  started,  21  years  ago,  as  a  small  South  Texas  gas 
gathering  company,  competition  was  keen.  It  still  is! 

We  like  it  that  way. 

It's  this  hearty  spirit  of  competition  created  by  free  enterprise 
that  has  enabled  us  to  grow  to  become  one  of  America's  leading 
independent  energy  suppliers.  We  thrive  on  competition;  just  ask 
our  competitors. 

Maybe  you  should  find  out 
more  about  us. 


TOTAL  ASSETS 

(IN  BILLIONS 
OF  DOLLARS) 


2.1 


Natural  Gas  Systems 

Refining  and 
Marketing 

Exploration  and 
Production 

Coal  and 
Chemicals 


COASTAL  STATES 

GAS  CORPORATION 

Five  Greenway  Plaza  East 
Houston,  Texas  77046 
(713)  627-3700 


Congratulations  to  Forbes  on  their  60th  Anniversary 


FAMILY  CREST  RINGS 

Solid  14K  Gold,  $195. 
Sterling  Silver,  $90. 
WE  WORK  IN  THREE 
BASIC  WAYS  -  If  you 

have  a  crest,  send  a 
copy  of  it,  otherwise 
you  may  check  it 
against  our  list,  or  you 
may  design  your  own 
(see  below).  SEND  FOR  OUR  FREE  COLOR 
CATALOGUE.  If,  in  addition  to  free  catalogue, 
you  want  our  booklet  with  over  20,000  names 
for  which  we  have  crests  available  plus  in- 
structions on  how  to  design  your  own  crest, 
send  us  $1.00. 

HERALDICA  IMPORTS,  INC.  DEPT.  F 

21  WEST  46th  ST.  .  NEW  YORK,  N.Y.  10036 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R.E.  Ins. 
and  stockholders  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance  Must 
be  sincere  with  well-rounded  business  back- 
ground   Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to 
Dept.  21.  Computer  Capital  Corp. 
6922  Holywood  Blvd.,  Los  Angeles.  Calif.  90028 
OR  Call  Mr  Vander  (2131  463-4841 


or  b\  directives."  I  can't  think  of  a  thru 
when  the  capacity  of  NAM  to  do  ati 
effective  joh  was  improving  at  a  mon 
rapid  rate.  I  think  we  are  doing  a  tre 
mendous  joh. 

— R  Heath  LarA 
President 

National  \ssn<  iation  oj  Manufactures 
Washington,  D  ( 

September  15,  1977 

Defending  Joe 

SlR:  Communists,  Communist  front 
and  their  stooges  ...  all  speak  and  writ 
disparagingly  of  Senator  [Joseph  j  Mel 
Carthy.  Now  that  Fokbks  seems  to  hav< 
joined  this  "distinguished  group.  I  n> 
quest  mv  suhscription  he  canceled. 

— J.B.  Rhode: 

Maij  1,  1954 


Nixon:  "I  appreciate  your  very 

encouraging  comments.  I  hope  I 

can  continue  to  merit  such  high  marks.' 


Vietnam 

SlR:  I  do  not  feel  that  your  gratuitous 
analysis  of  Vietnam  in  your  "Getting  the 
Ell  Out"  editorial  reflects  either  sound 
judgment  or  solid  facts. 

— William  G.  MacLaren  Jr. 
October  1 ,  1969 


Political  Views 

SlR:  I  appreciate  your  thoughtful  and 
very  encouraging  comments  about  m¥ 
relationship  with  the  American  people.  1 
hope  I  can  continue  to  merit  such  high 
marks  in  the  months  and  years  ahead. 

— Richard  M .  Xixon 
The  White  House 
Washington.  D.C. 
April  15,  1970  

Energy 

Sir:  Your  solution  to  the  oil  problem  is 
obvious  only  to  one  who  spends  his  time) 
in  a  hot-air  balloon. 

— Gregory  A.  Knajm 

January,  1 ,  1975 
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Our  award-winning  cast 
is  back  again. 


'Big  Blue  Marble  starts  a  new  season. 

It's  been  honored  with  ]  5  major  awards  and 
citations  — among  them,  a  Peabody,  an  Emmy,  a 
salute  from  Action  for  Children's  Television 

Now  "Big  Blue  Marble,"  the  first  worldwide 
children's  TV  series,  begins  its  fourth  delightful 
(and  informative)  season. 

The  programs,  designed  for  8  to  12  year  olds, 
feature  children  from  all  over  the  world,  showing 
how  they  live,  play,  work  and  grow  up. 

There  are  no  commercial  interruptions  of  any 


kind.  And  no  gratuitous  violence. 

"Big  Blue  Marble"  is  being  presented  again  as 
a  public  service  by  the  people  of  ITT 

Because  we  think  the  better  children  get  to 
know  each  other  while  they're  children,  the  better 
they'll  understand  each  other  as  adults. 

Check  your  newspaper  for  local  TV  station 
and  time. 

The  best  ideas  are  the    T 1 1 1 1 1 1 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue,  New  York,  N  Y  10022 


If  you  want  to 
do  it  by  the  book, 
do  it  by  ours. 


Newsweek's  informative 
"Guide  to  Zero-Base  Media 
Planning"  can  help  you 
develop  plans  with  increased 
efficiency/  effectiveness. 

Doing  it  by  the  book 
means  being  guided  by 
tradition. 

Doing  it  by  our  book 
means  keeping  an  open  mind. 

Doing  it  by  the  book 
means  taking  last  year's 
plan  and  "projecting"  it  for 
next  year. 

Doing  it  by  our  book 
means  starting  from  scratch.  m^^^^m 

Doing  it  by  the  book  means  accepting 
the  dictates  and  biases  of  previous  plans 
without  questioning  them. 

Doing  it  by  our  book  means  viewing 
each  medium  afresh.  No  sacred  cows. 
No  preconceptions. 

Our  book  is  Newsweek's  "Guide  to 
Zero-Base  Media  Planning'— a  36-page 
booklet  which  is  yours  for  the  asking. 


In  it,  Newsweek  shows  how 
this  modern  media  selection 
process  derives  from  an 
innovative  business  tech- 
nique (Zero-Base  Budgeting), 
how  it  differs  from  other 
approaches  to  media  plan- 
ning, and  how  it  can  help 
you  increase  the  efficiency/ 
effectiveness  of  your  media 
plans. 

Newsweek's  "Guide" 
describes  the  five  basic 
steps  of  Zero-Base  Media 
Planning  and  shows,  with  a 
detailed  example,  how  easy 
it  is  for  any  advertiser  or  agency  media 
planner  to  put  the  technique  to  work. 

Today  more  than  ever  it  is  essential 
to  know  where  and  how  to  spend  media 
dollars  effectively. 

So  throw  away  "the  book." 
And  get  yourself  a  copy  of  ours.  Call 
your  Newsweek  representative  today. 
Or  use  the  coupon  below. 


Get  your  free  "Guide  to  Zero-Base  Media 
Planning" 

Fill  out  and  mail  this  coupon  to:  Charles  J.  Kennedy, 

Vice  President  and  Advertising  Director 

Newsweek.  444  Madison  Avenue,  New  York.  N.Y.  10022 

Dear  Chuck  Kennedy:  It  sounds  interesting. 
Please  send  me  my  Guide  right  away. 


NAME. 


_FB1 


TITLE. 


COMPANY. 
ADDRESS— 
CITY  


STATE. 


.ZIP- 


i  Zero-Base  Media  Planning.  Ask  Newsweek.  J 

Lb  uhi  mamrn  mtmem  ^m^m  m^^m  bomb  in^a  h^^b  j^^b  ^bbbb  am^mm  w^^m  b^^h  shh  <^mm*  mmrtm-  shi  bmh  ^^^b  r^J 


Diners  Club  invented  the  travel 
k  entertainment  card  25  years  ago. 

Now  we've  created  something 
that  may  change  the  business  world 
just  as  much.  j§  CLum 

DINERS  CLUB  ''TfZ" 
CORPORATE.  Mm-L 

Hie  ultimate  executive  card 
[or  any  company. 


iners  Club  Corporate  is  not 
mply  a  new  name  tacked  onto  a 
iners  Club  card.  It  is  a  whole 
;w  kind  of  service  for  business, 
ere  are  some  of  its  advantages: 

1.  Cash  How. 

iners  Club  Corporate  is  designed 
give  you  more  control  over  your 
oney.  That  is  why  it  is  taken  by 
iur  company,  not  by  your 
nployees  individually. 
With  it,  your  executives  do  not 
sed  cash  advances.  They  have  a 
mpany  card,  to  use  for 
penses. 

The  result  is  that  the  money 
jys  in  your  company's  treasury 
itil  the  bill  comes  in.  You  keep 
e  money  for  30,  60,  or  90  extra 
rys.  To  work  for  your  company, 
;  it  should.  Even  for  smaller  com- 
mies, this  can  add  up  to  thou- 
mds  of  dollars  a  month. 

I.  Expense-reporting 
system. 

ners  Club  Corporate  eases 
[perwork  for  you  and  your 
iployees.  That  saves  you  money 
d  saves  your  employees  time 
id  trouble. 

We  can  provide  you  with  a  com- 
ete  breakdown  of  who  is  spend- 
g  what  and  where.  Through  our 
HCAP  program,  you  not  only  get 


a  month-by-month  readout  of  what 
each  executive  has  spent,  you  also 
get  a  breakdown  of  how  he  spent 
it:  how  much  for  food,  for  plane 
fare,  and  so  on.  You'll  be  told 
which  employees  have  exceeded 
whatever  limit  you've  set.  All  with- 
out anyone  in  your  company  hav- 
ing to  make  a  single  calculation. 

3.  Choice  of 
billing  plans. 

One  plan  provides  individual  bills 
to  your  employees  with  RECAP 
going  to  management.  Or  you 
may  choose  one  of  our  centrally- 
billed  plans.  Whichever  best  suits 
your  needs. 

4.  Protection  against 
unauthorized  use. 

Your  company's  liability  is  limited 
in  the  event  cards  are  lost  or  sto- 
len. In  addition,  if  your  company 
qualifies,  you  also  have  the  benefit 
of  the  Diners  Club  "Waiver  of  Lia- 
bility" provision  which  protects 
your  company  against  unautho- 
rized use  of  the  cards  by  your 
employees. 

5.  Lower  cost. 

Executives  who  use  their  own 
cards  have  to  pay  the  individual 
rate:  $20  a  year.  Most  likely,  your 
firm  reimburses  each  executive  for 
this  $20.  The  moment  you  switch  to 


Diners  Club  Corporate,  this  cost  is 
reduced  by  as  much  as  62%  (with 
cards  costing  as  little  as  $7.50). 

Other  benefits 

Diners  Club  Corporate  includes 
many  valuable  Diners  Club  ser- 
vices. Such  as  providing  emer- 
gency cash  and  check-cashing 
privileges  at  leading  hotels.  And, 
of  course,  its  world-wide  coverage. 
Wherever  your  executives  travel, 
they  simply  don't  have  to  worry. 
Over  350,000  establishments 
around  the  world  honor  the 
Diners  Club  card. 

Questions?  Diners  Club  will  be 
happy  to  answer  them.  For  addi- 
tional information  and  a  sample 
RECAP  print-out,  call  collect  or 
write. 

DINERS  CLUB  CORPORATE 
1 0  Columbus  Circle 
New  York,  N.Y  10019 

Or  call  toll-free: 

800-223-5620 

(In  New  York  state  call  collect 
212-245-1500) 


)    a  subsidiary  of  The  Continental  Corporation 


We  haven't  missed  a  dividend 

since  1894 

Rexnord  has  paid  cash  dividends  to  shareholders  for 
84  consecutive  years,  one  of  the  longest  records  of  any 
industrial  company  listed  on  the  New  York  Stock  Exchange. 


In  the  last  three  years  Rexnord  has  raised  their  dividend 
five  times  for  a  net  increase  of  48%  including  a  recently 
announced  increase.  After  the  recent  2  for  1  stock 
split,  the  stock  will  pay  80<t  per  share. 

1976  was  the  best  year  in  our  history.  Sales  reached 
$635,000,000,  while  net  income  was  $36,000,000. 
For  the  first  nine  months  of  1977  sales  and  earnings 
again  are  at  all-time  highs. 

There  are  many  reasons  why  Rexnord  stands  out  as 
a  highly  successful  capital  goods  company.  One  of 
them  is  that  consumable  industrial  components  and 
replacement  parts  make  up  more  than  half  of  Rex- 
nord's  total  sales. 

These  consumable  industrial  products  must  be  re- 


placed and  renewed  on  a  continuing  basis.  Unlike  a 
major  machinery  investment,  they  can't  be  deferred. 
A  broken  chain,  sprocket,  bearing,  gear,  seal  or  cou- 
pling must  be  replaced.  Rexnord  makes  them  all. 

This  emphasis  on  components  broadens  the  base 
of  our  markets  and  products.  Most  important,  it  reduces 
the  cyclically  of  our  business.  That's  a  different  ap- 
proach for  a  capital  goods  company. 

These  are  just  a  few  reasons  why  Rexnord  is  a  dif- 
ferent kind  of  capital  goods  company.  For  more  facts, 
read  our  new  corporate  brochure  and  latest  annual 
report.  Write  W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
P.O.  Box  2022,  Milwaukee,  Wisconsin  53201. 


Rexnord,  a  different  kind  of  capital  goods  company. 

_  Rexnord  

//////flfffff 
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Forbes 


Money  And  Investments 


Short  Memories 


The  Economy 


To  be  useful,  economic  prognostication  should  steer  a  steady 
course,  with  the  pilot  alert  for  the  need  to  change  direction, 
but  doing  so  only  when  absolutely  necessary.  That's  why  so 
much  economic  prognostication  is  worse  than  useless:  With 
every  shirting  breeze,  the  forecasts  change,  confusing  rather 
than  helping  businessmen. 

Like  the  talk  now  about  a  looming  recession.  It  can  only 
come  from  economists  with  short  memories.  Or  none  at  all. 

People  who  talk  about  recession  have  already  forgotten  what 
happened  last  year  at  this  time.  There  was  a  similar  slowdown 
in  the  economy.  It  turned  out  to  be  just  that — a  slowdown,  and 
temporary.  It  smoothed  the  way  for  the  first  half  of  1977  when 
we  had  one  of  the  strongest  periods  of  expansion  on  record, 
with  real  growth  at  a  7.5%  annual  rate  in  the  January  quarter 
and  at  6.4%  in  the  April  quarter. 

Now,  it  is  a  fact  that  growth  rates  in  excess  of  6%  cannot  be 
sustained  bv  the  economy  without  causing  shortages  of  materi- 
als and  of  skilled  labor;  4%  to  5%  is  about  what  the  economy 
can  take  without  causing  inflationary  pressures. 

It  is,  therefore,  not  the  least  bit  surprising  that  we  are 
currently  feeling  a  mild  slowdown — just  like  last  year's. 

And  mild  it  will  be.  Real  growth  from  July  to  December  now 
looks  like  it  is  running  at  about  a  4%  annual  rate.  That  would  be 
very  healthy  because  it  would  continue  the  long  sustained 
pickup  we  have  been  experiencing  since  April  1975  without 
creating  new  inflationary  pressures. 

Actually,  this  year's  slowdown  looks  to  be  a  good  deal  milder 
than  last  year's — which  dropped  the  economy's  real  growth 
rate  from  8.8%  in  the  first  quarter  to  1.2%  in  the  fourth 
quarter. 


In  spite  of  these  reassuring  trends,  the  air  is  full  of  cries  of 
alarm  and  warnings  of  dire  peril  from  some  of  the  forecasters. 
Some  of  them  are  revising  downward  their  projections  for  the 
remainder  of  this  year.  Some  think  that  real  growth  may 
average  out  at  only  3%.  They  believe  that  1978  will  get  off  to  a 
very  slow  start,  too.  The  pessimists  place  great  emphasis  on  the 
delays  in  corporate  capital-spending  programs.  No  longer  is 
there  expectation  of  an  18%  increase  in  capital  outlays  or  even 
a  12%  gain  over  last  year.  The  advance  will  be  somewhat 
smaller.  Furthermore,  there  is  concern  that  delays  in  expan- 
sion of  added  productive  capacity  bring  closer  the  time  when 
shortages  will  start  to  crop  up. 

Forbes  concedes  that  capital  spending  is  disappointing,  but 
we  do  not  think  that  a  1977  capital-spending  boom  is  necessary 
to  sustain  the  economic  recovery.  Those  who  fret  over  sluggish 
capital  spending  had  expected  that  consumers  would  pull  back 
by  this  time  because  they  had  gone  too  heavily  into  debt  to  pay 
for  autos  and  homes  and  other  big-ticket  items;  a  larger  propor- 
tion of  wages  would  be  used  to  pay  off  debt  rather  than  to  buy 
some  new  item.  On  the  contrary,  there  is  still  plenty  of  money 
in  the  pockets  of  consumers.  Employment  has  grown  faster 
than  had  been  expected  and  total  personal  income  has  been 
rising  rapidly.  And  just  look  at  the  latest  trends  in  retail  sales, 
where  a  lively  fall  season  is  in  prospect. 

In  the  meantime,  there  is  more  than  enough  slack  in  the 
economy  to  hold  down  inflationary  price  pressures.  The  cur- 
rent pause  will  help  keep  it  that  way,  with  prices  rising  much 
less  than  the  worriers  think  possible.  A  pause  in  economic 
growth  carries  positive  implications  for  the  future  and  is, 
indeed,  healthy.  Steady  at  the  helm!  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

How  much  are  people  spending?  (Bureau  of 

Census  retail  store  sales) 

To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

How  costly  are  services?  (U.S.  Dept.  of  Labor 
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service  price  index  related  to  the  consumer 
price  index) 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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The  Bond  &  Capital  Markets 


Predictions  That  Ignore  Facts 


By  Ben  Weberman 


m  he  world  of  economic  journalism  and 
commentary  is  full  of  conclusion-jump- 
ers. A  conclusion-jumper,  of  course,  is 
first  cousin  to  a  wiggle-watcher.  The  lat- 
ter takes  a  small  change  in  data  and 
projects  it  into  a  major  change  in  trend. 
The  former  takes  an  isolated  fact  and 
expands  it  into  an  entire  hypothesis. 

Recent  changes  in  the  Federal  funds 
rate  drove  the  conclusion-jumpers  into  a 
frenzy  of  activity.  You  have,  of  course, 
been  reading  about  how  the  Federal  Re- 
serve has  been  tightening  credit  by  rais- 
ing the  rate  on  Federal  funds. 

This  is  not  to  deny  that  the  Fed  funds 
rate  is  important.  It  is  very  important. 
However,  before  you  jump  to  very  broad 
conclusions  as  to  what  the  upward 
changes  mean,  it  is  important  to  under- 
stand what  the  Fed  funds  rate  is.  Federal 
funds  are  the  excess  reserves  that  banks 
lend  out  among  themselves  overnight. 
Reserves  are  the  sums  deposited  by 
commercial  banks  at  the  Fed  as  required 
to  back  up  time  and  demand  deposits. 
Sometimes  a  bank  has  too  much  in  re- 
serves, at  other  times  reserves  are  short 
of  requirements.  Ranks  that  have  excess 
reserves,  lend  to  those  that  are  in  deficit. 
When  reserves  are  plentiful,  banks  are 
anxious  to  lend  the  money  and  the  rate 
declines.  When  reserves  are  somewhat 
scarce,  the  amount  available  for  lending 
shrinks  and  the  rate — the  interest 
charge — rises. 

When  such  overnight  borrowing  is 
cheap,  banks  are  encouraged  to  put 
money  to  work  as  loans  or  investments  in 
order  to  enhance  their  total  yield  on 
assets.  The  lower  funds  rate,  therefore, 
generates  more  aggressive  lending  and 
investing — stimulating  economic  activ- 
ity. A  higher  funds  rate  does  the 
opposite. 

At  the  end  of  July,  the  Federal  Open 
Market  Committee  decided  the  time  had 

Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


" . .  .  The  conclusion-jumpers  were  making  huge  leaps  of  fan- 
tasy, talking  glibly  about  things  that  were  not  happening  .  .  ." 


arrived  to  make  credit  more  scarce  and 
bank  money  more  expensive.  In  so  do- 
ing, the  monetary  officials  altered  their 
Federal  funds  target  from  5%%  and 
raised  it  in  three  steps  to  6%  in  mid- 
August  (Forbes,  Sept.  1,  "The  Econo- 
my"). From  that  point  at  the  end  of  July, 
all  of  the  superficial  analyses  of  the  fixed- 
income  market  concentrated  on  descrip- 
tions of  how  interest  rates  are  moving 
higher.  In  other  words,  the  conclusion- 
jumpers  were  making  huge  leaps  of  fan- 
tasy. They  were  talking  glibly  about 
things  that  simply  were  not  happening. 
The  Fed  funds  rate  was  rising,  yes,  but 
except  for  the  banks'  prime  rate,  other 
interest  rates  weren't  following. 

Stability 

While  Fed  funds  were  rising  0.63%, 
three-month  Treasury  bills,  the  type  of 
short-term,  risk-free  investment  that  big 
corporations  use  to  earn  money  on  idle 
cash,  were  selling  to  yield  5.35%  and  at 
the  end  of  August  were  priced  to  yield 
5.55%.  That  is  a  move  of  only  20  basis 
points  (or  0.2%) — only  a  fraction  of  the 
increase  in  Fed  funds  rates. 

Rut  now  look  at  what  happens  at  the 
two-year  maturity  mark.  Treasury  issues 
due  in  two  years  ended  August  just 
about  where  they  began  the  month.  The 
6lA%  notes  maturing  July  31,  1979  were 
trading  at  99%  to  yield  6.45%  at  the  end 
of  July.  At  the  end  of  August,  they  were 
also  trading  at  99%.  Where  was  this  huge 
decline  in  price — increase  in  interest 
rates — that  the  conclusion-jumpers  were 
signaling? 

Reyond  two  years,  Treasury  notes  and 
bonds  ended  August  at  prices  that  were 
well  in  excess  of  the  July  close.  Even  the 
relatively  unsuccessful  15-year  bond  sold 
by  the  Treasury  performed  nicely.  This 
is  the  issue  nicknamed  "the  submarine' 
because  it  immediately  dived  in  price  to 
98  after  initial  sale  and  investors'  hold- 
ings were  "under  water."  Even  this  issue 
is  now  almost  back  to  price  levels  at 
which  it  was  auctioned. 

The  popular,  longest  Treasury  bond — 
the  James  bonds  that  mature  in  the  next 


century  in  year  2007 — were  trading  at 
99'/4  at  the  end  of  July  and  at  100% 
toward  the  end  of  August. 

Thus,  overall,  Treasury  bonds  ad- 
vanced by  more  than  a  point  in  price 
during  the  month  when  internal  rates 
were  supposed  to  be  rising  and  prices 
slipping. 

Advances  were  not  confined  to  the 
U.S.  government  market.  Corporate 
bonds  had  their  share  of  fun.  Last  July  6, 
an  A-rated  Philadelphia  Electric  Co. 
bond  issue  came  to  market  with  an  8%% 
coupon  and  was  priced  at  100.26  to  yield 
8.6%.  That  price  did  not  hold  for  long. 
Ry  the  end  of  August,  the  Philly  Elecs 
were  trading  at  101,  a  solid  premium 
price  that  brings  the  yield  down  to  8.5%. 
That  is  hardly  a  bear  market  pattern. 

Why  the  divergence  between  bench- 
mark Fed  funds  and  other  investment 
instruments?  Why  did  the  conclusion- 
jumpers  fall  on  their  faces?  For  very 
obvious  reasons.  Short-term  money  in- 
struments did  not  show  a  rise  in  yield 
similar  to  that  of  Fed  funds  because  the 
money  market  is  still  very  liquid.  Plenty 
of  credit  is  held  by  insurance  companies 
and  others  in  search  of  investment.  On 
the  other  side  of  the  credit  balance,  the 
slower  growth  of  the  economy  is  holding 
down  total  demands  for  money. 

As  for  longer-term  investments,  their 
yields  are  influenced  substantially  by  the 
outlook  for  inflation.  Right  now,  and 
probably  through  the  end  of  this  year  at 
least,  there  is  going  to  be  no  pickup  in 
the  rate  of  inflation.  In  fact,  the  econom- 
ic pause  will  contribute  substantially  to 
moderation  of  inflation  in  1978. 

Upward  changes  in  the  Fed  funds  rate 
notwithstanding,  therefore,  I  am  still 
forecasting  that  long-term  yields,  now 
7.6%  on  Treasury  bonds,  will  be  in  the 
7.2%  range  by  the  end  of  December. 
Short-term  money  market  rates  will  back 
down  from  current  levels.  My  early  1977 
forecast  of  5.25%  for  Fed  funds  is  more 
probable  than  wild  estimates  of  6V6%  to 
7%.  So,  ignore  the  jumpers-to-conclu- 
sions  and  concentrate  your  portfolios  in 
long-maturity  high-grade  bond  issues.  ■ 


258 


FORBES,  SEPTEMBER  15,  1977 


Look  at  these  investment  objectives. 

If  yours  is  among  them, 
there's  a  Dreyfus  fund  for  you. 

No  sales  charge  or  redemption  fee,  telephone  plete  information,  management  fee  charges  and 
exchange  from  Fund  to  Fund,  low  initial  invest-  expenses, mail  the  coupon  for  the  prospectus  that 
ment,  continuous  management.  For  more  com-   meets  your  goal. 


©reyfiis 

Tax  Exempt  Bond  Fund 

600  Lincoln  Blvd.,  Middlesex,  NJ  08846 

For  tax  exempt  income-The  Dreyfus  Tax  Exempt  Bond 
Fund,  with  dividends  declared  daily  and  compounded 
monthly  for  even  more  tax  exempt  income. 


For  Income 


Name. 


Address . 
City  


State. 


.Zip. 


Income  may  be  subject  to  some  state  and  local  income  taxes.  047M101 


Btoeyfus 

Special  Income  Fund 

600  Lincoln  Blvd.,  Middlesex,  NJ  08846 

For  high  income  with  a  potential  for  capital  apprecia- 
tion-The  Dreyfus  Special  Income  Fund  which  invests  in 
long  term  bonds  and  some  high  yield  common  stocks,  with 
compounding  of  dividends. 


Name. 


Address. 
City  


State. 


.Zip. 


047M101 


©reyfiis 

Number  Nine 

600  Lincoln  Blvd.,  Middlesex,  NJ  08846 

For  increased  capital  from  equity  investment- 
Dreyfus  Number  Nine,  a  young  Fund  which  invests  in 
companies  considered  under-valued  in  assets,  current 
income  or  overall  growth  prospects. 

Name  


For  Growth 


Address  . 
City  


State. 


.Zip. 


047M101 


©reyfiis 

Third  Century 

600  Lincoln  Blvd.,  Middlesex,  NJ  08846 

For  capital  growth-The  Dreyfus  Third  Century  Fund 
invests  in  companies  alert  to  social  priorities  as  well  as 
business  opportunities. 


Name. 


Address. 
City  


State. 


.Zip. 


047M101 


©reyfus 

Intermediate  Bond  Fund 

600  Lincoln  Blvd.,  .Middlesex,  NJ  08846 

For  income  with  limited  fluctuations  in  the  value  of 
your  capital -The  Dreyfus  Intermediate  Bond  Fund, 
which  offers  free  redemption  checks  for  $500.00  or  more. 


For  Capital  Protection 


Name . 


Address. 
City  

M124 


State. 


.Zip. 


047M101 


©reyfus 

Liquid  Assets 

600  Lincoln  Blvd.,  Middlesex,  NJ  08846 

For  maximum  protection  of  your  capital  and  at  the 
same  time  immediate  access  to  your  cash-Dreyfus 
Liquid  Assets.  You  may  pay  large  bills  with  a  redemption 
check. 


Name. 


Address. 


City_ 


State. 


Zip. 


047M101 


Save  time!  Call  toll  free  day  or  night:  800-835-2246 

(For  questions  call  9A.M-5  i-m:  Out  of  New  York  800-223-5525,  in  New  York  call  collect  212-935-5700) 
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Market  Comment 


In  The  Days  Of  B.C.  Forbes 


By  Lucien  O.  Hooper 


m  he  art  of  financial  journalism  was  in 
its  infancy  when  B.C.  Forbes  founded 
Forbes  magazine  in  September  of  1917, 
six  months  after  the  U.S.  entered  World 
War  I.  This  was  12  •  a)  '  efore  the  1929 
Panic  and  17  years  K  ;uie  the  Securities 
&  Exchange  Commission  appeared  on 
the  scene.  The  magazine  began  publica- 
tion 20  years  before  the  New  York  Soci- 
ety of  Security  Analysts  was  organized 
and  30  years  before  the  Financial  Ana- 
lysts Federation  came  into  being. 

I  began  my  career  with  the  old  Boston 
Commercial,  a  financial  weekly  which 
aspired  to  be  what  Barron  s  is  now,  in 
January  of  1919,  only  18  months  after 
Forbes  magazine  was  introduced  to  the 
public.  This  means  that  I  was  a  writ- 
ing contemporary  of  B.C.  Forbes  for  35 
years  before  his  death  in  1954.  My  col- 
umn began  to  appear  in  Forbes  in  Au- 
gust of  1947,  seven  years  before  Mr. 
Forbes  expired.  It  grew  out  of  a  chance 
meeting  with  Malcolm  Forbes,  who 
asked  me  if  I  would  experiment  with  him 
by  writing  a  column  for  the  magazine  for 
a  few  issues.  I  did — and  still  do.  I  am  one 
of  the  few  writers  now  active — perhaps 
the  only  one— who  can  look  back  on  58 
years  of  experience,  and  I  have  been 
associated  with  Forbes  for  30  of  the 
magazine  s  60  years. 

I  can  write  with  more  feeling  about 
the  early  years  of  financial  journalism 
because,  like  Mr.  Forbes,  I  was  a  part  of 
it.  The  population  of  the  U.S.  at  the  time 
the  nation  entered  World  War  I  was 
little  over  100  million.  The  principal  dai- 
ly financial  newspaper  then  was  the  Bos- 
ton Sens  Bureau.  The  Wall  Street  Jour- 
nal was  published,  but  it  did  not  have  its 
present  standing.  It  had  a  circulation  of 
14,500,  while  today  about  1,700,000 
copies  are  printed  daily.  The  circulation 
of  Forbes  reached  100,000  around  1947 
and  is  now  up  to  650,000. 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  McKinnon  Securities  Inc. 


44 .  .  .  When  B.C.  Forbes  and  I  began  to  write  about  securities 
.  .  .  there  were  about  250  'active'  stocks.  Sometimes  it  was 
more  important  to  know  what  Jesse  Livermore  or  Tom  Lawson 
was  doing  than  to  know  what  the  stock  was  worth  .  .  ." 


In  1917,  184  million  shares  were  trad- 
ed on  the  New  York  Stock  Exchange, 
with  volume  running  from  as  little  as 
113,000  shares  per  session  to  as  much  as 
2. 1  million  shares.  There  were  37  days  in 
1917  when  volume  reached  1  million 
shares  or  more,  which  was  then  a  mea- 
sure of  feverish  activity.  In  1976,  5.6 
billion  shares  were  traded  on  the  NYSE. 
Now  there  are  approximately  25.5  billion 
shares  listed. 

Painting  The  Tape 

There  are  no  very  dependable  esti- 
mates of  the  number  of  people  who 
owned  common  stock  in  1917.  I  recall 
one  estimate,  or  guess,  that  there  were 
between  200,000  and  250,000  sharehold- 
ers of  record.  Back  in  1917,  or  even  in 
1927,  there  was  very  little  "institutional 
interest  in  the  stock  market.  Most  of  the 
trading  was  done  by  individuals,  and 
much  of  the  action  was  manipulative, 
that  is,  the  practice  of  "painting  the 
tape,  making  numerous  sales  at  increas- 
ing or  decreasing  prices,  was  not  uncom- 
mon. There  was  no  prejudice  against 
such  pools.  The  ownership  of  stock  was 
much  more  fluid  than  it  is  today.  Prior  to 
1929  the  annual  turnover  on  the  NYSE 
was  100%  or  greater,  meaning  that  as 
many  shares  were  traded  each  year  as 
were  listed.  In  more  recent  years  it  has 
taken  about  five  years  of  trading  to  turn 
over  the  ownership  of  all  stocks  traded 
on  the  NYSE  once. 

The  research  material  writers  had  to 
work  with  when  B.C.  Forbes  and  I  be- 
gan to  write  about  securities  was  limited. 
Not  a  few  corporations  published  an  an- 
nual balance  sheet  with  no  income  ac- 
count. To  determine  what  a  corporation 
was  earning  per  share,  we  frequently 
had  to  figure  out  the  earnings  by  com- 
paring balance  sheets  of  different  peri- 
ods. Not  more  than  a  dozen  companies 
issued  quarterly  earnings  statements. 
The  information  in  the  various  manuals, 
such  as  Moody's,  Poor's,  Fitch,  and 
Standard  Statistics,  was  often  sparse. 
There  were  about  250  "active  stocks. 


Sometimes  it  was  more  important  to 
know  what  Jesse  Livermore  or  Tom 
Lawson  was  doing  than  to  know  what  the 
stock  was  worth. 

Price  changes  were  more  rapid  and 
wider  than  today.  Over  90%  of  the  trad- 
ing was  on  margin,  as  against  less  than 
10%  now.  The  regular  commission  rate 
was  $12.50  per  100  shares  regardless  of 
the  price  of  the  stock.  Only  a  10%  mar- 
gin was  required.  Most  stock  exchange 
houses  expected  to  be  able  to  pay  all 
their  expenses  out  of  the  difference  be- 
tween the  cost  of  money  borrowed  and 
interest  paid  by  clients  on  margin  ac- 
counts, keeping  all  of  the  gross  commis- 
sion income  as  net. 

The  back  offices  have  experienced 
great  changes,  too.  Then  their  ethnic- 
emphasis  was  decidedly  Irish;  today  it  is 
multiracial  and  multinational.  A  good 
margin  clerk  earned  S20  or  $25  a  week, 
and  an  office  manager  or  a  cashier  might 
get  $5,000  a  year.  Sometimes  the  year- 
end  bonus  was  very  generous,  particu- 
lar!) if  it  was  a  good  year  and  if  you 
happened  to  work  for  a  house  with  a 
small  staff  and  a  few  "big"  clients. 

The  hours  have  changed.  The  stock 
Exchange  formerly  opened  at  10  o  clock 
in  the  morning  and  closed  at  3  p.m.:  it 
now  closes  at  4  p.m.  Everybody  worked 
a  half  day  on  Saturday  .  There  was  no 
such  thing  as  overtime.  You  stayed  until 
your  work  was  done,  and,  in  active  mar- 
kets, that  often  meant  until  10  p.m.  or 
later.  A  good  statistician  (analysts  were 
called  statisticians  in  those  days)  might 
get  $75  or  $100  a  week,  but  he  was  more 
of  a  part-time  librarian  than  a  decision 
maker  or  an  adviser.  In  fact,  he  was  often 
told  by  management  what  to  advise  rath- 
er than  given  his  head.  A  customer's  man 
(now  called  a  registered  representative) 
got  what  he  could  earn;  but  if  he  could 
earn  $5,000  a  y  ear  or  more,  he  was  usu- 
ally invited  to  become  a  partner,  often  to 
prevent  his  going  to  another  firm  or  to 
save  the  cost  of  paying  a  higher  salary. 

The  one  thing  that  has  changed  the 
internal  machinerv  of  The  Street  almost 
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GOLDMAN  SACHS  CAPABILITY: 
VER  *12  BILLION  OF  PUBLIC  AND  PRIVATE 
HANGING  IN  THE  FIRST  HALF  OF  1977. 


e  first  six  months  of  this  year,  Goldman  Sachs  managed  or 
lanaged  $5  billion  of  public  offerings  for  domestic  and  inter- 
nal corporations  and  for  government  entities  outside  the 
We  also  managed  or  arranged  more  than  $7  billion  in  other 


financings  for  corporate  and  governmental  issuers.  We  believe 
this  $12.3  billion  of  public  and  private  financing  represents 
capability  at  work  The  uncommon  capability  of  Goldman  Sachs 
in  serving  the  financing  and  investing  needs  of  all  our  clients. 


Sears 


$300,000,000 

irs,  Roebuck  and  Co. 

iking  Fund  Debentures  due  February  1,  2007 


$30,000,000 
tern  Indiana  Gas  and  Electric  Company 

1orrg.se  Bonda  8.35%  Series  of  1977  due  2007 


S.sll.000,000 

Icctricite  do  France 


e  Republic  of  Franco 


S40,000,000 

U.S.  BANCORP 

7'.%  Notes  Disc  February  '  5.  198~ 


3,000,000  Shares 

pepco 

Potomac  Electric  Power  Company 

Common  Stock 


$150,000,000 

Kingdom  of  Norway 

7%%  Notes  Due  February  1,  19X2 


$210,000,000 

South  Central 
Bell  Telephone  Company 

Fort!/  rewgtt*  Debenture*.  Due  March  1.2017 


$75,000,000 

UT  Credit  Corporation 

8'  i-  Series  B  Sinking;  Fund  Notes 
due  July  1,  2002 


$75,000,000 

Consolidated  Natural  Gag  Company 

SWS  Debenture*  Due  June  I.  1997 


$60,000,000 
y  Central  Power  &  Light  Company 

First  Mortgage  Bonds,  eH4ft  Series  due  2007 


$150,000,000 

•higan  Bell  Telephone  Company 

,-Eight  Year  8'  ,  %  Debentures.  Due  June  1.2015 


$200,000,000 

fic  Gas  and  Electric  Company 


$275,000,000 
ern  Bell  Telephone  and  Telegraph  Company 

irty  Year  S!i%  Debentures.  Due  May  1.2017 


Wacoal  Corp. 

1,200,000  American  Depositary  Shares 
6,000,000  Shares  of  Common  Stock 


13,357,000  American  Depositary  Share* 

Representing 
13,357.000X1  Units  of  Ordinary  Stock 

The  British  Petroleum  Company  Limited 


300,000  Shares 

Indiana  Gas  Company,  Inc. 

Common  Stock 


$150,000,000 
Commonwealth  Edison  Company 

First  Mortgage  *i.^  Bends.  Serie,  36.  due  June  t.  2007 


250,000  Shares 

Intermountain  Gas  Company 


Con 


i  Stock 


$130,000,000 

Indiana  Bell  Telephone  Company. 
Incorporated 

Forty  Year  8'*%  Debentures.  Due  March  1.2017 


*50,000,000 

American  Credit  Corporation 

8'/i%  Senior  Debentures  due  January  16.  1997 


5,000,000  UNITS 

American  Airlines,  Inc. 

5.000.000  Shares  of  $2.1875  CtMUUnn  Prefu*h£d  Stock 
Warrams  to  Purchase  s.ooo.ooii  Sharks  of  Common  Stock 


300.000  Shares 

Texas  Power  &  Light  Company 

S8.16  Preferred  Stock.  Cumulative. 


General  Foods,  Limited 

Can.  $25,000,000 

ii%  Notes  1984 


$20,000,000 
United  Bank  Corporation  of  New  York 
7%%  Notes  Due  June  15,  1987 


Walter  Kidde  Overseas  Finance  N.V. 

81o%  Guaranteed  Notes  due  July  1,  1985 


Walter  Kidde  &  Company,  Inc. 


$125,000,000 

m  Province  of  Saskatchewan 


8HX  Debentures  Out 


$180,000,000 
Commonwealth  Edison  Company 

First  Mortgage  8HX  Bonds,  Series  35.  Due  January  15,  2007 


$50,000,000 

Singer  International  Securities  Company 
The  Singer  Company 


8350,000,000 

CITICORP  © 

8.45"S  Notes  Due  March  I  S,  2007 


$100,000,000 

Alabama  Power  Company 

First  Mortgage  Bonds 
m%  Series  due  July  1.  2007 


1,500,000  Shares 
Reynolds  Metals  Company 

Common  Stock 


1100. 000.000 

Duquesne  Light  Company 

First  Mortice  Bonds,  8\*  Scries  due  April  I.  2(107 


$50,000,000 

The  Southland  Corporation 

1W  Siakta,  Fend  Debeslrires  dee  FeSnur,  IS.  2002 


324.161  Shares 

Harte-Hanks  Newspapers,  Inc. 


Com  mo  n  Slock 


$100,000,000 

Household  Finance  Corporation 

8.45%  Senior  SabordiMlrd  Debenture..  Senej  lM.doe  Juur?  15.  1997 


$50,000,000 

Caisse  Nationale  des  Autoroutes 

9WC  GiMnflKed  Bonds  Due  March  15,  1997 

The  Republic  of  France 


i  Motor  Credit  Company  of  Canada,  Limited 


Cdo  J20. 000,000  I 
Cdn  J2O.0O0.000  I 


■  tr.        Mir  1S.I9M 


mtHd  Not«  due  Ma] 


Ford  Motor  Credit  Company 


^  $85,000,000 

Public  Service  Company  of  Indiana, Inc. 

Firtt  Mortgage  Rondn.  St  net  Y,  7h* 
Due  January  I,  2007 


Ito-Yokado  Co.,  Ltd. 

6%  Convertible  Debentures  due  August  31.  1992 


$200,000,000 

Home  Savings  and  Loan  Association 

7%%  Mortgage-Backed  Bonds,  Series  A.  Due  June  15.  1982 


jso.noo.ooo 
i  Diego  Gas  &  Electric  Company 

First  Mortgage  Br.nds,  8**,  Scries  Q  due  2007 


750,000  Shares 

Shaklee  Corporation 

Common  Stock 


^  $100,000,000 
er-American  Development  Bank 

%  Twenty-Five  year  Bonds  of  1077.  due  June  1.2O07 


1,200,000  Shares 

Levi  Strauss  &  Co. 

Common  Stock 


/instate 

Allstate  Financial  Corporation 

$75,000,000 
7%%  Senior  Notes  due  Apr, I  15, 1987 

$25,000,000 
8%%  Subordinated  Notes  doe  April  15. 1987 


Kraft,  Inc. 

7X0%  Sinking  Fund  Debenture* 
due  January  15,2007 


The  LTV  Corporation 


$75,000,000  of  9'/t%  Sinking  Fund  Debentx 
due  February  1, 1997 


1,050,000  Shares  of  Common  Slock 


$250,000,000 

CITICORP  © 

8«*  Notes  Due  July  1,  2007 


701,389  Shares 

WellTech,  Inc. 

Class  A  Common  Stock 


5,000,000  Shares 
UTILITIES  COMPANY 

Common  Stock 


300,000  Shares 

Southwestern  Electric  Power  Company 


8.16%  Preferred  Stock 


$100,000,000 

Kingdom  of  Norway 

VA%  Notes  Due  June  15.  1982 


Goldman,  Sachs  &  Co. 

New  York    Boston    Chicago  Dallas 
Detroit    Houston    Los  Angeles  Memphis 
Philadelphia   St.  Louis   San  Francisco 

International  subsidiaries: 
London   Tokyo  Zurich 


Uncommon  Capability 


DUKE  POWER 
IS  IN  THE  RIGHT  PLACE, 

AT  THE  RIGHT  TINE, 
WITH  THE  RIGHT  TEAM. 

The  Piedmont  Carolinas  area  is  one  of  the  fastest 
growing  in  the  country.  And  Duke  Power  is  in  a  unique 
position  to  serve  this  dynamic  region.  We  have  the  most 
efficient  generating  system  in  the  nation.  And  we're 
one  of  the  few  utilities  that  both  designs  and  constructs 
its  own  plants.  This  total  control  lets  us  build  our  new 
plants  for  less-per-kilowatt  than  most  other  utilities. 

Our  capital  efficiency  is  matched  in  our  operations. 
We  make  wide  use  of  the  more  abundant  domestic 
fuels:  coal  and  nuclear.  In  fact,  we're  a  leader  in  nuclear 
generation,  with  3  units  on  stream,  and  10  more  due 
for  completion  by  1990. 

But  our  greatest  strength  is  a  skilled  team  of  over 
13,000  men  and  women.  From  drawing  board  to  board 
room,  lineman  to  meter  reader,  they  produce  results. 
And  dividends.  The  Duke  Team  has  produced  206  con- 
secutive quarterly  cash  dividends  on  common  stock. 

The  Piedmont  Carolinas  area  is  growing,  and 
Duke  is  ready  to  provide 

t™dedfor       DUKE  POWER 


Forbes  Reprint 


Reprints  of  the  FORBES  essay  (Nov.  15,  1976),  "Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists,"  are  again  available.  To  order,  please  use  the  coupon 
below  and  include  payment  with  order. 

Price  Schedule 

1-   9  copies  $1.25  each  100-499  copies  .50  each 

10-  99  copies  .60  each  500  or  more  copies  .40  each 

FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

Please  send  me  copies  of  the  FORBES  essay.  I  have  enclosed  payment  with  my 

order. 

Name  

Add  ress  


City/State/Zip- 


(Please  allow  4  weeks  for  delivery.) 


Market  Comment 


as  much  as  has  the  SEC  is  the  computer. 
It  has  made  the  investment  business 
much  more  efficient,  almost  entirely 
eliminated  overtime  and  provided  a 
wealth  of  statistical  information  never 
before  available.  At  the  same  time,  it  has 
almost  completely  eliminated  the  per- 
sonal touch.  Except  to  one's  registered 
representative,  most  clients  today  are| 
just  numbers. 

Survival 

Men  like  B.C.  Forbes  and  myself,  as 
well  as  hundreds  of  thousands  of  others,  | 
gradually  absorbed  the  tremendous 
changes.  If  we  had  looked  ahead  to  many 
of  the  things  with  which  we  now  livej 
routinely,  we  would  have  concluded  that 
the  investment  business  simply  could 
not  survive.  Some  of  those  things  are 
income  taxes,  salary  withholdings,  statei 
and  federal  regulation  of  the  securities) 
markets  and  computers. 

Some  of  the  big  names  of  the  first  25| 
years  of  this  century  that  have  disap-j 
peared  are  American  Linseed,  American 
Hide  &  Leather,  American  Woolen, 
United  Fruit,  International  Mercantile 
Marine,  Calumet  &  Hecla,  Mexican  Pe- 
troleum, Pennsylvania  Railroad,  \ew| 
York  Central,  Studebaker,  Americanl 
Ice,  Endicott  Johnson  and  Swift  &  Co. 
Some  of  the  current  big  names  whichi 
B.C.  Forbes  would  not  recognize  are 
Amerada  Hess,  Alcan  Aluminium,  Joy| 
Manufacturing,  Occidental  Petroleum, 
Texas  Instruments,  Georgia-Pacific, 
United  Technologies  and  J.  Ray  McDer- 
mott.  Names  that  are  still  prominent] 
after  60  years  include  U.S.  Steel,  Gener- 
al Motors,  Southern  Pacific,  Union  Pacif- 
ic, Gulf  Oil,  General  Electric,  Westing- 
house,  International  Paper  andl 
International  Harvester. 

Having  read  this  far  in  the  column,] 
you  will  probably  be  asking  whether  in- 
vestors, and  persons  in  the  financial! 
community,  are  better  or  worse  off  today! 
than  they  were  in  the  long-ago  years 
when  B.C.  Forbes  wrote  under  the  nom| 
de  plume  of  Broadanwall  in  the  New\ 
York  Evening  Journal  (the  Hearst  pa- 
perl,  and  in  the  years  immediately  after 
he  founded  the  magazine.  The  answer, 
of  course,  is  purely  academic,  since  we 
must  live  in  our  own  time  just  as  Mr. 
Forbes  and  such  contemporaries  as  Jesse 
Livermore,  Roger  Babson,  Judge  Gary, 
Tom  Lamont,  Andrew  Mellon  and  Char- 
lie Schwab  lived  in  theirs.  Today  we 
have  fewer  towering  personalities  in  fi- 
nance, and  in  any  field  for  that  matter, 
than  we  had  in  the  first  quarter  of  the 
20th  century  .  Incomes  are  much  higher, 
and  the  dollar  as  well  as  the  franc,  tbej 
pound  and  the  lira  are  worth  much  less. 

■ 
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WERE  IS  R  WORD 

for  a  company  that 

PAYS  DIVIDEADS 
FOR  44  COflSECUTI  YE 

KPEADABLE. 


W.  R.  Grace  &  Co.  has  recently  again 
:reased  its  quarterly  dividend,  by  5.9%, 
the  annual  rate  of  $1.80.  In  fact,  Grace 
s  paid  a  dividend  every  year  since  1933. 
iring  those  44  years,  Grace  shareholders 
ve  received  more  than  $590  million  in 
/idends.  The  dividend  has  increased 
'times  in  that  period,  and  in  the  last 
years  has  grown  by  140%. 
These  figures  demonstrate  the  stamina  of 
e  company  and  its  earning  power.  During 
e  depression  of  the  thirties,  while  many 
-mpanies  were  struggling  to  stay  alive, 
ace  was  paying  dividends.  During  World 
aril,  when  labor  and  materials  were  scarce 
d  profits  hard  to  come  by,  Grace  con- 
iued  to  pay  dividends. 
In  the  past  25  years,  Grace  has  sold  its 
?amship  business,  moved  its  entire  base 
income  and  earnings  from  one  continent 
another,  and  restructured  its  business 
x  to  ensure  balanced  growth —never 
ssing  a  dividend  in  the  process. 
Now,  Grace  is  one  of  the  nation's  leading 
emical  companies.  A  growing  factor  in 


domestic  natural  resources.-  oil,  gas  and 
coal.  And  a  tough  competitor  in  certain 
select  areas  of  the  consumer  marketplace. 

In  44  years,  our  dividend  rate  of  growth 
has  averaged  6.8%  a  year;  our  stock  price 
has  risen  an  average  of  5.1%  a  year. 
dependable.  That's  one  of  the  words 
upon  which  the  company  was  founded  122 
years  ago.  Today,  it's  still  a  key  operational 
word  of  this  $3.6  billion  balanced 
enterprise. 

If  you  would  like  to  know  more  about  us 
and  how  our  dividends  grow,  write  for  our 
Annual  Report.  W.  R.  Grace  &  Co., 
Grace  Plaza,  1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  F-1 . 


W  R.  Grace  &  Co. 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


DIVIDENDS  PAID  PER  SHARE 


1.40 


1.20 


1.00 


■35  '40  '45  '50 


65  70  75  '80 


Announcing  an  authoritative 
new  source  for  commodity  news 


Free  ammunition  for  seasoned 
traders— a  futures  bulletin 
from  one  of  the  largest  com- 
modity brokers  in  the  world. 
Includes: 

A  summary  of  the  week's 
activity  for  up  to  12  com- 
modities. Trading  patterns. 
Charts.  Technical  and  funda- 
mental analyses.  Our  rec- 
ommended strategies. 
And  much  more. 

Thoughtful.  Disci- 
plined. Fact-filled. 
And  free.  Call  or  mail 
this  coupon  today. 

Mail  or  call  today— for  FREE  copy 

Write:  Merrill  Lvnch  Service  Center,  P.O.  Box  707,  Nevada,  Iowa  50201 
Call:  800-243-5000  toll-free  ( 1-800-882-5577  in  Connecticut).  SFO091 5 WFR 

□  YES,  please  send  me  the  latest  issue  of  your  special  futures  bulletin— packed 
with  free  ammunition  for  the  seasoned  trader. 

Name  


Address. 


City. 


State. 


Home  Phone. 


_Zip_ 


Business  Phone  

Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  L^nch  Pierce  Fenner  &  Smith  Inc. 

Copyright  1977  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc  Member,  Securities  Investor  Protection  Corporation  SIPO 


WORK  IN  THE 


OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Infl  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


.11  I  I 


MIAMI  1  LAKES 

14340  N.W.  60  Ave.,  Miami  Lakes,  Fla.  33014 
(305)821-1130. 

Miami  Lakes  Properties,  Inc. 
Registered  Real  Estate  Broker 


SAFEWAY 

The  nation's  largest 
retail  food  firm,  serving 
28  States  and  the 
District  of  Columbia. 

Fifty-two  consecutive 

years  of  dividend 
payments,  dating  back 
to  incorporation  in  1926. 

For  copy  of  Annual  Report, 
write  to: 

CONTROLLER 
SAFEWAY  STORES,  INC. 
OAKLAND,  CA  94660 


Market  Comme 


Because  of  the  tax  bite,  large  salad 
generally  buy  less.  It  is  more  difficult 
accumulate  a  fortune,  but  fortunes  a 
still  accumulated. 

The  minimum  wage,  for  which  ma< 
good  things  may  be  said,  unquestionaq 
has  caused  much  of  the  unemploymei 
in  the  service  industries.  Today  only  tl 
very  rich  are  able  to  obtain  or  affol 
domestic  help,  whereas  not  many  yea 
ago  a  man  with  an  income  of  $50, (XX) 
$1(X).(X)()  a  year  would  have  sever 
maids,  a  butler  and  a  chauffeur. 

In  the  first  quarter  of  the  century,  ar 
even  into  the  1940s,  a  college  educan 
cost  only  a  fraction  of  what  it  now  cos! 
but  it  was  just  as  difficult  for  a  family  I 
finance  a  year  at  college  at  $7(X)  to  $l,2ll 
as  it  is  today  at  $6,000  to  $8,0(X). 

Perhaps  the  greatest  change  has  be«l 
in  the  mobility  of  Americans.  Whel 
B.C.  Forbes  founded  this  magazine,  nil 
many  persons  went  to  Europe  or  eval 
across  the  country.  Indeed,  befoll 
World  War  I,  a  large  majority  nevil 
ventured  more  than  100  miles  away  fro|l 
where  they  were  born.  World  Warl 
began  to  change  all  that,  and  then  can] 
the  automobile,  hard-surface  roads  anl 
finally  the  airplane 

Flexible  Capitalists 

When  B.C.  Forbes  founded  the  mag) 
zine,  Henry  Ford  was  selling  his  Modi 
T  for  about  $265,  and  there  were  n| 
more  than  2  million  cars  and  trucks  I 
use  in  the  U.S.  I  remember,  for  u 
stance,  that  there  were  only  dirt  road 
between  Maine  and  Boston.  There  wei 
no  airports,  and  no  regularly  schedule 
airplanes.  Commercial  radio  broadcas 
ing  did  not  come  until  1920,  and  the! 
was  verv  little  television  till  after  Won 
War  II. 

The  single  greatest  cause  of  death  wi 
heart  failure,  followed  by  pneumonl 
and  consumption  (tuberculosis).  The< 
were  still  areas  of  smallpox,  even  in  th! 
country.  Some  of  our  common  word 
which  were  unknown  60  years  ago  at 
computers,  antibiotics,  television,  el« 
tronics,  microwave  and  semiconductors 

I  suppose  if  men  like  Charlie  Schwal 
Jesse  Livermore  and  Judge  Gary  coul 
come  back  today,  they  would  be  amaze 
at  the  drift  of  society  toward  socialisi 
and  the  way  in  which  capitalists  hav 
been  able  to  adjust  to  it.  There  is  littl 
probability  that  this  trend  will  be  arres| 
ed.  Indeed,  the  disease  of  inflation  a 
over  the  world  will  speed  up  that  treno 
Most  changes  in  the  economy,  howeve: 
have  evolved  because  of  social  and  ecc 
nomic  revolution  rather  than  at  the  baj 
lot  box.  Indeed,  humanity  seems  to  ao 
just  to  any  new  environment.  ■ 


FORBES,  SEPTEMBER  15,  1977 


.et  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 

Dlus  100  stocks  that  may  outperform 
wost  others  in  the  next  12  months 


n  otherwise  solid  stock  portfolio  can  be 
»rgely  undone  by  a  few  misfits"  So  it's 
nportant  to  be  able  to  identify  "weak ' 
locks  as  well  as  "strong''  ones  And  to  be 
nmediately  aware  of  significant  changes 
)  any  of  your  stocks.  That's  why  the  Value 
ine  Investment  Survey  every  week  of  the 
ear  ranks  1650  stocks — each  relative  to 
II  the  others — for  Probable  Market  Per- 
jrmance  in  the  next  12  Months,  as 
)llows: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2 

(Above  Average) 
850  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4 

(Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

lote:  Not  every  stock  will  always  perform  in 
ccordance  with  its  rank.  But  it  is  a  fact  that 
jvorably  ranked  stocks,  as  a  group,  have 
utperformed  poorly  ranked  stocks  with 
5markable  consistency  since  the  ranking 
ystem  was  introduced  in  1965 
/hile  past  performance  can  never 
uarantee  future  success,  this  record  of 
lore  than  12  years  of  successful  dis- 
rimination  strongly  suggests  that  you  can 
It  the  investment  probabilities  in  your  favor 
y  at  least  taking  note  of  what  the  Value  Line 
anks  are  saying. 

00  Stocks  to  avoid  now 

he  ranks  are  designed  to  measure 
robabilities.  We  expect  higher-ranked 
locks  to  go  up  more  in  a  rising  market — or 
own  less  in  a  market  drop — than  lower- 
jnked  stocks.  And  conversely  .  .  . 

We  expect  the  400  stocks  ranked  4  or  5 
for  performance  to  go  DOWN  MORE  or 
UP  LESS,  on  average,  than  the  1250 
others  within  the  12  months  directly 
ahead 

he  400  stocks  currently  ranked  unfavorably 
/alue  Line  Aug.  26)  include  some  very  big 
ames.  Just  a  few  cf  them  are  U.S.  STEEL. 
VITERNATIONAL  PAPER.  EXXON. 
TERLING  DRUG.  EASTMAN  KODAK. 
iREYHOUND  CORP..  UNION  CARBIDE. 
TANDARD  BRANDS.  (This  may  show  why 
ou  shouldn  t  confuse  the  exce'lence  of  a 
ompany  with  the  current  timeliness  of  a 
ommitment  in  the  stock.) 

ooking  for  performance? 

ven  if  your  primary  objective  is  yield,  or 
afety.  or  long-term  appreciation,  we 
uggest  you  stay  away  from  stocks  currently 
anked  4  or  5  by  Value  Line  for  Next-12- 
lonths  Performance. 

nd.  of  course,  if  superior  relative  price  ae- 
on is  what  interests  you  most,  then  we 
uggest  you  give  special  attention  to  the  100 
locks  currently  ranked  1  (Highest)  by  Value 
ine  for  Probable  Market  Performance  in 
le  Next  12  Months. 


mary  &  Index  presents  the  up-to-date  .  .  . 

a)  Rank  for  Relative  Probable  Price  Perfor- 
mance in  the  Next  12  Months — ranging 
from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of  8.0% 
and  up— Value  Line  Aug.  26). 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years— showing  the  future 

target''  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in 
the  230%  to  735%  range— Value  Line 
Aug.  26.) 

e)  Current  price  and  P/E.  plus  estimated  an- 
nual earnings  and  dividends  in  current  12 
months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings 
results,  and  estimated  quarterly  earnings 
twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

In  addition,  each  of  the  1650  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next  10 
weeks  for  only  $29  (about  half  the  regular 
rate).  We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay 
with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged 
our  long-term  subscribers  were  their 
number  smaller.  Your  trial  will  include  all  of 
the  following: 

EVERY  WEEK  a  new  SUMMARY  & 
INDEX  section  (32  pages)  showing 
the  current  ratings  of  1650  stocks  for  future 
relative  Price  Performance  and 
Safety— together  with  their  Estimated  Yields 


and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages)  with 
full-page  analyses  of  about  125  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1650 
stocks,  replacing  and  updating  the  previous 
reports  which  will  be  sent  to  you  already 
filed  in  your  binder  as  a  bonus.  Filing  takes 
less  than  a  minute  a  week.  All  this  material  is 
so  organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated  report 
on  almost  any  leading  stock 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock  —  plus  a  wealth  of  investment 
background  including  the  Value  Line  un- 
weighted averages  of  more  than  1650 
stocks. 

PLUS  THIS  $45  BONUS  Value  Lines 
complete  2000-page  Investors  Reference 
Service  (available  separately  for  $45). 
with  our  latest  full-page  reports  on  all  stocks 
under  review — fully  indexed  for  your  im- 
mediate reference— to  be  updated  by  new 
reports  sent  weekly. 

AND  THIS  BONUS,  TOO  The  64- 
page  booklet.  "Investing  in  Common 
Stocks.''  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  une- 
quivocal ratings,  one  for  Timeliness  (Perfor- 
mance in  next  12  months),  the  other  for 
Safety. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  in- 
vestments. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


SIGNATURE 


pdated  every  week 


very  week— for  EACH  of  1650  stocks— The 
alue  Line  Investment  Survey  in  its  Sum- 


I  The  Value  Line  Investment  Survey  '  : 

■  Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line 

|  Survey  (limited  once  to  any  household 

.  every  two  years)  and  send  me  the  two 

I  bonuses  listed  above.  Check  for  $29  is   

■  enclosed.  (Trial  subscriptions  must  be  ac- 
I  companied  by  payment.) 
I  SPECIAL  EXTRA  BONUS 
'  This  famous-make  pocket-size 
I  ELECTRONIC  CALCULATOR 

(with  full  memory)  given  to  you 

|  when  you  order  The  Value  Line 

■  Investment  Survey  for  one  year 
I  — and  send  payment  now. 

■  □  1  year  for  $285.  My  payment  is  en- 
I  closed— send  me  the  CALCULATOR  as 

■  my  extra  special  bonus.  (There  are  no 

■  restrictions  with  this  annual  subscription.) 
I  □  Bill  me  for  $285.  (Does  not  include  the 
'  calculator.) 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  res- 
son,  I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax  )  616E15 


An 

Alternative 
in  College 
Education! 


Programs  for 
BACHELORS 

MASTERS 
DOCTORATES 

Off  Campus  Study 
Program 

California  Western  Uni- 
versity offers  a  no-cost 
evaluation  program  to  the 
mature  adult  who  feels  his 
total  learning  experience, 
work  experience  education, 
vocational  training,  and 
functional  ability  has  de- 
gree level  equivalency. 

The  University's  ALTER- 
NATIVE study  programs  are 
intended  to  provide  quali- 
fied students  an  opportun- 
ity to  complete  the  specific 
degree  requirements  of  this 
university  in  a  substantially 
shortened  time  frame  of 
study,  with  no  classroom  or 
mandatory  seminar  attend- 
ance required.  All  programs 
are  self-paced,  and  the  stu- 
dent may  proceed  as  fast 
as  time  and  ability  permits. 

For  a  personal  evaluation 
of  your  work  experience 
education,  and  academic 
background,  send  detailed 
resume  and  other  related 
information  to; 


California 
Western  University 

700  North  Main  Street 
Santa  Ana,  California  92701 
(714)  547-9625 

A  Recognized  Candidate  for 
Accreditation,  Accrediting  Commission 

on  Higher  Education,  National 
Association  of  Private  Non-Traditional 
Schools  and  Colleges. 


Money  And  Investments 


Coping  With 
The  Present 

By  Heinz  H.  Biel 


I 


sn't  it  great  to  be  able  to  join  the 
sexagenerians  without  showing  any  of 
the  less  desirable  symptoms  of  advancing 
age?  All  you  see  is  a  wealth  of  accumulat- 
ed experience.  There  is  wisdom  and  ma- 
turity, solid  strength  and  a  splendid 
reputation — all  the  invaluable  attributes 
of  solid  success  which  cannot  be  ac- 
quired in  an  instant.  The  most  wonderful 
thing  about  Forbes  today  is  that  it  is  as 
vigorous,  ambitious,  competitive  and  in- 
dependent as  it  ever  was. 

I  have  had  the  good  fortune  to  have 
been  associated  with  Forbes  as  a  regular 
contributor  for  the  past  27  years.  It  has 
been  a  gratifying,  rewarding  and  enjoy- 
able experience.  I  have  cherished  the 
privilege  of  speaking  freely  without  be- 
ing restrained  by  editorial  muzzle.  Ex- 
cept for  the  few  occasions  when  faced 
with  a  deadline  and  nothing  worthwhile 
to  say,  writing  this  column  has  been  fun. 
I  am  confident  it  will  stay  that  way. 
These  past  60  years  have  really  been 


now  having  sales  of  over  a  billion  dollars; 
years  of  inflation  which  has  reduced  the 
dollar  to  a  fraction  of  its  former  value; 
undreamt  of  technological  develop- 
ments— radio,  TV,  computers,  jet  air- 
craft and  manned  trips  to  the  moon, 
atomic  bombs  and  nuclear  energy,  anti- 
biotics, etc.,  etc.  And  abroad,  the  end  of 
colonialism  and  the  rise  of  communism. 

I  suppose  the  decades  ahead  will  be  as 
lively  as  the  past  has  been.  Fortunately, 
we  can't  see  into  the  future.  I  am  afraid 
we  would  be  horrified  if  we  knew  what  is 
in  store  for  us.  Presumably  we  ll  muddle 
through.  And  Forbes  will  be  at  our  side 
just  as  it  has  been  in  the  past. 

We  Wall  Streeters  are  often  blamed 
for  being  myopic,  that  we  can't  or  won't 
see  much  beyond  today's  activities  in  the 
stock  market.  This  is  true,  but  only  to  a 
certain  extent.  After  all,  we  are  dealing 
with  investments  which  cannot  be  di- 
vorced from  their  price,  i.e.,  the  current 
price.  The  past  is  history;  the  future  is 
conjecture.  It  is  immaterial  to  know  that 
once  upon  a  time  Polaroid  sold  at  astro- 
nomically high  prices;  and  it  is  simply 
not  possible  to  predict  whether  this  stock 
will  ever  again  command  a  vastly  higher 
earnings  multiple  than  the  more  mun- 
dane type  of  stock.  We  have  to  deal  with 


.  .  It  is  immaterial  that  once  upon  a  time  Polaroid  sold  at 
astronomical  prices.  It  is  simply  not  possible  to  predict  if  it  will 
ever  again  command  a  vastly  higher  P/E  than  [the  average].  In 
this  business,  hoping  for  the  future  can  be  costly  .  .  ." 


an  incredible  era.  Perhaps  it  just  seems 
that  way  to  me  because  I  have  lived 
through  it  all  and  remember  it  well,  but 
the  aggregation  of  events  since  1917  is 
truly  mind-boggling:  11  presidents;  two 
world  wars  which  we  won;  two  lengthy 
East  Asian  wars  which  we  didn't  win;  the 
doubling  of  the  country's  population;  the 
gigantic  growth  of  the  public  sector,  ab- 
sorbing an  ever-growing  share  of  the  na- 
tion's product;  the  biggest  boom  and  the 
biggest  bust;  a  rise  of  corporate  business 
to  giant  size  with  over  350  companies 


Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


today's  facts  and  today's  prices.  In  this 
business  hoping  for  and  dreaming  of  the 
future  can  be  very,  very  costly. 

However,  we  cannot  afford  to  ignore 
trends  whose  future  effects  are  foresee- 
able today.  Inflation  is  and  will  remain  our 
foremost  concern.  Unless  you  believe  in  a 
faith  healer's  ability  to  perform  miracles, 
you  cannot  take  Carter  seriously  when  he 
promises  to  balance  the  budget  by  the 
time  he  starts  running  for  reelection.  We 
had  better  be  prepared  for  continued 
inflation  at  an  intolerable,  seriously  ero- 
sive pace  and  plan  accordingly. 

I  am  probably  unduly  optimistic  to 
figure  on  nothing  worse  than  an  average 
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tock  Comments 


ual  inflation  rate  of  about  6%  in  the 
s  ahead.  This  means  that  in  another 
to  12  years  our  dollar  will  have  been 
ped  bit  by  bit  down  to  barely  half  of 
present  value.  This  is  a  gruesome 
ipect  for  everyone  living  on  a  fixed 
me  or  facing  retirement, 
he  sad  thing  is  that  there  is  no  safe 
•stment  that  offers  more  than  only 
ial  protection.  I  do  not  know  of  any 
speculative  investment  that  pre- 
ss an  aftertax  income  of  as  much  as 

and  if  you  eat  that  income,  you  are 
■fleet  nibbling  on  your  capital.  The 
tion  of  this  problem  will  become  al- 
t  hopeless  if  the  Carter  Administra- 

prevails  with  its  intention  of  taxing 
capital  gains  as  ordinary  income,  re- 
lless  of  whether  or  not  such  apprecia- 

was  due  solely  to  inflation. 

?nchantment 

have  been,  by  profession  and  by 
ination,  partial  toward  common 
ks.  It  may  become  necessary  to  reex- 
ne  this  predilection,  if  the  preferen- 
tax  on  capital  gains  is  ruled  out  com- 
ely. Even  as  things  are  today,  the 
k  market  has  not  been  a  bed  of  roses. 
;  year  has  been  especially  disappoint- 
because,  actually,  nothing  has  gone 
ng.  Maybe  the  economy  has  been 

a  little  less  vigorous  than  had  been 
ected,  but  who  can  say  that  1977  is 
a  year  of  prosperity?  Corporate  prof- 
nay  be  uneven — superb  for  the  auto- 
)ile  industry  and  miserable  for  the 
lmakers — but  the  total  adds  up  eom- 
ibly  to  a  new  record.  And  the  same 
;  for  dividend  payments.  Yet  who 
Id  think  that  all  is  well  by  looking  at 
market  averages? 

negative  stock  market  such  as  we 
j  had  so  far  this  year  is  apt  to  breed 
ouragement  that  tends  to  grow  worse 
longer  the  sloppiness  lasts.  By  the 
3  stock  prices  hit  bottom,  as  they 
itually  do,  the  disenchantment  will 
;  reached  the  point  when  no  one 
ts  to  look  at  the  stock  tables.  Re- 
nber  the  fall  of  1974? 
lthough  I  see  no  indication  as  yet 

this  latest  downward  slide  has  run 
ourse,  it  is  important  to  keep  in  mind 

the  stock  market  is  not  a  one-way 
et.  It  can  go  the  other  way,  too.  With 
e  good-quality  stocks  down  as  much 
0%  or  more  from  their  highs  of  a  year 
so  ago  (viz.,  International  Paper, 
isanto,  Pittston  and  others),  some 
resting  values  are  beginning  to 
■rge.  When  pessimism  once  again  be- 
ies  all-pervasive,  the  time  will  have 
ved  to  pick  up  the  bargains.  ■ 


Three  ways  we  can  make  you 
more  successful  trading  the  market. 

If  you  trade  the  market  without  the  advice  of  your  broker,  we 
believe  we  can  make  you  more  successful  at  it. 

First,  we  positively  will  not  influence  your  trading  decisions.  Our 
business  is  deliberately  set  up  to  stay  out  of  them.  We  give  no 
advice,  pay  no  one  commissions,  and  carry  no  merchandise. 

Second,  we  give  you  the  best  odds  of  getting  the  best  price  on 
every  trade.  We  do  it  by  having  you  deal  directly  with  experienced 
order  execution  specialists  instead  of  securities  salesmen;  by 
backing  them  up  with  several  times  the  quotation  equipment 
available  to  most  salesmen;  and  by  providing  them  with  direct 
access  from  their  desks  to  every  exchange  and  principal  trading 
market  in  the  country.  All  of  this  results  in  both  speed  and 
savings.  Execution  and  confirmation  of  many  market  orders  occur 
while  you  are  on  the  telephone.  And  sometimes  you  save  an  extra 
1/16,  1/8  or  even  1/4  in  price. 

Third,  our  commissions  are  a  lot  lower  than  those  charged  by 
conventional  brokers.  While  our  commissions  vary  depending 
on  the  particular  trade  and  the  amount  of  business  you  do,  today 
they  average  54%  less  than  the  last  NYSE  rate  on  stocks 
and  30%  less  than  the  last  CBOE  rate  on  options.  These  discounts 
translate  into  an  average  savings  of  1%  every  time  you  turn 
your  money. 

To  find  out  more  about  how  we  can  make  you  more  successful 
at  trading  the  market,  send  the  coupon  below  for  our  free 
commissions  and  services  brochure  and  application  to  open  an 
account.  Or  call  us  directly  at  800-221-5338  toll  free.  In  New  York 
call  212-269-9127  collect. 


© 

SOURCE 


Complete  Execution  and  Custodial  Services. 
Stocks,  Stock  Options  and  Bonds.  Members  NASD.  SIPC. 

[71  Please  send  me  vnur  free  brochure  and  aDDlication. 


D  Please  send  me  your  free  brochure  and  application 

I  Name  

|  Address 
|  City. 


.State. 


.Zip. 


Tel.  No. 


I 
I 

IT  WW 


_  I 

—  I 

—  I 
  I 

Source  Securities  Corporation  I 
70  Pine  Street,  New  York,  N.Y.  10005  forq7^j 


□  Please  have  your  representative  call  me  at. 


.Hours  to  call.. 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Mln.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt) 

RESALE  ACCRUED  EQUITIES  me. 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.H.  Schoenwald 

380  Leiington  Ave.,  N.Y.C.  10017 
(212)M01-3S95 


A  Gift  for  all  Reasons 

You  know  us  for  our  Marble  Paperweights. 
Now  we  have  added  a  fine  line  of  quality 
Custom  Business  Gifts  and  Desk  Accessories. 
Perfect  for  Promotions,  Awards,  Commemora- 
tions, Anniversaries,  or  just  saying  "Thank 
You".  All  are  designed  to  carry  your  logo  or 
message  etched  in  Chrome  or  Brass  and 
enameled  in  your  colors. 

Low  Minlmums  •  No  Art  or  Color  Charges 
,  1    Send  For  Our  NEW  Full  Color  Catalog 

\9i  PAPERWEIGHTS,  INC. 

Dept  1K;  100  Broadway,  Garden  City  Park.  U  Y.  11040 
Tel.  (516)  741-2800 
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Introducing  TIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
executive  market  in  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
edition  ever  published  by  a  general  magazine  in 
Europe.  Its  rate  base  of  85,000  was  selected  by 
census  from  TIME  Europe's  subscribing  executive 
households  (one  out  of  every  three  is  in  the  new 
edition). 

Efficiently  priced  at  $3,570  for  a  black  and 
white  page,  this  exclusively  executive  edition  can  be 
used  on  its  own  or  as  a  demographic  supplement  to 
other  TIME  editions. 

A  5%  discount  will  be  earned  by  matching 


pages  in  TIME  EuroExecutive  and  any  larger  Atlant 
editions,  or  in  TIME  "T,"  the  demographic  editic 
reaching  top  management  in  the  U.S. 

TIME  EuroExecutive  is  available  every  othi 
week,  and  your  local  TIME  representative  will  r. 
glad  to  give  you  complete  information  on  how  1 
make  the  most  of  it.  TIME  EuroExeci 
tive. . .  another  innovation  from. . . 


TIME 

The  weekly  newsmagazine  of  the  world. 
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Britain's  Biggest 


Top  British  Fundman:  Save  &  Prosper 
Group's  W.  Lawrence  Banks  is  dis- 
appointed with  U.S.  investors. 


It's  really  quite  exasperating  to  see 
Americans  behaving  so  irrationally  of 
late.  Especially  in  the  stock  market. 
That's  the  complaint  of  W.  (for  William) 
Lawrence  Banks,  investment  director  of 
Britain's  powerful  Sav  e  &  Prosper  Group 
of  mutual  funds,  as  he  sprawls,  aching 
head  in  hand,  behind  his  desk  in  the 
company's  tiny  spartan  offices  off  Lon- 
don's Crosby  Square. 

"The  stock  market  performance  in  the 
U.S.  over  the  past  18  months  has  been 
terribly  disappointing,"  he  says  in  almost 
parental  tones.  "Much  less  good  than  we 
would  have  expected  on  any  internation- 
al comparison  basis.  We  really  can't  go 
on  bucking  the  market  trend  indefinite- 
ly, saying  the  market  looks  very  cheap  to 
us  when  all  it  does  is  get  cheaper. 

He  sighs  wearily.  "I  think  what  we 
have  done  is  to  underestimate  the  ex- 
treme nervousness  of  the  market  about 
things  none  of  which  seem  to  us  to  make 
very  much  sense.  I  think  also  we've  sig- 
nificantly  underestimated   the  disrup- 


tions which  have  occurred  inside  your 
brokerage  community  because  of 
changes  in  the  institutional  fee  structure. 
We're  very  concerned  about  the  profit- 
ability of  Wall  Street  firms.  It  worries  us 
because  of  the  research  

With  over  $1.3  billion  under  manage- 
ment (some  S350  million  of  it  in  variable 
life  policies),  Britain's  Save  &  Prosper 
Group  dominates  the  $5-billion  English 
mutual  Rind  business  to  a  far  greater 
extent  than  is  true  here  of  any  U.S.  hind 
group.  Large  even  by  U.S.  standards, 
with  mutual  hind  assets  (roughly  one- 
sixth  of  them  invested  in  U.S.  stocks) 
about  equal  in  size  to  the  T.  Rowe  Price 
Growth  Fund,  Save  &  Prosper  is  bigger 
in  Britain  than  the  next  two  mutual  fund 
management  groups  combined. 

Banks  can  be  excused  for  calling  Wall 
Street  (where  he  himself  worked  for  six 
years)  a  bunch  of  Nervous  Nellies:  his 
U.S.  portfolios  haven't  turned  out  to  be 
the  anchor  to  windward  he  had  hoped 
thev  would  be. 


TAX  PLAN  NOW! 

The  Federal  Oil  &  Gas  Land  Acquisition  Program 
is  one  of  the  most  wholesome, uncomplicated, 
100  %  tax  write-offs  available  today. 


eland  Capital  offers  people  like 
ourself  an  exciting  opportunity  to 
chieve  100%  tax  write-offs,  and 
ossible  ten-fold  appreciation  in  a 
hort-term  .  .  .  including  substantial 
oyalty  income  for  many  years. 

What  is  this  Federal  Oil  &Gas 
and  Acquisition  Program 

nyway?" 

ach  month,  the  government  offers 
arcels  of  land  for  lease  in  New 
lexico,  Wyoming,  Utah,  Colorado, 
lontana  and  other  Western  states 
irough  a  public  lottery.  You,  as 
n  individual  will  have  the  same 
hance  of  winning  as  the  largest  cor- 
oration,  because  each  can  enter  only 
ne  filing. 

How  do  I  find  these  lotteries  ? 

eland  Capital  has  the  expertise  to 
jview  each  parcel  before  filing  your 
ame.  This  assures  you  that  the  land 
worth  developing  by  the  oil  com- 


panies. Your  chance  of  winning  is 
dependent  on  consistent  and  selective 
filings. 


"But  I'm  not  an  oilman. 
What  do  I  do  if  I  win?' 

The  oil  companies  will  come  to  you! 
Not  only  will  you  receive  large  cash 
bonuses  for  the  parcel  you've  won; 
but  more  than  that,  you're  entitled  to 
a  substantial  monthly  royalty  override 
on  the  oil  produced,  which  qualifies 
for  a  high  depletion  allowance. 

•  Tax  plan  with  us  today! 

•  Take  your  tax  dollars  and  put 
them  to  work,  immediately. 

•  Create  an  opportunity  for  high 
capital  gain  . . .  additional  tax 
write-offs  . . .  and  substantial 
override  royalty  income,  for 
many  years  to  come. 


We  would  be  happy  to  send  you  an 
informative  booklet  with  complete 
details  about  the  Federal  Oil  &  Gas 
Land  Acquisition  Program.  THERE  IS 
NO  OBLIGATION.  Simply  fill  out  the 
coupon  below  and  return  it  today. 

LELAND  CAPITAL  CORP. 


Leland  Capital  Corporation 
1888  Century  Park  East— 6th  Floor 
Los  Angeles,  CA  90067 

Name  


F-9-15 


Address 
City  


State 


.Zip 


Phone:  Office. 
Home  


I 


(Please  check,  if  yes)  Have  you  ever 
□  applied  for  □  won  a  federal  oil  and 
gas  lease? 
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THE  ART  OF  BUSINESS: 

A  DIVIDEND  OF  CORPORATE  PRESTIGE 

Corporate  art  collections  are  a  specialty  of  Berry-Hill  Galleries. 
We  maintain  a  distinguished  inventory  of  original 
American  and  European  paintings  and  sculpture 
pertinent  to  business,  commerce  and  industry. 

For  further  information  about  the  art  of  yo«rbusiness 
contact  Frederick  D.  Hill  at 

Berry-Hill  Galleries,  Inc. 

743  Fifth  Avenue,  New  York,  N.Y.  10022  •  (212)  753-8130 


Pittsburgh  Steel  Mills  by  A.  H.  Gorson  (detail) 
illustrating  American  Industry  60  Years  Ago 


F.W.  WOOLWORTH  CO. 

congratulates 
Forbes  Magazine 

on  their 
60th  Anniversary 


K3 

Wvtolwortfx 


DEPARTMENT  STORES 


Richman 


BROTHERS 


K,nnoy 


Money  And  Investments 


Lord  knows  he  needs  such  an  anchor. 
For  openers,  the  tense  British  market  is 
poised  to  boom  or  bust  on  the  first  news ! 
of  major  wage  settlements  this  fall  ("over 
30%  and  all  bets  are  off,"  says  Batiks, 
who  thinks  a  15%  increase  more  likely). 
Second,  despite  the  company's  name, 
the  fact  is  S&P's  700,000  chiefly  British 
unit-holders  have  not  been  saving  lately. 
Rather,  on  balance  they  have  been  sell- 
ing their  shares  in  closed-end  funds  (in 
which  S&P  is  a  major  investor). 

Coupled  with  the  strain  of  that  selling 
pressure  was  the  sudden  reversal  last 
March  of  a  13-year-old  position  by  the 
U.S.  Internal  Revenue  Service  which 
permitted  variable  life  policies  held  by 
U.S.  citizens  to  be  treated  as  tax  shel- 
ters. This  had  the  effect  of  stopping  fur- 
ther sales  in  the  U.S.  by  S&P's  highly 
successful  First  Investment  Annuity  Co. 
of  America  subsidiary,  whose  annual 
premiums  went  from  $8  million  to  $140 
million  since  S&P  took  over  in  1972.  So 
it's  clear  that  S&P  s  owners — merchant 
bankers  Robert  Fleming,  Baring  Broth- 
ers and  Atlantic  Assets  (managed  by 
Edinburgh's  Ivory  &  Sime)  with  26.3% 
each,  plus  Bank  of  Scotland,  Phoenix 
Assurance  and  S&P  top  management — 
haven't  been  prospering  either. 

While  Banks  concedes  that  S&P's 
$240-million  Investment  Trust  Units,  a 
mutual  fund  investing  solely  in  closed- 
end  funds,  has  been  "a  very  serious 
problem  over  the  past  several  years,"  he  \ 


". .  .  'We  really  can't  go  on 
saying  the  U.S.  market  looks 
very  cheap  to  us  when  all  it 
does  is  get  cheaper' . . ." 

insists  it  wasn't  poor  performance.  With 
the  squeeze  on  the  great  British  middle 
class,  closed-end  fund  holdings  that 
could  be  liquidated  at  half  the  capital- 
gains  rate  paid  on  ordinary  stock  hold- 
ings were  the  first  to  go.  That  was  a ! 
major  factor  that  led  closed-end  shares  to 
sell  off  so  sharply  that,  by  1975  and  1976, 
they  were  going  at  discounts  of  over  40% 
from  net  asset  value. 

With  no  way  to  stop  the  bleeding  in 
closed-ends,  Save  &  Prosper  boldly 
counterattacked  in  the  U.S.  in  its  other 
key  area  of  expertise:  variable  life  poli- 
cies. Secure  in  a  history  of  12  years  of 
favorable  tax  rulings,  S&P  bought  In- 
vestment Annuity  and,  slowed  only 
briefly    by    "management  problems,' 


- 
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launched  a  massive  new  marketing  effort 
in  the  U.S.  with  enormous  success. 

"Then  in  March  the  IRS  said  their  tax 
rulings  on  us  had  been  wholly  incorrect 
for  12  years  straight,  which  stopped  us 
dead  in  the  water.  It's  pretty  difficult  to 
regard  as  fair  being  put  abruptly  out  of 
business  by  a  unilateral  fiat  without  giv- 
ing us  a  hearing,  when  in  effect  we  res- 
cued a  bankrupt  company."  S&P  is  ap- 

".  .  .  'We  all  know  what  to  do 
if  we  don't  get  an  inflation- 
ary explosion  from  wage  set- 
tlements this  autumn'  . .  ." 


pealing  in  every  way  imaginable 
(including  having  a  bill  introduced  in  the 
Senate),  but,  says  Banks,  "We  feel  very 
bitter  about  it." 

Meanwhile,  as  Banks  sits  on  the  edge 
of  his  chair  watching  the  British  market's 
reaction  to  wage  demands,  he  is  on  the 
sidelines  in  Wall  Street  waiting  for 
"some  sort  of  indication  of  a  more  posi- 
tive market." 

What  might  he  consider  buying?  "We 
had  a  good  run  obviously  in  oil,"  he  says, 
"so  we  won't  be  putting  any  more  in 
that.  We  probably  followed  the  horde 
into  the  so-called  smokestack  stocks:  the 
heavy  chemicals  and  basic  industries, 
which  did  very  well  for  us,  but  we  didn't 
get  out  of  them  soon  enough.  I'm  not 
convinced  about  the  capital  expenditure 
boom.  I  want  to  see  evidence,  not  fore- 
casts. So  I  would  have  thought  we  would 
still  want  to  stick  to  the  retail  sector  or 
else  the  sort  of  Midwest  nuts-and-bolts 
companies  which  we've  been  going  in  for 
lately — small  machinery  or  parts 
suppliers." 

And  the  British  market?  Banks  smiles 
and  looks  directly  up  at  the  ceiling.  "We 
all  know  what  to  do  if  we  don't  get  an 
inflationary  explosion  from  wage  settle- 
ments this  autumn,"  he  says.  "You  ought 
to  be  fully  invested  now  because  the 
market  is  still  reasonably  priced.  Profit- 
ability seems  to  be  improving,  and  you 
Dught  to  get  some  freedom  on  dividends 
Torn  mid- 1978  on — which  will  strength- 
en the  market.  But  what  to  do  if  you  get 
[an  inflationary  explosion — whether  you 
iught  to  be  in  equities,  gilt-edged  gov- 
ernment securities,  gold,  the  dollar  pre- 
mium or  just  depart  for  a  sunnier 
:lime — I  think  none  of  us  has  the  faintest 
notion.  At  the  moment  we  tend  to  be 
cautiously  optimistic,  but...."  ■ 


Reduce  government  intervention 
in  your  salary 

With  taxes,  the  government  sees  more  of  your 
income.  While  you  see  less. 

Oursolutioa 

Fidelity  Municipal  Bond  Fund 
changes  that  flow  of  capital. 
Our  Fund  seeks  high 
tax-free*  income. 

There  is  no  sales 
charge  or  redemption  fee. 
The  minimum  invest- 
ment is  $2500. 
Learn  more  today. , 


If  your  joint 

taxable 
income*  is: 

Your  income 
tax  bracket 

is: 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of: 

$24-28,000 

36% 

7.81%  9.38% 

$36-40,000 

45% 

9.09%  10.91% 

$64-76,000 

55% 

11.11%  13.33% 

$100-120,000 

62% 

13.16%  15.79% 

•There  can,  of  course,  be  no  guarantee  that  Fidelity  Municipal 
Bond  Fund  will  achieve  any  particular  tax-exempt  yield.  While 
a  substantial  portion  of  the  income  will  be  exempt  from 
Federal  income  taxes,  portions  of  such  distributions  may  be 
subject  to  some  state  or  local  taxes. 

CallR^e(800)225-6190 

In  Mass.  Call  Collect  (617)726  0650 


Box  832,  Dept.  FF70915 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information,  including 
management  fees,  other  charges  and  ex- 
penses, please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send 
money. 

NAME 
ADDRESS 

CITY  STATE  ZlF  I 

FIDELITY  GROUP  1 

Over  $3  billion  of  assets  under  management. 


Penn  Square 
counts  the  result, 
not  the  race. 


Like  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 

We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Penn  Square  Mutual  Fund 

PO.  Box  1419,  Reading,  Pa.  19603 
Phone:  (215)  376-6771 
A  No- Load  Fund 


CALL 


800- 
638-1527 

or  (301)  547-2136  collect 

*  Income  may  be  suhiect  to  taxes. 

in  some  slates.  .  ? 


A  no-load  fund.  Free  prospectus.  Call  or  write  I 
Rowe  Price  Tax-Free  Income  Fund,  1 00  East 
Pratt  Street,  Baltimore.  Maryland  21202. 
 Dept.  A6 


ROWE  PRICE 
TAX-FREE  INCOME  P 


For  more  complete  information  including  management  tee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money 
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Venture  Capital 


Does  Ex-Businessman  Jimmy 
|  Carter  Have  A  Long  Memory? 


By  Thomas  P.  Murphy 


".  .  .  Small  business  ...  is  wildly  opposed  to  relief 
on  the  double  taxation  of  corporate  profits  .  .  ." 


Mil 

W  W  ashington  giveth  and  Washington 
taketh  away.  Sometime  next  month, 
when  the  Carter  Administration  reveals 
its  tax  reform  proposals,  we  may  all  know 
just  how  much  it  intends  to  give  and  how 
much  it  intends  to  take. 

The  immediate  evidence,  for  venture 
capital,  is  cheering.  A  variety  of  propos- 
als favoring  small  companies  and  venture 
investors  is  getting  talked  about,  and  the 
Administration  is  credited  with  being 
dead  earnest  in  its  desire  to  help  small 
companies.  Skeptics  on  that  point  are 
reminded  that  Jimmy  Carter,  former 
peanut  warehouseman,  got  a  much- 
needed  loan  guarantee  from  the  Small 
Business  Administration  a  few  years 
back,  and  he  has  a  good  memory. 

Meantime,  the  Senate  Small  Business 
Committee  is  a  wonder  of  accord.  Its 
omnibus  bill  (S.  1815)  has  19  sections 
that  would,  in  a  swoop,  clear  away  much 
of  the  regulatory  impedimenta  and  oner- 
ous tax  provisions  that  are  dragging  small 
companies  down.  The  bill  is  based  on 
what  has  come  to  be  called  the  Casey 
Report  (William  Casey,  former  SEC 
head)  that  was  detailed  in  this  column  on 
Apr.  15.  It  was  reported  out  of  commit- 
tee with  bipartisan  endorsement.  In- 
deed, the  whole  issue  of  helping  small 
business  has  come  to  be  nonpartisan. 

Adding  to  this  glow,  eight  of  the  small 
business  lobbying  groups  (750,000  mem- 
bers) have  gotten  their  own  acts  together 
to  rally  behind  a  single  banner  they  have 
named  COSIBA,  the  Council  of  Small 
and  Independent  Business  Associations, 
and  they  have  agreed  to  jointly  support 
four  tax  law  changes  and  oppose  a  fifth. 
The  changes  small  businessmen  have  fi- 
nally decided  they  agree  upon  are: 

•A  graduated  corporate  income  tax, 
with  six  steps.  Assuming  a  corporation 
earned  $150,000  it  would  pay  $36,000  in 
taxes  instead  of  today  s  $58,500.  Above 


Mr.  Murphy  heads  a  venture  capital  firm. 
Partnership  Dankist,  Stamford,  Conn. 


$150,000,  the  tax  rate  would  go  to  48%. 

•  Simplified  and  accelerated  depreci- 
ation schedules  for  capital  investments. 
The  problem  today  is  that  small  busi- 
nessmen, and  their  accountants,  do  not 
take  advantage  of  investment  tax  credits 
and  accelerated  depreciation  schedules 
because  these  things  are  too  complicated 
for  them.  Net  effect  would  be  to  help 
small  companies  accumulate  a  little  more 
capital  by  deferring  payment  of  taxes. 

•The  big  one,  as  far  as  the  venture 
capitalists  are  concerned,  is  the  deferral 
of  capital  gains  taxes  on  the  sale  of  stock 
in  a  small  company  if  the  proceeds  are 
invested  in  another  small  business  with- 
in two  years.  COSIBA  s  argument  is  that 
the  present  Code  puts  a  tremendous  bias 
in  favor  of  selling  small  companies  to  big 
ones  in  exchange  for  stock  to  avoid  creat- 
ing a  taxable  event. 

•  Finally,  COSIBA  wants  a  technical 
change  in  the  IRS  Code  that  would  per- 
mit small  firms  to  use  cash  instead  of 
accrual  accounting  when  computing  tax 
liabilities  for  inventories  that  are  largely 
income-producing.  One  example:  In 
many  small  companies  the  princfpal  as- 
set is  accounts  receivable  and  the  busi- 
nessman finds  himself  with  a  tax  bill  on 
his  "profits"  before  he  has  collected  his 
receivables. 

Left  High  And  Dry 

These  four  items  are  what  small  busi- 
ness wants.  Now,  what  it  does  not  want 
is  a  cloud  no  bigger  than  Mount  Everest 
hanging  over  small  business'  head. 
COSIBA  is  wildly  opposed  to  relief  on 
the  double  taxation  of  corporate  profits. 
It  is  on  this  point  that  small  and  big 
business  sharply  disagree. 

Putting  that  in  perspective,  if  the  Ad- 
ministration found  a  way  to  relieve  the 
double  taxation  on  dividends,  COSIBA 
fears  emerging  companies  would  be  left 
with  even  less  access  to  capital  markets 
than  they  have  now. 

To  explain:  A  corporation  today  must 
earn  $1  before  taxes,  roughly  speaking, 


to  put  26  cents  after  taxes  into  the  pocket 
of  a  middle-income  shareholder.  This  as- 
sumes the  corporation  pays  48%  of  its 
profits  in  taxes,  and  the  shareholder's 
incremental  tax  bracket  is  50%.  If,  to 
take  the  extreme,  dividends  paid  to 
shareholders  were  made  fully  deductible 
from  corporate  income,  just  as  interest 
paid  to  service  debt  is  today,  then  the 
big,  mature  corporations  could,  over- 
night, double  dividends  to  their  share- 
holders at  no  cost  to  themselves. 

It  sounds  marvelous,  and  the  spoil- 
sport attitude  of  small  business  toward 
the  bonanza  needs  explanation.  The  rea- 
soning is  that  only  mature  companies  can 
pay  meaningful  dividends.  Small  growth 
companies,  on  the  other  hand,  are  in  the 
capital  accumulation  stage  and  have  to 
plow  their  earnings  back  into  expansion. 
Thus  small  business  would  be  hopelessly 
disadvantaged  in  its  competition  for  cap- 
ital. Add  to  that  a  further  disadvantage 
for  small  companies — the  also-rumored 
increase  of  long-term  capital  gains  taxes 
to  50% — and,  in  the  opinion  of  most 
venture  capitalists,  small  business  would 
be  altogether  out  of  the  race  for  money. 

What  are  the  probabilities  of  any  or 
some  combination  of  these  changes  hap- 
pening? They  seem,  from  what  I  can 
learn,  fairly  good  that  small  business  and 
venture  capital  will  get  some  sort  of  help 
in  this  coming  session  of  Congress.  And 
what  about  that  cloud,  no  bigger  than 
Mount  Everest,  the  talk  of  relieving  the 
double  taxation  on  dividends?  For  my 
authority  on  that,  I  move  from  Washing- 
ton to  lower  Manhattan.  If  the  sorry 
performance  of  the  stock  market  reflects 
Wall  Street's  opinion  of  the  situation, 
The  Street  assesses  the  odds  on  relief 
from  double  taxation  of  dividends  as 
something  less  than  zero. 

Put  these  vagaries  together,  and  1978 
might  just  turn  out  to  be  a  good  year  for 
small  business  and  venture  capital  in 
Washington. 

Washington  giveth.  Washington  tak- 
eth away.  Let  us  pray.  ■ 
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Opportunity.  For  those  of 
you  who  didn't  have  an  old 
family  recipe  for  fried  chicken. 

America  is  still  the  land  of  oppor 
tunity  but  unfortunately  most  of 
us  don't  have  a  multi-million  dol 
lar  secret  recipe.  Where  are  we 
to  turn  for  opportunity? 

Well  you  don't  have  to  be  a  mar- 
keting genius  to  successfully 
trade  commodity  futures  on  the 
Chicago  Mercantile  Exchange— 
you  just  have  to  be  right.  Really. 
That's  all  there  is  to  it.  You  take  a  position  on  which  way  the  price 
of  a  certain  commodity  is  going.  If  you're  right,  you  make  money. 
If  you're  wrong,  you  lose. 

We're  not  suggesting  that  you'll  make  a  fortune  in  a  year  or  two. 
That's  still  quite  unusual.  But  it  probably  happens  more  often  in 
futures  markets  than  anywhere  else. 

If  you'd  like  more  information  on  futures  trading  call  toll-free 
800-243-5676  in  the  continental  G.S.  In  Connecticut,  call 
1-800-882-6500.  Or  send  in  the  coupon. 

— — — — —   Mail-in  Coupon  — —  ■  


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 


Your  name  Your  address 


Please  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.    Dept  4405 

Live  cattle  Frozen  skinned  hams     (IS.  silver  coins  Canadian  dollars     Lumber  Frozen  eggs 

Feeder  cattle  Boneless  beef  United  States  treasury  bills         British  pounds        Russet  Burbank  potatoes  Milo 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Fresh  eggs  Butter 

Frozen  pork  bellies     Gold  Japanese  yen  Mexican  pesos       Nest  run  eggs  Turkeys 


A  Federally  Licensed  Contract  Market 


FINANCIAL 
INDUSTRIAL 

INCOME 
FUND,  INC. 

A  NO-LOAD  MUTUAL  FUND 

No  sales  charge 
No  redemption  fee 


Financial  Programs,  Inc. 

P.O.  Box  2040,  Denver.  CO  80201 

Mail  a  free  FIIF  prospectus  to 


4-FB-5-F133-15 


Name  

Address . 

City  

State  


-Zip. 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  35  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  October  3,  1977 
to  shareholders  of  record  at  the 
close  of  business  September  9, 
1977. 

R.  E.  FONVILLE 
Secretary 

Dallas,  Texas 
August  19,  1977 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 

information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Money  And  Investments 


H 


Scared  Stiff 

By  Stanley  W.  Angrist 


flood, 


lave  all  the  hot-blooded  speculators 
who  normally  make  the  commodity  mar- 
kets boil  over  five  days  a  week  died? 
They  seem  to  be  giving  a  pretty  fair 
imitation  of  rigor  mortis.  This  unnatural- 
ly inactive  state  has  been  attributed  to 
the  fact  that  at  every  turn  a  speculator  is 
forced  to  look  straight  into  the  beady 
eyes  of  a  bear.  And  nothing  kills  specula- 
tive interest  faster  than  bear  markets. 
(Why  this  should  be  so  we  will  leave  to 
those  who  make  their  living  probing  our 
psyches.) 

Speculators  love  bull  markets  and 
shun  bear  markets,  and  even  they  know 
that  makes  no  economic  sense.  After  all, 
it  is  just  as  easy  in  the  commodity  market 
to  be  short  as  it  is  to  be  long,  and  there- 
fore the  opportunity  for  profit  is  equal. 
(Indeed  it  has  been  observed  on  a  num- 


lookout    for    every    day — w 
drought  and  pestilence. 

After  examining  recent  commodity 
prices,  one  comes  up  with  an  untenable 
position:  Commodities  are  too  cheap  to 
sell,  and  I  don't  have  sufficient  hope  to 
buy.  But,  fortunately,  that  is  only  the 
conclusion  you  reach  at  first  glance.  If 
you  dig  hard  enough,  you  can  find  a  few 
trades  that  have  risk/reward  ratios  that 
appear  to  offer  the  possibility  of  satisfac- 
tory results. 

In  the  Aug.  1  issue  I  recommended  a 
Minneapolis/Chicago  wheat  spread  that 
so  far  appears  to  be  working  satisfactori- 
ly. Now  I  would  like  to  examine  the 
other  intercity  combination  traded  in  the 
wheat  market — Kansas  City/Chicago. 
The  reasons  for  buying  KC  and  selling 
Chicago  (March  contracts)  appear  to  me 
to  be  compelling. 

First,  let's  review  the  wheat  business 
briefly.  Our  winter  wheat  crop  consists 
of  two  types:  hard  red  winter  wheat 
raised  in  Kansas,  the  Texas  and  Oklaho- 
ma panhandle,  and  the  plains  of  Texas 
and  Oklahoma;  and  soft  red  winter  wheat 
that  is  produced  in  Illinois,  Indiana, 
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Credit:  Department  of  Agriculture  f 

I,  .  || 

World  Wheat  Carryover 

The  world  wheat  crop  this  year 
(1977/78)  seems  headed  for  high 
levels,  which,  added  to  wheat  car- 
ryover levels,  could  set  up  some 
interesting  speculative  possibili- 
ties in  hard  red /soft  red  wheat. 

•  Preliminary.     World  data  based  on  aggregate  of 
t  Projected.           differing  local  marketing  years. 
 _  1 

i 

ber  of  occasions  that  prices  fall  much 
faster  than  they  rise.) 

Yet  it  is  the  raging  bull  that  gets  the 
speculator  rushing  to  the  phone  to  talk  to 
his  broker.  And  what  are  the  major  fac- 
tors that  give  rise  to  a  bull  market?  Oh, 
just  those  things  that  we  are  all  on  the 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities . 


Ohio  and  Missouri.  The  former  is  used  in 
making  bread,  the  latter  in  crackers  and 
pastry.  Hard  red  is  traded  at  Kansas 
City,  while  Chicago  handles  most  of  the 
soft  red  wheat. 

The  great  wheat  crop  that  the  world  is 
bringing  in  this  year  (see  chart)  is  setting 
up  a  situation  that  makes  the  KC/Chicago 
wheat  spread  look  interesting.  Stotler  & 
Co.  of  Chicago  has  analyzed  this  trade  and 
thinks  that  the  following  factors  will  cause 
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Commodities 


ansas  City  to  move  out  to  around  a  15- 
int  premium  to  Chicago: 

•  Producers  of  hard  red  wheat  in  the 
mthwest  are  generally  strong  holders 

their  production  under  the  loan 
ogram. 

•  It  now  appears  that  Australia  and 
her  competitors  in  the  world  hard 
heat  market  are  "sold  out"  after  recent 
hina  purchases,  and  new  buyers  must 
irn  to  the  U.S. 

•  Central-states  producers  of  soft  red 


. .  .  At  every  turn  a  spec- 
tator looks  straight  into 
le  beady  eyes  of  a  bear  .  .  ." 


heat  will  begin  to  move  their  wheat  to 
arket  (thereby  depressing  Chicago 
ices)  in  order  to  make  room  for  the 
:pected  large  harvest  this  fall  of  soy- 
;ans  and  corn. 

It  should  also  be  noted  that  soft  red 
heat  has  a  greater  tendency  to  deterio- 
te  in  quality  in  on-farm  storage  than 
)es  hard  wheat.  In  the  Southwest  hard 
heat  is  the  main  crop,  and  in  surplus 
jars  like  this  one  producers  have  a  ten- 
?ncy  to  aggressively  use  the  govern- 
ent  loan  program  to  finance  their  next 
jar's  production.  The  placing  of  large 
nounts  of  hard  wheat  under  loan  re- 
oves  wheat  from  the  market  at  current 
rices  and  takes  on  added  importance 
ven  the  current  world  wheat  situation, 
xporters  would  be  forced  to  bid  up  cash 
rices  in  order  to  fulfill  any  large  export 
"der  for  hard  wheat. 
Furthermore,  the  huge  amount  of  soft 
heat  available,  especially  from  the  Eu- 
■pean  Economic  Community  (where 
»ft  wheat  exports  are  subsidized),  will 
ive  a  tendency  to  stop  prices  from  ris- 
|g  for  soft  red  (Chicago)  wheat  in  re- 
lonse  to  exports.  EEC  wheat  will  also 
ovide  tough  competition  in  those  areas 
'here  it  has  a  transportation  advantage. 
Iso,  in  late  fall  when  navigation  is 
osed  down  on  the  Great  Lakes,  soft  red 
heat  stocks  are  effectively  shut  off  from 
le  export  market. 
Buy  Kansas  City/sell  Chicago  March 
heat  at  no  more  than  4  cents  KC  premi- 
n  to  Chicago.  If  Kansas  City  moves  to  a 
|  cent  discount  to  Chicago,  bail  out  of 
>e  trade.  If  the  Kansas  City  moves  to  a 
f-cent  premium,  take  your  profits.  The 
inimum  margin  on  this  trade  is  around 
'50  per  spread.  The  roundturn  com- 
ission  per  spread  is  $90.  ■ 


MARKETING  GROWTH 

MAPCO's  1 6  yeor  growth  pattern  is  continuing 
into  1977.  In  the  first  quarter,  MAPCO's 
marketing  arm,  Thermogas,  posted  a 
gain  of  13%  in  propane  sales  over 
the  first  quarter  of  1976.  Other  di- 
visions were  equally  impres- 
sive, contributing  to  MAPCO's 
fast  start. 

To  learn  more  about 
MAPCO,  the  scrappy 
little  pipeline  com- 
pany that  grew 
into  a  major 
diversified 
energy 
company, 
write  for 
our  latest 
report. 


t 
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Compare  Michigan 
National's  Performance: 

Return  on  Average  Assets. 


Bank 

Holding  Company 

3ankAmerica 


Assets 
Billions  of  dollars 
12/31/76 

$739 


Bank 

Holding  Company 

Michigan  National  Corporation 


Return  on 
average  assets 
1976 


Citicorp 

643 

J  P  Morgan 

0*79 

Chase  Manhattan 

45.6 

Citicorp 

069 

Manufacturers  Hanover 

31  5 

BankAmerica 

0  52 

J  P  Morgan 

288 

First  Chicago 

050 

Chemical  New  York 

266 

Manufacturers  Hanover 

0  50 

First  Chicago 

198 

Western  Bancorp 

048 

Western  Bancorp 

197 

Chemical  New  York 

037 

Michigan  National  Corporation 

37 

Chase  Manhattan 

0  24 

Return 
on  Equity. 

Earnings 
Data. 

For  the  second  consecutive  year.  Forbes 
Magazine  ranked  Michigan  National  Corpora 
tion  number  one  in  Return  on  Equity  a 
five-year  average  of  18  7%  for  MNC  vs  a 
Bank  Industry  Median  of  12  4% 


Sla  Months  Ended  June  30 

1977  1976 


Increase 


Net 

ncome     $16  551.000  $13,531,000  22% 
r  Share      2  45  2  00 

Unaudited  Primary  Basis) 


A.  Inc 

Michigan  National  Corporation 

'Symbol  MNCO) 

Sixteen  affiliated  banks  with  191  offices  in  71  Michigan  communities. 
Total  Assets  over  S4.0  Billion  Depositor  Protection  Accounts  over  S306.OOO.0OO 
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It's  time 
we  took  porky  out  of 
the  pokey. 


Alcan  Aluminum  salutes  America's  pigs 
lor  a  job  well-done.  And  we  firmly  believe 
that  creatures  as  bountiful  as  our  fine 
American  swine  should  have  greater  public 
understanding.  And  shouldn't  be  forced  to 
live  in  old-fashioned,  dreary  confinement. 

So  Alcan  Aluminum  has  asked  its  affiliate, 
the  Fabral  Corporation,  of  Lancaster,  Pa., 
to  go  all  out  for  pigs.  Fabral  specializes 
in  agricultural  building  materials  and  helps 
progressive  farmers  build  the  most  modern 
piggeries.  With  the  best  in  insulated 
aluminum  siding  and  roofing.  To  help  keep 
pigs  snug  in  winter.  And  cool  and  refreshed 
in  the  summer. 

Alcan  believes  that  to  understand  pigs  is 
to  love  them.  Contrary  to  foul  rumor,  most 
pigs  don't  want  to  live  dirty.  Most  pigs  would 
rather  live  clean  if  people  would  let 
them.  And  even  if  pigs  often  like  to  wallow 
in  cooling  mud  on  hot  summer  days,  if  the 
facilities  are  provided,  they  also  love 
to  take  showers  just  like  people. 

Alcan  and  Fabral  are  proud  to  be  serving 
our  nation's  pigs.  But  we  haven't  forgotten 
other  important  members  of  our  national 
nutrition  team.  Like  beef  cattle,  dairy 
cows  and,  of  course,  our  wonderful  chickens. 
For  all  of  whom  we  can  help  farmers  erect 
modern,  low-cost  structures  that  go  up 


quickly,  require  little  maintenance  and  give 
excellent  year-round  shelter. 


Alcan  and  Fabral  are  a  growing  force  in 
the  modernization  of  America's  agricultural 
industry.  But  why  not  find  out  what  else 
Alcan  is  up  to— in  the  United  States, 
in  Canada,  and  in  more  than  100  other 
countries?  Write  for  our  booklet, 
"Alcan. The  aluminum  company. "Address: 
Alcan  Aluminum  Corporation,  A\\. 
100  Erieview  Plaza, Department  lo^^iillij, 
Cleveland,  Ohio  44114.  ^lcan 


Alcan.  The  aluminum  company. 
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If  Only 
We'd  Sold! 

By  Peter  G.  Banzhaf 


ell,  we've  done  it  again. 
The  stock  market  underwent  a  signifi- 
cant decline,  and  most  of  us  forgot  to 
sell.  So  here  we  sit,  caught  in  our  own 
optimism,  with  a  list  of  equities  some  of 
which  are  down  20%  from  their  highs. 

What  a  mistake  it  is  not  to  sell  when  a 
major  move  has  been  made  in  the  mar- 
ket or  in  a  group  of  stocks!  This  time, 
perhaps,  we  can  be  forgiven  for  not  hav- 
ing sold  the  quality  growth  stocks  after 
the  recovery  of  1975.  By  previous  stan- 
dards they  did  not  appear  vulnerable. 
But  can  we  forgive  ourselves  for  not 
selling  the  smokestackers — chemicals, 
metals,  papers,  machinery  stocks,  all  of 
heavy-industry  America  that  we  know 
lives  by  the  cycle? 

Well,  did  we  sell?  No.  The  whole 
market  looked  cheap,  earnings  and  divi- 
dends were  on  the  rise  (and  perhaps  still 
are),  and  we  wanted  to  believe  in  the 
bedrock  strength  of  the  recovering 
economy. 

So,  instead  of  selling  our  Monsanto  in 
the  90s  or  high  80s,  we  can  watch  it  loiter 
in  the  low  60s,  unhappily  recognizing 
that  it  is  too  late  to  sell,  wishing,  some- 
how, that  we  just  didn't  own  the  stock. 
And  Monsanto,  unfortunately,  is  not  an 
isolated  example. 

Costly  Negligence 

The  lesson  ought,  by  now,  to  be  clear. 
When  a  handsome  profit  stands  before 
you  in  a  fully  mature  company,  it  is  very 
often  a  mistake  not  to  take  it.  Unless 
you're  absolutely  convinced  that  you 
possess  the  almost  saint-like  patience  of  a 
long-term  investor  and  your  shares  the 
characteristics  of  a  long-term  invest- 
ment, hanging  around  to  see  what's  go- 
ing to  happen  can  turn  into  a  costly  piece 
of  negligence. 

There  have  been  other  examples  of 
major  moves  that  went  unharvested. 

Mr.  Banzhaf  is  a  vice  president  with  Robert 
W.  Baird  &  Co.  Inc.,  Milwaukee,  Wis. 


During  the  steep  and  unforgettable  de- 
cline of  1973-74,  influenced  by  a  pre- 
scient relative,  I  found  myself  in  posses- 
sion of  a  few  shares  of  Giant  Yellowknife, 
the  Canadian  gold-mining  concern. 
What  a  delight  it  was!  While  the  rest  of 
the  market  was  getting  clobbered,  my 
shares — along  with  the  price  of  gold — 
were  moving  relentlessly  higher.  But  I 
forgot  to  sell.  The  feeling  of  victory  was 
so  sweet,  the  trend  so  intact,  I  couldn't 
bring  myself  to  do  it.  The  result  was  that 
the  shares  I  had  acquired  at  10,  and 
which  had  sold  as  high  as  27,  were  finally 
eliminated  at  10.  I  had  participated  in 
the  old  round  trip. 

Left  With  Nothing 

Selling,  of  course,  is  a  difficult  propo- 
sition. If  you  sell  too  soon,  you  must  live 
with  the  anguish  of  watching  higher 
prices.  But  at  least  you  have  a  profit,  a 
thousand  bucks  to  put  down  on  a  Mer- 
cedes 450SL,  a  small  triumph  to  enlarge 
upon  as  time  passes.  If  you  sell  too  late, 
however,  you  may  have  nothing.  Or 
worse,  another  loss  that  you  must,  some- 
how, try  to  earn  back. 

Investors,  of  course,  aren't  particular- 
ly fond  of  paying  taxes  and  will  use  that 
as  a  reason  for  not  taking  a  profit.  Admit- 
tedly, taxes  play  a  heavy  role  in  our 
investment  thinking.  But  stock  market 
profits  often  have  been  evanescent  in 
recent  years,  and  it  seems  to  me  that  if 
anything  at  all  appears  questionable 
about  a  given  security,  held  at  a  profit,  it 
ought  to  be  turned  over  with  thanks  to  a 
willing  bidder.  Pay  the  taxes;  it's  better 
than  a  tax-loss. 

Having  failed  to  sell  high,  we  are  left 
with  the  other  half  of  the  investment 
admonition — buy  low.  And  there  are 
stocks  around  that  are  low.  I  am  still 
strongly  attracted,  for  instance,  to  RCA, 
which  seems  to  have  made  a  fundamen- 
tal turnaround.  The  key  is  Edgar  Grif- 
fiths, president  and  CEO,  who  makes 
things  happen.  Six  of  the  company's  sev- 
en major  product  and  service  categories 
showed  earnings  increases  during  the 
second  quarter,  which  produced  a  new 
alltime  earnings  high  (92  cents)  for  any 
quarter  in  RCA's  history.  The  Street  es- 


Try 

gg  \ <##l^»There  are  so  many  special 
•#  wHflwlb  occasions.  And,  one  of 
tCTlflCVnCSS  the  best  is  shared 
by  just  the  two  of  you.  Candlelight,  wine  and 
magnificent  aged  Filets.  From  Omaha  Steaks. 
Perfect!  Experts  select  and  prepare  each 
Filet.  Their  artistry  in  cutting  and  aging  is  your 
assurance  of  the  utmost  in  enjoyment.  Try  a 
little  tenderness  soon. 

No.  460  Six  6-oz.  Filet  Mignon,  VA" 
thick  (reg.  $30)  Del'd  .  .  .  $19.50 
Save  $10.50.  Limit  2  Valid  only  in  48  connected 
States.  Arrival  in  perfect  condition  guaranteed. 
Phone  or  mail  order.  Use  major  credit  card  and 

Call  Free  (800)  228  90SS 

24-page  catalog  of  our  complete  line  free  with 
order.  For  catalog  only  send  $1 


3. 


fmaha  Steaks  u 

Dept.  3208,  4400  So.  96th  St 


Omaha,  NE  68127 


ON  STOCK  AND  OPTION 
COMMISSIONS 

Listed  Stocks:  $25  plus  5<t  to  81/2(J  per  share 
Listed  Options:  $2  50  to  $8.50  per  contract. 
Assignments  &  Exercises: 

$25  plus  4$  per  share 

OTC  Stocks  on  NASDAQ: 

$25  plus  40  to  4V20  per  share. 


No  minimum  commission 
for  partial  executions 


We  pay  interest  of  5% 
on  balances  over  $2,000 
awaiting  investment. 


CALL  TOLL  FREE  (800)  225-6707 

In  Mass  CalM -800-392-6077 
In  Boston  Call  742-2600 

BROWNc^COMPANY 

SECURITIES  CORPORATION    ESTABLISHED  1960 

35  Congress  Street.  Boston,  Mass  02109 
Member  Boston  and  Philadelphia  Stock  Exchanges 


"Showers  of  Diamonds' 

Fountains  by  RAIN  JET® 

Seen  at  Disneyland,  Sea 
World,  etc.  Now  available  for 
homes  or  as  gifts.  Patented 
Extremely  beautiful. 
Jewel-like  droplets.  Water 
recirculates.  Send  $1.00. 
for  Full-Color  Literature. 

RAIN  JET  CORP. 
Dept.  FBS(213)  849-2258 

301  S  Flower  St.,  Burbank.  CA  91503 
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Any  media  buyer  reading 
Dun's  Review  earns  too  much 
to  still  be  buying  media. 

If  he  qualifies  for  Dun's  Review,  he's  not  only  earning 
the  salary  of  a  top  corporate  executive,  he  is  one. 

To  qualify  you  must  be  a  Chairman,  President,  Vice- 
President  or  top-level  manager  of  a  company  with  a  net  worth 
of  $l-million  or  more. 

And  only  43,987  of  America's  4,548,000  companies 
— only  1  <Vo — can  boast  such  a 
figure.  Yet  that  l°7o  accounts  for 
66%  of  the  nation's  sales  volume. 

Dun's  Review  lets  you  talk  to 
the  leaders  of  that  prestigious  1%. 
Without  paying  a  fortune  for  it. 

So  use  Dun's  Review.  This 
kind  of  discerning  judgment 
could  help  you  rise  from  buyer 
to  subscriber. 

For  Clout  with  ledBers,  not  followers. 


What  your  home  could 
have  in  common  with  the  Met, 
thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Calder,  Chagall,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

( Hank  Laventhol's  tranquil 
etching  "Hampton  Beach"  is  just 
one  of  the  many  fine  prints  we've 
I  recently  made  available. ) 

Our  expert  advice  and  full 
money-back  guarantee  are  your 
assurances  that  the  art  you  buy 

^^^^^^^^^^^^'^^^^^     descriptive  brochure,  without 


HANK  LAVENTHOL's  •  Hampton  Beach' 


Original  print  collectors  group,  Ltd 

120  East  56th  Street.  Dept.  F13,  New  York.  N.Y.  10022 
□  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE. 


obligation.  + 
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Market  Trend 


timate  for  1977  is  $3.35,  up  from  $2.tt 
last  year,  and  the  number  for  1978  i] 
$3.95.  Currently  selling  at  28  (dowJ 
from  32),  the  shares  yield  better  than  49 
and  look  cheap  to  me. 

Another  attractive  stock  is  Brings  ij 
Stratton,  which,  while  not  nearly  as  wel 
known  as  RCA.  has  dominated  its  marke 
for  years.  Briggs  (26,  down  from  33)  ii 
the  owner  of  a  very  clean  balance  shaa 
and  a  strong  cash  position.  The  firm  i: 
the  largest  producer  of  single-cylinder 
four-cycle  gasoline  engines  in  the  world 


".  .  .  Can  we  forgive  our- 
selves for  not  selling 
the  smokestackers — 
chemicals,  metals,  papers, 
machinery  stocks?  .  .  ." 


It  is  three  times  as  big  as  its  nearest 
domestic  competitor  and  eight  times 
larger  than  any  foreign  producer.  Its 
product  is  used  in  all  kinds  of  found* 
around-the-home  equipment:  push 
lawn  mowers,  garden  tractors,  riding 
mowers,  snowblowers,  etc.  And  the 
manufacturers  that  use  them  have  come 
to  depend  on  Briggs  &  Stratton  engines 
over  many,  many  years. 

This  company,  which  also  has  other 
significant  products,  is  a  high-quality  op-i 
eration  and  returns  better  than  20%  on| 
equity.  Currently  selling  at  less  than  101 
times  our  estimate  for  fiscal  1978  ($2.65), 
the  yield  is  almost  4.5%.  Admittedly,  the| 
small-engine  business  does  not  sound! 
exciting.  But  it's  been  very  profitable1 
and,  by  any  long-term  measurement,  the 
stock  has  been  an  impressive  performer. 
Opportunities  to  buy  it  at  this  kind  ofl 
price  have  been  few. 

Another  stock  that  is  down  sharply  is 
MGIC  Investment  Corp.,  the  nation  1 
largest  and  pioneer  private  insurer  of) 
residential  mortgages.  MGIC  (15)  may 
earn  as  much  as  $1.85  a  share  this  year, 
up  from  $1.15  last  year.  Here  s  a  stock 
that'  has  been  selling  over  21  this  year 
and  that  once  sold  in  the  90s.  MGIC 
seems  to  have  most  of  its  problems  be- 
hind it  and  is  worth  a  hard  look. 

As  appealing  as  I  find  these  companies 
now,  however,  it  is  conceivable  that! 
there  will  be  a  time  to  sell  them  in  the 
future.  They  are,  after  all,  run  by  mortals 
and  could  become  victims  of  the  market- 
place just  like  any  other  enterprise. 
Should  that  time  arrive,  I  will  try  veryj 
hard  not  to  miss  it.  ■ 
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what  is 

OXY? 


OXY  IS  CHEMICALS  Occidental  Petroleum  Corpora- 
tion is  among  the  top  ten  industrial  chemical  companies 
in  the  United  States — first  in  sodium  chlorate  produc- 
tion; third  largest  manufacturer  of  chlorine;  a  leader  in 
many  other  solvents  and  compounds.  A  major  producer 
and  worldwide  marketer  of  fertilizers  and  agricultural 
chemicals.  A  large  producer  of  sulphur  in  the  U.S.  and 
Canada.  In  phosphate  rock  mining,  plastics,  metal  treat- 
ing and  plating. 

OXY  IS  COAL  The  nation's  fourth  largest  coal  company 
producing  approximately  18  million  tons  per  year  of 
metallurgical  and  steam  coal  and  with  estimated  con- 
trolled reserves  of  about  3.8  billion  tons. 


OXY  IS  OIL  One  of  the  world's  important  producers  of 

crude  oil  as  well  as  a  transporter  and  marketer  of 

crude  oil  domestically  and  internationally. 

OXY  IS  GROWING  A  productive  and  profitable  natural 

resources  company  with  present  shareholders'  equity 

in  excess  of  $1.5  billion  and  with  gross  revenues  for 

1977  projected  to  be  almost  $7  billion. 

OXY  IS  INTERESTING  For  copies  of  Oxy's  most  recent 

annual  and  quarterly  progress  reports,  write  to  the 

Department  of  Public  Relations: 


OCCIDENTAL 
□XY  PETROLEUM 

CORPORATION 

Executive  Offices:  10889  Wilshire  Blvd.,  Los  Angeles,  CA  90024 


How  to  choose  your 
corporate  communication! 


agency. 


Telling  your  corporate  communications  story  effectively 
demands  special  talents  and  experience  that  most  agencies  don't 
possess.  To  be  sure  your  case  is  presented  properly,  look  for  these 
four  qualifications  before  picking  your  corporate  communications 
agency: 


Total  communications 
capability: 

Your  agency  should  be 
equally  skilled  in  advertising 
and  public  relations.  Only 
then  can  they  advise  you  on 
the  basis  of  what  is  in  your 
interest,  not  theirs. 


Doremus  is  one  of  the  few  agencies  in 
the  world  with  truly  balanced 
strengths  in  advertising  and  public 
relations.  In  fact,  we  are  equipped 
today  to  handle  any  type  of 
communications  which  your  company] 
may  require:  advertising,  public 
relations,  graphic  design,  annual 
reports,  booklets,  marketing,  research. 


A  proven  track  record: 

You  have  a  right  to  expect 
that  your  agency  will  be 
seasoned  in  the  complexities 
of  communicating  your 
corporate  story  to  the 
business  and  financial 
community. 


Doremus  has  been  a  leader  in 
corporate  advertising  and  public 
relations  since  1903.  We  consistently 
rank  first  or  second  in  advertising 
placed  in  Forbes,  The  New  York 
Times,  The  Wall  Street  Journal, 
Fortune.  We  distribute  over  3, 500 
news  stories  a  year  for  leading  U.S. 
corporations,  and  feature  articles  on 
our  clients  appear  regularly  in 
Americas  leading  publications. 


Depth  of  talent:  With  Doremus,  you  have  a  staff  of  over\ 

In  communications,  people  300  corporate  communications 

make  it  happen.  special ists  working  in  your  behalf. 

These  professionals  have  won  more 
awards  for  excellence  in  corporate  and\ 
financial  communications  than  any 
other  agency.  And  we  can  serve  you 
through  a  network  of  offices  in  major 
cities  here  and  abroad. 


Doremus 

We  talk  business 
to  business. 


Measured  results: 

You  should  always  be  able  to 
know  whether  and  to  what 
degree  your  corporate 
communications  effort  is 
accomplishing  its  goals. 


At  Doremus,  we  have  a  unique  method\ 
of  measuring  communications 
effectiveness,  a  method  that  has  provenl 
of  great  value  to  our  clients. 


Contact  Frank  Schaffer,  Chairman,  or  Barry  McMennamin,  President, 
Doremus  &  Company,  120  Broadway,  N.Y.,  N.Y.  10005.  Or  telephone 
(212)  964-0700. 


FORBES  CLASSIFIED  appears  on  the  pre- 
ceding pages  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 


Index  of  Advertisers — September  15,  1977 

In  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertisements.  Those 
advertisers  designated  with  a  star  *  will  provide  information  only  to  those  requests  which  include  company  name  and  job  title.  Please  see 
Readers  Service  Card  next  to  the  Third  Cover  of  this  issue  for  those  requests  which  Forbes  will  process. 


Forbes 


□  ACF  INDUSTRIES,  INC  46 

Agency:  Ketchum,  MacLeod  &  Grove,  Inc. 

□  ADT   65 

Agency:  Y&R  Enterprises  Inc. 

□  AETNA  LIFE  &  CASUALTY   38-39 

Agency:  Case  &  McGrath  Inc. 

□  ALCAN  ALUMINUM  CORPORATION  ....276 

Agency:  The  Marschalk  Company 

★  ALEXANDER  &  ALEXANDER  INC.      . .  .Port  24 

Agency:  The  C.T.  Clyne  Company,  Inc. 

□  ALLEGHENY  LUDLUM 

INDUSTRIES,  INC  Port  160 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

□  ALLIED  VAN  LINES,  INC  Port  123 

Agency:  Creamer  FSR  Inc. 

□  ALLIS-CHALMERS  CORPORATION      .  .Port  54 

Agency:  Hoffman,  York,  Baker  &  Johnson, 
Inc. 

AMERADA  HESS   211 

Agency:  J.  Walter  Thompson  Company 

□  AMERICAN  CAN  COMPANY   196 

Agency:  Marquardt  &  Roche  Inc. 

□  AMERICAN  ENTERPRISE  INSTITUTE    ...  172 

Agency:  Wagner  &  Baroody,  Inc. 

★  AMERICAN  EXPRESS  COMPANY   4-5 

Agency:  Ogilvy  &  Mather  Inc. 

□  AMERICAN  GAS  ASSOCIATION,  INC  8 

Agency:  J.  Walter  Thompson  Company 

□  AMERICAN  INTERNATIONAL  GROUP  10-11 

Agency:  Waring  &  LaRosa  Inc. 

★  AMERICAN  TELEPHONE  & 

TELEGRAPH  CO  51 

Agency:  Ayer  ABH  International 

AMFAC,  INC  232 

Agency:  Hill  and  Knowlton,  Inc. 

AMOCO   204 

Agency:  D'Arcy-MacManus  &  Masius 

★  ARMCO  STEEL  CORPORATION     . . .  .194-195 

Agency:  Communication  Associates 

ASARCO  INCORPORATED   Port  124 

Agency:  The  C.T.  Clyne  Co.,  Inc. 

□  AVCO  CORPORATION   165 

Agency:  Keiler  Garrett  McKinlay  Advertising 

★  AVIS  RENT  A  CAR  SYSTEM,  INC  89 

Agency:  Doyle  Dane  Bernbach  Inc. 

□  BMW  OF  NORTH  AMERICA,  INC  84 

Agency:  Ammirati  Puris  AvRutick  Inc. 

★  BANKERS  TRUST  COMPANY   Port  82 

Agency:  Doyle  Dane  Bernbach  Inc. 

BANK  OF  HAWAII   56 

Agency:  Seigle  Schiller  Rolfs  &  Wood,  Inc. 

THE  BANK  OF  NOVA  SCOTIA   48 

Agency:  MacLaren  Advertising  Limited 

★  BARCLAYS  BANK   97 

Agency:  Publicitas  Limited 

I  BARNES  GROUP  INC  188 

Agency:  Marsteller  Inc. 

BARRON'S   Ill 

Agency:  Albert  Frank-Guenther  Law,  Inc. 


BECHTEL  CORPORATION   197 

Agency:  The  Dakis  Concern 

★  BEECH  AIRCRAFT  CORPORATION      .  .Port  35 

Agency:  Brewer  Advertising  Inc. 

□  BENEFICIAL  CORPORATION   193 

Agency:  Al  Paul  Lefton  Company  Inc. 

★  BERRY  HILL  GALLERIES 
INCORPORATED  270 

Agency:  Joyce  Golden  &  Associates,  Inc. 

BLYTH  EASTMAN  DILLON  &  CO. 
INCORPORATED   44  &  231 

Agency:  Doremus  &  Company 

BOISE  CASCADE  CORPORATION    .  Port  50-5 1 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 

□  BORDEN  INC   117 

Agency:  Conahay  &  Lyon,  Inc. 

BRANIFF  INTERNATIONAL 

CORPORATION     Port  120-121 

Agency:  Dillon  Gordon,  Hawkey  Shortt 

BRISTOL-MYERS  COMPANY   207 

Agency:  Boclaro,  Inc. 

□  BROWN  &  COMPANY  277 

Agency:  Kemco  Advertising  Incorporated 

BROWN  &  WILLIAMSON 

TOBACCO  CORPORATION   190 

Agency:  Zimmer  McClaskey  Lewis 
Incorporated 

BURLINGTON  NORTHERN  INC  .161 

Agency:  BBDO,  Inc. 

★  BUTLER  MFG.  CO  86 

Agency:  Valentine-Radford,  Inc. 

□  CIT  FINANCIAL  SERVICES   246 

Agency:  Ketchum,  MacLeod  &  Grove  Inc. 

□  CALIFORNIA  WESTERN  UNIVERSITY     . .  .266 

Agency:  Collegiate  Business  Services 

★  CANON  COPIERS   15 

Agency:  Dentsu  Corporation  of  America 

□  CARILLON  IMPORTERS,  LTD. 

GRAND  MARNIER   Back  Cover 

Agency:  Martin  Landey,  Arlow 
Advertising  Inc. 

★  J  I  CASE  COMPANY   66-67 

Agency:  Bozell  &  Jacobs,  Inc. 

□  CENTRAL  TELEPHONE  & 

UTILITIES  CORPORATION   146 

Agency:  Hatton,  Knaus  &  Partners,  Inc. 

CHAMPION  INTERNATIONAL 
CORPORATION   135 

Agency:  Benton  &  Bowles,  Inc. 

THE  CHASE  MANHATTAN  BANK      Port  22-23 

Agency:  Doremus  &  Company 

□  CHEMICAL  BANK   Port  49 

Agency:  Marsteller  Inc. 
CHEVRON  OIL  COMPANY   223 

Agency:  BBDO,  Inc." 

□  CHICAGO  MERCANTILE  EXCHANGE     ...  .273 

Agency:  Cohen  &  Greenbaum,  Inc. 

CHUBB  GROUP  OF 

INSURANCE  COMPANIES   33 

Agency:  Muller  Jordan  Herrick  Inc. 


□  CITIES  SERVICE  COMPANY   149 

Agency:  Grey  Advertising  Inc. 

THE  CITIZENS  AND  SOUTHERN 

BANKS  IN  GEORGIA   Port  93 

Agency:  Cole  Henderson  Drake,  Inc. 

CITY  INVESTING  COMPANY   30 

Agency:  Ogilvy  &  Mather  Inc. 

CLARK  EQUIPMENT  COMPANY   78-79 

Agency:  Marsteller  Inc. 

COASTAL  STATES  GAS 

CORPORATION   252 

Agency:  Advantage  Associates 

★  COCA-COLA  COMPANY 

AQUA-CHEM  DIVISION   49 

Agency:  McCann-Erickson,  Inc. 

□  COLT  INDUSTRIES  INC  Port  78-79 

Agency:  Marsteller  Inc. 

★  COMMERCIAL  CREDIT  COMPANY   3 

Agency:  W.B.  Doner  and  Company 
Advertising 

★  COMPUTER  CAPITAL  CORPORATION     . .  .252 

Agency:  The  Paramount  Agency  Advertising 

□  CONRAC  CORPORATION   28 

Agency:  Poppe  Tyson,  Inc. 

CONTINENTAL  BANK   Port  10-11 

Agency:  Tatham-Laird  &  Kudner 

★  THE  CONTINENTAL  CORPORATION   52 

Agency:  Marsteller  Inc. 

□  CONTINENTAL  OIL  COMPANY   Port  21 

Agency:  Posey  and  Parry  Inc. 

□  CONTINENTAL  TELEPHONE 
CORPORATION   248 

Agency:  Henry  J.  Kaufman  & 
Associates,  Inc. 

□  CORNING  GLASS  WORKS   208-209 

Agency:  Winterkorn,  Hammond  and 
Lillis,  Inc. 

□  CRANE  CO  114-115 

Agency:  Doremus  Uptown 

□  CROUSE-HINDS   242 

Agency:  Rumrill-Hoyt,  Inc. 

□  CRUM  &  FORSTER 

INSURANCE  COMPANIES   Port  138 

Agency:  Benton  &  Bowles,  Inc. 

□  DE  BEERS  CONSOLIDATED 

MINES,  LTD  Port  106-107 

Agency:  N.W.  Ayer  ABH  International 

DELTA  AIR  LINES,  INC  123 

Agency:  Burke  Dowling  Adams,  Inc. 

□  DENNY'S,  INC  198 

Agency:  David  Crawley  Ltd. 

DILLON,  READ  &  CO.  INC  245 

Agency:  Doremus  &  Company 

★  DINERS  CLUB   255 

Agency:  Wunderman,  Ricotta  & 
Kline,  Inc. 

★  DOREMUS  &  COMPANY   280 

DREYFUS  CORPORATION   259 

Agency:  Rapp  &  Collins,  Inc. 
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□  DUKE  POWER  COMPANY   262 

Agency:  Long,  Haymes  &  Carr,  Inc. 

★  DUN  &  BRADSTREET   105 

Agency:  Edwin  Bird  Wilson  Incorporated 
DUN'S  REVIEW   278 

★  E.I.  DU  PONT  DE  NEMOURS 

&  COMPANY   37 

Agency:  N.W.  Ayer  ABH  International 

□  ESB  INCORPORATED   228 

Agency:  The  Aitkin-Kynett  Co.,  Inc. 

□  EAGLE  PICHER  INDUSTRIES,  INC  248 

Agency:  George  Tassian  Organization,  Inc. 

EASTERN  AIR  LINES,  INC  Port  26 

Agency:  Young  &  Rubicam 
International  Inc. 

★  EASTMAN  KODAK  COMPANY   103 

Agency:  Rumrill-Hoyt,  Inc. 

★  EASTMAN  KODAK  COMPANY   26 

Agency:  J.  Walter  Thompson  Company 

□  EMERY  AIR  FREIGHT  CORPORATION  ....25 

Agency:  Delia  Femina,  Travisano  & 
Partners  Inc. 

★  EMPLOYERS  INSURANCE 

OFWAUSAU   Port  119 

Agency:  The  Cramer-Krasselt  Co. 

□  ENSERCH  CORPORATION   184 

Agency:  Hill  and  Knowlton,  Inc. 

□  EQUITABLE  VARIABLE  LIFE 
INSURANCE  COMPANY   43 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 
ETHYL  CORPORATION   241 

Agency:  Gaynor  &  Ducas 
EXXON  CORPORATION   233 

Agency:  McCaffrey  and  McCall,  Inc. 

★  FMC  CORPORATION   91 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 

□  FIDELITY  GROUP   271 

Agency:  Quinn  &  Johnson,  Inc. 

FINANCIAL  PROGRAMS,  INC  274 

Agency:  Broyles,  Allebaugh  &  Davis,  Inc. 
FIRESTONE  TIRE  &  RUBBER  CO.     .  .Port  147 

Agency:  Sweeney  &  James  Co. 
THE  FIRST  BOSTON 

CORPORATION   162-163 

Agency:  Doremus  &  Company 

★  THE  FIRST  NATIONAL  BANK 

OF  BOSTON   18 

Agency:  Humphrey  Browning  MacDougall 
Inc. 

★  THE  FIRST  NATIONAL  BANK 

OF  CHICAGO   170-171 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 

★  FIRST  PENNSYLVANIA  BANK   24 

Agency:  Spiro  &  Associates 

□  FIRST  TENNESSEE  NATIONAL 
CORPORATION   120 

Agency:  John  Malmo  Advertising,  Inc. 

□  THE  FLINTKOTE  COMPANY   220 

Agency:  Ketchum,  MacLeod  &  Grove  Inc. 

★  FLORIDA  DEPARTMENT  OF  COMMERCE 
DIVISION  OF  ECONOMIC 
DEVELOPMENT   104 

Agency:  Arthur  L.  Gray  and 
Associates,  Inc. 

FORT  HOWARD  PAPER  COMPANY     .Port  105 

Agency:  Marsteller  Inc. 

□  FRUEHAUF  CORPORATION   Port  91 

Agency:  Burton  Sohigian  Inc. 

□  H.B.  FULLER  COMPANY   206 

Agency:  Bozell  &  Jacobs,  Inc. 

GAF  CORPORATION   50 

Agency:  Daniel  &  Charles  Associates,  Ltd. 

★  GATX  CORPORATION   Port  13 

Agency:  Lee  King  &  Partners,  Inc. 


THE  JOS.  GARNEAU  CO. 

(OLD  BUSHMILLS)   225 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 

GENERAL  CIGAR  &  TOBACCO  CO./ 
DIVISION  OF  CULBRO  CORPORATION     . .  104 

Agency:  Ogilvy  &  Mather  Inc. 

★  GENERAL  ELECTRIC  INFORMATION 
SYSTEMS   150-151 

Agency:  Advertising  &  Sales  Promotion 
Operations 

GENERAL  REINSURANCE  CORPORATION  47 

Agency:  McLaughlin,  DelVecchio 
&  Casey,  Inc. 

GENERAL  TIRE  &  RUBBER  COMPANY     .  .221 

Agency:  D'Arcy-MacManus 

&  Masius  Advertising 

★  GEORGIA  DEPARTMENT  OF 

INDUSTRY  &  TRADE   Port  122 

Agency:  Gerald  Rafshoon  Advertising 

Inc. 

□  GEORGIA-PACIFIC  CORPORATION  214-215 

Agency:  McCann-Erickson,  Inc. 

★  GIRARD  BANK   80 

Agency:  Montgomery  and  Associates, 
Inc. 

GOLDMAN,  SACHS  &  CO  261 

Agency:  J.  Walter  Thompson  Company 

★  THE  B.F.  GOODRICH  COMPANY   36 

Agency:  Hill  and  Knowlton,  Inc. 

□  GOODYEAR  TIRE  &  RUBBER  COMPANY  155 

Agency:  Campbell-Ewald  Company 

□  GOULD  INC.   Port  133 

Agency:  Marsteller  Inc. 

□  W.R.  GRACE  &  CO  263 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

□  GREAT  NORTHERN  NEKOOSA 
CORPORATION   202-203 

Agency:  Lord,  Geller,  Federico,  Inc. 

★  GREYHOUND  PACKAGE 

EXPRESS   Cover  4-5-6 

Agency:  Grey-North  Inc. 

□  GROW  CHEMICAL  CORPORATION      .Port  110 

Agency:  Kelly,  Nason  Incorporated 

□  HALLIBURTON  COMPANY   227 

Agency:  Alexander,  Warnock  Advertising, 
Inc. 

□  HARRIS  CORPORATION   Port  96 

Agency:  Edward  Howard  &  Co. 

★  HARRIS  TRUST  &  SAVINGS  BANK   213 

Agency:  Leo  Burnett  U.S.A. 

HART  SCHAFFNER  &  MARX   116 

Agency:  Hart  Services,  Inc. 

HEERY  ASSOCIATES,  INC  199 

Agency:  James  Moore  Public  Relations 

□  HERALDICA  IMPORTS,  INC  252 

Agency:  Crest  Advertising  Company 

THE  HOME  INSURANCE  COMPANY      .  .Port  9 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

□  HONEYWELL,  INC  238 

Agency:  BBDO,  Inc. 

□  E.F.  HUTTON  &  COMPANY  INC  68 

Agency:  Benton  &  Bowles,  Inc. 
E.F.  HUTTON  &  COMPANY  INC  210 

Agency:  Doremus  &  Company 

□  INA  CORPORATION   20-21 

Agency:  Geer,  DuBois  Inc. 
Advertising 

□  IU  INTERNATIONAL   Port  109 

Agency:  Marsteller  Inc. 

★  INDUSTRIAL  NATIONAL 
CORPORATION   Port  63 

Agency:  Ted  Bates  &  Company, 
Inc./Advertising 

INTERACTIVE  DATA  CORPORATION     ...  .112 


INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION 
DATA  PROCESSING  DIVISION     . .  Port  64-1 

Agency:  Geer,  DuBois  Inc.  Advertising 
INTERNATIONAL  HARVESTER 
COMPANY   18 

Agency:  The  Media  Bureau  International 
Incorporated 
INTERNATIONAL  PAPER 
COMPANY   Port  134-135 

Agency:  Ogilvy  &  Mather  Inc. 
INTERNATIONAL  TELEPHONE  & 
TELEGRAPH  CORPORATION   253 

Agency:  Needham,  Harper  &  Steers,  Inc 

IRVING  TRUST  COMPANY   138 

Agency:  J.  Walter  Thompson  Company 
JOHNSON  CONTROLS,  INC  Port  68 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 

JOHNSON  &  HIGGINS   Port  8C 

Agency:  David,  Oksner  &  Mitchneck,  Inc. 

JOY  MANUFACTURING  COMPANY   24C 

Agency:  Creamer  FSR  Inc. 
KAISER  ALUMINUM  & 
CHEMICAL  CORPORATION   Il4 

Agency:  Allen  &  Dorward,  Inc. 
KERR-MCGEE  CORPORATION   34 

Agency:  Lowe  Runkle  Company 
WALTER  KIDDE  &  COMPANY,  INC  175 

Agency:  Keyes,  Martin  &  Company 
KOPPERS  COMPANY,  INC  

Agency:  TAC 
LEAR  SIEGLER,  INC  Port  H 

Agency:  Baxter,  Gurian  &  Mazzei,  Inc. 

LELAND  CAPITAL  CORPORATION   2691 

LIBBEY-OWENS-FORD  COMPANY   158 

Agency:  Campbell-Ewald 

Company  Advertising 

LIGGETT  GROUP   178-179 

Agency:  Berger  Stone  &  Ratner, 
Inc.  Advertising 
ELI  LILLY  AND  COMPANY   Port  81 

Agency:  Grey-North  Inc. 
LOCKHEED-GEORGIA  COMPANY/ 
JetStar  II   45 

Agency:  McCann-Erickson,  Inc. 
LONE  STAR  INDUSTRIES   Port  12 

Agency:  J.  Walter  Thompson  Company 
LOUISIANA-PACIFIC  CORPORATION  58-59 

Agency:  McCann-Erickson,  Inc. 

MCDONNELL  DOUGLAS 

CORPORATION   98-99 

Agency:  J.  Walter  Thompson  Company 
MAI  MANAGEMENT  ASSISTANCE  INC.      .  .31 

Agency:  G&P  Advertising 
MCA  INC  222 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 
MANUFACTURERS  HANOVER  TRUST 
COMPANY   108-109 

Agency:  Edwin  Bird  Wilson,  Inc. 

MAPCO  INC  275 

'Agency:  Creswell  Munsell  Schubert 
&  Zirbel  Inc. 
MARKO  ENTERPRISES   9 

Agency:  Peter  Hammond  Advertising,  Inc. 
MARSH  &  McLENNAN 
INCORPORATED   Port  36-37 

Agency:  J.  Walter  Thompson  Company 
MEMPHIS  LIGHT,  GAS  & 

WATER  DIVISION   Port  172 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC  92-93 

Agency:  Ogilvy  &  Mather  Inc. 
MERRILL  LYNCH  PIERCE 
FENNER  &  SMITH  INC  188  &  264 

Agency:  Ogilvy  &  Mather  Inc. 
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METROPOLITAN  LIFE  INSURANCE 
COMPANY   235 

Agency:  Young  &  Rubicam  International  Inc. 
MIAMI  LAKES  PROPERTIES,  INC  264 

Agency:  Samuel  B.  Crispin  &  Associates 
MICHIGAN  NATIONAL  CORPORATION     .  .275 

Agency:  Smith-Winchester  Advertising,  Inc. 

MIDDLE  SOUTH  UTILITIES,  INC  182 

Agency:  Cranford/Johnson/Hunt  & 
Associates 

MIDLAND-ROSS  CORPORATION     . . .  .Port  53 

Agency:  Watts  Lamb  Kenyon  and  Herrick, 

Inc. 

MONSANTO  COMPANY,  INC  164 

Agency:  Advertising  &  Promotion  Services 
MORGAN  STANLEY  &  CO. 
INCORPORATED   14 

Agency:  Doremus  &  Company 
MORRISON-KNUDSEN  CO.,  INC  192 

Agency:  Design  Graphics 
NCR  CORPORATION   143 

Agency:  Worldwide  Advertising  Associates 
NL  INDUSTRIES,  INC  243 

Agency:  The  Marschalk  Company,  Inc. 
NATIONAL  BROADCASTING  COMPANY  .226 

Agency:  McCann-Erickson,  Inc. 

NATIONAL  DISTILLERS  AND 

CHEMICAL  CORPORATION   Port  137 

Agency:  Doremus  &  Company 
NEBRASKA  DEPARTMENT  OF  ECONOMIC 
DEVELOPMENT   112 

Agency:  Miller  Friendt  Ludemann 
Incorporated 
NEWSWEEK  MAGAZINE   254 

Agency:  Foote,  Cone  &  Belding 
THE  NEW  YORKER   216 

Agency:  Lord,  Geller,  Federico,  Inc. 
NORTHROP  CORPORATION   247 

Agency:  Needham,  Harper  &  Steers 
Advertising,  Inc. 
NORTHWESTERN  MUTUAL  LIFE 
INSURANCE  CO  219 

Agency:  J.  Walter  Thompson  Company 
NORTON  SIMON,  INC  229 

Agency:  Norton  Simon  Communications, 
Inc. 

NORWOOD  PRODUCTS  COMPANY   246 

Agency:  Robert  G.  Fields  &  Company 

THE  NUVEEN  INCOME  FUND   176 

Agency:  Benn  &  MacDonough,  Inc. 

OCCIDENTAL  PETROLEUM 

CORPORATION   279 

Agency:  Carl  Blumay  Associates 

OLINCORP  Port  158-159 

Agency:  Doyle  Dane  Bernbach  Inc. 

OLINKRAFT,  INC  Port  25 

Agency:  Tracy-Locke  Advertising  and  Public 
Relations,  Inc. 

OMAHA  STEAKS  INTERNATIONAL   277 

Agency:  Holland  Dreves  Reilly,  Inc. 

ORIGINAL  PRINT  COLLECTORS 

GROUP,  LTD  278 

Agency:  Leon  Auerbach  &  Co. 

OWENS-CORNING  FIBERGLAS  CORP.  ..132 

Agency:  Ogilvy  &  Mather  Inc. 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)   102 

Agency:  E.T.  Howard  Company  Inc. 

PAINE,  WEBBER,  JACKSON  & 

CURTIS  INCORPORATED   Port  67 

Agency:  The  Marschalk  Company,  Inc. 

PAPERWEIGHTS,  INC  267 

Agency:  Brend  Advertising  Associates 

PENN  SQUARE  MUTUAL  FUND   271 

Agency:  The  Answer  Group 

PENNWALT  CORPORATION   Port  92 

Agency:  The  Aitkin-Kynett  Co.,  Inc. 


PHELPS  DODGE  INDUSTRIES, 

INC  Port  94-95 

Agency:  Compton  Advertising,  Inc. 

□  PHILIP  MORRIS,  INC  156-157 

Agency:  Intermedia,  Inc. 

★  PHILIPS  BUSINESS  SYSTEMS,  INC  29 

Agency:  Robert  D.  Schoenbrod,  Inc. 

★  PITNEY  BOWES     57 

Agency:  deGarmo  Inc.  Advertising 
ROWE  PRICE  TAX-FREE  INCOME  FUND  271 

Agency:  Richardson,  Myers  &  Donofrio,  Inc. 
THE  PRUDENTIAL  INSURANCE 
COMPANY  OF  AMERICA   249 

Agency:  Ted  Bates  &  Company, 
Inc./Advertising 

□  RCA  CORPORATION   101 

□  RAIN  JET  CORPORATION   277 

Agency:  Neale  Advertising  Associates 

□  REPUBLIC  STEEL  CORPORATION   152 

Agency:  Meldrum  &  Fewsmith,  Inc. 

RESALE  ACCRUED  EQUITIES  INC  267 

Agency:  Byrde,  Richard  &  Pound,  Inc. 

□  RESEARCH-COTTRELL  INC  27 

Agency:  Michel  Cather,  Inc. 

REVLON,  INC  19 

Agency:  Fiftieth  Floor  Workshop,  Inc. 

□  REXNORDINC  256 

Agency:  Buchen/Reincke,  Inc. 

REYNOLDS  METALS  COMPANY   180 

Agency:  Clinton  E.  Frank,  Inc.,  Advertising 

□  ROCKWELL  INTERNATIONAL   130-131 

Agency:  Campbell-Ewald  Company 

□  ROLEX  WATCH  U.S.A.,  INC  35 

Agency:  J.  Walter  Thompson  Company 

□  ROLLS-ROYCE  MOTORS  INC  77 

Agency:  IMS  Media  Inc. 
ST.  REGIS  PAPER  COMPANY      Port  148-149 

Agency:  Cunningham  &  Walsh  Inc. 
SAFECO  INSURANCE  COMPANY 
OF  AMERICA   Port  52 

Agency:  Cole  &  Weber,  Inc. 

□  SAFEWAY  STORES,  INCORPORATED     . .  .264 

★  SAVIN  BUSINESS  MACHINES 
CORPORATION   87 

Agency:  Sklar-Lenett  Associates,  Inc. 

★  SCHLUMBERGER   124-125 

Agency:  Rives,  Dyke/Y&R 

★  SEABOARD  COAST  LINE  INDUSTRIES    .  .191 

Agency:  Tucker  Wayne  &  Company 
SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  CROWN  ROYAL)   83 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 
SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  V.O.)   94 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 

★  SEATTLE  FIRST  NATIONAL  BANK      .Port  108 

Agency:  McCann-Erickson,  Inc. 
SOMERSET  IMPORTERS,  LTD. 
JOHNN  IE  WALKER  BLACK  LABEL   107 

Agency:  Smith/Greenland  Company  Inc. 

★  SONY  CORPORATION  OF  AMERICA   41 

Agency:  Harvey  Raymond,  Incorporated 
SOURCE  SECURITIES  CORPORATION     .  .267 
Agency:  Pine  Street  Marketing  Services,  Inc. 

★  SOUTH  CAROLINA  STATE 
DEVELOPMENT  BOARD   Port  161 

Agency:  Cook/Ruef/Spann  &  Company 

SOUTHERN  CALIFORNIA 

EDISON  COMPANY   Port  136 

Agency:  Grey  Advertising  Inc. 
SOUTHERN  PACIFIC  TRANSPORTATION 
COMPANY   186-187 

Agency:  Foote,  Cone  &  Belding/Honig 

□  SPERRY  RAND  CORPORATION  ...118-119 

Agency:  Young  &  Rubicam  International  Inc. 
D  STAUPFER  CHEMICAL  COMPANY   110 

Agency:  Bozell  &  Jacobs,  Inc. 
J.P.  STEVENS  &  COMPANY,  INC.      . .  .Port  39 

Agency:  Matthew-Lawrence  Inc. 
STUDEBAKER-WORTHINGTON,  INC.     . .  .168 


SWISSAIR   32 

Agency:  Waring  &  LaRosa,  Inc. 

★  3M  COMPANY 

MICROFILM  PRODUCTS   126 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

TRW  INC. — CORPORATE   177 

Agency:  Sapin  &  Tolle  Inc. 
TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc.      . .  .Port  38 
Agency:  N.W.  Ayer  ABH  Internatonal 

□  TEXACO  INC  Port  66 

Agency:  Benton  &  Bowles,  Inc. 
TEXAS  INSTRUMENTS,  INCORPORATED  53 

Agency:  Tracy-Locke  Advertising  and  Public 
Relations,  Inc. 
TEXAS  UTILITIES  COMPANY   274 

Agency:  Doremus  &  Company 

□  TEXTRON  INC  217 

Agency-.  J.  Walter  Thompson  Company 
TIFFANY  &  CO  28 

Agency:  Lord,  Geller,  Federico,  Inc. 
TIGER  LEASING  GROUP   Cover  7 

Agency:  McCann-Erickson,  Inc. 

TIME  INTERNATIONAL   268 

TRANS  WORLD  AIRLINES,  INC  54 

Agency:  Wells,  Rich,  Greene,  Inc. 

★  U.S.  VIRGIN  ISLANDS 
INDUSTRIAL  DEVELOPMENT 
COMMISSION   56 

Agency:  Valerian  Advertising  Agency 

□  UNION  CAMP  CORPORATION   144-145 

Agency.  Sherwood  &  James  Advertising,  Inc. 

★  UNION  PACIFIC  CORPORATION   201 

Agency:  Bozell  &  Jacobs/Pacific 

□  UNIROYAL,  INC  136-137 

Agency:  Ogilvy  &  Mather  Inc. 

UNITED  AIRLINES   183 

Agency:  Leo  Burnett  U.S.A. 

□  UNITED  ENERGY  RESOURCES,  INC.     ...  189 

Agency:  Glenn  Bozell  &  Jacobs,  Inc. 
UNITED  TECHNOLOGIES  CORPORATION  113 

Agency:  Marsteller  Inc. 
UNITED  TELECOM   6 

Agency:  Brewer  Advertising  Inc. 

★  UPLAND  INDUSTRIES   Port  77 

Agency:  Bozell  &  Jacobs,  Inc. 

□  THE  VALUE  LINE  INVESTMENT 

SURVEY   265 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

VANTAGE   ,  23 

Agency:  Leber  Katz  Partners  Inc. 

□  VOLVO  OF  AMERICA  CORP  60 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

□  WANG  LABORATORIES  INC  13 

Agency:  WLI  Associates,  Advertising 
WELLS  FARGO  BANK   Port  40 

Agency:  McCann-Erickson,  Inc. 
WESTERN  TEMPORARY  SERVICES,  INC.  106 

Agency:  Media  World  International 

□  WESTERN  UNION  CORPORATION      . .  .16-17 

Agency:  Pies  Cappiello  Colwell,  Inc. 

□  WHEELABRATOR-FRYE  INC  250-251 

□  WHIRLPOOL  CORPORATION   236-237 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

WHITE,  WELD  &  CO.,  INC  .55 

Agency:  Doremus  &  Company 

★  WHITNEY  NATIONAL  BANK  OF  NEW 
ORLEANS   42 

Agency:  Peter  A.  Mayer  Advertising  Inc. 

DEAN  WITTER  &  CO  7 

Agency:  Albert  Frank-Guenther  Law,  Inc. 
F.W.  WOOLWORTH  CO  270 

★  YOUNG  RADIATOR  COMPANY    248 

Agency:  Bozell  &  Jacobs,  inc. 
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on  the 
S.  •  •  Business  of  Life 


".  .  .  'Business  was  originated  to  produce  happiness, 
not  to  pile  up  millions'  .  .  ."— bcf-1917 


gripping,  boring  and  threatening 
is  that  it  is  a  play  in  which 
the  characters  make  up  their 
lines  as  they  go  along. 
John  P.  Grier 


As  long  as  our  civilization  is 
essentially  one  of  property, 
of  fences,  of  exclusiveness, 
it  will  be  mocked  by  delusions. 
Ralph  Waldo  Emerson 


The  primary  asset  of  any  business 
is  its  organization. 
William  Feather 


Integrity  without  knowledge  is  weak 
and  useless,  and  knowledge  without 
integrity  is  dangerous  and  dreadful. 
Samuel  Johnson 


A  presumed  monopoly  on  truth 
obstructs  negotiation  and 
accommodation.  Good  results 
may  be  given  up  in  the  quest  for 
ever-elusive  ideal  solutions. 
Henry  Kissinger 


The  whole  history  of  the  world 
is  summed  up  in  the  fact  that, 
when  nations  are  strong,  they 
are  not  always  just, 
and  when  they  wish  to  be  just, 
they  are  often  no  longer  strong. 
Winston  Churchill 


The  destiny  of  any  nation, 

at  any  given  time, 

depends  on  the  opinions  of 

its  young  men  under  five  and  twenty. 

Goethe 


Do  I  think  republics  are 
ungrateful?  I  do.  That's  why 
they  continue  to  be  republics. 
Finley  Peter  Dunne 


In  spite  of  the  recent  triumphs 
of  science,  men  haven't  changed 
much  in  the  last  2,000  years, 
and  in  consequence,  we  must 
still  try  to  learn  from  history. 
History  is  ourselves. 
Kenneth  Clark 


A  generation  which  ignores  history 
has  no  past — and  no  future. 
Robert  Heinlein 


To  rise  above  the  level  of 
a  machine,  a  man  must  develop 
the  power  of  thinking.  Become 
a  thinker,  learn  to  produce 
useful,  valuable  thoughts  and 
ideas,  and  no  machinery  will  ever 
be  able  to  displace  you.  Rule- 
of -thumb  methods  no  longer  suffice 
for  either  nation  or  individual- 
New  formulas  must  be  the  jiroduct 
of  thought,  of  hard,  serious, 
sustained,  clear-headed  thinking. 
B.C.  Forbes 


All  of  our  dignity  consists 

in  thought.  Let  us  endeavor  then 

to  think  well:  this  is 

the  principle  of  morality. 

Blaise  Pascal 


Try  not  to  become  a  man  of  success, 
but  rather  a  man  of  value. 
Albert  Einstein 


Let  your  discourse  with 

men  of  business  always 

be  short  and  comprehensive. 

George  Washington 

The  reason  history  is  by  turns 


Get  money  by  fair  means 
if  you  can;  if  not,  get  money. 
Horace 


Honesty  is  the  best  policy, 
but  he  who  is  governed  by  that 
maxim  is  not  an  honest  man. 
Richard  Whately 


If  we  had  intellectual  vigor 
enough  to  ascend  from  effects  to 
causes,  we  would  explain  political, 
economical  and  social  phenomena 
less  by  credit  sheets,  balance 
of  trade  and  reparations  than  by 
our  attitude  towards  God. 
Fulton  J.  Sheen 


More  than  3,000  "Thoughts,''  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574 -page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.,  10011.  Add  ap- 
probate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Roland  Lemmenes,  Sheboygan,  Wis. 
What  s  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


But  every  man  hath  his  proper  gift  o, 
God,  one  after  this  manner,  and  anothei 
a  fter  that. 
I  Corinthians  7:7 
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TU  match  my  bankers 
igainst  any...anywhere." 

BUHLINGAME 


3f  I 


They're  bright,  ambitious . . .  it's  unbelievable  how 
they  work  to  make  the  bank  work  for  our  customers.  In  this  case,  the  major  food  processing, 

tobacco  and  beverage  companies  in  the  country. 


"My  job  is  managing ...  to  help  my  people 
do  their  jobs  for  clients.  Getting  involved  in  doing  complicated  deals. 
Making  sure  they  understand  and  stay  on  top  of  our  industries  as  I  do.  The  two 
technical  directors  in  my  division,  both  agricultural  business  specialists,  know 
what's  going  on  in  Nigeria,  in  Latin  America,  in  sugar,  in  corn  syrup . . .  and  their 
expertise  is  used  by  us  all,  as  well  as  by  our  customers. 


'Twelve  years  ago,  when  I  started  with  Chase,  I  felt  we  were 
the  premier  bank.  We  are  today.  Very  responsive . . .  creative  in 
helping  with  problems.  Tremendously  capable  internationally 


The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
ind  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager.  Call  on  today's  Chase  Bankers  today 


N.  Hutchinson 
esident/Division  Executive 
leverages  &.  Tobacco 


©  CHASE  MANHATTAN  BANK.  N  A  1977 
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ADVERTISEMENT 


TheUltimate 
Tax  Shelter 


Tax  experts  are  now  referring  to  a 
til,  privately  owned  corporation  as 
le  Ultimate  Tax  Shelter."  This  is 
ecially  true  since  the  passage  of  the 
:  Reform  Act  of  1976.  This  law 
kes  most  former  tax  shelters  either 
olete,  or  of  little  advantage.  Invest- 
its  affected  include  real  estate,  oil 
I  gas  drilling,  cattle  feeding,  movies, 
!  These  former  tax  shelters  have  lost 
ir  attractiveness.  Aside  from  that, 
se  tax  shelters  required  a  large  invest- 
nt.  Only  a  small  segment  of  the  popu- 
on  could  benefit  from  them. 
I've  written  a  book  showing  how  you 

form  your  own  corporation.  I've 
en  all  the  mystery  out  of  it.  Thou- 
ds  of  people  have  already  used  the 
tern  for  incorporation  described  in 

book.  I'll  describe  how  you  may 
ain  it  without  risk  and  with  a  valuable 
:  bonus. 

A  corporation  can  be  formed  by  any- 
:  at  surprisingly  low  cost.  And  the 
ernment  encourages  people  to  incor- 
ate,  which  is  a  little  known  fact.  The 
ernment  has  recognized  the  impor- 
t  role  of  small  business  in  our  coun- 
.  Through  favorable  legislation  incor- 
ating  a  small  business,  hobby,  or 
:line  is  perfectly  legal  and  ethical. 
:re  are  numerous  tax  laws  favorable 
corporate  owners.  Some  of  them  are 
larkable  in  this  age  of  ever-increasing 
ation.  Everyone  of  us  needs  all  the 
shelter  we  can  get! 

Here  are  just  a  few  of  the  advantages 
having  my  book  on  incorporating, 
u  can  limit  your  personal  liability. 

that  is  at  stake  is  the  money  you 
e  invested.  This  amount  can  be  zero 
i  few  hundred  or  even  a  few  thousand 
lars.  Your  home,  furniture,  car, 
ings,  or  other  possessions  are  not  at 
i.  You  can  raise  capital  and  still  keep 
itroi  of  your  business.  You  can  put 
le  up  to  25%  of  your  income  tax  free. 
rou  desire,  you  may  wish  to  set  up  a 
l-profit  corporation  or  operate  a  cor- 
ation  anonymously.  You  will  save 
m  $300  to  $1,000  simply  by  using 

handy  tear-out  forms  included  in  the 
)k.  All  the  things  you  need:  certifi- 
e  of  incorporation,  minutes,  by-laws, 
.,  including  complete  instructions. 
There  are  still  other  advantages.  Your 
n  corporation  enables  you  to  more 
ily  maintain  continuity  and  facilitate 
nsfer  of  ownership.  Tax  free  fringe 
lefits  can  be  arranged.  You  can  set  up 
ir  health  and  life  insurance  and  other 
igrams  for  you  and  your  family 
erein  they  are  tax  deductible.  Another 
y  important  option  available  to  you 
ough  incorporation  is  a  medical  reim- 


bursement plan  (MRP).  Under  an  MRP, 
all  medical,  dental,  pharmaceutical  ex- 
penses for  you  and  your  family  can  be- 
come tax  deductible  to  the  corporation. 
An  unincorporated  person  must  exclude 
the  first  3%  of  family's  medical  expenses 
from  a  personal  tax  return.  For  an  indi- 
vidual earning  $20,000  the  first  $600 
are  not  deductible. 

Retirement  plans,  and  pension  and 
profit-sharing  arrangements  can  be  set 
up  for  you  with  far  greater  benefits  than 
those  available  to  self-employed  indivi- 
duals. 

A  word  of  caution.  Incorporating 
may  not  be  for  you  right  now.  However, 
my  book  will  help  you  decide  whether 
or  not  a  corporation  is  for  you  now  or  in 
the  future.  I  review  all  the  advantages 
and  disadvantages  in  depth.  This  choice 
is  yours  after  learning  all  the  options.  If 
you  do  decide  to  incorporate,  it  can  be 
done  by  mail  quickly  and  within  48 
hours.  You  never  have  to  leave  the  pri- 
vacy of  your  home. 

IH  also  reveal  to  you  some  startling 
facts.  Why  lawyers  often  charge  substan- 
tial fees  for  incorporating  when  often 
they  prefer  not  to,  and  why  two-thirds 
of  the  New  York  and  American  Stock 
Exchange  companies  incorporate  in 
Delaware. 

You  may  wonder  how  others  have 
successfully  used  the  book.  Not  only 
a  small  unincorporated  business,  but 
enjoyable  hobbies,  part  time  businesses, 
and  even  existing  jobs  have  been  set  up 
as  full  fledged  corporations.  You  don't 
have  to  have  a  big  business  going  to 
benefit.  In  fact,  not  many  people  realize 
some  very  important  facts.  There  are 
30,000  new  businesses  formed  in  the 
U.S.  each  and  every  month.  98%  of 
them  are  small  businesses;  often  just  one 
individual  working  from  home. 

To  gain  all  the  advantages  of  incorpo- 
rating, it  doesn't  matter  where  you  live, 
your  age,  race,  or  sex.  All  that  counts  is 
your  ideas.  If  you  are  looking  for  some 
new  ideas,  I  believe  my  book  will  stimu- 
late you  in  that  area.  I  do  know  many 
small  businessmen,  housewives,  hobby- 
ists, engineers,  and  lawyers  who  have 
acted  on  the  suggestions  in  my  book.  A 
woman  who  was  my  former  secretary  is 
incorporated.  She  is  now  grossing  over 
$30,000  working  from  her  home  by 
providing  a  secretarial  service  to  me  and 
other  local  businesses.  She  works  her 
own  hours  and  has  all  the  corporate  ad- 
vantages. 

I  briefly  mentioned  that  you  can  start 
with  no  capital  whatsoever.  I  know  it 
can  be  done,  since  I  have  formed  18 
companies  of  my  own,  and  I  began  each 


TED  NICHOLAS 


one  of  them  with  nothing.  Beginning  at 
age  22,  I  incorporated  my  first  company 
which  was  a  candy  manufacturing  con- 
cern. Without  credit  or  experience,  I 
raised  $96,000.  From  that  starting  point 
grew  a  chain  of  30  stores.  I'm  proud  of 
the  fact  that  at  age  29  I  was  selected  by 
a  group  of  businessmen  as  one  of  the 
outstanding  businessmen  in  the  nation. 
As  a  result  of  this  award,  I  received  an 
invitation  to  personally  meet  with  the 
President  of  the  United  States. 

I  wrote  my  book,  How  To  Form 
Your  Own  Corporation  Without  A  Law- 
yer For  Under  $50,  because  I  felt  that 
many  more  people  than  otherwise  would 
could  become  the  President  of  their 
own  corporations.  As  it  has  turned  out, 
a  very  high  proportion  of  all  the  corpo- 
rations formed  in  America  each  month, 
at  the  present  time  are  using  my  book 
to  incorporate. 

Just  picture  yourself  in  the  position 
of  President  of  your  own  corporation. 
My  book  gives  you  all  the  information 
you  need  to  make  your  decision.  Let 
me  help  you  make  your  business  dreams 
come  true. 

As  a  bonus  for  ordering  my  book 
now,  111  send  you  absolutely  free  a 
portfolio  of  valuable  information.  It's 
called  "The  Incom  Plan"  and  normally 
sells  for  $9.95.  It  describes  a  unique  plan 
that  shows  you  how  to  convert  most 
any  job  into  your  own  corporation. 
You'll  increase  your  take-home  pay  by 
up  to  25%  without  an  increase  in  salary 
or  even  changing  jobs  in  many  cases.  If 
you  are  an  employer,  learn  how  to 
operate  your  business  with  independent 
contractors  rather  than  employees.  This 
means  that  you'll  have  no  payroll 
records  or  withholding  taxes  to  worry 
about.  And  you'll  be  complying  with  all 
I.R.S.  guidelines.  "The  Incom  Plan"  in- 
cludes forms,  examples  and  sample  letter 
agreements  to  make  it  possible. 

I  personally  guarantee  your  purchase 
in  the  fairest  way  I  know.  If  you  feel 
my  book  is  not  all  that  I've  described, 
return  it  undamaged  within  a  full  year 
and  I'll  promptly  refund  your  money 
with  no  questions  asked.  If  you  should 
decide  to  return  it,  you  may  keep  the 
bonus  Incom  Portfolio  for  your  trouble. 

To  get  your  copy,  write  the  words 
"Corporation  Book  and  Bonus"  on  a 
plain  sheet  of  paper,  along  with  your 
name  and  address.  Enclose  a  check  for 
$14.95.  There  is  no  sales  tax  on  your 
order  and  your  purchase  price  is  tax 
deductible.  Mail  your  order  to  me,  Ted 
Nicholas,  c/o  Enterprise  Publishing  Co., 
Dept.  FB-7XC  ,  1000  Oakfield  Lane, 
Wilmington,  Delaware  19810. 
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Goldman  Sachs 
asks  Ohio  Edison 
about  controlling 
costs. 

The  following  is  from  conversations 
between  Goldman  Sachs  and  Ohio  Edison 
in  New  York  City. 


Liu:  What  is  Ohio  Edison  doing  to  control  non-fuel 
expenses? 

White:  For  three  years  we  have  been  controlling 
operating  costs  through  such  management  proce- 
dures as  consolidating  divisions,  employee  attrition 
and  other  such  methods.  I  don't  know  of  any  area  in 
which  we  haven't  cut  back  to  some  degree.  We  even 
went  so  far  as  to  temporarily  halt  our  tree  trimming 
program.  But  we've  reinstated  that  because  reliability 
of  our  service  is  still  our  most  important  asset. 

Liu:  With  construction  costs  rising  so  quickly,  have 
you  been  able  to  adopt  any  consumer  programs  that 
help  reduce  costs? 

White:  In  addition  to  using  our  regular  advertising 
messages,  we've  had  great  success  with  a  booklet 
called  "The  Electric  Decision  Maker!'  It  lists  appli- 
ances found  in  the  home,  and  gives  the  cost  per  use. 
We've  distributed  more  than  400,000  copies  of  the 
booklet.  But  the  most  important  aspect  of  our  cost/ 
conservation  program  is  our  use  of  meters  with  two 
part  rates. 

Liu:  Exactly  how  do  they  work? 

White:  The  rate  actually  provides  an  economic  incen- 
tive to  residence  customers  to  improve  their  load 
factors,  either  by  using  more  energy  or  reducing 
their  peaks.  As  they  reduce  their  peaks,  we  can 
reduce  ours.  That,  in  turn,  means  less  expenditure 
for  increasing  generating  facilities. 

Liu:  What's  the  attitude  of  customers  toward  having 
this  control? 


Ernest  S.  Liu  is  a  Vice  President 

of  Investment  Research  at  Goldman  Sachs. 


J.R.  White  is  President  of  Ohio  Edison. 


V.A.  Owoc  is  Vice  President, 

Chief  Financial  Officer  of  Ohio  Edison. 
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Initially  it  was  very  negative.  People  felt  the 
would  control  them.  Before  this  past  winter's 
*es,  people  were  not  in  a  controlling  mood, 
hey  are  changing  their  attitude,  and  realize 
ontrol  of  their  energy  use  can  be  of  benefit, 
important,  they  see  an  economic  payoff  with 
id  meter.  So  do  we. 

I  guess  in  summary,  I  think  we  have  been 
Dod  operators  in  the  past.  We  have  taken  steps 

through  an  emergency  period.  Now  we've 
1  up  a  little  bit  and  gone  back  to  recognize 
lity  as  No.  1,  and  we  still  have  the  austerity 
m,  so  that  we  can  monitor  what  goes  on  as 

as  we  have  in  the  past. 


Load  meters,  which  help  customers  prac- 
tice load  management,  are  already  in  use 
on  a  majority  of  customers'  homes. 


ison  Home  Economists  show  customers  better  ways 
e  most  from  their  electric  dollars,  with  wise-use 
s  on  appliances  and  electric  use  at  home. 


Ohio  Edison's  System  Dispatch  Center  assures  lowest-cost 
operation  at  all  times.  From  here,  electricity  is  sold  to  neigh- 
boring utilities,  or  purchased  from  them,  to  reduce  costs 
whenever  possible. 


The  Electric  Decision  Maker  Booklet  gives  customers 
information  they  need  to  control  their  electric  costs.  More 
than  415,000  copies  have  been  distributed. 


1^  !3l 


"Reliability  of 
our  service  is  still 
our  most  important 


Ohio  Edison 


Ohio  Edison 
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Nature  Follows  Art? 


With  production  high  and  demand 
disappointing,  only  the  iron  grip  of 
the  Organization  of  Petroleum  Ex- 
porting Countries  keeps  the  world 
price  of  crude  oil  from  falling.  Inevi- 
tably, hopeful  scenarios  are  being 
spun  about  prospects  for  a  falling-out, 
even  a  breakup,  as  OPEC  members 
start  haggling  over  who  must  cut  back 
production,  and  by  how  much,  in  or- 
der to  keep  the  cartel's  price  struc- 
ture. But  don't  count  on  it.  On  page 
34  Forbes  presents  an  interview 
with  James  Akins,  former  U.S.  am- 
bassador to  Saudi  Arabia  and  a  well- 
respected  student  of  Middle  Eastern 
affairs.  Akins,  pondering  the  fact  that 
the  key  to  OPEC's  market  power  is 
Saudi  Arabia,  makes  the  point  that 
the  Saudis,  fearing  Iran  s  military 
power  and  worrying  over  their  own 
vulnerability  to  sabotage,  are  unlikely 
to  risk  the  dangers  that  a  breakup  of 
OPEC  might  bring,  even  if  they 
wanted  it. 

Akins'  point  reminded  us  of  Paul 


Erdman's  recent  best-selling  novel, 
The  Crash  of '79,  whose  plot  hung  on 
an  Iranian  invasion  of  the  Saudi  oil 
fields  and  a  consequent  economic  di- 
saster. A  case  of  nature  following  art? 
We  called  Erdman  at  his  home  near 
San  Francisco,  where  he  is  working 
on  his  fourth  book  (a  tale  of  interna- 
tional corporate  bribery).  Erdman 
thought  Akins'  views  made  sense. 
"The  Saudis  hate  to  talk  about  it,"  he 
noted,  "but  it's  interesting  that 
they're  pressing  very  hard  for  deliv- 
ery of  the  F-15  fighters  they've  or- 
dered as  soon  as  bloody  possible.'' 
But  Erdman  also  agreed  with  Akins' 
argument  that  more  than  fear  of  at- 
tack would  keep  the  Saudis  in  line 
with  the  other  members  of  OPEC. 
"The  Saudi  attitude  has  traditionally 
been  that  if  world  conditions  permit, 
they  would  like  to  keep  their  oil  in 
the  ground  for  as  long  as  possible,"  he 
said.  "So  if  there  is  an  oil  glut,  why 
would  they  keep  pulling  it  out  when 
it's  not  needed?" 


Forbes  On  Forbes — 
Two  New  Departments 
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Two  new  Forbes  departments  make 
their  debut  in  this  issue.  On  page  14, 
we  introduce  Follow-through,  and  on 
page  110,  The  Banks.  A  word  about 
each — in  effect,  a  prospectus — is  in 
order. 

Follow-through:  Looking  forward 
and  anticipating  events  is  a  time-hon- 
ored tradition  in  journalism.  Taking  a 
second  look  and  then  reporting  what 
subsequent  events  proved — or  dis- 
proved— about  these  confident  and 
sometimes  cocksure  predictions  is  a 
much  newer  practice.  It  is  also,  in 
Forbes'  view,  a  valuable  editorial 
service. 

Businessmen  and  investors  live  in 
an  ever-changing  world.  Today  s  pipe 
dream  can  be  tomorrow  s  reality,  and 
vice  versa.  Follow-through  will  give 
Forbes  editors  a  new  vehicle  and 
underscore  their  responsibility  to 
monitor  their  own  reporting  and  in- 
terpretation of  events.  This  new  de- 


partment will  bring  Forbes  readers 
up-to-date  on  people,  companies, 
trends  and  happenings  the  magazine 
has  examined  in  the  past.  It  will  pro- 
vide another  way  of  gauging  how 
right  and  how  wrong  we  all  can  be 
trying  to  picture  the  day  after  tomor- 
row. Follow-through  will  be  edited 
by  Senior  Editor  Jack  Conway. 

The  Banks:  This  will  not  be  a  tech- 
nical column  aimed  at  commercial 
bankers,  although  we  think  they  will 
find  it  interesting  and  even  useful.  It 
will  be  reporting  on  banking  develop- 
ments of  interest  and  concern  to  busi- 
nessmen and  others,  especially  those 
who  must  deal  with  banks  and  bank- 
ers frequently.  The  range  of  subjects 
will  run  from  savings  deposit  strate- 
gies, as  in  this  first  effort,  to  loan 
trends,  credit  and  credit  cards  and 
trust  investing.  The  Banks  will  be 
written  by  Ben  Weberman,  Forbes' 
economics  editor.  ■ 
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"Check  me  for  shipping. 
?m  cheaper  than  air  or  truck! 


i  you  make  shipping  decisions  for  your  company, 
Bcide  now  to  learn  more  about  the  advantages 
■  Trailways  Package  Express. 

Above  all,  know  this:  Trailways,  in  the  short 
lul,  will  probably  cost  you  dollars  less  than  air 
eight  or  truck. 

Trailways  also  offers  you  the  keen  advantage  of 
1-hour  departures  and  arrivals.  Seven  days  a 
eek.  365  days  a  year.  Coast  to  coast.  With  pickup 
id  delivery  service  now  available  in  major  cities. 

With  each  shipping  invoice,  we'll  take  as  many 
»  five  packages  weighing  up  to  150  pounds  each, 
nd  there's  no  limit  to  the  number  of  shipments  you 
in  make. 


Ship  auto  products,  machine  and  electronics 
parts,  paperwork,  film,  medical  supplies,  personal 
effects  —  most  anything. 

Get  your  package  to  our  terminal  one  hour 
before  departure  time  and  we'll  get  it  on  the  next 
available  bus.  Without  charging  you  a  premium. 

We  can  insure  it  for  you. 

And  in  most  cases,  you  get  same-day  delivery 
within  150  miles,  overnight  delivery  within  500 
miles. 

If  you  want  to  know  more  about  Trailways 
Package  Express,  mail  the  coupon  now.  And  we'll 
show  you  how  we  can  move  your  packages  fast  and 
save  dollars  for  your  company. 


Boycott  Rules — Only  A  Beginning 

Those  proposed  Commerce  Depart- 
ment regulations  on  enforcing  the 
three-month-old  anti-Arab-boycott  law 
are  anything  but  the  last  word.  Before 
President  Carter  signed  it  into  law  last 
June,  top  businessmen  and  American 
Jewish  leaders  debated  every  comma. 
Once  it  was  passed,  their  ad  hoc  alliance 
ended.  But  the  law  simply  laid  down 
broad  principles  about  the  boycott. 
Commerce,  and  specifically  Deputy  As- 
sistant Secretary  Stanley  J-  Marcuss,  got 
the  dirty  job  of  deciding  such  Catch  22 
questions  as  whether  a  U.S.  contractor 
in  an  Arab  country  violated  the  law  by 
obeying  local  fiats  against  the  most  re- 
mote connections  with  Israel.  Com- 
merce is  giving  everyone  60  days  to 
propose  changes  in  the  rules  (they  take 
effect  in  120  days)  and  Marcuss  is 
braced  for  action.  The  old  partners  in 
the  business-Jewish  community  alliance 
have  spent  the  summer  preparing  their 
own  ideas  on  enforcement — and  they 
are  poles  apart.  Marcuss  has  164  pages 
from  the  Business  Roundtable  headed 
by  Du  Pont  Chairman  Irving  S.  Sha- 
piro, 76  more  from  the  Rule  of  Law 
Committee  (lawyers  for  11  multination- 
als), another  83  from  Aramco,  150  from 
Fluor  Corp.,  a  major  contractor  in  the 
Arab  world,  and,  finally,  149  pages  from 
the  principal  Jewish  organizations.  So 
Marcuss  expects  a  hectic  120  days.  Ib- 
is ready  to  make  changes  in  the  pro- 
posed rules,  he  says,  but  "only  if  some- 
one persuades  us  that  something  does 
not  conform  to  the  law,  a  stand  that 
means  at  least  120  lawyers'  field  days. 
And  the  Secretary  acknowledges  that 
the  most  important  factor  of  all — Arab 
reaction — "is  unknown. 

Billion-Dollar  Dogfight? 

A  warning  blip  that  could  signal  potent 
new  competition  has  shown  up  for 
American  and  European  aircraft  manu- 
facturers planning  on  a  bonanza  in  sales 
of  the  F-16  fighter.  The  West  Germans, 
possibly  with  the  British  as  partners,  are 
thinking  of  building  a  plane  of  their  own 
to  replace  their  250  U.S. -built  F-4  Phan- 
toms, a  role  the  F-16  was  to  play.  The 
design  work  (by  Messerschmitt-Boel- 
kow-Blohm)  is  to  begin  by  the  end  of  this 
year.  That  could  mean  prototypes  will  be 
flying  in  the  1980s  and  production  mod- 
els in  the  decade  after  that.  Two  factors 
make  Britain  a  likely  partner:  The  British 
make  the  Rolls-Royce  engine  and  the 
Royal  Air  Force  needs  replacements  for 
its  aging  Jaguar  jets.  The  stakes  are  enor- 
mous. General  Dynamics  is  building  the 
F-16  (whose  cost  has  been  figured  at  $6 


million  per  plane  in  1975  dollars)  togeth- 
er with  a  consortium  of  aviation  firms  in 
Belgium,  Denmark,  the  Netherlands 
and  Norway.  The  U.S.  Air  Force  plans  to 
buy  1,388  and  the  four  NATO  countries 
in  on  the  deal  have  ordered  another  348. 
Iran,  Israel,  Spain  and  Turkey  also  want 
to  buy  the  F-16,  and  Pentagon  estimates 
of  the  plane's  world  market  run  as  high 
as  $15  billion. 

China  In  Color 

Peking's  new  leaders  are  about  to  put 
their  ideographs  on  a  $370-million  deal 
with  Japan  to  create  an  instant  color- 
television  industry  for  China.  Matsushita 
Electric  Industrial  Co.,  Ltd.  and  Nippon 
Electric  Co.,  Ltd.  will  supply  plants  and 
technology  to  enable  China  to  turn  out 
1.6  million  color  sets  a  year.  Peking's 
laundry  list  includes  a  $74  million  inte- 
grated-circuit  plant  and  $296  million 
more  in  TV  component-manufacturing 
plants,  glass-making  facilities  for  picture 
tubes,  assembly  plants  and  the  like.  U.S. 
intelligence  analysts  see  two  significant 
implications  for  the  future.  Annual  pro- 
duction of  1.6  million  sets  is  far  beyond 
anything  the  Chinese  market  can  absorb, 
indicating  that  China  could  be  looking  to 
export  the  surplus.  The  second  implica- 
tion is  military — and  worrisome.  That 
$74  million  worth  of  circuit  technology 
involves  items  that  can  also  be  employed 
readily  in  such  hardware  as  missile  guid- 
ance systems. 

Flowers  By  Weyerhaeuser 

Weyerhaeuser,  "the  tree-growing 
company,"  is  branching  out.  The  Taeo- 
ma,  Wash,  giant,  is  putting  down  new 
roots  in  the  flower  and  ornamental  plant 
business.  Last  year,  it  bought  Hines 
Wholesale  Nurseries  of  Santa  Ana, 
Calif,  one  of  the  oldest  and  largest  grow- 
ers of  ornamental  trees  and  shrubs.  This 
summer,  it  moved  indoors  by  purchasing 
Florida's  Oakdell  Inc.  and  its  nationwide 
houseplant    business.  Weyerhaeuser's 


 Edited  by  JOHN  A.  CONWAY 

nursery  sales  for  1977  are  estimated  to 
run  between  $15  million  and  $17  mil- 
lion. That,  of  course,  is  a  seedling  for  a 
company  with  $2.8  billion  in  net  sales, 
but  Weyerhaeuser  is  exploring  further 
expansion  in  the  nursery  field.  One  idea 
in  the  seedbed  would  be  the  wholesale 
distribution  of  nursery  supplies  and 
equipment,  with  distribution  centers 
spotted  near  big  cities.  Weyerhaeuser  is 
also  interested  in  developing  the  process 
of  glowing  houseplants  from  tissue  rath- 
er than  seed,  a  technique  it  is  experi- 
menting with  in  its  vast  tree-growing 
operations.  Oakdell  is  already  using  this 
method  to  produce  plants. 

New  Money  On  Wall  Street 

One  Wall  Street  brokerage  firm  has 
hit  upon  a  new  way  to  replace  some  of 
the  income  lost  when  negotiated  com- 
missions replaced  the  old — and  higher — 
fixed  fees.  Mitchell,  Hutchins,  Inc.  is 
now  selling  its  highly  regarded  invest- 
ment, research  services  and  material. 
Using  personal  contacts,  plus  an  occa- 
sional mailing,  the  firm  has  lined  up 
about  50  noninvestment  customers  since 
initiating  the  service  early  this  year. 
Prices  range  up  to  $3,. 500  a  year  for 
periodic  reports  (a  regular  chemical-ill 
dustry  analysis,  for  instance,  runs  $1,200 
annually).  Mitchell,  Hutchins  will  also 
dispatch  analysts  for  face-to-face  consul- 
tation. The  new  customers  include  banks 
(which  use  the  service  to  supplement 
their  own  analyses),  admen  (for  special 
client  service),  management  consultants 
and  corporations.  Hopes  are  high  for  this 
new  source  of  income,  but  the  firm  is 
moving  with  great  care  to  avoid  any  dilu- 
tion of  the  skills  and  time  of  its  analysts 
serving  its  1,600  brokerage  customers. 

Fill  'Er  Up! 

Wonder  why  the  Pentagon  s  annual 
budget  tops  the  $120-billion  mark?  It's 
no  mystery.  The  task  of  refueling  a 
single  nuclear  submarine  by  replacing 


A  Nuclear  Sub  Under  Way:  Why  defense  is  a  very  expensive  business. 
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We're  looking, 
for  some  people 

who  are..... 

very  demanding  of  themselves.  They  have  an  all-consuming  commitment  to 
succeed.  They  can  cope  with  stress,  frustration  and  rejection.  When  they 
make  a  wrong  decision  they  don't  fall  apart,  and  their  belief  in  themselves 
doesn't  waver  They'll  fight  for  what  they  want  to  the  end,  hardly  ever  let  up; 
but  whatever  they  do  they  do  honorably.  It  may  come  out  all  wrong  some- 
times. But  they  do  it  honorably,  and  their  word  is  their  bond. 

A  high-pressure  business  is  attractive  to  these  people  because  they  know 
it  usually  comes  with  the  opportunity  to  make  a  substantial  income. 

If  you  meet  such  a  person  socially,  you  find  yourself  admiring  the 
strength,  and  the  confidence. 

It  may  even  surprise  you  to  learn  it's  not  just  the  money  that's  attractive; 
it's  also  the  challenge,  the  arena  of  competition,  the  excitement. 

If  you  needed  a  simple  explanation,  you  might  say  these  people  frequently 
have  to  prove  something  to  themselves:  That  they  can  survive- 
incredibly  well— whatever  the  circumstances. 

They  have  to  prove  it. . .to  themselves. 

So  they  frequently  over-achieve. 

Because  they  love  the  recognition  they  get  when  they  do. 

These  people  make  excellent  E.F.  Hutton  Account  Executives.  [Quite 
frankly,  they  generally  do  well,  whatever  they  do.]  But  we  give  them  an 
environment  in  which  they  can  thrive. 

And  we  bend  over  backwards  to  please  them. 

So  more  people  like  this  will  come  to  us. 

We  like  that  kind  of  person. 

We  hope  to  hear  from  more  of  them.  We  have  so  much  to  talk  about. 

Call  toll  Free  [800]  221-5152;  or,  if  in  New  York  Metropolitan  area  call 
[212]  742-3943.  Or  send  resume.  It  will  go  to  people  in  sales  management, 
not  personnel.  Contact  Richard  R.  Tartre,  Senior  Vice  President,  National 
Retail  Sales,  Dept.  FBS  1001  ,  E.F.  Hutton  &  Company,  Inc., One  Battery  Park 
Plaza,  New  York,  N  Y  10004.  We  are  an  Equal  Opportunity  Employer,  M/F. 

When  E.E  Hutton  talks, 
people  listen. 


The  newlax  Reform  Bill. 
One  more  reason  to  hold 
your  meeting  at 
Cerromar  or  Dorado. 

(Now  part  of  the  gracious  world  of  Regent  International.) 

smaller  or  executive  meeting  is  held 
beside  two  miles  of  shore. 

With  villa-like  rooms  and  great  pri- 
vacy. Each  offers  two  Robert  Trent 
Jones  golf  courses,  tennis,  superb 
dining,  a  casino. 

For  brochures  or  more  information  on 
conferences  and  meetings  at  Cerromar 
or  Dorado  Beach,  contact  Paul 
McManus,  Director,  Group  &  Convention 
Sales,  Regent  International,  122  East 
55th  Street,  New  York,  New  York  10022. 
Tel.  (212)  935-4950. 


Your  tax  lawyers  will  confirm  that  the 
restrictions  of  the  new  Tax  Reform  Bill  do 
not  apply  to  meetings  held  in  Puerto 
Rico.  They  do  apply  to  other  meetings 
held  outside  U.S.  territory. 

It's  one  more  reason  to  meet  with  us  at 
Cerromar,  that  stunningly  beautiful  hotel 
literally  designed  from  the  ground  up  for 
meetings.  Cerromar  is  so  near  San  Juan 
(about  20  miles).  Yet  so  far  (spacious, 
lovely  setting  and  complete  absence  of 
city  bustle).  Or  at  neighboring  Dorado 
Beach:  gracious,  luxurious,  where  your 


{J§  The  Gracious  World  of  Regent  International  Hotels 


CERROMAR  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 


DORADO  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 


FI017 


"  A^  %«#Vb  Or  write  to: 

Porter  Brown.  Director 


^  P.O.  Box  60347 

Oklahoma  City.  Oklahoma  73106 


Name  

Address. 


.State- 


.  Zip_ 


City  

California  residents:  415-421-5807.  Robert 
McArdle,  Director,  405  Montgomery  Street, 
San  Francisco,  California  94106. 

An  operating  unit  of  C1T  Financial  Corporation, 
one  of  the  nations  largest  multiline  financial 

serv  ices  organizations,  with  assets 
of  $7.5  billion. 


[  services'7  EXECUTIVE  FINANCIAL  SERVICE  j 


CfT 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


the  core  in  its  reactor  can  run  from  $30 
million  to  $50  million.  The  core  itself 
costs  less  than  $4  million  (the  exact  I 
figure  is  classified),  but  because  the  job  I 
of  getting  at  it  involves  so  much  time 
and  care,  the  Navy  gives  the  big  un- 
dersea boats  a  complete  overhaul  as 
part  of  the  refueling  process.  The  costs, 
however,  are  in  keeping  with  the  in- 
vestment in  the  nuclear  fleet — $1  bil- 
lion for  a  missile-firing  Poseidon  sub- 
marine. $400  million  to  $500  million  for) 
an  attack  craft.  A  single  nuclear  core, 
moreover,  can  drive  the  vessel  for  as 
long  as  ten  years  or  360,000  miles. 

Instant  Mortgages 

An  Atlanta-based  real  estate  organiza- 
tion is  setting  up  a  national  mortgage 
company  to  allow  home  buyers  to  obtain 
instant  financing  at  any  of  its  1,100  affili- 
ated offices.  The  idea,  according  to  Hen- 
ry F.  Carter,  president  of  Gallery  of 
Homes,  Inc.,  a  franchise  operation  es- 
tablished in  1949,  is  to  create  a  "one-stop 
convenience  package  for  home  buyers 
and  sellers.  Working  through  a  Gallery 
office,  he  explains,  "customers  will  be 
able  to  put  their  homes  up  for  sale  in  one 
community  and  prequalify  for  a  loan  on 
another  one  anywhere  in  the  U.S."  Gal- 
lery s  member-licensees  handled  $5.5 
billion  worth  of  residential  sales  last 
year,  involving  $3  billion  in  new  mort- 
gages, according  to  Carter.  Marketing 
tests  for  the  instant-mortgage  scheme 
are  scheduled  to  begin  in  October  in 
Houston  and  Dallas,  Tex.,  Pittsburgh, 
Pa.  and  statewide  in  North  Carolina. 
Gallery  is  already  committed  to  setting 
up  the  national  mortgaging  plan,  Carter 
says,  and  the  tests  are  not  to  check  its 
viability  but  rather  to  learn  how  to  make 
the  one-stop  transactions  work  as 
smoothly  as  possible. 

America,  The  Beautiful 

The  "buy  American"  bug  is  biting  hard 
in  Canada.  During  the  past  18  months, 
investors  from  north  of  the  border  have 
put  $3  billion  into  U.S.  real  estate, 
primarily  apartment  and  office  buildings, 
shopping  centers  and  similar  income- 
producers.  Favorite  areas  for  these  Cana- 
dian shoppers  are  currently  California, 
Colorado,  Florida  and  Georgia.  Buying 
U.S.  property  is  not  new  for  Canadians, 
of  course,  but  the  recent  volume  is 
unprecedented.  During  the  early  1970s, 
Canadian  spending  for  American  real 
estate  averaged  a  modest  $300  million  a 
year.  Last  year,  faced  with  high  interest 
rates  and  rising  labor  and  construction 
costs  at  home,  Canadians  sent  the  total 
soaring  past  the  $2-billion  mark,  and  the 
figure  for  1977  is  expected  to  top  that.  ■ 
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YOUR  PENSION  FUND 
WAY  BE  RUN  OUT  OF  HABIT 
INSTEAD  OF  FORESIGHT. 


)o  many  pension  managers  ha- 
itually  have  banks  handle  their 
inds. 

We  at  MONY  think  you  should 
onsider  an  additional  resource, 
s.  One  of  our  group  annuity  con- 
acts  may  be  an  ideal  fixed- 
icome  funding  vehicle  for  your 
ension  plan. 

Because,  as  well-managed  as 
ley  are,  most  banks  don't  give 
du  the  high  interest  guarantees 
10NY  can  offer  through  its  group 
nnuity  contracts.  Because  most 
re  not  staffed  to  invest  in  direct 
lacement  loans  which  normally 
ommand  higher  yields.  MONY  is. 

We  were  a  pioneer  in  high-yield, 
irect  placement  loans.  MONY 
'as  also  among  the  first  major  life 
isurance  companies  to  make 
ubstantial  investments  in  such 
slds  as  energy  resources,  auto- 
lobile  fleet  management  and 
sasing,  as  well  as  cable  television 
/stems. 

Innovations  like  these  have  en- 


abled us  to  build  up  a  list  of  over 
2,400  group  pension  clients.  Last 
year  alone,  we  placed  $702  million 
in  new  investments.  That's  over  $3 
million  every  working  day. 

In  addition  to  high  interest  guar- 
antees, an  insurance  company, 
like  MONY,  can  offer  guaranteed 
annuity  rates  for  purchasing  pen- 
sion benefits  for  employees. 

And,  our  staff  of  experts  can 
also  give  you  a  wide  range  of  plan 
services— research,  consultation 
on  plan  design,  benefit  payments, 
actuarial  valuations,  employee 
communications,  assistance  with 
required  governmental  forms. 

Basically,  we  plan  the  program 
with  you  and  then  run  it  for  you. 
You  set  the  rules.  We  carry  them 
out. 

One  of  the  few  things  you  have 
to  do  is  call  Peter  Cross  at  (212) 
586-4000  for  more  information.  Or 
just  send  in  the  coupon.  The  first 
step  in  setting  new  performance 
records  is  breaking  old  habits. 


This  advertisement  is  intended  solely  for 
employers  or  trustees  of  corporate  tax-qualified 
pension  or  profit-sharing  plans.  On  request,  we 
will  gladly  provide  (1)  financial  data  about 
MONY,  including  balance  sheets  and  state- 
ments of  operations  for  the  past  two  years;  and 
(2)  other  material  information  about  our 
guaranteed  interest  group  annuity  contracts, 
such  as  how  we  determine  and  may  credit  any 
interest  not  expressly  stated  in  our  contracts 
(e.g.,  excess  interest). 


■  MONY  FB10 
|    Drop  3-5 

■  1740  Broadway,  New  York,  N  Y  10019 
Gentlemen: 

■  I    I   Please  send  me 

I    —    MONY's  comprehensive 
booklet  on  managing 
pension  funds. 

|    I  Please  have  a  representative 
call  me  with  more  Information 
on  how  MONY's  performance 
record  can  help  me 

I  Name 


Title 


Company  Phone 

Address 


City  State  Zip 


The  Mutual  Life  Insurance  Company  Of  New  York 


PERFORMANCE  IS  OUR  GREATEST  ASSET.  MONY. 


The  pioneers. 

If  we  built  their  way  today,  there  wouldr 


The  American  pioneers. 

They  were  a  hardy  lot.  But 
in  clearing  the  land  for  home 
and  farm,  they  consumed  our 
forest  resources  at  a  rate  we 
couldn't  live  with  today. 

For  a  typical  320  square 
foot  log  cabin,  our  forbears 
used  70  trees.  And  burned 
what  was  left  over. 


Today,  that  same  number  of 
trees  would  provide  a  3500 
square  foot  home — plus  enough 
tissue  and  paper  products  for 
an  average  family — for  over 
30  years! 

At  Georgia-Pacific,  we're 
learning  to  make  our  forests 
yield  more  with  skills  the 
pioneers  would  never  have 
dreamed  of.  And  we're  apply- 


ing the  same  utilization  techu 
niques  to  every  resource 
we  manage. 

Managing  resources — it' 
one  of  the  reasons  we're  cal 
the  Growth  Company. 


ore  information  on  forest  utilization — 
'Utilization,"  Dept.  F-5, 
'ia-Pacific.  900  S.W.  Fifth  Avenue, 
nd,  Oregon  97204. 


Georgia-Ffecific  ^ 

The  Growth  Company 


Follow-through 


LNG  Ship:  Slowed,  but  still  on  course. 
LNG  Ships — A  Dream  Deferred 

Liquefied  natural  gas  ships,  IU  Inter- 
national Chairman  John  M.  Seahrook 
said  a  year  ago,  "should  be  more  stable 
than  any  business  we've  got.  It  will  get  to 
be  so  big  it  will  absolutely  overpower 
everything  else." 

— Forbes  Oct.  1.  1976 
John  Seabrook's  optimism  is  un- 
dimmed,  but  his  company  nonetheless 
has  trimmed  sail  on  expansion  plans  for 
its  LNG  fleet.  Last  fall,  IU  had  ticketed 
$500  million  to  spend  on  six  LNG  ships. 
One  was  already  afloat,  another  was  al- 
most ready  and  four  were  on  order.  Four 
of  the  hoped-for  six-ship  fleet  had 
charter  contracts. 

Today,  three  IU  International  LNG 
ships  are  sailing  under  20-year  charters, 
earn  ing  liquefied  gas  from  Abu  Dhabi  to 
Japan.  A  fourth,  the  Golar  Freeze,  is 
operating  under  a  six-month  charter 
from  a  Burmah  Oil  subsidiary  and  is 
outbound  to  Indonesia  to  begin  hauling 
gas  to  Japan.  The  fifth  and  sixth  ships, 
however,  which  were  due  to  come  down 
the  ways  next  year,  have  been  deferred 
and  are  now  scheduled  for  delivery  in 
1980  and  1982. 

The  slowdown  is  understandable. 
Caution  signals  are  flying  for  all  the 
world's  LNG  ships.  About  a  fourth  of  the 
twoscore  tankers  in  existence  have  been 
mothballed  because  of  slow  demand. 
The  total  on  order  in  U.S.  yards  was 
reduced  from  20  to  18  last  month  when 
Burmah  Oil  canceled  two  orders. 

None  of  this  has  seriously  dampened 
Seabrook's  feelings  about  his  LNG  ships. 
True,  1976  turned  out  even  worse  than 
Forbes  forecast  a  year  ago.  IU's  per- 
share  earnings  were  then  projected  to 


drop  from  $2.50  to  $1.80.  Actually,  they 
sank  to  $1.25.  Seabrook,  however,  still 
thinks  1976  will  prove  to  have  been  the 
bottom  year.  He  could  be  right.  Per- 
share  earnings  for  the  first  half  of  1977 
were  94  cents,  vs.  72  cents  for  the  same 
1976  period.  And  that  was  in  the  face  of  a 
$1.5-million  first-half  loss  for  IU's  ship- 
ping division,  mainly  because  the  Golar 
Freeze  spent  the  first  six  months  of  the 
year  swinging  idle  at  anchor  at  a  Norwe- 
gian anchorage. 

What  of  the  future? 

A  Wall  Street  analyst  specializing  in 
LNG  operations  says  that  for  the  next 
few  years  charter  business  will  depend 
on  whether  shipyards  can  deliver  on 
schedule.  For  the  1980s,  he  adds,  the 
outlook  is  uncertain.  Seabrook,  howev- 
er, sees  full  steam  ahead.  Granted  that 
IU  has  deferred  delivery  of  two  Japan- 
built  tankers,  the  urbane  frozen-food 
heir  says,  "It  would  appear  that  in  the 
1980  and  1982  time  frame  we  can  utilize 
them.'  Seabrook's  hopes  for  a  quick  re- 
turn to  an  annual  15%  average  earnings 
growth  for  IU,  which  he  spoke  of  readily 
a  year  ago,  have  also  been  deferred.  He 
still  sees  it  on  the  horizon — but  not  until 
the  1980s. 

Salvage  On  The  Penn  Central 

How  goes  Penn  Central?  The  Aug.  15, 
1976  Forbes  predicted  that  "if  the  cur- 
rent [reorganization]  plan  or  something 
like  it  goes  through  .  .  .  the  bondholders 
.  .  .  will  come  out  a  good  deal  better 
than  the  market  thought  possible. 

The  proposed  plans  to  reorganize  the 
huge  bankrupt  transportation  company 
are  still  inching  along.  Final  arguments 
on  them  are  scheduled  in  early  Octo- 
ber before  a  federal  district  court  in 
Philadelphia.  After  that,  the  court  will 
make  its  decision.  Wall  Street,  of 
course,  can  only  guess  at  the  final  time- 


table, but  insiders  expect  a  decision  by 
the  year's  end,  with  the  plan  going  into 
effect  next  spring.  Meanwhile,  Penn 
Central  bonds  have  indeed  done  well. 
In  August  1976  most  junior  bonds  were 
trading  below  10  cents  on  the  dollar; 
by  May  1977  they  were  at  18  cents, 
and  by  September  at  26  cents  to  27 
cents  on  the  dollar.  Senior  issues,  be- 
tween 10  cents  and  15  cents  on  the 
dollar  a  year  ago,  reached  about  30 
cents  last  spring  and  last  month  were 
trading  around  38  cents  on  the  dollar. 

Unwanted  Bargains 

Just  a  year  ago,  Forbes'  Statistical 
Spotlight  focused  on  the  stocks  of  44 
listed  companies  that,  despite  well- 
above-average  return  on  equity,  were 
selling  at  price/earnings  multiples  rough- 
ly half  that  of  Standard  &  Poor's  average  • 
of  .500  stocks. 

The  Forbes  spotlight  generated  more^ 
light  than  heat.  That  shopping  list  of 
"statistical  bargains  published  in  our 
Oct.  I,  1976  issue  could  be  reprinted  in 
this  issue — virtually  without  change.  Far 
from  having  shown  any  dramatic  move- 
ment, the  price/earnings  ratios  of  the 
stocks  selected  have  barely  moved  at  all. 
Only  one  of  the  44  companies  listed, 
Ocean  Drilling,  sells  now  at  a  P/E  ratio 
substantially  higher  than  the  S&P  500 
(which  itself  has  dropped  from  11.5  to 
9.3).  Ocean  Drilling  s  earnings  are  half 
those  of  a  year  ago  (an  industn-wide  sur- 
plus of  offshore  drilling  rigs  is  one  rea- 
son), but  its  price  has  risen  and  its  P/E 
ratio  has  climbed  from  six  to  16. 

A  few  companies,  like  Coastal  States 
Gas,  have  improved  their  ratios,  but  still 
run  well  below  the  S&P  500.  Coastal  Gas 
earnings  grew  28%  in  the  last  12  months 
and  its  stock's  price  doubled,  but  its  P/E 
ratio  moved  only  from  four  to  six. 

Even  diversified  companies  like  Gulf 


Penn  Central:  Bondholders  see  more  light  at  the  end  of  the  tunnel. 


14 


FORBES,  OCTOBER  1,  1977 


WE  MAKE  AN  EXTRA  POINT  OF  SOLVING 

FOUR  TOUGHEST  BANKING  PROBLEM.  At  North  America,  converting  banking 
problems  to  banking  solutions  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
:losely  with  you  to  find  the  answer  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
4oney  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
issets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
>ervice  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
:ompany  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
he  winning  solution. 


CjT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAL  CORPORATION 


Achievement  out  of  dreams. 


The  people  of  America  are 
blessed  with  an  environment  that 
encourages  them  to  act  and  think 
as  individuals.  It  is  this 
environment  that  fosters  the 
dreams  from  which  new  ideas 
come.  Ideas  which,  in  turn,  often 
develop  into  the  realities  that  have  j 
given  Americans  more  individual 
freedom  than  any  other  people. 

In  this  development, 
communications  plays  an  integral 
role.  We  at  United  Telecom  are  in 
the  business  of  communications. 
Every  day  we  help  millions  of 
people  in  nearly  3,000 
communities  talk  about  their 
ideas  through  United  Telephone, 
the  nation's  3rd  largest  telephone 
system. 

We  believe  that  only  through 
an  environment  that  encourages 
progressive  thinking,  enriched  by 
a  system  of  communications 
second  to  none,  can  Americans 
continue  to  achieve  in  a  world  that 
needs  achievement  more  than  ever. 


United  Telecom 

United  Telecommunications,  Inc  I 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


Ted  Braun,  president  of  Foresight  Systems,  Inc.,  a 


subsidiary  ot  United  C 


omputmg  System 


sponsible 


for  the  development  of  Foresight,  a  new  fmancial- 
analvsis,  management-reporting  and  financial-modeling 
management  system.  Foresight  gives  control  ot 
computerized  reports  to  management  instead  of 
computer  programmers. 


United  Telecommunications,  lnc  ,  P.O.  Box  11 115.  Plaia  Station.  Kansas  City,  Missouri  64112  United  Telecom  companies:  United  Telephone 
System.  United  Computing  Systems,  North  Electnc  Company  New  York  Stock  Exchange  Symbol  UT  Newspaper  listing  UniTel 


hollow-through 


&  Western,  which  Forbes  thought 
"should  grow  with  a  broad-based  eco- 
nomic recovery,"  have  failed  to  live  up  to 
their  billing.  G&W's  stock  price  has  fall- 
en from  17  to  12  and  its  P/E  ratio  has 
remained  just  about  the  same. 

Obviously,  it  takes  more  than  statis- 
tics, spotlighted  or  not,  to  make  a 
bargain. 

Waiting  For  The  Bus 

In  its  Aug.  1,  1976  issue,  Forbes  not- 
ed that  the  federal  government  had  cre- 
ated new  competition  in  bus  manufactur- 
ing but  might  also  turn  out  to  be  the 
industry's  ultimate  management.  What 
happened  since? 

Last  spring,  Brock  Adams,  Jimmy 
Carter's  Secretary  of  Transportation,  de- 
creed that  the  bus  of  the  future  will  be 
the  "Transbus,"  a  low-floored,  ramped 
vehicle  design  that  the  department  spent 
$27  million  to  develop.  The  question 
then  became  what  the  three  major  U.S. 
bus  manufacturers,  General  Motors, 
Flxible  Co.  and  American  Motors, 
would — or  could — do  to  meet  Adams' 
October  1979  deadline. 

AMC  moved  into  the  business,  then 
shared  by  GM  and  Flxible,  in  the  early 
1970s,  after  Congress  voted  to  provide 
80%  of  the  funds  for  municipalities  that 
wanted  new  mass-transit  vehicles.  Bus- 
buying  boomed  and  soon  each  of  the 
three  competitors  was  claiming  a  third  of 
a  4,800-vehicle-a-year  market,  worth 
$300  million  annually.  GM,  meantime, 
spent  $50  million  to  develop  a  new  "ad- 
vanced" bus  that  carried  a  $75,000  price 
tag,  $10,000  more  than  existing  AMC 
and  Flxible  models.  (Since  then,  another 
$10,000  has  been  added  to  the  GM  stick- 
er price.)  Nonetheless,  the  federal  ex- 
perts gave  it  their  blessing.  Because  that 
meant  the  GM  bus  would  rate  federal 
subsidies,  the  scales  were  automatically 
loaded  in  GM's  favor.  AMC  then  went  to 
court,  charging  that  because  no  one 
could  beat  that  kind  of  competition,  it 
faced  going  out  of  the  bus  business.  The 
courts  decided  against  AMC,  and  the 
company  feels  that  the  chances  of  revers- 
ing the  decision  are  too  slim  to  warrant 
an  appeal. 

Where  does  all  this  leave  Brock  Ad- 
ams and  his  dream  bus? 

AMC  still  hopes  to  get  aboard  the 
Transbus,  but  a  spokesman  admits 
"grave  concern  about  our  capability"  of 
producing  one  in  time.  Flxible  thinks  it 
will  need  three  years  to  get  ready  with 
the  Transbus — well  beyond  Adams'  Oc- 
tober 1979  deadline.  And  General  Mo- 
tors, once  the  dominant  busmaker,  says 
flatly  it  will  need  "up  to"  five  years  to  put 
a  GM  Transbus  on  the  road.  ■ 


MALCOLM 
RAINWEAR 

Why  should  you  care  that  Malcolm 
Kenneth  is  part  of  the  After  Six  corporate 
family? 

First,  because  of  fashion  input.  The 
After  Six  family  of  brands  has  its  finger  on 
the  pulse  of  fashion  everywhere.  Individual 
members  like  Malcolm  Kenneth  benefit  from 
the  creative  climate  and  reflect  the  newest, 
most  exciting  styling  directions. 

And  just  as  each  person  in  a  human 
family  reflects  the  total  attitude,  Malcolm 
Kenneth  lives  up  to  the  family  dedication  to 
tailoring  quality  and  integrity. 

A  great  example  is  this  Malcolm  Kenneth 
raincoat  with  the  boldness  of  European 
styling.  See  it  at  Barney's,  New  York;  Field 
Bros.,  New  York;  Yale-Genton,  Springfield, 
Mass.;  Julius  Lewis,  Memphis,  Term.; 
Furman's,  Jackson,  Mich.;  and  other  fine 
stores  everywhere.  For  the  name  of  one  near 
you,  write  to  22nd  &  Market  Streets, 
Philadelphia,  Pa.  19103. 

PART  OF  THE 
AFTER  SIX 
FAMILY. 


MALCOLM  KENNETH/A  DIVISION  OF  AFTER  SIX  INC 


Forbes  Reprint 

Reprints  of  the  FORBES  essay  (Nov.  75, 
7976,1,  "Inflation  Is  Now  Too  Serious  A 
Matter  To  Leave  To  The  Economists," 
are  again  available.  To  order,  please 
use  the  coupon  below  and  include  pay- 
ment with  order. 


Price  Schedule 
1-   9  copies  $1.25  each 

10-  99  copies  .60  each 

100-499  copies  .50  each 

500  or  more  copies       .40  each 


FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 


Please  send  me    copies  of  the 

FORBES  essay.  I  have  enclosed  pay- 
ment with  my  order. 

Name  _  


Address 

City   

State   

Zip 


(Please  allow  4  weeks  for  delivery.) 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  120-121 
of  this  issue  for 

CLASSIFIED 
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COME  TO  THE 
CAYMANS 
BEFORE 
EVERYONE 
ELSE  DOES. 


You  may  never  have  heard  of  the 
Cayman  Islands. 
But  you  will. 

More  and  more  people  are  discov- 
ering the  joys  of  a  holiday  in  these 
unspoiled,  uncrowded  islands. 

Still  a  Crown  Colony  with  the 
ancient  British  traditions  of  law  and 
order.  A  place  to  relax.  To  enjoy  the 
simple  pleasures  of  life  in  a  quiet, 
tranquil  environment. 

Endless  white  beaches.  Crystal 
clear  waters.  300  years  of  history  to 
explore.  Cayman  cookery  to  savor. 
Wonderful  friendly  people  waiting  to 
welcome  you. 

Accommodations  are  limited,  but 
exceptional. 

Very  easy  to  afford.  And  very 
easy  to  get  to. 

An  hour's  flight  from  Miami  on 
Cayman  Airways,  down  on  the  quiet 
edge  of  the  Caribbean,  where  the 
weather  is  near  perfect  year-round. 

Come  to  the  Caymans  before 
everyone  else  does.  There  are  oniy  a 
few  islands  like  them  left.  And  none 
as  close  to  the  United  States. 

Call  your  travel  agent'.  Or  send  in 
the  coupon. 


Cayman  Islands  Department  of  Tourism  F01 

250  Catalonia  Avenue.  Suite  604 
Coral  Gables.  Florida  33134 

Please  send  me  your  colorful  brochure 
that  tells  all  about  discovering  the  joys 
of  the  Caymans 

Name 


City  State  Zip 


CRVHRH  f  '  ISLANDS 

Not  for  everyone. 


Readers  Say 


Giant  Crap  Shoot 

SiR:  I  disagree  with  your  allegation 
that  SEC  reforms  ushering  in  competi- 
tive commissions  in  the  sale  of  common 
stock  are  responsible  for  present  market 
doldrums  (Fact  and  Comment,  Sept.  I). 
The  reason  I  left  the  market  as  an  inves- 
tor after  ten  years  was  the  realization  the 
giant  crap  shoot  was  shot.  The  SEC  has 
performed  a  long-term  favor  to  the  mar- 
ket by  discouraging  those  friendly  bimbo 
brokers  who  filled  the  chairs  in  the  ele- 
gant and  plush  offices  of  our  local  Tout, 
Dicker,  Ticker  and  Churn. 

— Tom  L.  Cook 
San  Francisco,  Calif. 

Democrats'  Antitrust  Record 

Sir:  "The  Lull  Before  The  (Antitrust) 
Storm"  (Aug.  15)  suggests  that  there 
may  be  a  new  age  in  antitrust  enforce- 
ment on  the  horizon.  Before  would-be 
predatory  pricers  and  carnivorous  con- 
glomerators  head  for  the  hills,  they 
should  look  at  the  record  of  the  past 
several  decades.  Rarely  have  the  Demo- 
crats had  a  vital  antitrust  policy.  Even 
Ralph  Nader  admits  that  the  most  vigor- 
ous period  in  modern  days  was  during 
the  Eisenhower  years. 

If  history  teaches  us  anything,  it 
should  lead  us  to  expect  that  new  Assis- 
tant Attorney  General  Shenefield  will  file 
a  "big  case.  "  If  he  follows  this  script,  in 
his  effort  to  "break  new  legal  ground," 
he  will  fall  into  the  same  trap  as  did  his 
predecessors  during  the  Truman  Admin- 
istration, when  the  antitrusters  were  so 
busy  fighting  Du  Pont,  General  Motors, 
IBM  and  AT&T  that  they  let  the  "badly 
needed"  Celler-Kefauver  amendment  lie 
around  until  the  Republicans  took  over. 

— Theodore  P.  Kovaleff 
Assistant  Dean, 
Columbia  University 
New  York,  N.Y. 

Friendly  CPAs 

SiR:  You  use  a  cover  portraying  a  CPA 
( Sept.  1 )  with  a  calculator  mind  and  face, 
connoting  a  robot-like  nature.  It  is  poor 
taste  to  portray  a  prestigious  field  in  such 
a  manner.  I  have  many  CPAs  as  friends 
and  I  want  you  to  know  they  are  just  as 
sociable,  personable  and  friendly  as  indi- 
viduals I  know  in  other  fields. 

— Randall  A.  Edwards 
Columbus,  Ga. 

What's  So  Bad  About  Crime  .  .  . 

Sir:  Re  "What's  So  Bad  About  Pollu- 
tion-Control Spending?"  (Fact  and  Com- 
ment, Sept.  1).  To  the  extent  it  is  neces- 
sary to  really  protect  the  health  and 
welfare  of  the  populace,  this  spending  is 


desirable.  But  to  imply  that  such  spend- 
ing is  desirable  merely  because  it  pro- 
duces jobs  for  the  supplier  of  the  equip- 
ment is  like  saying  the  increasing  crime 
rate  is  desirable  because  it  forces  us  to 
employ  more  policemen,  more  judges, 
more  prison  guards. 

— Herbert  C.  Clough 
San  Mateo,  Calif. 

Not  A  Trick 

Sir:  Re  "U.S."  UNICEF  Is  A  Trick, 
Not  A  Treat"  (Fact  and  Comment,  Sept. 
1).  You  lump  together  the  U.S.  Commit- 
tee's Greeting  Card  and  Halloween  pro- 
grams. They  function  as  two  distinctly 
separate  arms  of  our  overall  support  ac- 
tivities. The  Greeting  Card  operation  is 
but  one  part  of  a  multifaceted  fund-rais- 
ing strategy  that  made  it  possible,  for  the 
year  ended  Mar.  31,  1977,  to  turn  over 
to  UNICEF  a  total  of  S6,595,813,  or  70 
cents  of  every  dollar  raised,  which  in- 
cluded payment  of  direct  production 
costs  of  greeting  cards,  calendars  and 
publicity  materials  incurred  by  UNICEF 
itself,  estimated  to  be  $1,077,267. 
The  average  American  consumer  buys 
UNICEF  cards  chiefly  because  they  are 
attractively  designed  and  priced:  Chari- 
table giving  is  the  peripheral  motive. 
The  U.S.  Committee  for  UNICEF 
meets  NIB  standards. 

— C.  Lloyd  Bailey 
Executive  Director, 
U.S.  Committee  for  UNICEF 
Sew  York,  N  Y. 

SiR:  Re  the  comment  that  "relatively 
few  of  the  pennies  collected  by  Hallow- 
een Trick  or  Treaters  .  .  .  get  to  UNI- 
CEF for  its  purposes."  NIB's  report 
clearly  states  that  as  a  matter  of  policy 
(during  fiscal  1975)  the  U.S.  Committee 
for  UNICEF  sent  85  cents  of  every  dol- 
lar in  contributions  received  to  UNICEF 
as  part  of  its  annual  allocation.  Accord- 
ingly only  15  cents  of  every  dollar  in 
contributions  received  was  spent  on  the 
committee's  expenses. 

— M.C.  Van  de  Workeen 
Executive  Director, 
National  Information  Bureau 
New  York,  N.Y. 

Baloney  To  Your  Baloney 

Sir:  "  'Spare  The  Rod,  Spoil  The 
Child' — It's  Baloney"  (Fact  and  Com- 
ment, Sept.  1)  is  baloney.  My  wife  and  I 
have  also  raised  five  children,  and  each 
has  had  his  or  her  share  of  spankings  in 
their  young  days.  When  children  are 
younger,  I  really  believe  that  parents 
should  "get  their  attention"  with  spank- 
ings for  wTong  deeds,  and  mix  it  in  with 
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Only  rarely  is  a  product  created 
with  such  innovative  design,  tech- 
nological excellence  and  boundless 
usefulness  that  it  becomes  the 
standard  by  which  all  others  are- 
measured. 

In  the  personal  cassette  recorder 
category,  that  product  is  the  Craig 
Electronic  Notebook.® 


lots  of  love  for  the  rest  of  the  time.  The 
time  when  parents  have  to  stop  using  the 
hand  and  start  using  the  head  is  when 
their  children  become  teenagers. 

— John  Lawrence  Jr. 
Cincinnati,  Ohio 

SlR:  This,  of  course,  explains  the  five 
slobs  you  raised. 

— J.C.  Thomas 
Los  Angeles,  Calif. 

Popular  Myth 

SIR:  In  answer  to  the  question  asked  in 
the  article  "Toxic?  To  Whom?"  (Sept.  1): 
"or  don't  businessmen  have  con- 
sciences?" They  do,  as  long  as  their 
pocketbooks  aren't  affected. 

— Sandra  Walowack 
Yonkers,  N.Y. 

Against  High- Priced  Gas 

SlR:  When  a  gallon  of  gasoline  costs  as 
much  as  you  suggest  (Fact  and  Com- 
ment, Aug.  1),  only  the  rich  and  ex- 
pense-account aristocracy  will  enjoy  all 
the  fuel  they  want  to  power  their  over- 
sized cars  and  luxury  yachts  without  pain 
while  the  rest  of  us  suffer. 

— Rupert  Bond 
San  Francisco,  Calif. 

No  Such  Person 

SlR:  The  outstanding  man  of  the  20th 
century  will  be  a  man  who  can  give  us  a 
balanced  federal  budget,  pay  off  1%  of 
our  national  debt  annually  and  continue 
to  be  reelected.  I  fear  that  such  a  man  is 
yet  unborn  and  that  this  person's  mother 
is  already  dead. 

— James  Basil  Hall 
Mount  Dora,  Fla. 

A  Hurt  That  Heals 

SlR:  You  write  that  viewing  the  de- 
parted is  cruel  to  the  living  and  immate- 
rial to  the  dead  (Fact  and  Comment, 
Sept.  1).  It  may  be  a  hurt,  but  it  is  a  hurt 
that  heals.  Often  it  is  one  of  the  first 
steps  that  those  people  who  have  sur- 
vived a  death  take  toward  the  resolution 
of  their  grief. 

— Howard  C.  Raether 
Executive  Director, 
National  Funeral  Directors  Assoc. 

Milwaukee,  Wis. 

Gas  Is  Unhealthy 

Sir:  Maybe  the  EPA  should  ban  the 
sale  of  gasoline.  If  white  mice  are  given 
gasoline  instead  of  water,  they  develop 
health  problems. 

— Rob  Cave 
Irving,  Tex. 


For  further  information,  write  to  Craig  Corporation,  Department  (  V ), 
921  West  Artesia  Boulevard,  Compton,  California  90220. 


LeBaron  2-Door 

A  personal  car 
inside  and  out. 

Should  you  be  looking  for  a  sleek, 
personal  car  this  year,  make 
Chrysler  LeBaron  your  choice.  It's 
the  first  of  a  totally  new  class  of 
automobiles.  LeBaron  2-door  comes 
with  many  personal  appointments 
of  luxury.  Overhead  lighting.  Velour 
seats.  And  soft  leather  seating  is 
available  on  the  Medallion  model. 
In  short,  LeBaron  gives  you  the 
pleasures  of  a  luxury  car  at  a  price 
that  makes  it  a  pleasure  to  own. 


The  % 

Never  before  has  there  be 


LeBaron  4-Door 

Luxurious  and  affordable. 

The  nice  thing  about  LeBaron  is  the 
way  it  satisfies  your  taste  for  luxury 
but  still  has  regard  for  your  budget. 
LeBaron  4-door,  for  example,  is 
elegant  both  inside  and  out.  The 
luxurious  LeBaron  pictured  at  your 
right  is  equipped  with  a  padded  vinyl 
roof,  available  wire  wheel  covers, 
plush  velour  seats,  and  much  more. 
In  fact,  it  comes  with  many  of  the 
same  comfort  and  convenience 
features  you'd  find  on  $12,000 
sedans.  But  LeBaron  can  be  yours 
for  many  thousands  of  dollars  less. 


LeBaron 
TownS  Country 

There  are  many 

new  wagons,  but  there 
is  stil!  only  one  Chrysler. 

If  you  have  a  family,  or  just  like  the 
feel  of  a  wagon,  this  could  very  well 
be  your  choice  for  1978.  LeBaron 
Town  &  Country  is  a  lighter,  more 
efficient  size  luxury  wagon.  But 
don't  let  that  fool  you.  It  has  90 
percent  as  much  passenger 
space  as  last  year's  full-size  Town  & 
Country.  And  though  LeBaron  is 
smaller  outside,  it's  still  big  on 
luxury  inside. 


Lryslers. 

:n  a  luxury  of  choice. 


Cordoba 


The  ultimate 
personal  car. 

Cordoba  has  been  the  choice  of 
many  discerning  car  buyers,  in  fact, 
it's  the  most  successful  Chrysler  ever 
introduced.  And  that's  quite  an 
accomplishment.  But  then,  Cordoba 
is  quite  an  automobile.  This  year's 
Cordoba  is  newly  styled  to  make  it 
the  ultimate  personal  luxury  car. 
From  its  classic  lines,  to  its  impec- 
cable luxury,  to  its  affordable  price, 
Cordoba  has  the  utmost  considera- 
tion for  quality. 


Newport 

So  much  Chrysler 
for  so  little. 

There  are  those  of  us  who  demand 
full-size  comfort.  Then,  there  are 
those  of  us  who  demand  value. 
Somehow,  Newport  has  managed  to 
combine  both.  For  1978,  Newport 
offers  you  standard  comfort  features 
like  power  steering  and  brakes, 
steel-belted  radials,  automatic 
transmission,  rich  foam  cushions, 
even  the  Electronic  Lean  Burn 
engine.  And  the  price?  Well,  let's  put 
it  this  way.  Newport  is  our  most 
affordable  full-size  Chrysler. 


New  Yorker 

The  feel  of  luxury 
and  a  sense  of  value. 

Traditionally,  New  Yorker's  always 
had  a  knack  for  bringing  pleasure  to 
even  the  most  fastidious  car  owner. 
This  year's  New  Yorker  may  be  the 
finest  yet.  It  literally  surrounds  you 
in  comfort.  And  the  most  surprising 
comfort  feature  of  all,  is  New 
Yorker's  very  reasonable  price. 

But  whatever  type  of 
luxury  you  want  to  Buy  or  [ 
Lease  for  1978,  the  choice;  jI»Lvi£!±!» 
is  up  to  you.  At  your 
Chrysler-Plymouth  Dealer,  a  product  ^ 


Tired  of  ordinary  banking? 


Try  mcorp 
banking. 


Ordinary  banking  often  means  too  many  meetings  with  too  many 
people.  And  that's  tedious  and  inefficient. 
InCorp  banking  is  different. 

Just  one  InCorp  Banker  can  provide  you  with  commercial 
lending,  appraisals,  leasing,  international  banking,  factoring, 
construction  financing,  funds  management,  and  more... 
all  from  InCorp,  a  $2  billion  multi-national  financial  services 
corporation.  And  all  coordinated  for  efficiency  and 
time  savings. 

For  more  information,  call  George  P.  Clayson  III, 
Senior  Vice  President,  at  (401)  278-5840.  Vtilil/ 

One  InCorp  Banker  delivers  on  all  your  ^^^^^^ 
company's  financial  needs  ^  INODRP 


A  financial  services  ccmpai 


Industrial  National  Bank.  Prov .  R  I  •  Inleasmg  Corp  .  Prov .  R.I  •  Ambassador  Factors  New  York.  N  Y  •  Mortgage  Assoc  .  Inc..  Mil.,  Wis  •  Kensington  Mortgage  and  FinJ 
Corp  .  Mil  .  Wis  •  Southern  Discount  Co  .  Atl  .  Ga  •  Information  Sciences.  Inc  .  Prov .  R.I  •  Westminster  Properties.  Inc  .  Prov .  R.I  •  International  Appraisal  Co  .  Fair  Law! 
•  IN B  Appraisal  Co  of  Canada.  Ltd  .  Ont  •  Industrial  Capital  Corp..  Prov .  R.I  •  Industrial  Nat  Mortgage  Co  .  Prov..  R.I.  •  C-O-M  Service  Bureau.  Inc   Boston  Mass 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  NEW  PANAMA  CANAL  TREATY  SHOULD  BE  APPROVED 


and  the  sooner  the  more  helpful  to  its  purposes  and  intentions. 

Acting  like  the  Canal  Zone  is  part  and  parcel  of  the  U.S.  is, 
in  these  days,  as  anachronistic  as  colonialism  in  Africa.  It  would 
be  like  insisting  we  should  still  own  the  Philippines. 

The  Canal  can  operate  perfectly  well  without  technical  U.S. 
"ownership."  Its  defense — our  continuing  responsibility  in  the 
new  treaty — won't  be  -carried  out  at  the  Canal's  literal  perim- 
eters; its  security  comes  from  the  military  umbrella  we  hold 
over  not  only  the  Americas  but  free  Europe  and  elsewhere. 


I  doubt  that  superficial  flag-waving  and  unwarranted  emo- 
tionalism will  ultimately  prevail  in  the  Senate.  The  Panama 
Canal  accomplishment  was  an  extraordinary  one,  an  enormous 
U.S.  achievement.  That  tale,  magnificently  told  in  David 
McCullough  s  current  best-seller.  The  Path  Between  the  Seas, 
should  be  a  source  of  pride  to  all  concerned. 

This  new  Canal  Zone  treaty  is  in  keeping  with  our  times,  far 
more  attuned  to  our  national  principles,  to  American  ideals.  It 
is  not  a  demonstration  of  our  lack  of  power,  but  proof  of  it. 


IS  IT  ANY  WONDER  STEEL'S  ON  ITS  KNEES? 


Ever  since  there  was  a  grown-up  steel  industry,  the  surest 
way  for  a  politician  to  prove  he's  For  The  People  has  been  to 
denounce  it.  From  both  Roosevelts  right  through  to  Carter, 
with  John  Kennedy  threatening  to  punitively  sic  the  Internal 
Revenue  Service  on  the  companies  and  all  their  execs. 

Even  more  than  automobiles,  oils  and  Con  Ed,  the  steelers 


have  been  jumped  on  to  roll  back  prices,  up  wages,  pay  greater 
taxes,  modernize,  depollute,  compete  abroad  and  a  few  other 
hundred  contradictory  things  all  at  the  same  time. 

In  the  Capitol,  some  smart  guy's  going  to  make  capital  one  of 
these  days  by  suggesting  sympathetically  that  the  steel  compa- 
nies just  might  have  a  problem. 


SM 

is  an  abbreviation  of  both  stock  market  and  sadomasochism — 
and  there  are  those  who  think  they  are  one  and  the  same. 

THE  CONTINUING  CRUSADE  AGAINST  THE  CIA  AND  FBI 


is  dangerous  folly.  For  infinite  numbers  of  rubles,  the  Com- 
mies couldn't  effect  the  devasting  destruction  being  wrought 
on  these  two  agencies  by  myopic,  if  sometimes  well-inten- 
tioned, critics. 

It's  one  thing  to  make  our  intelligence  agencies  cease  certain 
abuses  of  U.S.  citizens'  rights.  But  it  would  be  asinine  to 
shackle  these  Services.  They  provide  about  the  only  effective 
eyes  and  ears  we  have  for  keeping  abreast — hopefully,  ahead — 
of  those,  both  here  and  abroad,  who  are  intent  on  destroying 
this  country. 


Listen,  this  is  a  real  world  we  are  living  in.  If  we're  to 
survive  in  it,  with  our  blessed  plenty  of  freedom  and  things, 
we've  got  to  know  what  the  ideologists  and  nihilists — who  hate 
us  for  what  we  are  and  what  we  have — are  up  to  before  they 
upend  us. 

The  CIA  and  the  FBI  are  our  guys.  They  re  the  othei  guys' 
bad  guys. 

We'd  better  get  our  priorities  straight.  Under  new  CIA 
Director  Admiral  Stansfield  Turner  and  FBI  designate  Direc- 
tor Frank  Johnson,  I  hope— and  think — we  will. 


A  GREAT  PAINTING 

that  says  it  all. 

Look  at  the  expression  on  this  youngl 
Indian's  face.  Brooding.  Perplexed.  I 
Depressed. 

Look  at  his  centuries-old  headdress,, 
traditional  hairstyle,  the  Penneyish  leath- 
er jacket,  the  fading  Superman  T-shirt. 

It's  not  really  the  incongruity  that  getsi 
to  you;  it's  the  way  one  suddenly  sees, 
realizes  what  a  harrowing  disharmony  it 
is  for  American  Indians — with  hundreds 
of  years  of  their  own  culture — to  be  dis- 
placed, enveloped  by  people  and  cul- 
tures totally  alien  to  their  heritage. 

The  painting  doesn't  present  a  solu- 
tion (nor  for  once,  can  I),  but  it  certainly 
conveys  the  problem  better  than  any 
Do-Gooders  or  Do-Badders  have  done. 

James  Bama,  the  artist,  is  an  artist. 


EDWIN  NEWMAN  IS  NOTHING  IF  NOT  ERUDITE 


and  the  current  efforts  to  balloon  across  the  Atlantic  wryly 
remind  me  of  the  way  he  disposed  of  our  own  such  attempt  on 
the  NBC  television  network  a  few  days  after  our  failure  nearly 
three  years  ago: 

I  have  an  idea  for  saving  time  on  the  air  and  space 
in  newspapers  and  cutting  down  on  boredom.  The 
idea  is  to  bring  together  Evel  Knievel  and  Malcolm 
Forbes  and  let  them  do  what  they  do,  or — as  is  often 
the  case — what  they  don't  do,  in  tandem. 

Evel  Knievel  is  the  well-known  daredevil.  Presum- 
ably when  filling  out  his  income  tax  form  that's  what 
he  enters  in  the  blank  for  occupation — daredevil. 

Malcolm  Forbes  is  the  publisher  of  Forbes  Maga- 
zine and  the  balloonist.  It  is  his  desire  to  be  the  first 
man  to  cross  the  Atlantic  by  balloon. 

Well,  let's  take  Forbes  first.  Suppose  he  were 
conceded  to  be  the  first  man  to  cross  the  Atlantic  by 
balloon,  without  his  making  the  trip.  If  he  were,  we 
would  not  have  to  hear  anymore  about  his  abortive 
and  aborted  attempts  to  launch  the  balloon  only  to 
have  gusty  ground  winds  wrench  the  craft  from  its 
moorings.  That  happened  most  recently  yesterday. 
Dear  old  gusty  ground  winds — where  would  we  be 
without  them? 

Knievel  s  last  escapade  was  the  fiasco  when  his 
rocket-powered  thing  failed  to  take  him  across  the 
Snake  River  Canyon  in  Idaho  last  year.  Still,  much 
money  was  made. 

Now  word  comes  from  London  that  a  British  pro- 
moter is  interested  in  having  Knievel  try  a  rocket- 


powered  leap  across  the  Thames.  The  British,  of 
course,  have  a  way  of  importing  our  least  attractive 
exports,  which  creates  opportunities  for  us. 

Why  not  have  Forbes  float  his  balloon  across  the 
Thames  carrying  Knievel  slung  below,  or  above,  but 
anyway  slung?  Alternatively,  why  not  have  Knievel 
leap  the  Thames  in  his  mighty  thing  with  Forbes  in 
tow,  or  underneath,  but  anyway  in  company  with 
him?  The  great  death-defying,  profoundly  boring 
double  feature. 

It  would  get  the  two  of  them  out  of  the  way  at  once. 
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"BACK-TO-SCHOOL"  SALE 

If  you  didn't  see  it,  you 
wouldn't  believe  it — the  ease 
with  which  anyone  can  acquire  a 
handgun  throughout  so  much  of 
the  country. 

Under  the  ironic  headline  of 
"Summer  Clearance  Sale — Just  in 
Time — Back  to  School" — this  ad- 
vertisement in  a  Colorado  news- 
paper included  among  its  offer- 
ings what  has   been   dubbed  a 


"Saturday 
pistols. 


night     special"  in 


SUMMER  CLEARANCE 
just  in  time  BACK  TO  SCHOOL 


LAY  AWAY 
SALE 

AIT  r\/~l\171VT 

ALL  DOWNI 
COATS  VESTS 
&  JACKETS 

COMPLETE  STOCK 

£  BUFFALO 

KTMCTUNDni  SCOUT 
CHO(CL*7"         22  LB  ORI!  MAC. 

TEMCO  MITLER,  Bl  AC  K  BEAR 
BLIZZARD  ZFRO  ZONE 

4\  B8L  6  SHOT 

25%™ 

your  $^099 

CHOICE            /  U  y 

L  FALL 

SUMMER 

MEN'S  DICKIES  JEAN 


50%  POLY 
SANFORIZED 


50%  COTTON 
UK  OZ.TWl' 


No  929  4  No  92S/ 

BOOTCUTJfA 
CHECK 


THIS  GUY  SHOULD  BE  CONSCRIPTED  BY  CHEVY  CHASE 

A  journalist  friend  who  likes  to  do  travel  pieces  when  he 
can  get  the  time  to  trip  writes  with  such  irrepressible  wit 
that  even  his  most  atrocious  puns  are  funny.  His  last  note 
ended  with  this  P.S.:  "I've  run  out  of  sick  days,  so  I'm  going 
to  call  in  dead." 


WE'D  ALL  LIKE  TO  BE  TAKEN 

for  what  we'd  like  to  be. 


WHEN  WHAT  WE  ARE 

is  what  we  want  to  be,  that's  happiness. 


CONGRESS  SHOULD  THINK  LONG  AND  HARD 

By  M.S.  FORBES  Jr. 


before  axing  the  principle  of  manda- 
tory retirement  at  age  65,  at  least  in 
the  private  sector. 

Such  a  move  would  have  serious 
consequences. 

It  would  hurt  employment  oppor- 
tunities for  young  people,  minorities 
and  women.  The  U.S.'  currently 
high  unemployment  rate  is  a  result 
not  so  much  of  a  malfunctioning 
economy  as  it  is  of  the  postwar  baby 
boom  coming  of  working  age  and 
the  extraordinary  surge  of  women 
entering  the  labor  force.  These  two 
factors  have  already  intensified  job 
competition.  In  addition,  of  course, 
prohibiting  compulsory  retirement  is 
likely  to  limit  or  delay  intolerably 
the  promotion  opportunities  for 
those  who  do  get  jobs. 

Doing  away  with  mandatory  retire- 
ment would  have  other  costs.  It 
would  mean  higher  outlays  by  busi- 
ness in  the  areas  of  health  and  life 
insurance,  workers'  and  unemploy- 
ment compensation.  As  a  way  to  in- 
duce unproductive  people  to  leave 
their  payrolls,  companies  might  have 
to  fatten  pensions,  which  will  also 
mean  more  expense. 


Probably  the  highest  cost  will  be  at 
the  managerial  level.  It  is  human  na- 
ture for  supervisors  and  executives, 
especially  CEOs,  to  come  to  believe 
that  they  are  indispensable.  Too 
many  top  people  will  stay  on  too  long. 
Noted  author  James  Michener,  him- 
self 71,  put  it  well:  "I  am  at  an  age 
where  you  might  expect  me  to  say  it 
is  wrong  to  expect  a  man  to  retire,  but 
I  think  people  ought  to  retire  earlier. 
They  can  remain  very  useful,  but  not 
in  a  top  managerial  position. 

"I  think  that  regulation  locking 
these  positions  away  from  young  peo- 
ple is  simply  criminal.  " 

Proponents  for  banning  compul- 
sory retirement  say  that  most  per- 
sonnel problems  can  be  overcome  by 
firing  those  who,  regardless  of  age, 
do  not  perform  satisfactorily.  The 
trouble  is  that  such  evaluations  often 
have  an  element  of  subjectivity  in 
them  that,  however  valid  in  actual 
practice,  might  not  hold  up  in  court. 
The  outcome  is  all  too  predictable — 
a  tidal  wave  of  age  discrimination 
suits  from  those  terminated.  Just  the 
cost  of  defending  this  litigation  will 
in  all  probability  inhibit  companies 


from   firing   unproductive  oldsters. 

One  can  even  see  this  happening: 
An  obviously  infirm  worker  will  fight 
termination  by  saying  that  he  is 
handicapped.  Under  current  law  em- 
ployers must  make  special  provision 
for  these  people,  and  nothing  in  the 
bill  Congress  may  pass  in  the  next  few 
weeks  releases  employers  from  statu- 
tory requirements  governing  employ- 
ment of  the  handicapped  under  such 
circumstances. 

If  Congress  does  terminate  manda- 
tory retirement,  it  should  exempt  top 
and  middle  management.  That  is  the 
only  way  that  many  companies  will 
avoid  hardening  of  the  managerial 
arteries. 

*    *  * 

There  is  one  area,  however,  where 
the  abolition  of  mandatory  retirement 
could  be  very  beneficial — the  federal 
government.  The  bureaucracy  may 
then  become  top-heavy  with  the  el- 
derly. This  situation  would  keep  out 
or  stifle  aggressive  young  "reform- 
ers," which  would,  in  turn,  have  a 
salutary  impact  on  regulation.  In-  e  d 
of  obstructive  meddling,  we  would 
get  a  sleepy,  benign  negk  t 


Other  Comments 

Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  thus  editor's  mind. — MSF 


How  Panama  Happened 

Panama's  existence  as  a  nation  de- 
pends on  keeping  the  Canal  open.  And 
Panamanian  government  officials  are  the 
first  to  admit  this.  .  .  .  The  Canal  and 
the  Zone  are  relics  of  the  Age  of  Imperi- 
alism. Reagan  may  say,  "We  nought  it, 
we  paid  for  it,  we  built  it  and  we  intend 
to  keep  it.  However,  Theodore  Roose- 
velt was  far  more  accurate  when  he  said, 
"I  took  it." 

We  created  the  Republic  of  Panama  in 
order  to  build  the  Canal.  The  Panama- 
nian revolution  against  Colombia  was 
plotted  in  New  York  at  the  Waldorf- 
Astoria  Hotel.  The  Panamanian  declara- 
tion of  independence  was  written  in  New 
Ydrk  by  a  Frenchman,  who  also  designed 
the  Panamanian  flag.  He  bought  the  silk 
for  the  flag  at  Macy's  department  store  in 
New  York.  The  flag  was  sewn  on  the 
Hudson  River  estate  of  a  former  U.S. 
ambassador  to  Paris  by  his  daughter  and 
the  Frenchman's  wife. 

The  Frenchman,  though  not  a  citizen 
of  either  Panama  or  Colombia,  signed 
the  1903  treaty,  which  gave  the  U.S. 
control  of  the  Zone. 


This  is  nothing  we  have  to  apologize 
for.  That  was  how  things  were  done  in 
those  days,  when  Britain,  France,  Hol- 
land, Belgium  and  Portugal  all  had  great 
empires. 

— Harold  Lavine,  The  Arizona  Republic 

Power's  for  Using 

I  did  not  care  a  rap  for  the  mere  form 
and  show  of  power.  I  cared  immensely 
for  the  use  that  could  be  made  of  the 
substance. 

— Theodore  Roosevelt 

Balloonists  Vs.  Accountants 

I  am  reminded  of  the  story  published 
recently  in  the  Financial  Times  about  a 
French  balloonist  who  crossed  the  chan- 
nel and  landed  on  a  field  of  wheat.  He 
asked  an  Englishman  passing  down  the 
lane,  "Excuse  me,  sir,  can  you  tell  me 
where  I  am?"  The  reply  was,  "In  a  basket 
in  a  field  of  wheat."  The  Frenchman 
said,  "You  must  be  an  accountant." 
"Amazing,"  said  the  Englishman.  "How- 
did  you  know?"  "Easy,"  said  the  French- 
man. "Your  information  is  typical — total- 


ly accurate  but  absolutely  useless."  The 
accountant  replied,  "And  you  are  typical 
of  all  balloonists — whilst  in  charge  of  a 
vehicle  you  cannot  control  and  having  no 
idea  of  the  likely  effect  of  your  actions, 
you  expect  a  previously  uninvolved  by- 
stander to  understand  your  predicament 
and  real  problem!" 

— J.T.  Ralph  in 
The  Australian  Accountant 

Star  on  Superstars 

I'm  called  a  superstar.  Hell,  the  real 
superstar  is  a  man  or  a  woman  raising  six 
kids  on  $150  a  week,  teaching  them  good 
values. 

— Spencer  Haywood, 
New  York  Knicks  forward 

Far-Gone  Stock  Market 

Stock  prices  have  been  stagnating  at 
best  while  prices  of  just  about  everything 
else  have  been  soaring,  and  as  a  result 
the  purchasing  power  of  money  invested 
in  corporate  stocks  has  drastically  de- 
clined.   If  the   Dow  average  in  each 


month  since  January  1965  had  been  de- 
flated by  the  rate  of  increase  in  consumer 
prices  for  that  month,  it  would  today  be 
about  443.  Another  way  of  putting  it:  90 
cents  invested  in  the  Dow  stocks  12  *A 
years  ago  has  shrunk,  because  of  inflation 
and  the  market's  poor  performance,  to 
44  cents  today.  The  Dow  is  an  average  of 
only  30  blue  chips,  but  broader-based 
averages  do  not  tell  any  very-  different 
story.  For  example,  Standard  &  Poor  s 
average  of  500  stocks,  at  97.51,  is  about 
the  same  as  it  was  in  mid-1968. 

— Time 

The  nagging  concern  is  whether  a  new 
recession  is  approaching. 

Most  analysts  don't  think  so — yet,  at 
least.  They  believe  growth-  will  last 
through  the  first  half  of  1978  and  prob- 
ably longer. 

But  the  slide  in  stock  prices  is  worry- 
ing, puzzling  people.  Many  are  afraid  it's 
forecasting  a  business  slump  before  long. 
What's  happening? 

Since  the  start  of  the  year,  the  Dow 
Jones  average  has  plunged  141  points. 
Standard  &  Poor  s  index  of  500  common 
stocks  has  decreased  9.1%. 


How  is  the  market  s  record  as  a  busi-jj 
ness  forecaster? 

Much  better  than  generally  believed.|l 
Declines  of  stock  called  even,  one  of  the 
six  recessions  since  the  end  of  World 
War  II.  However,  stocks  also  fell  when 
no  recession  followed:  in  1946,  1962, 
1966  and  1971. 

These  false  alarms  are  behind  the 
economists  "in-joke  that  the  market  ac- 
curately predicted  ten  of  the  last  sis 
recessions. 

Even  so,  figure  the  market  is  right 
60%  of  the  time. 

— U.S.  Sews  6  World  Report) 

200  Indian  Quebecs? 

It  never  ends,  the  old  argument  oven 
the  cultural  and  political  status  of  nativel 
Americans  in  the  majority  society  of  non- 
Indians.  Should  the  Indian  tribes  be  sov- 
ereign political  entities,  answerable  only 
to  Washington?  Or  should  the  reserva- 
tions be  done  away  with  so  that  Indians 
are  just  citizens  like  everybody  else? 
That  would  follow  the  policy  of  Mexico, 
where  there  aren't  any  Indian  reserva- 
tions and  never  have  been. 

"The  majority  of  the  American  people 
want  the  Indians  to  maintain  their  own 
culture,  separately,"  says  Democratic 
Senator  James  Abourezk  of  South  Dako- 
ta. "Without  sovereignty,  Indians  will 
eventually  disappear  as  Indians." 

But  the  [Congress  ]  commission's  re-i 
port  drew  a  sharp  minority  dissent  from 
Democratic  Representative  Lloyd  Meeds 
of  Washington.  "Indians  have  gone  too  far 
in  an  attempt  to  assert  their  self-identity, 
he  elaborates  in  an  interview.  "If  a  lot  of 
them  had  their  way  they'd  create  200 
separate  Quebecs  in  the  U.S." 

— Wall  Street  journal 

Treating  Authors  Royally 

Forty-five  students  had  read  my  story, 
all  on  Xerox.  I  didn  t  mind  that  so  much, 
but  they  had  xeroxed  it  from  a  Xerox 
they  got  from  somewhere  else.  And  it's 
wrong  because  it  cost  them  at  least  a 
dollar  apiece  to  Xerox  them.  They  could 
have  bought  the  books  for  less  than  that 
and  had  ten  other  stories  besides.  Some- 
one will  have  to  explain  the  economics  of 
this  to  me. 
— Frederick  Pohl,  science  fiction  writer 

Ad-Lib 

If  I  have  to  go  to  one  more  damn 
"woman-of-the-something "   event,  I'm 
going  to  have  a  sex  change  operation. 
— Presidential  Assistant  Midge  Costanza 


The  Press  ought  to  be  in  trouble  once  in  a  while.  They  cry  a  bit 
much.  I  agreed  with  everything  Agnew  said  but  disagreed  with 

his  right  to  Say  it.  Eugene  McCarthy— New  York 
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kVe  are  where  the  Xerox  used  to  be. 


Things  are  really  changing  in  the  average  business  office.  A 
of  what's  going  on  is  the  coming  and  going  of  the  average 
ice  copier.  Xerox's  are  coming  out,  and  Savin  780  copiers  are 
ing  in!  In  fact,  the  movement  has  grown  to  such  proportions 
it,  today,  one  out  of  every  two  copiers  we  place  — replaces  a 
:rox.  It's  not  surprising  to  us.  We  make  the  most  reliable 
pier  on  the  market.  It's  practically  jam  proof.  That's  because 
our  simple  paper  path.  The  shorter  the  distance  a  copy 
ivels  the  less  chance  for  jam  ups.  Our  copies  move  a  mere 
elve  inches  from  beginning  to  end.  In  some  Xerox  machines 
:opy  is  forced  to  twist  and  turn  over  four  feet  — often  ending 
not  surviving  the  trip  at  all. 

NOT  ONLY  DO  OUR  COPIES  COME  OUT  BETTER, 
YOUR  ORIGINALS  GO  IN  BETTER! 

Our  machine  has  a  document  feed  that  automatically  posi- 
ns  and  transports  each  original  through  the  copier.  There 
>  no  buttons  to  keep  pushing,  no  covers  to  keep  opening  and 
ising  —  no  shuffling  of  papers .  Our  copies  are  always  clean, 
:ar  and  needle  sharp  —  regardless  of  the  original  —  whether 
u  copy  on  to  one  side  or  two.  And  both  originals  and  copies 
2  returned  to  you  in  proper  sequence. 
To  copy  books,  periodicals  and  other  oversize  originals 
uldn't  be  simpler,  you  simply  lift  the  document  feed  and 
sh  the  print  button. 


To  find  out  how  you  can  make  a  change  for  the  better  in  your 
office— contact  your  nearest  Savin  representative  or  fill  out  the 
coupon  below. 
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SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


Savin,  Valhalla,  N.Y.  10595 

□  Please  provide  additional  information  about  the 
Savin  780  plain  paper  copier. 

Name/Title  

Firm  

Telephone  

Address  

City  


F7101 


^State_ 


^Zip_ 


*  ®  Savin,  Savin  logotype  and  Savin  780  are  registered  trademaiks  of  Savin  Business 
|  Machines  Corporation. 

©Xerox  is  a  registered  trademark  of  Xerox  Corporation 
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wMy  wife 
got  me  to  switch  to 

\&ntager 


"I  smoke.  My  wife 
doesn't.  And  she 
would  remind  me 
of  the  stories  being 
told  about  high-tar 
cigarettes. 

"Well,  I  began 
looking  into  those 
new  low-tar  cig- 
arettes. I  tried  just 
about  every  one  that 
came  out.  They 
didn't  satisfy  my 
taste. 

uThen  I  read  about 
Vantage.  1  didn't 
expect  much  but  I 
tried  a  pack  anyway 

"They  were  quite  a 
pleasant  surprise.  They 
tasted  really  good  and 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


they  actually  had 
less  than  half  the 
tar  of  my  old 
brand. 

"So  now  I 
smoke  Vantage. 
"I  get  the  tasq 
I  want,  and  the  loi 
tar  that  she  wants!  1 


David  Ness 
Seattle,  Washington 


Regular,  Menthol, 

and  Vantage  100  s. 

FILTER:  10  mg.  "tar",  0.7  mg.  nicotine, 
MENTHOL  11  mg. "tar",  0.7  mg.  nicotine,  av.  per  cigarette,  FTC  Report  DEC. 76; 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Forbes 


Don't  Just 
Stand 
There!  Do 
Something! 

rhat's  what  they  are 
screaming  at  President 
Carter:  Do  something 
about  unemployment. 
But  how?  Fighting  job- 
lessness in  1 977  is  a 
lot  different  than  fighting  . 
it  in  1937.  • 


By  JEAN  A.  BRIGGS 

Humphrey-Hawkins,  which  hadn't 
aeen  heard  of  since  the  1976  election, 
has  gotten  a  new  lease  on  life.  This  bill, 
sponsored  by  Senator  Hubert  Hum- 
phrey and  Representative  Augustus 
Hawkins,  would  require  by  law  that  the 
ederal  government  itself  provide  jobs  to 
sring  the  unemployment  figure  down  to 
5%:  The  pervading  spirit  of  Humphrey- 
Hawkins  is  bureaucratic  rather  than  free 
enterprise.  One  economist  calls  it  "the 
jld  New  Deal's  last  hurrah." 

The  Carter  Administration  has  been, 
3y  and  large,  anti-Humphrey-Hawkins. 
It  seems  to  feel  that  heavier  spending 
would  defeat  efforts  to  keep  down  the 
'ate  of  inflation.  Relatively  conservative 
ind  pragmatic  rather  than  ideological, 
;he  Carter  Administration  tends  to  pre- 
:er  measures  to  help  private  industry 
create  the  jobs. 

However,  political  reality  is  over- 
whelming economic  common  sense.  Re- 
cent events  seem  to  be  forcing  the  Ad- 
ministration to  accept  some  costly 
/ersion  of  Humphrey-Hawkins.  It  was 
3ne  blow  after  another  last  month.  First, 
i  group  of  black  leaders  accused  the 
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Administration  of  "callous  neglect"  of 
jobless  blacks.  Then  George  Meany  en- 
dorsed their  complaint.  A  few  days  later 
the  August  unemployment  figures  ticked 
higher — from  6.9%  to  7.1%,  with  a  hor- 
rendous 40.4%  for  black  teenagers.  A 
group  of  oldline  liberals,  labor  leaders 
and  blacks,  calling  itself  the  Full  Em- 
ployment Action  Council,  held  rallies 
throughout  the  country  demanding  the 
passage  of  Humphrey-Hawkins. 

So,  the  pressure  is  really  on  to  "do 
something"  about  unemployment  among 
young  people  and  blacks.  Fair  enough.  It 
is  a  sad  and  wasteful  situation  where  a 
thriving  society  cannot  provide  opportu- 
nity for  its  own  youth  and  where  sub- 
stantial minorities  remain  on  the  eco- 
nomic fringes. 

But  is  creating  yet  more  and  bigger 
federal  job  programs  the  best  way  to 
tackle  the  unemployment  problem?  Or 
is  it  just  a  costly  way  of  alleviating  the 
surface  symptoms  without  getting  at  the 
underlying  disease? 

The  federal  government  already  is  run- 
ning at  least  nine  such  programs.  Already 
$15.5  billion  has  been  voted  to  pay  for 
them — $8  billion  for  public  service  jobs, 
$6  billion  for  local  public  works  projects 


reminiscent  of  the  old  New  Deal,  and 
$1.5  billion  for  youth  employment. 

Some  of  the  spending  is  distinctly 
worthwhile.  With  its  $6  billion  for  public 
works,  the  Commerce  Department's 
Economic  Development  Administration 
has  approved  10,000  smallish  public 
works  programs,  at  an  average  cost  of 
$600,000.  They  include  a  $397,000  water 
system  for  Hot  Springs,  Ark.;  a  $458,000 
police  and  fire  complex  in  Carver,  Mass. 
A  relatively  big  project  is  a  $1.4-million 
recreation  center  in  New  Orleans.  Com- 
bined, these  10,000  projects  could  pro- 
vide 250,000  jobs. 

Under  the  auspices  of  the  Labor  De- 
partment, hiring  is  also  under  way  now 
for  public  service  job  programs — at  the 
rate  of  16,000  people  per  week.  The 
projects  are  all  spawned  at  the  local  level 
and  are  of  a  limited  duration.  The  town 
of  Lawrence,  Mass.,  for  example,  has 
hired  eight  people  to  patrol  high-fire-risk 
districts  and  to  conduct  home  inspei 
and  safety  demonstrations  at  ;>  cost  of 
$41,297.  Eighteen  rural  counties  in 
North  Carolina  have  created  74  jobs  to 
locate  and  control  tv\o  pi  ts—  witch- 
weed,  which  attacks  crops,  and  poison- 
ous fire  ants— at  a  cost  of  $318,601.  Oak- 
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land,  Calif,  hired  118  people  to  clean  up 
and  rebuild  a  dilapidated  area  of  the  city 
for  $1.8  million. 

According  to  Ernest  Green,  head  of 
the  Labor  Departments  Employment 
and  Training  Administration,  the  goal  of 
725,000  jobs  will  be  reached  before 
March.  They  will  be  funded  through  fis- 
cal 1978,  i.e.,  Sept.  30,  when  the  pro- 
gram was  originally  expected  to  be 
phased  out.  The  program,  however,  will 
probably  not  end  then.  The  Carter  Ad- 
ministration is  calling  for  new  funding  for 
the  Comprehensive  Employment  & 
Training  Act,  which  could  be  used  to 
help  create  the  1.4  million  minimum- 
wage  jobs  envisioned  in  its  comprehen- 
sive welfare  reform  proposal.  (Cities  and 
counties  are  resisting  this  aspect  of  the 
welfare  proposal  because  they  want 
money  themselves  to  maintain  their  ser- 
vices— though  logically  they  should  get 
such  funds  through  revenue-sharing,  a 
separate  and  not  specifically  job-creating 
program.) 

These  are  just  two  of  the  existing  job 
programs.  Title  II  of  the  Comprehensive 
Employment  &  Training  Act  is  the  per- 
manent public  employment  program  for 
hiring  the  disadvantaged.  Title  III  offers 
jobs  for  migrant  workers,  American  Indi- 
ans and  young  people  out  of  school.  Title 
IV  provides  for  the  Job  Corps,  in  oper- 
ation since  1964. 

A  new  Title  VIII  was  added  recently 
with  enactment  of  the  Youth  Employ- 
ment bill.  This  was  a  specific  response  by 
Congress  and  the  Administration  to  the 
severe  problem  of  teenage  unemploy- 
ment. The  new  law  provides  for  expan- 
sion of  the  Young  Adult  Conservation 
Corps  and  for  a  variety  of  experimental 
programs.  Yet  the  cry  is  out  for  more  job 
programs. 
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Enthusiast:  Labor  Secretary  Marshall 
is  all  for  the  public  service  job 
programs  his  department  administers. 


The  real  problem  is  this:  The  unem- 
ployment the  nation  faces  today  is  a  far 
cry  from  that  of  the  1930s  when  millions 
of  skilled,  able-bodied  men  were  out  of 
work  even-where.  Unemployment  was  a 
mainstream  problem,  affecting  almost 
everyone — or  at  least  his  brother-in-law. 
Most  of  it  was  cyclical.  But  today's  un- 
employment tends  to  be  specialized — 
among  the  unskilled,  among  the  very 


young,  among  minorities.  It  is,  more 
over,  chiefly  an  urban  problem:  Ther 
are  plenty  of  jobless  black  youths  in  Han 
lem,  but  not  many  of  them  are  eompe| 
tent — or  willing — apple  pickers.  It  i 
chiefly  structural.  Thus  money  alone  i 
not  the  answer. 

Basically,  there  are  two  kinds  of  ur» 
employment,  one  easier  to  deal  wit| 
than  the  other.  Cyclical  unemploy  men 
is  the  consequence  of  people  being  laic 
off  in  a  recession;  this  was  the  real  prob 
lem  the  country  encountered  during  th< 
Great  Depression.  Presumably,  thesi 
people  have  at  least  some  skills  and  hav< 
held  jobs  before. 

Structural  unemployment,  by  com 
trast,  is  chronic  and  much  harder  to  dem 
with.  There  is,  for  example,  the  famous 
case  of  the  Virginia  apple  growers.  The; 
were  desperate  to  hire  apple  pickers,  bu 
could  not  recruit  them  locally;  in  the  enc 
they  were  permitted  by  a  U.S.  District 
Court  over  the  objections  of  the  Laboil 
Department  to  import  experienced  Jail 
maican  agricultural  workers.  And  yet,  irl 
nearby  Washington  there  were  thou-l 
sands  of  able-bodied  unemploy  ed  younffl 
people.  The  structural  problem  was  thaM 
the  unemploy  ed  were  in  the  wrong  placet 
and  lacked  the  experience  required  foil 
the  job.  Structural  unemploy  ment  sim-j 
ply  means  that  it  is  not  always  possible  ta 
match  job  vacancies  with  theoretically 
available  jobless  persons. 

Making  job  programs  do  what  they  are) 
intended  to  do  isn't  easy . 

Title  VI  of  the  Comprehensive  Em- 
ployment &  Training  Act,  for  example,! 
was  designed  to  provide  jobs  for  the 
cyclically  unemploy  ed  in  public  serv  ice, 
as  opposed  to  construction-oriented  pub- 
lie  works  projects.  The  first  time  it  wast 
tried,  in  1975,  it  didn't  work  well.  Locall 
governments  were  simply  laying  off  reg- 
ular employees — teachers,  firemen,  po-i 
licemen — and  then  hiring  them  backj 
with  grants  from  the  federal  government! 
under  CETA. 

In  a  very  real  sense,  this  did  reduce 
unemployment — the  laid-off  cops  would  I 
otherwise  have  joined  the  ranks  of  the 
jobless.  But  Congress  was  unhappy ,  in- 
sisting that  the  grants  should  only  cover 
brand-new  projects  and  should  be  aimed 
at  helping  the  structurally— that,  is, 
chronically — unemploy  ed  who  have  low 
family  incomes.  No  one  could  argue  with 
Congress  motives,  but  providing  jobs, 
not  righting  social  wrongs,  was  the  origi- 
nal intention  of  the  program.  Congress 
had  jumbled  together  programs  for  two 
very  different  types  of  unemploy  ment. 

The  sad  truth  is  that  goodwill  and 
money  alone  are  not  enough  to  solve  the 
problems  of  unemployment,  especially 
of  structural  unemploy  ment.  John  Palm- 
er, of  the  liberal  Brookings  Institution, 
warns:  "We  don  t  know  how  [public  ser-j 
vice  job  programs]  ought  to  be  designed' 
or  on  how  large  a  scale  they  can  operate 


Pressure  Points:  Nationwide  rallies  last  month  were  an  attempt  to 

persuade  the  President  to  support  the  long-forgotten  Humphrey-Hawkins  bill. 
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debating  Points:  August  unemployment  numbers  were  released  just  two 
Jays  before  the  Full  Employment  Action  Council's  rallies  calling  for  govern- 
nent  guaranteed  jobs  were  scheduled.  The  unpleasant  upward  movement  in 
he  numbers  may  lead  the  Administration  to  compromise  on  Humphrey- Hawkins. 


(fficiently.  Robert  T.  Hall,  formerly  of 
he  National  Manpower  Commission  and 
low  Assistant  Secretary  of  Commerce 
or  Economic  Development,  is  disillu- 
ioned  with  the  whole  process.  "I  spent 
nore  years  than  I  care  to  remember 
■rearing  public  service  employment,"  he 
ays.  "But  after  two  years  of  public  ser- 
ice  employment  all  you  have  is  two 
'ears  of  canceled  wage  stubs."  What  is 
eally  needed.  Hall  now  feels,  is  "select- 
;d,  targeted"  investment  that  will  create 
lermanent  jobs  and  teach  skills. 

Michael  Wachter,  a  labor  economist  at 
he  University  of  Pennsylvania  who  ad- 
ised  President  Carter  during  the  cam- 
taign,  puts  it  bluntly:  "Our  problem  is 


not  unemployment  but  low  skills;  public 
service  employment  does  nothing  to  im- 
prove that.  It  may  teach  a  person  to 
come  to  work  on  time,  but  that's  about 
all  that  can  be  said  for  it.  It's  easy  to 
create  public  service  jobs.  Instead  of 
handing  a  person  an  unemployment  or 
welfare  check  you  say  'O.K.  You're  em- 
ployed, and  hand  him  one  of  those 
pogo  sticks  to  pick  up  papers  between 
two  buidings.  " 

What  the  government  should  do  in- 
stead, he  says,  is  hire  business  to  train 
people  for  real  jobs — jobs  that  create 
wealth  for  the  society.  "We  haven't  tried 
much  of  that.  One  thing  we  did  a  little  of 
was  to  try  to  place  people  directly  into 


jobs  where  they  would  get  training." 

Some  programs  failed  ("They  were  not 
expected  to  work  during  a  recession  "), 
he  admits,  but  others  succeeded.  It  is 
still  the  best  approach,  he  says. 

The  Carter  Administration  does  seem 
to  favor  involving  the  private  sector  in  its 
job-creation  efforts.  It  proposed  last  win- 
ter that  business  be  given  a  tax  credit  for 
employment.  Congress,  unfortunately, 
decided  that  the  program  was  a  giveaway 
to  big  business;  therefore  it  came  up 
with  its  own  plan  and  limited  the  bene- 
fits to  small  businesses.  But  how  many 
good  jobs  can  small  business  provide 
today?  Does  small  business  have  the  re- 
sources or  the  technical  sophistication? 

The  Carter  Administration  is  believed 
ready  to  try  again  with  incentives  to 
industry  to  invest  in  poverty-ridden 
areas — as  is  frequently  done  in  Britain. 
But  will  this,  too,  be  castigated  by  liberal 
congressmen  as  favoring  big  business? 

If  federal  job-creation  efforts  are  to  be 
channeled  through  private  industry  to 
create  permanent  jobs — rather  than 
through  the  bureaucracy  to  create  one- 
shot  jobs — the  biggest  corporations  will 
have  to  bear  the  brunt — and  to  get  the 
money.  Will  Congress,  in  its  present 
mood,  swallow  this?  On  the  one  hand, 
Congress  shows  a  willingness  to  spend 
money  on  the  distressing  human  and 
economic  problem  of  unemployment;  on 
the  other  hand,  it  passes  laws  and  forges 
policies  that  discourage  private  enter- 
prise from  creating  the  kind  of  jobs  that 
really  count. 

It  seems  likely  that  soundly  conceived 
incentives  persuading  business — both 
big  business  and  small — to  invest  would 
do  more  to  permanently  reduce  unem- 
ployment than  the  most  sweeping  ver- 
sion of  Humphrey-Hawkins  that  anyone 
could  conceive.  ■ 


Furnace?  Yes!  Boiler?  IMo! 

rhe  natural  gas  shortage  is  real  and  pressing.  But 

here  is  still  a  bright  future  for  natural  gas  in  heating  homes. 


During  the  Sixties,  electric  and  gas  unfi- 
les wooed  homeowners  with  energy- 
casting  enticements.  Those  who  opted 
or  gas  heat  and  air-conditioning  got  free 
•arbecue  grills  or  flickering  24-hour  pa- 
io  lights.  All-electric  "Gold  Medallion" 
lomes  received  promotional  rates  that 
cent  down  as  their  power  consumption 
cent  up. 

Now — in  an  era  of  fuel  shortages  and 
onservation — electricity  seems  to  have 
con  that  battle  by  default.  In  about  half 
he  nation,  gas  utilities  are  not  permitted 
o  add  new  customers.  State  regulators 
>egan  imposing  these  service  bans  in 


1972  because  of  dwindling  reserves.  In 
the  old  days,  less  expensive  gas  outsold 
electricity  and  fuel  oil  combined  by  two 
to  one,  but  today  60%  of  new  homes  use 
electric  heat. 

An  unspoken  objective  of  President 
Carter's  energy  masterplan  is  to  reverse 
this  trend.  The  reason  is  simple:  Elec- 
tricity is  high-cost  energy  best  used  for 
light  and  motive  power;  compared  with 
gas  it  is  a  very  inefficient  heat  source. 
Even  the  best  steam-generating  plants 
have  a  70%  heat  loss,  while  the  equiv- 
alent waste  from  a  gas-fired  home  fur- 
nace is  30%.  Heating  a  house  with  elec- 


tricity takes  twice  as  much  fossil  fuel  as 
burning  gas  or  oil. 

Where  natural  gas  is  being  used,  how- 
ever, it  is  not  used  in  the  most  efficient 
way.  The  U.S.  now  consumes  about  20 
trillion  cubic  feet  of  gas  every  year.  That 
amounts  to  one-third  of  all  energy  used, 
but  about  40%  of  the  gas  fuels  boilers — 
either  to  generate  electricity  or  for  use  in 
a  variety  of  industrial  applications  In- 
stead of  heating  homes  directly,  howev- 
er, some  of  the  gas  is  first  converted  to 
electricity,  which  in'  turn  is  us< 
heating — a  roundabout  and  wasteful 
process. 
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bas  Home  Heating  Is  Back  In  Style 

This  tablp  ranks  natural  cas  utilitif^s  accordinfi  to  the  psti- 

mated  oercentaee  of  their  business  that  comes  from  residential 

and  commercial  properties.  The  higher  that  figure,  the 

less  they  stand  to  lose  as  industries  switch  from  gas  to  other  fuels. 

Total 

Operating 

%  Residential 

Revenues 

and  Commercial 

oas  uistriuuiion  companies 

(millions) 

(gas  revenues) 

Brooklyn  Union  Gas 

$  312.4 

96% 

Washington  Gas  Light 

270.5 

89 

National  Fuel  Gas 

406.9 

71 

Entex 

292.0 

69 

Pacific  Lighting 

1,161.0 

65 

OD  I  .3 

c  r~ 

OD 

Consolidated  Natural  Gas 

1,211.6 

54 

Peoples  Gas 

1,192.9 

45 

Columbia  Gas  System 

1,794.7 

42 

American  Natural  Resources 

1,263.6 

37 

ENSEARCH 

1,103.9 

35 

Oklahoma  Natural  Gas 

382.2 

33 

Arkansas  Louisiana 

379.2 

32 

Gas  Transmission  Companies 

(gas  sales  volume) 

Northern  Natural  Gas 

1,383.4 

78 

Southern  Natural  Resources 

681.8 

70 

Texas  Eastern 

1,546.7 

69 

Tenneco 

6,423.4 

65 

Panhandle  Eastern  Pipe  Line 

825.2 

64 

Texas  Gas  Transmission 

900.7 

58 

El  Paso  Co. 

1,350.9 

53 

Coastal  States  Gas 

2,317.4 

47 

United  Energy  Resources 

1,127.0 

47 

Northwest  Energy 

626.0 

33 

Houston  Natural  Gas 

1,120.8 

10 

The  Carter  goal  is  to  force  gas-boiler 
fuel  customers  to  switch  to  other  fuels — 
preferably  coal,  which  they  can  use  far 
more  readily  than  can  homeowTiers.  The 
House-passed  energy  bill  encourages 
this  in  several  ways: 

•It  imposes  an  excise  tax  that  gradual- 
ly rises  to  S3  per  mcf  on  fuel  bills  of 
utility-and-industrial  gas  users. 

•  It  bans  new  gas  boiler  hookups  and 
gives  owners  of  existing  equipment  spe- 
cial tax  credits  for  converting  their  plants 
to  coal  or  oil. 

•It  requires  gas  utilities  to  allocate 
increases  in  supply  costs  that  exceed  5% 
annually  among  industrial  and  utility 
customers  only.  This  of  course  means 
their  bills  should  rise  faster  than  those  of 
other  users. 

If  this  carrot-and-stick  strategy  works, 
by  the  mid-Eighties  the  S40-billion-a- 
year  natural  gas  industry  could  lose 
many  of  its  industrial  customers.  Gas 
distributors  and  transmission  companies 
are  regulated  utilities,  so  none  will  go 
bankrupt.  But  the  earnings  and  growth 


prospects  of  firms  should  change 
dramatically. 

"Already  a  number  of  big  pipelines  are 
beginning  to  worry  about  a  shift  in  po- 
tential markets,"  says  Charles  Curtis, 
who  heads  the  Federal  Energy  Regula- 
tory Commission.  "The  question  is,  if 
you  cut  down  40%  on  industrial  use,  do 
you  allow  new  residential  hookups?" 

State  commissions  will  make  these  de- 
cisions, but  a  government  computer 
model  of  future  energy  use  projects  a 
25%  increase  in  residential  gas  sales  by 
1985.  "We  never  state  it  quite  so  direct- 
ly," explains  another  energy  official,  "but 
ending  boiler  use  does  make  it  possible 
for  other  customer  loads  to  grow. " 

To  see  what  this  means  for  individual 
utilities,  look  at  the  accompaming  table. 
Firms  with  few  industrial  customers — 
like  Brooklyn  Union  Gas  or  Washington 
Gas  Light — have  little  to  lose  and  much 
to  gain.  On  the  other  hand,  companies 
with  a  big  industrial  load,  once  consid- 
ered a  plus  by  investors,  will  now  face 
major  loss  of  demand. 


Some  gas  experts,  in  fact,  think  th;l 
encouraging  the  so-called  "nobler  use«| 
of  natural  gas  should  get  immediate  a  I 
tention.  Says  William  Yost,  former  heal 
of  the  Federal  Power  Commission  s  Bil 
reau  of  Natural  Gas:  "We've  got  to  adl 
high-priority  loads  fast  or  we'll  have  gql 
up  to  our  ears  by  next  spring.  "  So  far  thl 
year,  industrial  demand  for  gas  is  off  bi 
15%;  despite  the  cold  weather,  commeJ 
cial  and  residential  use  is  up  only  2%. 

Even  if  gas  is  available,  however,  it  q 
impossible  for  most  new  homes  to  switc 
from  electric  heat.  "Gas  lines  may  nc 
even  run  down  their  streets,  and  ther 
isn't  the  necessary  plumbing  and  due 
work,"   explains    Richard  Vierbuchenl 
vice  president  of  Washington  Gas.  Hil 
firm,  which  will  soon  ask  to  start  addinl 
customers  again,  recently  began  limiteJ 
promotion    for    air-conditioning  sales! 
General  Electric,  a  company  not  knowil 
for  its  love  of  natural  gas,  is  spending  SI 
million  (matched  by  both  the  gas  indus 
try  and  the  federal  government)  to  im 
prove  that  technology  .  The  goal  is  t 
develop  a  home  unit  competitive  with  at 
electric  heat  pump. 

Why  all  this  while  headlines  proclain 
a  natural  gas  shortage?  True,  the  indus 
try  has  a  reserve  life  of  just  11  years.  Bu 
phasing  out  boiler  use  could  boost  that  ti 
over  20  years  for  residential  and  com 
merical  customers.  Even  if  higher  price 
bring  no  new  domestic  discoveries,  ga 
from  Alaska  and  liquefied  imports  fron 
Algeria  will  be  available  soon.  These  re| 
placements,  of  course,  are  expensive! 
But  the  comparison  shouldn't  be  witl 
today  s  cheap  gas,  rather  the  future  cos 
of  electric  or  oil  heat. 

Thus,  despite  the  gloomy  talk,  gas  as  ; 
heating  fuel  will  play  an  important  rok( 
in  the  nation's  energy  mix — and  not  jus 
natural  gas.  In  a  recent  reversal,  th«| 
Federal  Energy  Administration  opted  tel 
allow  gas  distributors  to  build  synthetic 
fuel  plants  to  add  new  customers,  rathei 
than  just  to  meet  existing  peak  loadsj 
Also,  John  O  Lean ,  Deputy  Secretary  oi 
the  new  Department  of  Energy,  argue? 
that  gasification  is  a  cheaper,  cleaner  way 
to  use  coal  as  an  ultimate  heating  fuel 
than  converting  it  to  electricity  with 
steam  generators  and  costly  stack 
scrubbers. 

There  is  an  irony  to  all  this.  Manufac- 
tured gas  (made  from  coal)  sold  for  the 
modern  equivalent  of  S4.50  per  mcf  in 
New  York  City  in  1910.  Part  of  the  real 
son  wasteful  boiler  use  developed  50 
years  later  was  government  price  regula- 
tion, which  kept  the  price  of  natural  gas 
unnaturally  low.  That  also  encouraged 
construction  of  a  massive  pipeline  trans- 
mission system,  much  of  which  may  soon 
be  overcapacity.  Now,  the  Carter  energy 
policies  will  nudge  the  gas  industry  back 
to  its  natural  role — selling  a  premium 
product  at  a  premium  price.  Fans  of  the 
free  market  should  take  comfort.  ■ 
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Corporate  Governance — 
Mew  Heat  On 
Outside  Directors? 

he  thoughtful  new  chairman  of  the  SEC  favors  self-regulation, 
»ut  he's  not  averse  to  taking  a  tough  stance  to  "stimulate"  it. 


he  question  the  Securities  &  Ex- 
hange  Commission  begins  asking  on 
ept.  29  at  hearings  in  Washington,  and 
iter  in  Los  Angeles,  New  York  and  Chi- 
ago,  could  hardly  be  more  fundamental: 
>  corporate  management  really  respon- 
ble  to  anyone  except  itself? 

Too  many  troublesome  examples  are 
t  hand  for  the  traditional  response — "Of 
aurse,  to  their  stockholders" — to  suf- 
ce.  The  seemingly  endless  list  of  corpo- 
ite  officials  who  approved  illegal  pay- 
lents  and  tendered  equally  illegal 
olitical  contributions  from  corporate 
inds  makes  the  question  difficult  to  dis- 
liss.  The  examples  of  corporate  execu- 
ves  fighting  off  tender  offers  clearly  in 
leir  stockholders'  best  interest  so  that 
leir  own  jobs  would  be  preserved  make 

more  urgent.  As  the  power  and  eco- 
omic  impact  of  corporations  keep  on 
rowing,  the  question  becomes  one  not 
ist  of  stockholders'  rights  but  those  of 
)ciety  as  well. 

Harold  M.  Williams,  new  chairman  of 
le  SEC,  says  corporate  managements 
ad  better  take  a  good,  hard  look  at  how 
ley  are  running  their  show  and  in 
'hose  interest.  If  they  don't,  he  warns, 
imeone  else — meaning  the  govern- 
lent — will.  The  result  could  be  "a  wa- 
?rshed  shift  toward  governmental  con- 
ol  and  policing  of  the  corporate 
averning  process." 

Williams  says  the  SEC  is  not  trying,  in 
lis  fall's  hearings,  to  build  a  record  that 
ould  justify  a  massive  set  of  new  legal 
anstraints  on  corporate  managers.  Far 
om  it.  But  he  is  clearly  impatient  with 
ieties  that  hold  the  shareholder  to  be 
le  ultimate  boss.  "Shareholders  are  in- 
estors  in  the  income  stream  of  corpora- 
ons.  To  a  great  extent  they  don't  care, 
i  the  sense  of  voting  on  what  manage- 
lent  does.  They  express  what  they  do 
ire  about  by  buying  and  selling  the 
:ock.  But  is  that  enough  discipline?" 
Williams  says  no. 

The  new  SEC  chairman — formerly  he 
'as  dean  of  UCLA's  Graduate  School  of 
lanagement  and  before  that  chairman 
f  Norton  Simon.  Inc. — is  not  accusing 


managements  of  irresponsibility.  ("I 
have  too  much  respect  for  them  to  do 
that.  )  But  he  would  like  to  see  far  more 
independence  on  the  part  of  the  only 
group  in  a  position  to  matter — the  out- 
side directors.  With  enough  indepen- 
dence— and  there  are  many  signs  it  may 
be  developing — in  those  seats,  says  Wil- 
liams, "there  could  be  a  healthy  tension 
between  boards  and  managements — a 
tension  of  accountability. " 

To  Williams,  the  board  ought  to  be  the 
watchdog  for  the  stockholders,  for  the 
company's  long-term  future  and  for  soci- 
ety as  a  whole.  That  is  an  awfully  tall 
order  for  mere  mortals,  even  outside 
directors,  to  meet.  What  if  that  trio  of 
interests  do  not  coincide?  That  is  the  sort 
of  question  Williams  hopes  the  hearings 
will  help  answer. 

What  he  insists  he  does  not  want  is  a 
law  or  regulation  requiring  director  in- 
dependence, however.  "If  we  start 
down  the  trail  of  regulation  or  legisla- 
tion, I  have  concern  about  where  it 
stops — or  whether  it  stops;"  he  says. 
"The  first  step  toward  direct  federal 
regulation  of  corporate  governance  is 
only  that,  a  first  step." 

Williams  thinks  the  private  sector  still 
has  time  to  deal  with  these  questions 
itself,  and  the  hearings  ought  to  help  it 
do  so.  Most  such  concerns  about  how 
institutions  are  behaving  go  through 
stages,  he  explains,  tracing  a  rising  curve 
on  his  desk  with  his  finger.  "If  they  are 
not  dealt  with  early,  they  ultimately  get 
out  of  control,  and  then  the  private  sec- 
tor can  adopt  only  a  defensive  posture — 
that  is,  opposing  legislation." 

Will  Williams  do  more  than  nudge 
corporate  managements?  Not  yet,  of 
course,  but  those  who  are  inclined  to 
ignore  his  warnings  would  do  well  to 
remember  how  tough  he  can  be.  In  his 
first  six  months  in  office  he  not  only 
blasted  New  York  Mayor  Abe  Beame  for 
false  accusations,  he  also  showed  no  hesi- 
tancy in  sticking  the  securities  industry 
with  a  tough  deadline — Jan.  1,  1978 — for 
giving  up  its  cherished  off-board  trading 
restrictions.  Giving  them  up,  that  is. 


Resource:  SEC  Chairman  Williams 
looks  to  outside  directors  to  help  solve 
management's  lack  of  accountability. 


without  waiting  for  a  full-fledged  nation- 
al market  system. 

The  industry  is  panicked  and  angry 
about  the  proposed  requirement,  but  it 
has  begun  to  move  on  the  system  which 
it  had  been  stalling  on  for  years.  Two 
serious  proposals  have  now  been  put 
forward. 

As  far  as  the  SEC's  traditional  twin 
focuses — full  disclosure  and  tough  en- 
forcement— are  concerned,  Williams 
has  no  quarrel.  Disclosure  policies 
should  be  reviewed  regularly — as  they 
just  have  been  by  an  advisory  commis- 
sion (of  which  Williams  was  a  member) 
set  up  by  former  SEC  Chairman  Roder- 
ick Hills — to  make  certain  they  are  serv- 
ing a  useful  purpose  and  that  they  are 
cost-effective.  But  basically,  Williams 
favors  disclosure.  "It  not  only  provides 
investors  with  information  they  need 
but  is  also  good  discipline.  For  example, 
when  it  became  necessary  to  disclose 
payoffs  and  bribes,  the  practice  was 
virtually  abandoned." 

Williams  also  endorses  the  enforce- 
ment strategies  developed  a  few  years 
ago  that  utilize  so-called  "access  points," 
the  professionals  who  endorse  transac- 
tions— lawyers,  accountants,  counselors. 
"I  understand  the  reluctance  on  the  part 
of  the  professional  to  be  the  one  who 
prevents  [a  client's]  issue  from  going  to 
market,  but  it  is  important  for  the  SEC 
to  reinforce  him,  to  underscore  his  re- 
sponsibility and  thus  strengthen  his 
hand  so  he  won't  be  worn  down  b\ 
clients." 

Underlying  all  these  points.  Wil 
stresses,  is  his  basic  bias  in  favor  of  self- 
regulation.  He  says  that,  whi 
ble,  he  prefers  "to  stimulate  not  r< 
late."  That  doesn't  mean,  however,  that 
he  won't  regulate.  ■ 
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As  I  See  It 


OPEC:  Where  Does 

The  Balance  Of  Power  Lie? 

Despite  the  current  oil  glut,  OPEC  is  not  about  to  crumble;  nor  are 
oil  prices  likely  to  fall.  One  reason:  The  Shah  of  Iran  has  spoken 
loudly — and  he  carries  the  biggest  stick  in  the  Persian  Gulf. 


No  wonder  the  American  people  are 
confused!  Barely  five  months  after  Presi- 
dent Carter,  echoing  philosopher  Wil- 
liam James,  called  the  energy  crisis  "the 
moral  equivalent  of  war,"  oil  prices  have 
come  under  heavy  downside  pressure. 
Available  supply  is  beginning  to  exceed 
an  unexpectedly  sluggish  demand  and 
new  supplies  are  pouring  into  the  market 
from  Alaska,  the  North  Sea,  Mexico. 
Price-shaving  has  emerged;  Kuwait,  for 
instance,  recently  cut  its  selling  price  10 
cents  a  barrel. 

Nevertheless,  the  President  is  right. 
The  energy  crisis  is  very  real  and  the 
prospects  for  a  meaningful  drop  in  oil 
prices  are  slight.  The  key  is  Saudi  Ara- 
bia. Were  Saudi  Arabia  to  produce  all 
the  oil  it  is  capable  of  pumping,  prices 
surely  would  slump.  Saudi  Arabia  did 
step  up  production  to  hold  down  prices 


after  other  members  of  the  Organization 
of  Petroleum  Exporting  Countries  pro- 
posed big  price  increases  at  the  Decem- 
ber 1976  OPEC  meeting.  But  now  that 
OPEC  is  back  to  a  single  price  structure 
for  oil,  don  t  count  on  the  desert  king- 
dom to  again  spoil  OPEC  s  game  of  get- 
ting top  dollar  for  its  oil. 

So  says  James  Akins,  the  former  State 
Department  oil  expert  and  later  U.S. 
ambassador  to  Saudi  Arabia.  Inter- 
viewed by  FORBES  in  his  Washington 
home  last  month,  Akins  says  the  Saudis 
don't  really  need  the  money  and  so  are 
probably  willing  to  cut  back  production 
to  keep  prices  up.  The  Saudis,  he  says, 
have  yet  another  reason  for  going  along 
with  the  OPEC  majority:  pressure  from 
the  Shah  of  Iran.  According  to  Akins, 
after  the  December  OPEC  meeting,  the 
Shah  said  "if  Saudi  Arabia  .  .  .  increases 


production  at  the  expense  of  Iran,  Iral 
would  consider  that  an  act  of  aggressiofll 
That's  the  strongest  diplomatic  languagl 
you  can  use,  short  of  a  declaration  c| 

war." 

Akins  was  fired  from  the  State  Deparl 
ment  in  1976  after  disputes  with  Henri 
Kissinger.  Among  the  reasons  for  hjl 
dismissal,  he  thinks,  was  the  fact  that  hll 
failed  to  heed  instructions  Kissinger  wall 
obliquely  try  ing  to  convey  through  pres 
interviews.  Akins  now  serves  as  a  busi 
ness  consultant  on  Middle  East  and  oi 
affairs. 

In  the  interview  beginning  on  the  op 
posite  page,  Akins  tells  Forbes  why  hi 
thinks  the  price  of  oil  will  keep  on  risinj 
and  why  Saudi  Arabia  cannot  be  counter 
on  to  prevent  it  from  happening.  But  th« 
West,  he  adds,  can  slow  the  process  if  il 
can  reach  an  international  agreement. 


Hovercraft  Diplomacy?  Saudi  Arabia  has  good  reason 
for  keeping  a  watchful  eye  on  its  powerful  neighbor, 
Iran,  as  it  considers  its  options  on  oil  prices  and  produc- 
tion levels.  The  Iranian  fleet  of  hovercraft  (left)  is  docked 


across  the  Persian  Gulf  from  Saudi  Arabia's  biggest  oil 
fields.  The  Saudis'  vulnerability  was  driven  home  to 
them  in  May,  when  a  fire  shut  down  nearly  all  produc- 
tion at  the  giant  Abqaiq  oil  field  (right)  for  several  weeks. 
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Akins  On  Duty:  Former  U.S.  Ambassador  to  Saudi 
Arabia  James  Akins  (right)  conferring  in  1974  with  the  late 
King  Faisal  and  former  Treasury  Secretary  William  Simon. 


Do  you  expect  that  with  the  current 
excess  supply  in  the  oil  market,  the  Sau- 
dis will  cut  back  production  to  keep  oil 
prices  up? 

AKINS:  There  is  already  strong  opposi- 
tion within  Saudi  Arabia  to  producing 
excessive  amounts  of  oil.  After  all,  they 
don  t  need  the  money.  They  also  believe 
that  in  constant  dollars,  the  oil  will  be 
worth  more  in  ten  years  than  it  is  today. 

They  will  never  willingly  let  prices  fall 
in  terms  of  current  dollars.  The  question 
is,  will  prices  be  allowed  to  decline  in 
constant  dollars?  Probably  not.  At  the 
Stockholm  OPEC  meeting  [in  July], 
[Saudi  Oil  Minister  Ahmed  Zaki]  Yamani 
and  [Iranian  chief  oil  negotiator,  now 
Prime  Minister  Jamshid]  Amouzegar 
said  that  oil  prices  should  be  frozen  at 
the  new  levels  through  1978.  This  was  all 
the  major  oil  consumers  concentrated 
an,  but  that  was  a  mistake.  Look  at  what 
the  Shah  [of  Iran]  had  said  earlier;  "If  the 
West  can  bring  inflation  down  to  zero, 
there  won't  be  a  rise  in  oil  prices.  But, 
af  course,  there  won't  be  zero  inflation. 

Aren't  there  any  economic  constraints 
that  would  prevent  the  Saudis  from  cut- 
ting production? 

\ki.\S:  No,  none.  Look  at  what  s  hap- 
pened to  their  economy  in  the  past  few 
years.  The  income  that  they  now  have 
[rom  interest  on  their  surpluses — mod- 
;st  though  it  is — is  considerably  higher 
than  their  total  income  was  in  1970. 
rheir  consumption  has  risen  consider- 
ibly  since  then,  but  their  expenditures 
ire  far  lower  than  the  income  they're 
getting  from  oil  plus  their  interest. 

Two  years  ago,  a  Saudi  minister  said 
:hat  they  could  carry  out  their  develop- 
ment programs  on  an  income  from  3 
nillion  barrels  per  day.  [Saudi  produc- 
ion  was  approximately  9.8  million  bar- 
■els  per  day  in  July  ]  He  subsequently 
changed  that  to  5  million  barrels  per  day. 
[  think  5  million  is  quite  high;  they  could 
let  by  on  considerably  less  than  that. 
Look  at  the  basic  facts:  The  country  has 
1.5  million  citizens,  plus  perhaps  an- 
other 2  million  foreigners — a  total  of  6.5 
nillion  people.  Do  they  really  need  a 
government  income  of  S35  billion  to  $40 
aillion  per  year? 

But  what  about  these  reports  that  the 
Saudi  economy  is  in  a  bit  of  a  shambles, 
md  that  they  need  far  more  money  than 
'hey  had  anticipated  to  finance  their  de- 
velopment programs? 


AkixS:  I've  heard  some  of  those  reports, 
too,  and  they  re  absolute  nonsense. 
They're  based  on  the  five-year  plan, 
which  was  drawn  up  three  years  ago. 
There  was  no  way  this  income  could 
have  all  been  spent  and  those  projects 
could  have  been  carried  out.  Everyone 
knew  that  it  couldn't  be  done  in  five 
years.  There's  been  a  total  reevaluation 
of  the  plan  in  Saudi  Arabia.  Many  proj- 
ects have  been  scaled  down;  others  are 
to  be  carried  out  over  a  longer  period. 

Why  should  the  Saudis  maintain  a  low 
level  of  production  while  Iran  is  produc- 
ing 6  million  barrels  per  day? 

AKINS:  Iran  now  has  a  new  prime  minis- 
ter, who  is  taking  an  entirely  different 
attitude  toward  expenditures.  He  was 
put  in  charge  of  the  cabinet  after  the 
Shah  criticized  the  development  pro- 
gram in  Iran  for  moving  too  far  too  fast. 
The  Shah  thinks  Iran  should  move  more 
slowly,  waste  less  and  keep  costs  down. 
So  the  demand  inside  Iran  for  additional 
income  for  development  programs  is  go- 
ing to  decrease. 

The  Saudis  may  not  be  willing  to  take 
all  of  the  cuts  in  production  that  would 
be  necessary  to  eliminate  potential  ex- 
cess supply  in  OPEC.  But  put  this  into 
historical  perspective,  and  remember 
what  the  Shah  said  after  the  Doha 
OPEC  meeting  [in  December  1976], 
when  to  everyone's  surprise,  including 
mine,  the  Saudis  broke  with  the  other 
OPEC  countries  and  promised  to  hold 
prices  down  by  increasing  production. 
The  Shah  said  publicly — and  to  the  Sau- 


dis privately — that  it  was  not  important 
what  Saudi  Arabia  did  with  oil  prices, 
because  he  knew  that  only  the  oil  com- 
panies would  profit.  If  the  Saudis  want- 
ed to  give  additional  profits  to  the  oil 
companies,  it  was  their  business.  But, 
he  said,  if  Saudi  Arabia — which  does  not 
need  additional  income — increases  pro- 
duction at  the  expense  of  Iran,  which 
does  need  the  income,  Iran  would  con- 
sider that  an  act  of  aggression.  That's 
the  strongest  diplomatic  language  you 
can  use,  short  of  a  declaration  of  war. 
And  this  quite  clearly  is  taken  seriously 
in  Saudi  Arabia. 

It  had  to  be.  Iran  is  just  across  the 
Persian  Gulf.  We,  the  Saudis'  alleged 
protector,  are  10,000  miles  away.  Saudi 
Arabia's  population  is  4.5  million;  Iran 
has  about  seven  or  eight  times  as  many. 
Iran  has  a  very  large  fleet  of  hovercraft — 
the  largest  in  the  world — in  the  Persian 
Gulf.  They  have  a  large  army  and  air 
force  as  well.  And  when  the  Shah  says,  if 
you  do  this,  we'll  consider  it  an  act  of 
aggression,  it  means  we'll  take  any  mea- 
sures we  want  and  need  to  protect  our- 
selves against  your  overproduction. 

This  is  why  it  was  widely  believed  that 
the  Abqaiq  fire  [in  May,  which  shut 
down  one  of  Saudi  Arabia's  largest  oil 
fields]  was  an  act  of  sabotage.  One  oil 
minister  in  the  Middle  East  told  me  at 
the  time  that  while  there  was  no  sabo- 
tage at  Abqaiq,  it  did  demonstrate  to  the 
Saudis  their  extreme  vulnerability  . 

So  the  Saudis  are  now  back  in  stej)  u  ith 
the  rest  of  the  Organization  ofPetroleui  i 
Exporting  Countries  What  n<  xt? 


As  I  See  It 


Akins:  At  the  Stockholm  meeting.  Min- 
ister Amouzegar  said  that  the  time  for 
indexing  [tying  oil  prices  to  the  overall 
rate  of  inflation  in  the  West]  had  passed, 
and  that  market  forces  would  henceforth 
dictate  oil  prices.  But  he  didn't  mean 
that  oil  prices  would  go  down;  he  meant 
they  would  go  up.  OPEC  expects  oil  to 
be  in  shortage,  not  surplus,  in  a  very 
short  time.  Look  at  the  new  sources 
coming  on  stream — Alaska,  the  North 
Sea,  Mexico.  They  amount  to  a  total 
increment  of  2  million  barrels  per  day, 
which  is  just  about  one  year's  growth  in 
world  consumption.  And  that's  a  one- 
shot  increment. 

So  we  should  not  expect  1978  to  be  a 
year  of  oil  price  stability? 

Akins:  It  could  be.  The  OPEC  leaders 
are  talking  about  late  1978  or  early  1979 
as  the  period  that  the  shortage  will  begin 
to  appear.  I  think  it  will  not  come  before 
1980,  even  if  Saudi  Arabia  holds  its  pro- 
duction below  8.5  million  barrels  a  day. 

What  about  beyond  then?  What  sort 
of  formula  do  you  expect  OPEC  to  apply 


to  prices,  once  the  world  oil  situation 
gets  over  this  temporary  surplus? 

Akins:  Again,  look  at  what  the  OPEC 
officials  have  said  on  this.  The  Saudi 
foreign  minister,  Prince  Saud  Ibn  Faisal, 
said  after  the  Doha  meeting  that  there 
was  no  difference  in  opinion  between 
Iran,  Saudi  Arabia  and  the  other  coun- 
tries in  OPEC,  on  the  ultimate  price  of 
oil.  He  said:  The  only  difference  we  in 
Saudi  Arabia  have  with  other  OPEC 
countries  is  the  rhythm  and  timing  of  the 
price  increases.  Saudi  Arabia,  like  Iran 
and  other  OPEC  countries,  believes  that 
the  price  of  oil  will  ultimately  be  deter- 
mined by  the  cost  of  production  of  alter- 
natives— meaning  liquid  synthetic 
hydrocarbons. 

The  question  is,  how  fast  do  you  get  to 
that  price?  If  there  is  a  shortage  of  oil,  we 
could  get  there  very  fast.  But  I  think  it's 
up  to  us  in  the  West  to  see  that  there 
isn't  a  shortage  of  oil,  and  that  demand 
doesn't  exceed  supply  at  any  moment. 

How? 

Akins:  I've  been  saying  for  years  that 


there  has  to  be  an  international  agreement)! 
in  the  Organization  for  Economic  Cooper-I 
ation  &  Development  for  the  sharing  ofll 
available  oil  in  times  of  chronic  shortages.  I 
I've  been  told  that  the  Japanese  plan  to 
insure  that  they  will  always  have  enough) 
oil  will  be  to  pay  $1  a  barrel  above  the 
OPEC  price.  I  hope  that's  not  correct, 
because  if  it  is,  it  would  mean  that  the 
U.S.,  Germany  and  others  would  follow- 
bidding  for  the  available  oil — and  then  the 
price  would  go  through  the  ceiling.  But  if 
there's  an  international  agreement  on 
sharing  oil,  I  think  we  can  avoid  ruinous 
competition.  It  wouldn  t  be  easy  to  ar- 
range, but  it  would  be  preferable  to  cut- 
throat competition. 

I  also  agree  that  the  price  of  oil  will  go| 
up,  and  that  the  ultimate  price  will  be 
determined  by  the  cost  of  alternatives. 
But  there's  a  very  big  difference  be- 
tween reaching  this  level  in  one  or  two 
years,  as  we  could  if  there  were  competi- 
tion for  oil,  and  reaching  it  over  20  years, 
when  we  switch  to  energy  alternatives.  I 
still  believe  that  an  international  accord 
between  the  industrialized  countries  and 
OPEC  on  oil  price  and  supply 
possible.  ■ 


Esquire  Sans  Esquire 

Esquire,  Inc.  has  just  sold  the  publishing 
property  that  gave  it  its  name.  That's  the 
best  news  its  stockholders  have  had  in  years. 


Even  Abe  Blinders  close  friends  fig- 
ured he  was  out  of  a  job.  "They  all  called 
to  console  me  and  ask  what  I'll  do  next," 
chuckles  Blinder,  67,  chief  executive  of 
Manhattan-based  Esquire,  Inc.  (1976 
revenues:  $74  million).  "And  that's  a  ter- 
rible thing.  Here  we  are,  communica- 
tions people,  yet  virtually  everyone 
thinks  we  are  only  publishers  with  a 
single  product. " 

The  "single  product,  "  of  course,  is  Es- 
quire magazine.  Late  last  August  Blinder 
sold  the  44-year-old  monthly  to  the 
ousted  publisher  of  New  York  magazine, 
Clay  Felker,  and  British  presslord  and 
North  Sea  oilman  Vere  Harmsworth. 
For  a  big  established  magazine,  it  was  a 
cheap  price:  $1.25  million  in  preferred 
stock  guaranteed  by  Harmsworth's  com- 
pany, Associated  Newspapers  Group, 
Ltd.,  of  London.  W'hat  could  Esquire 
without  Esquire  possibly  be?  Answer:  A 
much  healthier  company  with  Blinder 
still  very  much  employed. 

Nearly  20  years  ago  he  and  John 
Smart,  now  72,  youngest  brother  of  Es- 


quire s  founder,  began  channeling  Es- 
quire s  then-healthy  profits  away  from 
the  magazine  business.  The  company 
bought  a  lighting-fixture  manufacturer, 
then  a  textbook-publishing  outfit.  They 
also  expanded  two  older  divisions:  an 
educational  film  company  and  a  fashion 
magazine,  Gentlemen's  Quarterly 
(claimed  circulation:  over  300,000). 

By  1974,  just  prior  to  a  devastating 
Simmons  survey  that  cut  Esquire's  ad- 
vertising pages  in  half  in  one  year,  the 
magazine  accounted  for  less  than  20%  of 
the  parent  company's  sales  and  less  than 
15%  of  its  pretax  profits.  In  its  fiscal  year 
ended  last  March,  Esquire  represented 
just  12%  of  company  revenues;  since 
1974  the  magazine  lost  around  $1  million 
a  year,  or  50  cents  a  share.  Even  so. 
Esquire,  Inc.  managed  to  net  $2.8  mil- 
lion, or  72  cents  a  share  last  year. 

So  late  last  year  Blinder  let  out  the 
word  that  the  magazine  was  for  sale. 
Prospective  buyers  scarcely  beat  down 
Blinder  s  doors.  There  was  a  flurry  of 
interest  initially — from  Gulf  &  Western 


(which  owns  24%  of  Esquire  stock),  two 
Northwestern  University  journalism 
professors,  Hustler  magazine  publisher 
Lam  Flynt  and  Felker,  among  others. 
But  in  the  end  only  Felker  was  able  to 
make  a  firm  proposal.  And  even  he  had 
trouble:  Two  other  financiers  (Australian 
newspaper  heir  Kerry  Packer  and  Brit- 
ish wheeler-dealer  James  Goldsmith) 
backed  away  from  supporting  him. 

Without  the  Esquire  albatross,  Blind- 
er can  turn  his  full  attention  toward  ex- 
panding Esquire's  profitable  divisions. 
The  educational  book  and  film  compa- 
nies (34%  of  last  year's  sales,  and  76%  of 
pretax  profits)  will  get  the  most  atten- 
tion, followed  bv  the  lighting  division 
(38%  of  sales,  39%  of  profits).  And  Blind- 
er has  high  hopes  for  his  latest  venture, 
Esquire  Films,  which  will  soon  begin 
producing  low-budget  ($500,000)  feature 
films  for  the  smaller-town  theaters  frus- 
trated by  the  decreasing  number  of  mov- 
ies produced  by  the  major  studios. 

"I'm  looking  forward  not  backward," 
Blinder  says.  "We  will  now  have  an  ag- 
gressive development  program  so  that 
Esquire  without  Esquire  will  be  a  bigger 
and  more  profitable  company."  Ex-Es- 
quire,  the  company  may  earn  over  $1.25 
a  share  this  year;  its  stock  has  risen  in  a 
year  from  4lA  to  12. 

Bight  now  about  the  biggest  problem 
Abe  Blinder  faces  is  whether  to  change 
the  company's  name.  ■ 
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IntroducingTh 

Named  after  the  worlds  m 


Here,  Frank  B.  Hall  stands  behind  a  hand 
property  and  casualty  risks  he  protects- 
our  66  local  offices  can  show  you  exactly  w 


rank  B.  Hall  of  Fame. 

entive  corporate  insurance  broker, 
tiis  190,000  unique  clients.  Firms  whose 
11  as  the  welfare  of  their  employees.  One  of 
se  illustrious  firms  chose  Frank  B.  Hall. 


Physician, 
Heal  Thyself  • 


Or  Else! 


With  the  cost  of  medical  care  staggering,  and  with  no 
remission  in  sight,  physicians  and  surgeons  are  now 
coming  under  unprecedented  political  attack.  If  doctors 
don't  choose  to  change  their  business  ways,  they  have 
reason  to  fear  that  they  may  be  ordered  to  do  so. 


Our  patient  is  a  mature  American  with 
a  baffling  set  of  symptoms.  He  is  pros- 
perous, even  rich.  His  contributions  to 
the  community  seem  essential  to  its  sur- 
vival. He  commands  the  distribution  of 
billions  of  dollars  in  community  re- 
sources. He  is  respected.  His  annual 
income  is  about  $58,000  and  often  runs 
well  into  six  figures. 

Yet  the  patient  shows  signs  of  psychic 
distress  bordering  on  paranoia.  He  has 
come  to  believe  that  someone  is  "out  to 
get  him."  He  feels  himself  attacked  by 
powerful  forces  beyond  his  comprehen- 
sion. He  is  afraid.  "Why,"  he  asks? 
"What  have  I  done?" 

In  fact,  our  patient  is  not  paranoid. 
The  unease  he  feels  is  well  justified. 
There  are  a  good  many  people  out  there 
who — if  not  "out  to  get  him" — are  ready 
and  willing  to  challenge  many  of  the 
practices  that  give  doctors  such  a  high 
income  and  so  much  independence. 
These  critics  are  saying  that  medicine  is 
now  too  expensive  to  leave  to  the 
doctors. 

Nothing  showed  the  temper  of  the 
times  more  clearly  than  Health,  Educa- 
tion &  Welfare  Secretary  Joseph  A.  Cali- 
fano's  tough  talk  to  the  delegates  to  the 
American  Medical  Association  conven- 
tion in  San  Francisco  last  June.  Here  was 
a  prominent,  politically  savvy  spokesman 
for  the  Carter  Administration  choosing 
doctors  as  a  likely  target  of  opportunity. 
The  U.S.  can  no  longer  afford,  he  said, 
doctors'  insensitivity  to  costs.  A  "pro- 
found structural,  long-term  reform"  of 
health-care  delivery  is  imminent,  he 
warned,  and  doctors  will  be  in  the  mid- 
dle of  it.  Said  Califano:  "The  physician  is 
the  central  decision-maker  for  more  than 
70%  of  health -care  services,  "  a  role,  Cal- 
ifano pointedly  reminded  the  doctors, 
that  earned  them  $26  billion  last  year. 

Califanos  target  list  is  nothing  less 
than  a  catalog  of  accepted  medical  prac- 
tice. Said  he:  Doctors  have  chosen  to 
develop  "lucrative  practices  in  the  sub- 
urbs," leaving  rural  and  inner  city  areas 


underserved.  They  have  neglected  pre- 
ventive medicine,  resulting  in  the  need 
for  acute  care  on  a  fixed-fee-for-service 
basis,  "the  most  expensive  and  least  effi- 
cient way  to  function."  Doctors  have 
crowded  into  a  few  specialties,  avoiding 
lower-paying  primary-care  areas. 

To  a  degree  that  the  general  public 
cannot  appreciate,  the  doctors  were 
shocked.  Remarked  one  AMA  delegate 
after  Califanos  speech:  "The  opening 
salvo  in  a  declaration  of  war  between  the 
AMA  and  the  federal  government." 

If  the  Washington  bureaucracy  is  in- 
deed about  to  launch  a  crusade  for 
cheaper  (and  more  regulated)  medical 
care,  it  may  be  on  solid  political  ground. 
The  profession's  old  Norman  Rockwell- 
Marcus  Welby  image  has  given  way  to 
that  of  a  Mercedes-driving,  golf-playing, 
tanned-in-the  winter  affluence.  Accord- 
ing to  a  Louis  Harris  &  Associates  sur- 
vey, confidence  in  physicians  has 
dropped  an  astonishing  30  points,  to 
43%,  in  the  last  decade.  In  an  Opinion 
Research  Corp.  survey,  69%  named  doc- 
tors' fees  as  significant  in  skyrocketing 
medical  costs.  Laetrile  has  been  legal- 
ized by  a  dozen  politically  sensitive  state 
legislatures  over  the  vociferous  opposi- 
tion of  every  medical  authority  in  the 
land.  The  editor  of  the  prestigious  New 
England  Journal  of  Medicine  cannily 
recognized  what  this  revealed  about 
public  attitudes.  For  the  AMA  to  inveigh 
against  Laetrile,  he  wrote,  is  "uninten- 
tionally increasing  the  demand." 

And,  finally,  there  is  the  malpractice 
mess.  When  a  jury  votes  a  huge  malprac- 
tice award,  is  it  not,  among  other  things, 
a  backhanded  slap  at  the  doctors  for  liv- 
ing well,  but  not  always  curing  well? 

In  his  speech,  Califano  argued  that 
medicine  is  big  business,  and,  like  big 
business,  should  be  subject  to  public 
control.  Of  course,  a  good  many  people 
think  that  government  control  of  big 
business — indeed  of  everything — has 
gone  too  far.  Califano  presented  Big 
Government  as   the  People's  Friend, 


protecting  them  against  private  inter- 
ests— in  this  case,  the  doctors.  Califano 
was  prescribing  that  most  dangerous  of 
remedies — bureaucratic  regulation.  But 
he  knew  that  medicine  is  now  a  temptingi 
and  potentially  popular  target  for  politi- 
cians and  bureaucrats. 

For  example,  the  Federal  Trade  Com-| 
mission  has  drawn  up  a  bill  of  particularsi 
that  sounds  like  a  Populist's  complaints! 
against  big  corporations,  accusing  the 
medical  profession  of:  price-fixing;  for- 
bidding advertising  in  order  to  forestall 
price  competition;  featherbedding 
through  restricting  what  different  kinds 
of  doctors  can  do;  and  resisting  innova- 
tion. FTC  Chairman  Michael  Pertschuk 
suggests  that  medicine  ought  to  be  made 
to  "respond  to  the  same  marketplace 
influences  as  other  American  busi- 
nesses." Some  bureaucrats  are  even  talk- 
ing of  criminal  prosecution.  Said  a  Justice 
Department  antitrust  official:  "Once  it 
has  been  established  that  a  [medical] 
practice  clearly  violates  the  antitrust 
laws,  we  are  prepared  to  empanel  a  grand 
jury  and  proceed  criminally  if  the  evi- 
dence is  there.  "  Insiders  translate  that  to 
mean  that  such  a  grand  jury  inquiry  may 
well  be  under  way.  It's  a  lengthy  process 
because  there  is  no  central  source  of  the 
alleged  anticompetitive  practices;  each 
state,  and  often  city,  medical  society  must 
be  investigated  separately.  Justice  might 
be  hoping  to  create  a  bandwagon  effect. 
Said'  one  source:  "The  word  would  get 
around  pretty  quickly  .  .  .  that  the  follow- 
ing doctors  have  just  been  sent  to  jail — or 
even  indicted." 

HEW's  Califano  is  coy  about  the  possi- 
bility of  putting  a  limit  on  physicians' 
fees;  he  testified  before  Congress  that  it 
was  probaby  inevitable,  but  he  backs 
away  when  pressed  for  specifics.  The  fact 
is,  however,  that  HEW's  proposed  9%- 
11%  annual  lid  on  hospital  revenue  in- 
creases strikes  at  one  of  the  principal 
income-producing  assets  of  physicians. 
The  greatest  potential  for  hospital  cost- 
cutting  is  in  reducing  the  number  of 
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Symptoms  of  Administered  Prices? 


The  maximum  Medicare  will  pay  for  the  same  surgical 
procedure  varies  widely  from  place  to  place.  The  figures 
below  were  compiled  from  Social  Security  Administra- 
tion data  by  the  Health  Research  Group,  a  Ralph  Nader 
group.  HRG  calls  the  geographic  variations  "indefensi- 
ble" because,  it  says,  they  can't  be  justified  by  economic 


differences:  the  system  simply  "allows  physicians  to  set 
their  own  fees." 

Health  Research  Group's  title  for  its  report  reflects  a 
growing  cynicism  about  doctors:  "Why  Not  the  Most? 
A  Physician's  Guide  to  Locating  in  Cities  with  the  Most 
Excessive  Medicare  Fees  in  the  Country.  .  .  ." 


CITY 


King's  County,  Ca. 

(Central  California) 


San  Diego 


Beverly  Hills 


Seattle 


Kansas  City 


Chicago 


Milwaukee 


Detroit 


Cleveland 


Atlanta 


Washington,  D.C. 


Pittsburgh 


Miami 


Manhattan,  N.Y.C. 


Nassau  County,  N.Y. 


Queens,  N.Y.C. 


INGUINAL  HERNIA 


Surgical  Fees 


$150     250     350     450     550  650 


CITY 


PROSTATECTOMY 


CITY 


Orange  County,  Ca. 


San  Diego 


Beverly  Hills 


Seattle 


Kansas  City 


Chicago 


Milwaukee 


Detroit 


Findlay,  O. 


Atlanta 


Washington,  D.C. 


Pittsburgh 


Miami 


Manhattan,  N.Y.C. 


Nassau  County,  N.Y. 


Queens,  N.Y.C. 


CHOLECYSTECTOMY 

(Gall  Bladder) 


Surgical  Fees 


$300  400  500  600  700  800  900  1 ,000 


Surgical  Fees 

$200 

400 

600 

800 

1,000 
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Source:  Health  Research  Group. 
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Image  Problem:  When  Norman  Rockwell  painted  this 
Saturday  Evening  Post  cover  in  1942,  its  image  of  the 
kindly  family  doctor  drew  affectionate  smiles  of  recogni- 
tion and  agreement  from  the  Post's  mass  audience  of 


Drawing  by  Donald  Reilly;  ©  1975  The  New  Yorker  Magazine,  Inc. 

readers.  But  by  last  year  the  public's  perception  of 
doctors  had  undergone  such  a  dramatic  change  that  it 
was  the  wry  depiction  of  doctors'  affluence  in  The  New 
Yorker  cartoon  (right)  that  struck  a  responsive  chord. 


patients  admitted,  through  preadmission 
screening;  shortening  the  stay  of  those 
who  do  get  in;  and  controlling  the  proce- 
dures and  personnel  at  the  doctors  dis- 
posal. Fewer  patients  hospitalized  for  a 
shorter  time  using  fewer  services  means 
shrinking  fees  for  the  physician. 

Dr.  John  Budd,  new  AMA  president, 
grants  there  is  a  problem.  As  he  sees  it, 
"It's  not  what  the  doctors  earn  that's  the 
significant  fact,  it's  what  they  order." 
Critics  say  that  very  often  what  the  doc- 
tor orders  seems  to  benefit  him  financial- 
ly at  least  as  much  as  it  benefits  the 
patient  medically. 

When  your  doctor  orders  several  ex- 
pensive diagnostic  procedures,  for  exam- 
ple, the  hard  truth  is  that  he  is  con- 
cerned not  only  about  detecting  your 
illness  but  also  about  protecting  his 
credibility  if  you  should  sue  him  for  mal- 
practice. (How  can  a  physician  who  has 
put  his  patient  through  $1,000  worth  of 
tests  be  guilty  of  negligence?)  The  tests 
might  be  medically  superfluous  for  the 
patient,  but  they  are  legally  comforting 
to  the  doctor.  At  the  patient's — or  his 
insurer's — expense,  of  course. 

When  your  doctor  orders  you  into  the 
hospital,  his  subsequent  treatment  of 
you  and  his  other  hospitalized  patients 
lets  him  take  advantage  of  economies  of 
scale.  In  a  quick  trip  through  the  corri- 
dors, he  can  stop  by  each  bedside  long 
enough  to  ask  how  the  patient  is,  leave 
before  there  is  time  to  hear  the  answer 
and  still  charge  a  premium  over  what  he 


would  be  paid  for  a  longer  office  visit. 
(One  frequently  hospitalized  woman 
speculates  that  doctors  compete  with 
one  another  to  see  who  can  spend  the 
least  amount  of  time  per  patient.  The 
winner  in  her  experience  was  a  specialist 
who,  not  wanting  to  make  his  way 
through  a  couple  of  nurses  already  in  the 
patient's  room,  shouted  from  the  hallway 
before  dashing  off,  "Your  tests  are  okay." 
The  tests  were  for  cancer.  The  charge 
was  $45 — $11.25  per  word.) 

Competition  among  doctors  also  en- 
ters the  picture  when  the  staffs  of  several 
hospitals  in  an  area  all  insist  on  having 
the  latest  piece  of  expensive  equip- 
ment— even  if  demand  for  the  area  could 
be  handled  with  one  machine.  (The 
$500,000  CAT  scanner  is  the  best  cur- 
rent example.)  Each  patient  s  $150-per- 
day  hospital  charge  reflects  such  costs  of 
doing  business,  even  when  a  particular 
patient  doesn  t  get  within  four  floors  of 
the  equipment. 

There  is  also  the  hallowed  medical 
tradition  of  referrals,  known  in  less  exalt- 
ed lines  of  work  as  "you  scratch  "my  back 
and  1  11  scratch  yours."  An  internist  may 
decide  a  patient  needs  to  see  a  urologist 
across  the  street  who  is  not  only  brilliant 
in  his  field  but  who  will  also  refer  his 
patients  who  need  an  internist  to  the  first 
man.  There  need  not  be  even  a  sem- 
blance of  fee-splitting,  but  patient  costs 
mount  up  with  each  referral.  And  of 
course  it  was  necessary  to  call  in  the 
specialist;  what  would  happen  to  the 


doctor's  malpractice  defense  case  if  he 
hadn't? 

There  are  even  those  cynics  who  trace 
some  of  the  estimated  2.4  million  unnec- 
essary surgeries  performed  each  year  (at 
a  cost  of  $4  billion)  to  a  surplus  of  sur- 
geons in  some  areas  of  the  country. 

Not  all  doctors  are  guilty  of  all  these 
practices,  but  enough  are  to  create  a 
growing  reservoir  of  ill  will  against  the 
profession.  Not  knowing  where  else  to 
turn  for  redress,  the  public  begins  to 
listen  to  politicians  who  promise  to  set 
everything  right  through  rules  and 
regulations. 

Now,  as  pure  business  practices,  a 
good  deal  of  the  medical  profession's 
costly  procedures  are  perfectly  sound. 
It's  wise  to  keep  a  hospital  competitive, 
to  spread  your  services  over  as  many 
patients  as  possible,  to  protect  yourself 
against  legal  dangers.  There  is  only  one 
hitch:  Unlike  most  businesses,  medicine 
is  not  at  all  competitive  so  far  as  price 
goes.  Unlike  most  other  businessmen, 
doctors  can  automatically  pass  the  cost 
on  to  the  patient — or,  more  accurately, 
to  the  general  public  through  medical 
insurance,  the  cost  of  which  is  diffused 
throughout  the  economy.  The  only 
phrase  for  it  is:  administered  prices! 

And  while  the  hospitals  help  the  doc- 
tors, the  doctors  help  the  hospitals.  The 
Congressional  Budget  Office  estimates 
that  a  doctor  generates  an  annual  ex- 
pense of  $350,000  at  each  of  the  hospitals 
he  uses.  All  this  is  good  for  the  medical 
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profession.  But  is  it  at  all  good  for  the 
patients  and  for  the  general  public  who 
foot  the  bill? 

Where  the  public  is  helpless  before 
anticompetitive  practices,  the  bureau- 
crats are  only  too  willing  to  step  in — as 
witnessed  by  the  last  100  years  of  Ameri- 
can history  and  a  whole  series  of  govern- 
ment bureaus,  starting  with  the  Inter- 
state Commerce  Commission  and 
running  right  through  the  Securities  & 
Exchange  Commission  and  the  Environ- 
mental Protection  Agency.  The  pattern 
is  almost  always  the  same:  The  agency 
begins  by  ending  the  most  outrageous 
practices,  then  starts  looking  around  for 
ways  to  justify  its  continued  existence 
and  expansion.  The  result  is  frequently  a 
burden  to  the  taxpayer  and  endless  red 
tape  to  the  industry  or  profession 
involved. 

On  its  present  course,  medicine  is 
heading  straight  down  this  path. 

Health,  Education  &  Welfare  has  al- 
ready established  the  principal  of  bu- 
reaucratic involvement  in  doctors'  affairs 
through  administration  of  the  profession- 
al standards  review  organizations 
(PSROs)  and  hospital-utilization  review 
committees  that  now  monitor  Medicare 
costs  and  quality.  HEW  is  also  trying  to 
introduce  a  measure  of  consumerism 
into  the  conduct  of  hospital  business 
through  locally  elected  Health  Service 
Agencies,  which  will  have  a  strong  voice 
in  determining  how  all  federal  dollars  are 
spent  on  hospitals  and  facilities. 

If  hospital-budget  control  comes  down 
to  doctor-use  control,  it  will  amount  to 
direct  interference  with  the  doctor  s  de- 
cision-making authority. 

HEW  hopes  to  put  new  life  into  an  old 
idea  for  cost  control,  the  health  mainte- 
nance organization.  (An  HMO  provides 
full  health  care  to  subscribers  for  a  set 
price.  Doctors  work  on  salary,  sharing 
any  budget  savings — or  overruns.)  The 
AM  A  managed  to  cripple  the  1973  legis- 
lation authorizing  federal  support  for  the 
prepaid  plans,  preventing  all  but  39  of 
the  country's  180  HMOs  from  getting 
federal  approval  (not  even  the  prototype, 
the  Kaiser  plan,  is  officially  recognized). 
But  last  year  Congress  lifted  some  of  the 
more  restrictive  provisions,  and  HEW 
Under  Secretary  Hale  Champion  recent- 
ly went  on  the  road  to  proclaim:  "We  are 
going  to  get  about  the  business  of  stimu- 
lating more  HMOs — and  we're  going  to 
stay  in  that  business." 

HMOs  can  achieve  cost  savings  as 
high  as  30%  with  no  reduction  in  quality 
of  care,  but  organized  medicine  despises 
them  as  government-subsidized  compe- 
tition for  its  cherished  fee-for-service  ap- 
proach. But  in  some  ways,  HMOs  are 
the  only  true  free-enterprise  medicine: 
After  their  salaries  are  paid,  doctors' 
profits,  if  any,  come  from  savings  they 
achieve  by  avoiding  unnecessary  proce- 
dures. They  are  not  cure-alls,  but  nei- 


ther are  they  the  threat  to  individual 
medical  practice  that  many  doctors  see 
in  them. 

At  a  time  when  the  medical  profession 
should  be  engaged  in  painful  self-exami- 
nation, it  is  tending  instead  to  fall  back 
upon  a  smug  defensiveness.  Rather  than 
trying  to  defuse  the  political  and  bureau- 
cratic threat  through  change,  innovation 
or  reforms  of  their  own,  the  doctors 
seem  disinclined  to  give  an  inch.  The 
AMA's  chief  operating  officer,  Executive 
Vice  President  James  H.  Sammons,  talks 
about  "some  running  confrontations" 
with  the  Feds,  in  which,  he  claims,  "we 
will  prevail."  The  doctors  have  undeni- 
able political  power:  In  the  1976  con- 
gressional elections,  organized  medicine 
outspent  every  other  special-interest 
group,  even  labor,  in  campaign 
contributions. 

However,  organized  medicine's  mon- 
ey and  pressure  no  longer  buy  the  sup- 
port they  once  did  on  Capitol  Hill.  Old- 
timers  who  can  remember  the  clout  the 
oil  industry  once  had  and  how  it  has  now 
become  a  whipping  boy  are  beginning  to 
wonder  whether  organized  medicine  will 
go  the  same  way.  Says  one  Senate  staff- 
man:  "For  a  long  time  there  was  a  code 
that  Congress  wouldn't  intrude  on  the 
doctors'  professional  prerogatives.  But 
that  doesn't  carry  over  into  economics. 
They  will  challenge  that."  Besides,  the 
chief  battles  are  being  fought  now  in  the 
more  politically  insulated  bureaucracies. 

Moreover,  corporations  and  unions 
are  joining  together  for  a  concerted  as- 
sault on  costs — which  means  attacking 
the  interlocking  system  by  which  the 
doctors  maximize  their  incomes.  The 
Federal  Council  on  Wage  &  Price  Stabil- 
ity reports  that  some  126  joint  labor- 
management  projects  are  under  way  to 
reduce  medical  costs.  Such  corporations 
as  Upjohn,  Alcoa  and  Ford  have  formed 
the  Washington  Business  Group  on 
Health  in  conjunction  with  such  health 
insurers  as  John  Hancock,  Prudential, 
Equitable  and  Metropolitan  Life.  Says 
Victor  Zinc,  General  Motors'  director  of 
employee  benefits  and  services:  "A  lot  of 
doctors  feel  the  concern  about  costs  is 
simply  on  the  part  of  government  that 
wants  to  take  over,  or  some  consumers 
who  don't  like  anything.  They  haven't 
realized  the  depth  of  concern  on  the  part 
of  those  paying  the  bills — and  that  is 
business." 

An  increasing  number  of  Forbes  500 
companies  (U.S.  Steel,  Xerox,  American 
Telephone  &  Telegraph,  International 
Business  Machines  and  General  Motors, 
among  others)  are  offering  HMOs  to 
their  employees  as  an  alternative  cover- 
age package. 

Ultimately  more  threatening  to  the 
doctors  than  such  specific  attacks  is  a 
general,  and  growing,  disenchantment 
among  the  public  with  what  medicine 
can  do.  With  the  coming  of  antibiotics 


and  the  feats  of  modern  surgery,  people 
began  to  regard  doctors  almost  as  mir- 
acle men.  Of  course  they  are  not  and 
never  were,  but  the  illusion  grew.  Now 
it  is  turning  to  disillusion.  Rick  J.  Carl- 
son, a  onetime  lawyer,  now  a  health- 
issues  consultant,  wrote  in  The  End  of 
Medicine  that  the  physician  is  brilliant  at 
setting  fractures,  treating  infectious  dis- 
eases, surgical  removal  of  pathology,  ad- 
ministration of  antibiotics.  But  he  "can- 
not cure  cardiovascular  disease,  most 
cancers,  arthritis,  multiple  sclerosis, 
stroke,  advanced  cirrhosis  and  the  com- 
mon cold."  Most  of  the  things,  in  other 
words,  that  torture  us  before  something 
else  kills  us. 

Even  former  AM  A  President  Dr. 
Richard  E.  Palmer  approvingly  quotes  a 
finding  that  "the  best  estimates  are  that 
the  medical  system  .  .  .  affects  about 
10%  of  the  usual  indices  for  measuring 
health.  .  .  ."The  remaining  90%,  Palm- 
er says,  are  beyond  doctors  control. 

There  are  statistics  to  prove  it.  Al- 
though the  U.S.  spends  more  per  capita 
of  its  gross  national  product  on  health 
care  than  any  other  country,  it  is  not 
even  among  the  top  ten  nations  in  the 
standard  measures  of  public  health. 

In  The  Mirage  of  Health,  recently  re- 
issued in  paperback  and  a  popular  col- 
lege text,  the  great  microbiologist  Rene 


Putting  The  Case:  Joseph  Califano  read 
out  what  amounts  to  an  indictment  of 
current  styles  of  medical  practice. 
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Holistic  Health:  Revolution  Or  Revivalism? 


To  a  past  president  of  the  American  Medical  Association, 
holistic  medicine  "gets  into  superstition,  tribalism,  mysti- 
cism, what  we  came  out  of  300  years  ago."  Its  proponents 
concede  it  does  have  roots  in  the  past.  But  they  claim  it  is  a 
very  respectable  past,  nothing  less  than  the  origins  of 
medicine,  when  Hippocrates  wrote  that  the  physician  must 
"be  skilled  in  Nature  and  must  strive  to  know  what  man  is  in 
relation  to  food,  drink,  occupation,  and  which  effect  each  of 
these  has  on  the  other.  " 

Holism  is,  of  course,  the  doctrine  that  says  that  the  whole  is 
greater  than  the  sum  of  its  parts.  Holistic  medicine,  by 
extension,  says  that  the  best  treatment  is  that  directed  to  the 
human  organism  as  a  whole — both  body  and  mind — rather 
than  to  its  parts  or  symptoms. 

In  case  of  illness,  the  convention- 
al M.D.  prescribes  drugs  or  surgery 
and,  if  those  fail,  psychotherapy. 
The  holistic  M.D.  would  supple- 
ment conventional  treatment  with 
one  or  more  of  some  unconvention- 
al techniques:  acupuncture,  bio- 
feedback, relaxation  training, 
meditation,  nutritional  therapy, 
guided  imagery.  A  traditional  doc- 
tor, for  example,  might  lecture  a 
patient  to  stop  smoking  and  lose 
weight  to  prevent  a  heart  attack.  A 
holistic  practitioner  would  examine 
with  the  patient  the  factors  in  his  life 
creating  the  stress  that  leads  him  to 
overeat  and  to  smoke  excessively. 
The  patient  might  be  taught  some 
form  of  stress-reducing  relaxation 
technique.  It  is  the  patient's  re- 
sponsibility to  modify  elements  in 
his  daily  living  that  might  be  making 
him  sick:  his  job,  diet,  sex  life, 
family  relationships.  The  doctor  is 
an  educator. 

Conventional  doctors  assume 
that  some  illnesses  are  psychosomatic — that  is,  have  no 
measurable  cause — and  are  therefore  best  treated  by  tran- 
quilizers or  psychiatry.  Holistic  practitioners  assume  that 
all  illnesses  are  psychosomatic — that  is,  growing  out  of 
some  disharmony  of  the  body-mind  unit. 

David  Bresler,  head  of  the  UCLA  Medical  Center's  pain 
control  unit,  says  of  what  he  calls  integral  medicine:  "It's 
not  opposed  to  contemporary  Western  medicine;  it  simply 
transcends  some  of  its  limits.  " 

Holistic  medicine's  most  controversial  treatments  tackle 
those  illnesses  that  conventional  medicine  has  struck  out 
on,  and  it  is  those  methods  that  alarm  Max  Parrott,  the  past 
AMA  president  quoted  earlier.  For  example,  while  a  pa- 
tient with  intractable  cancer  is  undergoing  conventional 
radiation  or  chemotherapy,  a  holistic  practitioner  might  also 
train  him  to  use  guided  imagery,  in  which  the  patient 
visualizes  his  immune  system  as  an  active  force  fighting  to 
destroy  the  spreading  cancer. 

Other  holistic  health  techniques  are  less  unconventional. 
Acupuncture  is  one  of  the  most  widely  accepted,  especially 
as  a  treatment  for  arthritis.  Bresler's  clinic,  one  of  several 
such  in  the  U.S.,  gets  pain  patient  referrals  from  some 
4,000  physicians  throughout  the  country. 

Dr.  J.  Patrick  Tokarz  describes  the  appeal  of  a  holistic 
approach  to  the  physician:  "There  is  a  potential  for  the 
practice  of  medicine  to  be  the  fulfilling,  humanistic  process 
it  ideally  ought  to  be.  Getting  the  right  drug  into  the  right 


Getting  The  Point:  UCLA's  David  Bresler 
relieves  pain  through  acupuncture, 
one  technique  in  the  holistic  armamentarium 


person  as  efficiently  as  possible  is  not  very  rewarding  after 
ten  years.  Interacting  with  individuals  and  having  an  impact 
on  their  lives  is  the  source  for  continued  growth  and 
fascination  throughout  a  career." 

Some  conventional  physicians  incorporate  aspects  of  ho- 
listic health  into  their  practices.  A  Los  Angeles  cardiologist 
sends  his  heart  patients  to  learn  relaxation  through  tran- 
scendental meditation.  A  group  of  orthopedists  has  an 
acupuncturist  on  staff  for  nonsurgical  treatment  of  orthope- 
dic problems.  Some  Kaiser  Plan  groups  in  California  use 
biofeedback,  relaxation  training  and  nutritional  guidance. 

Because  holistic  health  emphasizes  money-saving  pre- 
vention and  patient  responsibility  over  doctor  dependence, 
medication  and  surgery,  it  has  at- 
tracted the  interest  of  both  public 
and  private  health  insurance  agen- 
cies. HEW,  through  the  National 
Institutes  of  Health,  has  given  the 
movement  a  modest  number  of- 
study  grants.  Blue  Cross'  national 
headquarters  has  agreed  to  back  a 
pilot  holistic  health  clinic  offering 
complete  care,  if  a  local  Blue 
Cross  plan  can  be  found  to  go 
along  with  it. 

Cost  savings  from  the  new  med- 
icine could  be  dramatic.  Bresler 
gives  one  example:  conventional 
nonsurgical  management  of  low- 
back  pain  could  cost  as  much  as 
$5,000;  surgery  could  bring  it  up 
to  $10,000.  "Many  low-back  pain 
problems  can  be  treated  more  ef- 
fectively by  acupuncture  for 
$400,"  he  says. 

Holistic  practitioners  don  t  deny 
their  successes  involve  the  place- 
bo effect;  in  fact,  they  recognize  it 
as  central  to  the  healing  process. 
Says  Palo  Alto  psychologist  James 
Fadiman:  "The  placebo  effect  is  the  trust,  the  hope  that 
things  will  get  better,  that  your  body  will  cooperate  in  the 
healing.  It's  the  person  intending  to  get  well."  Says  Bresler: 
"Nobody  heals  another  person.  A  doctor  doesn't  regenerate 
new  tissue  to  replace  injured  tissue  after  surgery,  the  body 
does.  Medication  may  stimulate  the  body  in  some  way  to 
promote  its  own  healing,  but  what  that  healing  process  is  is 
still  mysterious." 

Bresler  thinks  he  can  spot  a  placebo  effect  when  he  sees 
it — in  conventional  medicine.  "Look  at  the  powerful  psy- 
chological experience  involved  in  coronary  bypass  surgery," 
says  Bresler  (who  credits  the  insight  to  Johns  Hopkins 
professor  emeritus  of  psychiatry  Jerome  Frank).  "Using  all 
the  incredible  mystique  of  modern  medical  technology,  the 
surgeon  knocks  the  patient  out,  stops  the  heart,  fixes  it, 
starts  it  up  again,  wakes  the  patient  up.  He  quite  literally 
kills  the  patient,  heals  him  and  resurrects  him.  You  tell  me 
what  kind  of  faith  healer  can  match  that  for  ritual.  " 

Past  AMA  President  Dr.  Malcolm  Todd  now  seems  to 
have  an  open  mind.  When  he  first  appeared  at  holistic 
health  conferences,  it  was  to  express  the  medical  establish- 
ment s  concerns.  At  a  Houston  conference  this  summer, 
however,  he  said:  "There  is  perhaps  within  the  concept  an 
exciting  rejuvenation  of  our  health  system.  .  .  .  If .  .  .  ho- 
listic medicine  .  .  .  does  merit  a  place  in  our  society,  then 
doctors  should  take  the  lead  to  see  that  the  .  .  .  growth  of 
the  concept  takes  place  in  the  responsible  manner." 
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Dubos  points  out  that  it  was  the  social 
reformer,  not  the  medical  scientist,  who 
brought  about  dramatic  improvements 
in  public  health.  Writes  Dubos:  "The 
great  microbial  epidemics  were  brought 
under  control  not  by  treatment  with 
drugs  but  largely  by  sanitation  and  by 
the  general  raising  of  living  standards.  In 
contrast,  the  cancers,  the  vascular  disor- 
ders, the  mental  disease,  which  are  not 
affected  by  the  sanitary  movement,  have 
remained  great   health   problems  and 


their  solution  is  not  yet  in  sight. 

Why,  then,  the  dramatic  lengthening 
of  life  expectancy?  Dubos  points  out  that 
it  is  largely  a  statistical  shift  brought 
about  by  a  reduction  in  the  number  of 
children  who  die  at  birth  or  in  early 
childhood.  What  has  been  achieved  is 
not  so  much  a  lengthening  of  life  expec- 
tancy as  a  lessening  of  infant  mortality. 
Life  expectancy  for  45-year-old  men  in- 
creased only  four  years  between  1850 
and  1970;  for  65-year-olds,  the  increase 
was  about  six  months. 

Dubos  is  the  patron  saint  of  a  move- 
ment within  medicine  called  holistic 
health  that  attempts  to  deal  with  both 
the  limits  of  medicine  and  its  costs.  Ho- 
listic health  calls  for  a  reform  of  the 
system  to  place  the  burden  of  keeping 
healthy  on  the  patient,  not  the  doctor. 
Says  Dr.  J.  Patrick  Tokarz,  28,  chairman 
of  the  AMA's  resident  physicians  section: 
'The  major  factors  influencing  a  person  s 
health  in  this  country  are  diet,  lifestyle, 
genetic  inheritance,  the  environment. 
Mostly  factors,  that  is,  over  which  the 
patient  has  some  control.  Smoking,  for 
example.  Polluted  lungs  undoubtedly 
kill  more  people  than  polluted  air. 
Americans  can  do  more  to  improve  their 
life  and  health  expectancy  by  stopping 
smoking  than  they  can  by  spending  long 
hours  in  doctors  waiting  rooms.  Or  by 
agitating  for  taking  that  last  gram  of  ni- 
trogen oxides  out  of  automobile  exhaust. 

Says  Rick  Carlson:  "We  have  to  edu- 
cate the  public  that  medical  care  is  less 
effective  than  they  think  it  is,  so  they 
stop  using  it  so  much.  As  consumers,  we 
must  align  our  expectations  to  the  capac- 
ity of  the  system  to  produce.  " 

There  was  a  time  when  simple  eco- 
nomics kept  most  people  from  running 
unnecessarily  to  the  doctor.  They 
couldn't  afford  the  $3  or  the  $.5 — that  was 
holistic  medicine  of  a  sort.  But  econom- 
ics has  been  almost  suspended  in  medi- 
cal care,  thanks  to  insurance  and  Medi- 
care and  Medicaid.  The  simple  fact  is 
that  most  patients  don't  pay  the  doctors' 
fees.  Even  when  they  do,  Uncle  Sam 
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steps  in  by  making  substantial  medical 
bills  deductible  from  taxable  income.  A 
worker's  fringe-benefit  insurance  plan 
amounts  to  untaxed  income,  another  tax- 
payer subsidy.  The  employer  doesn't  ful- 
ly pay  for  the  company  insurance  plan; 
he  deducts  the  premiums  as  an  operating 
expense. 

The  doctor's  fee  bears  little  relation  to 
his  cost  of  doing  business.  Most  public 
and  some  private  health  insurance  plans 
simply  reimburse  a  physician  the  "cus- 


tomary" or  "prevailing"  charge  in  his 
area  for  a  given  procedure;  that  is,  a 
"reasonable"  fee  among  what  all  doctors 
are  in  fact  charging. 

As  for  hospitals,  the  contracts  they 
have  with  heavily  doctor-influenced  local 
Blue  Cross  plans  mean  that  hospital 
costs,  whatever  they  are,  are  simply  re- 
imbursed. Costs  go  up,  rates  go  up,  the 
policyholder — that  is,  nobody — pays  and 
therefore  everybody  pays.  People  mut- 
ter about  inflation,  but  what  they  are 
experiencing  has  nothing  to  do  with  the 
money  supply.  It  would  almost  be  better 
to  say  that  the  medical  profession  has 
discovered  how  to  use  insurance  as  a 
means  of  taxing  the  public  for  the  profes- 
sion's own  benefit — with  the  "tax"  dis- 
guised as  insurance  and  passed  on  to  the 
general  public  in  terms  of  higher  prices 
for  other  goods  and  services — autos,  for 
example,  and  electric  power  and 
magazines. 

As  a  result  of  these  weird  economics, 
fees  for  physicians'  services  defy  even 
the  most  basic  laws  of  supply  and  de- 
mand. Some  studies  have  shown  that 
when  the  supply  of  doctors  in  an  area  is 
increased,  fees  go  up  rather  than  down. 
That's  because  of  the  physician's  abso- 
lute control  over  his  marketplace.  Said 
HEW  Administrator  Robert  A.  Derzon: 
"The  critically  important  factor  is  the 
physician's  apparent  ability  to  influence 
the  demand  for  his  services  and  his  abili- 
ty to  use  this  induced  demand  to  pro- 
duce the  income  level  desired." 

By  this  Derzon  means  that  the  con- 
sumer, or  patient,  has  such  limited 
knowledge  with  which  to  judge  the  ser- 
vices he's  buying  that  he  is  totally  depen- 
dent on  his  supplier's  judgment.  Yet  the 
doctor/supplier  has  a  financial  stake  in 
the  recommendations  he  makes.  Says 
Alain  C.  Enthoven,  Marriner  S.  Eccles 
professor  of  management  at  Stanford 
Graduate  School  of  Business:  "There  is 
no  precise  way  of  defining  a  physician  s 
service  or  establishing  the  need  for  it. 
The  consumer  simply  isn't  in  a  position 
to  shop  around  and  compare  values." 


Just  how  completely  a  doctor  controls 
his  own  income  is  revealed  in  a  report  by 
the  Health  Research  Group.  Some  may 
be  inclined  to  question  HRG's  data  be- 
cause it  is  an  affiliate  of  Ralph  Nader's 
Public  Citizen,  but  its  figures  in  this  case 
are  impeccable.  Using  Social  Security 
Administration  Medicare  data  for  fiscal 
1975,  the  researchers  show  that  geo- 
graphical differences  in  surgical  fees  can- 
not be  explained  by  differences  in  cost  of 
living,  professional  expenses  (including 
malpractice  insurance  premiums)  or 
quality  of  care. 

For  example,  it  could  have  cost  Medi- 
care $1,000  for  a  gall  bladder  removal  in 
New  York  City,  $290  in  Findlay,  Ohio,  a 
245%  difference.  Yet  the  cost  of  living  in 
New  York  was  only  about  37%  higher.  A 
cataract  operation  in  Beverly  Hills  could 
have  cost  $1,000,  some  270%  more  than 
its  maximum  $375  cost  in  rural  Nebras- 
ka, despite  a  cost  of  living  only  11% 
higher  in  Beverly  Hills.  (Private  patient 
fees  do  not  differ  substantially  from 
Medicare  charges.) 

The  obvious  difference  between  rural 
Nebraska  and  Beverly  Hills  is  not  so 
much  the  cost  of  living  as  it  is  standards 
of  affluence.  Beverly  Hills  physicians,  it 


Conceding  An  Issue:  The  AMA's  John 
Budd  admits  that  so  far  doctors  have 
paid  little  attention  to  medical  costs. 
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".  .  .  Some  studies  show  that  when  the  supply  of  doctors  in  an 
area  increases,  fees  go  up  rather  than  down.  That's  because 
of  the  physician's  absolute  control  of  his  marketplace  .  . ." 
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Blood  Money 

In  the  past  ten  years  the  num- 
ber of  lawsuits  filed  by  patients 
against  their  doctors  has  risen 
sharply — quadrupled,  by  some 
estimates.  The  total  cost  of  set- 
tling the  suits  (including  at- 
torneys' fees)  has  increased 
more 'than  tenfold.  As  a  result, 
the  Insurance  Services  Office 
(whose  data  include  more  than 
half  the  underwriters  of  mal- 
practice insurance  in  the  U.S.) 
reports  that  the  cost  of  set- 
tling the  average  claim  has  ris- 
en from  $7,472  in  1%6  to 
$19,594  in  1975  (chart  at  left). 
Inevitably,  the  cost  of  malprac- 
tice insurance  has  soared.  The 
chart  at  right  tracks  the  mal- 
practice liability  premium  paid 
by  an  obstetrician-gynecologist 
in  Cleveland.  In  1966  the  pre- 
mium was  $258  per  year.  At 
present  it  is  $4,831. 
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seems,  set  fees  not  so  much  to  make  up 
for  the  higher  cost  of  living  as  to  guaran- 
tee them  a  relatively  high  standard  of 
affluence.  Living  may  not  cost  much 
more  in  Beverly  Hills,  but  affluence 
certainly  does. 

ft  does  not  necessarily  follow,  howev- 
er, that  the  Beverly  Hills  patient  gets 
better  care  than  the  Nebraskan.  Says  the 
HRG  report:  "The  prevailing  charge  for 
all  surgeons  in  [a  given  area,  whether 
they  are  good,  bad  or  mediocre]  is  exact- 
ly the  same."  (The  report  suggests  the 
government  could  save  money  by  paying 
a  patient  s  cab  fare  from  Manhattan, 
where  a  prostate  operation  cost  $f,220, 
to  Queens,  where  it  cost  only  $775.) 

ft  is  ironic  that  doctors — who  tend  to 
be  political  conservatives  and  believers 
in  the  sanctity  of  individual  rights — are 
stacking  the  deck  for  yet  another  exten- 
sion of  bureaucratic  controls  in  American 
life.  The  FTC's  Michael  Pertschuk  is 
simply  stating  a  fact  when  he  says:  "The 
economic  tradition  of  this  country  is  that 
where  competition  does  not  protect  con- 
sumers, then  you  have  a  monopoly  situa- 
tion— as  with  utilities — and  then  the 
standard  method  of  controlling  costs  is 
price  regulation.  To  the  extent  that  com- 
petition cannot  be  made  to  work,  then 
the  only  answer  is  price  regulation." 

The  most  convincing  evidence  that  the 
new  criticism  of  doctors  is  a  threat  is  that 
doctors  themselves  are  beginning  to  take 
it  seriously.  The  AMA  last  year  formed  a 
Commission  on  the  Cost  of  Medical 
Care.  New  AMA  President  Budd  con- 
cedes that  doctors  have  been  laggards 
about  cost  control,  tn  a  consciousness- 
raising  gesture,  the  AMA  convention 
delegates  suggested  that  doctors  should 
start  receiving  copies  of  their  patients' 
hospital  bills. 

And  the  delegates  actually  went  on 
record  as  disapproving  one  of  the  long- 


accepted  self-enrichment  medical  prac- 
tices by  which  hospital  chiefs  of  radiolo- 
gy, pathology  and  anesthesiology  get  a 
percentage  of  the  take  on  all  work  per- 
formed in  their  department  even  when 
they  do  none  of  it  themselves. 

But  by  failing  to  set  its  own  house  in 
order,  and  by  permitting  medical  costs 
to  rise  to  the  point  where  they  are  a 
threat  to  the  solvency  of  large  numbers 
of  families,  the  medical  profession  is  in- 
viting the  bureaucracy  to  step  in.  fs 
there  any  way  to  prevent  that  from  hap- 
pening to  medical  care,  that  very  inti- 
mate thing?  One  health  industry  execu- 
tive, who  is  pessimistic,  says  sadly:  "f 
think  any  establishment  has  to  get  its 
nose  bloodied.  The  crisis  has  to  be  not 
only  probable  and  near  but  has  actually 


question  as  to  just  what  f  can  do  to  get 
tougher. " 

Aetna,  the  largest  private  insurer,  has 
its  bruises.  In  f972  the  company  sent 
letters  to  its  policyholders  drawing  atten- 
tion to  a  provision  in  their  union  con- 
tracts: If  Aetna  refused  to  pay  all  of  a 
doctor's  charge  because  it  was  excessive, 
and  the  doctor  sued  the  patient  to  recov  - 
er the  money,  Aetna  would  pay  the  pa- 
tient's legal  expenses.  At  that  year's 
AMA  convention  there  were  threats  to 
boycott  Aetna  and  a  resolution  was 
passed  admonishing  insurers  not  to  tell 
doctors  what  fees  to  charge.  Aetna  still 
stands  behind  the  contract  provision — 
but  admits  that  doctors  haven't  stopped 
charging  excessive  fees. 

This  don  t-tread-on-me  stance  by  the 


.  .  The  medical  profession's  don't-tread-on-me  stance  is 
almost  certain  to  bring  on  controls  and  red  tape.  It  is  unlikely 
to  bring  better  medical  care  to  the  American  people  .  .  ." 


the  intermediaries — the 
pay 


to  have  begun.' 

fn  one  view, 
health  insurance  companies  who 
two-thirds  of  doctors'  fees — are  in  the 
best  position  to  force  doctors  to  do  some- 
thing about  checking  the  rise  in  medical 
costs.  HE  W's  Derzon  calls  the  insurance 
companies  "the  sleeping  middleman" 
because  generally  they  only  certify  what- 
ever fees  doctors  set  for  themselves 
without  getting  tough  about  excesses. 
But  companies  see  it  differently.  Says 
one  insurance  executive:  "We  need  doc- 
tors' cooperation  before  we  can  open  our 
doors  in  the  morning.  They've  got  to  fill 
out  our  forms."  Says  Aetna  Vice  Presi- 
dent Daniel  Pettengill:  "The  physician  is 
under  no  obligation  to  do  anything  for 
Aetna  or  anv  other  insurer.  It's  a  nice 


medical  profession  cannot  bring  better 
medical  care  to  the  American  people. 
Indeed,  the  status  quo  is  almost  certain 
to  bring  on  controls  and  regulation  and 
red  tape.  Many  Americans  believe  the 
medical  profession  is  using  its  position 
of  trust  to  make  exorbitant  profits,  and, 
in  modern  life,  people  turn  to  the 
government  almost  automatically  when 
they  feel  abused  by  special-interest 
groups  (often  forgetting  that  govern- 
ment is  the  biggest  special-interest 
group  of  all). 

Doctors  are  a  last  bastion  of  rugged 
individualism.  But  this  is  the  age  of  pub- 
lic responsibility,  and  even  rugged  indi- 
vidualists must  face  the  fact  that  they  are 
answerable  to  more  than  their  own 
consciences.  ■ 
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Products  for  the  transportation  market  helped 
Stauffer  break  through  the  billion  dollar  mark 
in  1976.  Overall  company  sales  reached  a  rec- 
ord $1.1  billion.  Earnings  hit  an  all-time  high  of 
$113  million.  Earnings-per-share  climbed  to 
$5.20.  Dividends  increased  20%  in  1976  and 
25%  this  year  to  reach  $1 .80  per  share  annually. 

1976  was  our  fifth  consecutive  year  of  sales 
and  earnings  growth.  Part  of  the  reason  is 
leadership  in  serving  the  transportation  mar- 
ket. But  to  get  the  complete  picture  of  how 
Stauffer  is  moving  ahead  you  need  to  look  at 


all  the  markets  we  serve.  Agriculture;  food  sys- 
tems; building,  construction  and  furnishings; 
petroleum  and  refining;  laundry  and  dryclean- 
ing;  water  treatment;  packaging  and  con- 
tainers; textiles;  consumer  goods  and  others. 

To  get  the  full  story  on  how  Stauffer  is  help- 
ing these  markets  grow— and  how  we're  grow- 
ing with  them,  write  for  our 
Annual  Report  and  Markets 
Report.  Stauffer  Chemical 
Company,  Dept.  B,  Westport,  CT 
06880. 


Beckman  Instruments  had  an  idea 
that  called  for  developing  a  new 
order  service  system  within  90  days... 


When  a  typical  customer  order  consists 
of  hundreds,  or  even  thousands  of 
precision  components,  an  automated 
order  service  system  becomes  a  key 
element  in  customer  satisfaction  and 
future  growth. 

Some  would  have 
called  them  dreamers 

According  to  Robert  B.  Thompson, 
Manager,  Management  Information 
Systems  for  the  Helipot  Division  of 
Beckman  Instruments,  Inc.,  as  the 
Helipot  distributor  market  mushroomed, 
incoming  orders  outpaced  their  manual 
order  service. 

So,  when  Beckman's  ability  to 
respond  to  customer  needs  started  to 
drop  below  their  standard  of  a  95  % 
service  level,  their  idea  was  to  start  from 


scratch  and  design  and  implement  a 
customized  order  service  system.  They 
gave  themselves  90  days  to  engineer  a 
new  system  that  would  not  only 
eliminate  current  order  service  problems, 
but  adapt  to  Beckman's  high  growth  rate 
projections  over  the  next  five  years. 

GE  system  heats  schedule 
by  22  days 

Because  of  its  worldwide  data  processing 
network  and  customized  programming 
capability,  General  Electric  computing 
services  was  called  upon  by  Beckman  to 
assist  in  providing  a  solid  solution  to 
their  order  service  problem. 

That  "solid  solution",  a 
customized  order  service  system  linking 
Beckman's  Puerto  Rico  operations  and 
its  Fullerton,  California  headquarters, 


was  up  and  running  on  the  GE  MA! 
Ill 8  computing  network  in  just  68 « 

OMNI,  General  Electrics oi 
service  software  generator  was  the  k 
Developed  by  GE  to  drastically  redt 
the  normal  development  and 
implementation  times  associated  wit 
order  service  systems,  OMNI  also 
provides  the  means  to  easily  customi 
each  system  to  satisfy  precise  input, 
processing  and  output  report 
requirements. 

Working  closely  with 
Beckman's  management  information 
systems  people,  GE  application 
specialists,  using  the  OMNI  softwan 
developed  a  pilot  system  which  satis! 
approximately  80%  of  Beckman's  tc 
requirements  in  only  three  weeks!  T 


General  Electric  computing  services 
helped  bring  that  idea  to  reality 

in  just  68  days. 


lining  20%  represented  customizing 
res  developed  by  GE  to  complete 
man's  tailor  made  system. 

3 tally  compatible  with 
in-house  system 

new  system  has  eliminated  customer 
ce  snags  and  enabled  Beckman  to 
around  orders  quickly  and 
endy. 

And,  the  system  is  totally 
patible  with  Beckman's  in-house 
processing  department.  MARK  III 
ice's  interprocessing  capability 
matically  consolidates  information 
stores  it  ready  for  transmission  to  the 
nt  company  in  Fullerton. 

After  evaluating  several 
natives,  Beckman's  MIS  staff 
rmined  that  a  worldwide  computer 


service  was  a  sound  approach  for  this 
application.  That's  when  they  selected 
General  Electric. 

Computing  services... 
think  of  the  possibilities 

To  see  how  other  managers  have 
harnessed  the  power  of  MARK  III 
Service  to  their  ideas,  drop  us  a  note  on 
your  company  letterhead.  We'll  add  your 
name  to  our  award- winning  executive 
magazine  "LEADER",  and  forward  you 
a  current  issue.  Write  to:  Roger  Hobbs, 


GENERAL 


General  Manager,  Sales  Department, 
General  Electric  Information  Services 
Division,  401  N.  Washington  Street, 
Rockville,  Maryland  20850. 

And,  the  next  time  you  have  an 
idea  that  you'd  like  to  bring  into  sharper 
focus,  give  our  local  GE  Information 
Services  Branch  Manager  a  call.  He  can 
marshal  all  the  people,  programs,  net- 
work, and  computer  power 
you  need  to  help  you 
make  things  happen.  29M, 


ELECTRIC 


The  same  company  that  protects  the  U.S.  TVeasur> 
is  watching  over  Barclays  Bank  in  London, 
Societe  Generate  in  Paris,  and  the  Canadian  Mint. 


Our  name  is  ADT. 

In  the  past  hundred  years,  we've  grown  from  a  small  messenger  servkfj 
in  Baltimore  to  an  international  security  company  that  stretches  halfway 
around  the  world. 

Which  is  why  you'll  find  us  where  the  money  is.  Throughout  the  U.S., 
Canada,  Great  Britain,  and  Europe.  You'll  also  find  our  custom-tailored  sys- 
tems protecting  ait  treasures 
at  five  of  Holland's  major 
museums.  At  the  industrial 
operations  of  some  of  the  largest 
U.S.  firms  in  Europe.  At  great 
department  stores.  And  at 
I  thousands  of  local  businesses, 
S  small  and  large. 
*mM       ln  short,  we  have  the  inter-! 
feiflill^  national  capabilities  to  handle 
just  about  any  kind  of  security 
assignment. 

For  example,  we've  got  fire 
detection  systems  that  respond 
with  the  speed  of  light  to  infra- 
red energy.  Burglar  alarms 
|  that  transmit  a  silent  signal 
when  an  intruder  comes  any- 
5  -  w  here  near  the  protected  area. 
Plus  monitoring  and  closed 
circuit  TV  systems  that  keep  tabs  on  everything  from  oil  flow  at  refineries  to 
traffic  flow  through  seven  miles  of  tunnels  and  approaches. 

If  you've  got  something  to  protect  somewhere  overseas,  call  us.  Our 
offices  in  Europe  are  listed  under  EPS.  In  Canada,  under  ADT. 

Our  main  office  is  ADT,  1  World  Trade  Center,  New  York,  N.Y  10048. 
Our  business  is  peace  of  mind.  It's  our  only  business,  so  when  you  get  in 
touch  you'll  get  our  full  attention. 
You  can  bank  on  that. 


ADT 

The  Security  Company 


Sing  No  Sad  Songs 
For  Heileman 


Tightfisted  management  and  smart  marketing  make 
Heileman  one  regional  brewer  that  isn't  going  flat. 


Russell  Cleary  runs  G.  Heileman 
Brewing  Co.  from  the  dining  room  of 
the  old  Heileman  mansion  in  La 
Crosse,  Wis.  Outside  is  a  Mississippi 
River  headwaters  town  of  50,000  peo- 
ple and  nearly  150  bars,  ready  outlets 
for  the  local  suds.  "We've  been  here 
for  125  years,"  says  Cleary  coolly. 
"Were  400  miles  north  of  St.  Louis 
and  200  miles  west  of  Milwaukee.  We 
outsell  the  majors  in  their  own  back- 
yards, so  why  should  we  worry?" 

Any  analyst,  any  market  observer,  al- 
most any  beer  drinker  knows  why  Cleary 
should  worry.  Haven't  the  big  beer  mar- 
keters been  murdering  the  local  brew- 
ers? National  brands  sold  by  Anheuser- 
Busch,  Philip  Morris  Miller  subsidiary, 
Schlitz  and  Pabst  already  have  60%  of 
the  market  and  their  share  is  growing. 
Smaller  contenders  like  Carling,  Falstaff 
and  Schaefer  watch  sales  and  profits 
dwindle.  And  now  the  pressure  builds, 
as  industry  leader  Busch  aims  to  recover 
from  a  1976  strike  and  Miller  challenges 
Schlitz  for  the  number  two  spot. 

You  would  hardly  know  it  from  looking 
at  Heileman's  figures.  Heileman  should 
approach  $300  million  in  revenues  this 
year,  nearly  all  from  beer,  making  it  the 
sixth-largest  U.S.  brewer.  Since  1972  its 
beer  sales  have  grown  18%  annually, 
faster  than  those  of  any  competitor  ex- 
cept Miller.  What's  more,  Heileman's 
return  on  equity  exceeds  20%;  most  oth- 
er brewers  do  barely  half  as  well. 

Such  success  comes  despite  the  fact 
that  Heileman's  marketers  must  wrestle 
with  close  to  20  different  labels  from  its 
five  breweries.  It  peddles  Blatz  in  Ohio, 
Schmidt  in  Minnesota,  Rainier  in  Wash- 
ington, and  its  top-selling  Old  Style  is 
largely  unknown  outside  the  company's 
15-state  midwestern  marketing  area. 

How  does  Cleary,  a  43-year-old  law- 
yer, manage  to  buck  the  industry  trend? 
First,  Heileman  has  1,150  wholesalers, 
the  U.S.'  largest  network.  Instead  of  sell- 
ing one  or  two  brands  in  a  market,  it 
offers  a  full  line  ranging  from  malt  liquor 
to  near  beer.  Such  diversity  protects  it 
from  selective  price-cutting  by  the  ma- 
jors, long  the  bane  of  regional  brewers. 


Another  thing  sets  Heileman  apart 
from  the  big  guys:  Since  1967  Cleary  has 
been  able  to  double  capacity  and  broad- 
en his  product  line  with  five  major  acqui- 
sitions— which  antitrust  problems  pre- 
vent the  giants  from  making.  Last  year 
Cleary  bought  Seattle-based  Rainier,  the 
top  seller  in  its  home  state,  for  $8  mil- 
lion. This  is  the  cheap  way  to  expand: 
Brand-new  capacity  costs  $40  a  barrel  to 
build;  Heileman  bought  Rainier  for 
$4.25  a  barrel — in  effect,  getting  its 
name  and  distribution  free.  With  $15 
million  cash  on  hand,  Cleary  may  soon 
aim  for  the  East  Coast  and  Genesee,  a 
well-run  brewer  in  upstate  New  York. 

Selling  a  variety  of  labels  keeps  dis- 
tributors happy,  but  it  presents  Heile- 
man with  other  marketing  problems. 
Busch,  for  example,  gets  the  benefit  of 
lower-unit-cost  national  advertising  rates 
in  spending  $77  million  this  year  to  tout 
just  three  major  labels — Budweiser,  Mi- 
chelob  and  Natural  Light.  Heileman, 
with  only  $11  million,  must  use  costly 
single-city  broadcast  time. 

To  compensate,  Cleary  runs  tough- 
talking  commercials,  often  with  contro- 
versial brand-name  comparisons.  Hid- 
den-camera taste  tests  show  bar  patrons 
choosing  Heileman  products  over  com- 
peting beers.  Or  Heileman  exploits  its 
regionality  to  build  product  mystique 
like  that  of  successful  regional  brewer 
Coors.  What  works  for  Coors  sometimes 
works  for  Heileman  too:  Its  Old  Style  is 
now  the  top  beer  in  metropolitan  Chica- 
go, one  of  the  few  major  cities  where  the 
label  has  wide  distribution. 

Another  key  to  Heileman  s  profitabil- 
ity is  its  penny-pinching.  Heileman's 
plants  don't  glisten  with  tile  and  stainless 
steel.  "Beer  tanks  have  a  50-year  life," 
explains  Cleary.  "There  are  lots  of  five- 
year-old  used  ones  around  that  we  can 
buy  for  10  cents  on  the  dollar.  Heile- 
man's breweries  are  on  the  books  for  an 
industry  low  of  $5  a  barrel — and  at  very 
little  penalty  in  operating  cost,  since 
beer-making  technology  has  changed  lit- 
tle over  the  years.  Last  year  Heileman  s 
5%  net  margins  matched  those  of  Pabst 
and  Schlitz. 


Right  Size?  Heileman's  Russell  Cleary 
fights  off  the  big  brewers  with  multiple 
brands  and  sharp  acquisitions. 


What  has  changed  recently  is  the  at- 
tention that  Heileman  has  been  getting 
from  investors:  Its  stock  has  risen  25% 
this  year  while  other  brewing  shares 
have  stayed  flat.  Heileman's  current 
sales  gains  may  have  been  only  half  the 
40%  increases  posted  by  Miller,  but  they 
contrast  handsomely  with  recent  de- 
clines at  Coors,  Pabst  and  Schlitz.  Each 
of  these  companies  has  special  problems: 
Coors  is  feeling  the  pinch  of  a  union-led 
boycott,  Pabst  was  shocked  by  the  sud- 
den death  of  its  chairman  in  May,  and 
Schlitz  faces  a  federal  investigation  of  its 
selling  practices  and  a  squabble  for  cor- 
porate control  within  the  Uihlein  family, 
which  owns  75%  of  its  stock. 

That's  why  Russell  Cleary  likes  Heile- 
man's prospects  better  than  those  of 
some  larger  competitors.  "Our  secret," 
he  says,  "is  that  we  haven't  patterned 
ourselves  after  other  brewers."  For  ; 
smallish  brewer  today,  that's  the  only 
road  to  salvation — or  even  survival.  ■ 
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The  Money  Men 


The  Last  (British)  Tycoon? 

How  young  Gerald  Ronson,  against  impossible  odds, 
became  very,  very  rich  by  working  very,  very  hard. 

In  THF  PAST  9.0  vp;irs    38-vo:ir-old  f.pr.       nnUl    8    :it    nifrlif     "I  \>rnrl 


In  the  past  20  years,  38-year-old  Ger- 
ald M.  Ronson  has  amassed  a  personal 
fortune  conservatively  estimated  at  $100 
million.  Now  that's  pretty  good,  no  mat- 
ter how  you  slice  it.  But  what's  impres- 
sive about  Ronson  is  that  he  made  his 
money  in  Great  Britain,  a  nation  plagued 
in  recent  years  by  persistent  economic 
decline,  chronic  labor  strife,  high  infla- 
tion and  a  demoralizing  personal  income 
tax  that  starts  at  35%  and  rises  to  83% 
after  just  $35,000. 

Ask  Ronson  how  he  did  it  and  he  gets 
as  bashful  as  a  brass  band:  "I  work  6V2 
days  a  week,  15  hours  a  day!  he  says, 
more  or  less  in  the  manner  of  a  Marine 
Corps  drill  instructor.  "I  won  t  leave  this 
office  until  half  past  11  tonight!  I  do  it 
because  I  enjoy  it!" 

Thanks  (at  least  in  part)  to  the  old 
Calvinist  work  ethic,  Ronson  is  chief  ex- 
ecutive of  $400-million-sales  Heron 
Group,  a  curiously  sensible  combine  that 
spans  gasoline  stations,  automobile  and 
motorcycle  distributorships,  homebuild- 
ing,  boat-building,  wrisrwatches  and 
commercial  real  estate.  More  to  the 
point,  Heron  is  the  second-largest  pri- 
vately held  company  in  Great  Britain 
(after  long-established  retailer  Little- 
wood).  It  is  wholly  owned  by  Ronson 
family  charitable  trusts. 

"I'm  no  rags-to-riches "story,"  Ronson 
insists,  resting  his  well-fed  frame  in  a 
leather  armchair.  True  enough,  but  he  s 
a  clear  case  of  modest-affluence-to- 
riches,  which  is  rare  enough  in  the  U.K. 
When  Gerald  was  a  lad,  father  Henry 
(hence  Heron — Henry  Ronson)  ran  a 
small,  profitable  furniture  factory  where 
400  people  crafted  350  inexpensive  din- 
ing room  sets  a  week.  The  family  firm's 
sales:  about  81  million. 

To  the  juvenile  Gerald,  that  factory 
was  Camelot:  "I  remember  even  when  I 
was  12  years  of  age  I  used  to  go  down  to 
my  father's  factory  on  a  Saturday  morn- 
ing, and  I  couldn't  wait  to  get  out  of 
school  and  get  into  business,"  he  says.  A 
few  years  later,  at  15,  he  did  just  that.  "It 
struck  me  that  business  was  what  life  is 
really  all  about,"  he  recalls.  "I  left  school 
because  I  found  it  boring.  I  don  t  have 
any  regrets  about  it  either." 

Dad  set  a  fast  pace  in  those  days,  and 
Gerald  found  himself  getting  to  work  at 
7:30  in  the  morning  and  not  going  home 


until  8  at  night.  "I  worked  my  way 
through  every  department,"  he  says, 
"the  mill,  fitting,  polishing,  cabinet- 
making.  By  the  time  I  was  18  I  was  works 
manager — because  I  was  capable  of  it." 

Then,  around  1957,  the  400  furniture 
makers  started  talking  about  joining  a 
labor  union.  As  it  happens,  the  older 
Ronson  had  been  dabbling  quite  success- 
fully in  real  estate  on  the  side,  so  the 
Ronsons  sold  off  the  factory  for  $350,000 
and  went  into  real  estate  full  time.  Says 
Ronson:  "My  father  decided  it  was  a  lot 
easier  way  to  make  money — with  far  few- 
er aggravations." 

Father  was  right.  Starting  with  a  staff 
of  five  people,  the  Ronsons  began  build- 
ing some  150  medium-priced  homes  a 
year.  "At  that  particular  period  you 
couldn't  really  go  wrong,"  says  Ronson. 
"Not  even  if  you  had  no  prior  experience 
at  all,  like  us."  As  a  full-fledged  real 
estate  boom  got  under  way,  the  family 
traded  up  increasingly  into  office  build- 
ings, shopping  centers  and  other  larger 
scale  commercial  developments. 

The  Ronsons  certainly  weren't  the 
only  Englishmen  doing  that,  and  it  could 
all  have  come  to  a  rather  abrupt  end  in 
the  overbuilt  market  of  the  early  Sixties. 
What  saved  them  was  Britain's  socialist 
government  of  1964,  which  made  it  so 
difficult  to  get  a  building  permit  that 
existing  developments  again  command- 
ed a  premium,  even  though  they  were  in 
temporary  oversupply.  "That  really 
saved  the  bacon  for  all  the  developers," 
says  Ronson.  "But  it  was  quite  obvious 
the  easy  pickings  in  the  property  busi- 
ness were  over.  Besides,  with  interest 
rates  starting  to  rise,  it  was  important  to 
diversify. " 

It  was  then  that  Gerald  Ronson  s  en- 
trepreneurial muse  tapped  him  on  the 
billfold.  His  first  thought  was  his  hobby : 
cars  (today  Ronson  is  strictly  Rolls- 
Royce,  but  in  those  days  he  was  tooling 
about  town  in  a  sleek,  hydrant-high, 
champagne-colored  Espada  Lambor- 
ghini). If  y  ou  like  cars  (and  sometimes 
even  if  you  don't),  you  wind  up  spending 
a  fair  amount  of  time  in  service  stations. 

In  1966  the  Heron  Group  started 
building  its  own  service  stations. 

Take  on  the  major  oil  companies  in  a 
highly  competitive  business  like  that? 
It's  not  as  crazy  as  it  sounds.  To  begin 


Gerald  Ronson:  Work,  brains  and  a 
chink  in  Britain's  capital  gains  tax  law 
let  him  make  a  great  fortune  before  40. 


with,  there  aren  t  very  many  gas  (or  as 
they  say ,  "petrol  )  stations  in  Britain.  It's 
very  hard  to  get  a  permit  to  build  one. 
"There  are  not  12  virgin  site  planning 
consents  for  petrol  stations  in  the  south 
of  England  a  year,"  says  Ronson.  "Even 
on  an  existing  site  you  want  to  knock 
down  and  rebuild,  getting  a  planning 
consent  can  take  a  year  to  18  months." 
Ronson  s  nine  y  ears  in  commercial  real 
estate  gave  him  intensive  experience  in 
wangling  just  the  ty  pe  of  planning  con- 
sents needed,  not  to  mention  valuable 
contacts  and  expertise  in  site  selection. 

His  real  estate  experience  helped  him 
even  more  on  the  financial  side.  He 
launched  his  gas  station  venture  entirely 
on  borrowed  money — with  a  $2-million 
sale-and-leaseback  commitment  from 
two  major  pension  funds  accustomed  to 
commercial  real  estate  ventures.  That 
enabled  Ronson  to  think  in  terms  of  stan- 
dardized design  from  the  outset.  As  he 
puts  it,  "What  McDonald  s  do  in  ham- 
burgers, we  do  in  service  stations:  We 
knock  it  flat  and  put  our  image  on  the 
site,  and  we  don't  cheat  on  construc- 
tion." A  born  salesman,  he  also  pioneer- 
ed in  marketing,  launching  what  he 
claims  were  the  world's  first  self-service 
gas  stations  back  in  late  1966. 

When  Royal  Dutch/Shell  offered  to 
buy  him  out  in  1968,  Ronson  worked  out 
a  deal  more  closely  resembling  a  joint 
venture:  He  sold  the  stations  at  a  profit, 
agreeing  to  continue  to  operate  them  for 
seven  years,  at  the  same  time  negotiat- 
ing a  very  low-interest,  20-year  develop- 
ment loan — which  he  then  invested  in 
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rO  OPEN  A  NEW  ERA  IN  TELECOMMUNICATIONS, 

NE  DEVELOPED  A  NEW  TECHNOLOGY. 

["HE  RESULT  IS  TAKING  THE  WORLD  BY  STORM. 


OUR  SL-1  P16ITAL 
TfcLECOMMUN  ICATIONS 
SYSTEM  CAJslSO^/ICj 

The  application  of  advanced  computer 
chnology  to  communications  is  making        V       OUT  OF  ONE 
2ws  all  over  the  world.  And  the  system  that's  \  COMRGCT 
aking  the  headlines  is  SL*-1,  the  first  fully         \^  OMIT, 
gital  business  communications  system.  A 
'stem  conceived,  designed  and  developed  by 
orthern  Telecom  and  our  subsidiary.  Bell- Northern  Research. 

In  less  than  two  years,  SLT  has  become  one  of  the  industry's  great  success 
ones.  To  date,  over  240  SLT  systems  have  been  sold  in  North  America.  And 
ternational  demand  continues  to  grow.  We  have  sold  the  system  in  Taiwan, 
aq,  Ireland,  Saudi  Arabia  and  Singapore.  Licenses  to  manufacture  SLT  have  now 
len  granted  in  Sweden,  England  and  France.  Negotiations  are  under  way  with 
:her  potential  licensees  around  the  globe. 

International  leadership  achieved  by  such  products  as  SLT  has  earned 
orthern  Telecom  an  enviable  reputation  for  product  superiority  and 
;chnological  innovation. 

The  Northern  Telecom  SPT  family  of  electronic  stored-program-controlled 
vitching  systems  has  outsold  all  competitive  systems  in  North  America,  outside 
le  U.S.  Bell  System.  Our  Contempra*  telephone  has  set  new  standards  for 
esign  and  efficiency  in  40  countries.  The  Northern  Telecom  CALRS*  is  the 
orld's  first  fully  automated  telephone  repair  service  bureau.  Our  LD-4 
rovides  Canada  with  the  world's  longest  commercial  high-capacity 
igital  cable  transmission  system. 

With  sales  in  excess  of  $1.1  billion,  Northern  Telecom  is  the 
2Cond  largest  manufacturer  of  telecommunications  equipment     /  f  ^  _T    i7*L- tr^. _ 
i  North  America  and  fifth  in  the  world.  We  operate  42  plants      [  CEKTAJNLX  KNOW 
nd  employ  more  than  25,000  people  worldwide.  I      /i  ^£2axai 

In  May,  1976,  we  became  the  first  telecom-  \  ^TMlMK^MAU: 

lunications  company  in  the  world  to  announce  a 
ill  line  of  digital  equipment.  By  1980, 
orthern  Telecom  digital  systems  will  cover J 
jery  major  telephone  administration 
•quirement  in  switching,  transmission  and 
jsiness  communications.  The  first  of  our 
'MS*  family  of  digital  switching  systems 
already  in  service. 

We've  made  the  digital  world  of  tele- 
Dmmunications  a  reality.  The  proof  of 
le  pudding  is  a  system  called  SLT. 

'rademark  uf  Northern  Telecom  Limited 


northern 
telecom 


DR1HERN  TELECOM  LIMITED.  MONTREAL,  CANADA 


rODAY'S  LEADERS  IN  TOMORROW'S  TECHNOLOGIES 

lanufactuhng  plants  and  sales  offices  throughout  Canada  and  the  United  States,  also  in  England.  Republic  of  Ireland.  France.  Switzerland, 
/est  Germany,  Turkey,  Brazil,  Hong  Kong,  Singapore  and  Malaysia. 


"New  York  and  I 
just  can  t  say  goodnight'/ 

I  come  here  ten, 
twelve  rimes  a  year,  and 
I  still  can'r  get  enough. 
What  a  city!  There's 
always  something  new  to 
see.  New  York  and  I  just  can  t  say 
goodnight. 

The  Biltmore  helps. Its  in  the  middle 
of  everything.  So  when  I  finally  have 
to  say  goodnight,  I  don't  have  to  say 
goodbye.The  lobby  Under  The  Clock, 
even  my  room  feels  like  New  York. 

And  next  morning,  get  this:  four  dif- 
ferent places  to  have  breakfast  right 
here  in  the  hotel! 

Then,  when  it's  time  to  go,  and 
I'm  late  for  my  plane  (again),  I  don't 
have  to  check  out.  I  just  leave  my 
key,  and  they  bill  me  later.  I  like  that. 

Once  I  came  to  New  York  and 
stayed  in  one  of  those  Anywhere 
hotels.  Once.  That 
was  enough. 


The  Siltmofc 

43rd  ond  Madison 
(800)  221-2690.  In  New  York  Store,  coll 
(600)  522-6449.  In  the  dry  661-1717. 

Call  your  corporate  travel  office  or  travel  agent. 


The  Money  Men 


more  gas  stations.  "Within  18  months  we 
came  back  and  sold  them  twice  as  many 
stations  as  we  had  before." 

Today  Heron  operates  over  2(H)  major 
service  stations  that  generate  close  to 
$200  million  worth  of  business  (about  six 
or  seven  times  the  average  throughput  in 
British  stations).  Some  1.50  of  those  gas 
stations  are  owned  by  the  oil  majors,  and 
the  other  50  or  so  are  about  to  be  (al- 
though some,  like  140  predecessors,  will 
not  be  Heron-run) — which  means  that 
the  Heron  Group  has  guaranteed  cash 
flow  of  $32  million  over  the  next  two  or 
three  years  from  that  source  alone. 

Happily  for  Heron,  the  oil  majors  gen- 
erally don't  bother  developing  such  out- 
lets themselves.  Says  Ronson  tactfully, 
"They  are  wholesalers,  not  retailers." 

All  of  which  has  its  advantages.  When 
you're  that  friendly  with  the  likes  of 
Shell,  British  Petroleum,  Mobil  and  Tex- 
aco, the  banks  don't  give  you  too  much 
grief  on  your  real  estate  loans — no  mat- 
ter how  bad  the  market  gets.  "In  the 
darkest  hours  of  the  property  collapse 
two  or  three  years  ago,  Heron  s  interest 
coverage  at  the  banks  was  always  be- 
tween IV2  and  two  times,  says  Ronson. 
"It  gave  confidence  to  the  banks." 

If  Gerald  Ronson  ever  stops  running, 
his  game  will  be  over.  Accumulating  cap- 
ital in  Britain,  even  more  so  than  in  the 
U.S.,  requires  that  you  always  stay  a  step 
ahead  of  a  rapacious  tax  collector.  Ron- 
son  achieves  this  by  borrowing  every 
dollar  he  can  get  against  his  real  estate 
and  using  some  of  the  proceeds  to  buy 
other  companies — whose  earnings  he 
shelters  by  expanding,  and  so  on.  (Brit- 
ain s  tax  laws  are  in  some  ways  more 
sensible  than  ours;  they  permit  very  rap- 
id amortization  of  new  investment.)  He 
also  sometimes  arranges  payment  for  gas 
stations  to  be  spread  over  a  long  period 
in  order  to  postpone  reporting  taxable 
profits.  That  s  where  it  helps  to  be  pri- 
vately owned  and  not  to  have  to  worry 
about  reported  profits. 

One  day  an  old  friend,  Peter  Rey- 
nolds, stopped  by  to  tell  Ronson  that 
Reynolds  Rolls-Royce  distributorship, 
H.R.  Owen,  had  been  taken  over,  but 
that  -Rolls-Royce  had  killed  the  deal. 
With  Rolls-Royce  approval,  Ronson 
bought  Owen  on  the  spot.  Since  then, 
partly  through  acquisition,  he  has  ex- 
panded the  distributorship  from  sales  of 
S12  million  to  sales  of  $185  million  and 
bought  a  27%  interest  in  Henley's,  the 
largest  auto  distribution  chain  in  Britain. 

If  it  moves,  Ronson  is  interested.  Two 
years  ago  he  picked  up  the  Suzuki  U.K. 
motorbike  concession,  and  has  since 
turned  a  14%  market  share  into  24% 
(second  only  to  Honda).  "A  concession  is  \ 
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much  better  in  terms  of  return  on  capital 
than  just  being  a  local  distributor,"  Ron- 
son  explains. 

"We  also  have  Baileys  Transport,  fifty 
32-ton  trucks,"  he  goes  on,  like  a  poker 
player  counting  his  chips,  "and  a  part 
interest  in  a  finance  company,  and  a 
marine  company — we  build  luxury 
yachts — a  cutlery  firm  and  Ingersoll,  the 
U.K.'s  third-largest  watch  manufacturer 
and  distributor.  Here's  a  brochure.  .  .  ." 

Some  of  these  were  spur-of-the-mo- 
ment decisions  to  buy,  but  when  Ronson 
gambles  for  larger  stakes  in  fields  he 
knows  more  about,  such  as  the  $38-mil- 
lion  city-center  redevelopment  project 
in  Cardiff,  Wales,  his  homework  is  pains- 
taking. "We've  been  highly  selective  in 
the  U.K.,"  he  says  of  his  $123-million 
domestic  realty  portfolio.  "About  95%  of 


". .  .  Ronson  lives  well, 
but  not  lavishly.  'We  build 
luxury  yachts  .  .  .  [but  not]  for 
Gerald  Ronson' . . ." 


our  rental  income  in  Britain  is  from  gov- 
ernment, utilities,  insurance  companies 
or  major  retailers."  Heron's  $100-million 
commercial  real  estate  holdings  in 
France,  Spain,  Switzerland,  Belgium 
and  Germany  appear  equally  "prime  ": 
attractively  financed,  well  located  and 
fully  rented  to  highly  solvent  tenants 
(among  them  the  Figaro  building  on  the 
Champs  Elyse'es). 

With  all  this,  Ronson  lives  well,  but 
not  lavishly.  His  salary  is  only  $60,000  a 
year,  and  taxes  take  most  of  that.  Though 
Heron  owns  a  yacht-building  subsidiary, 
Ronson  himself  is  yachtless.  ("We  don't 
build  yachts  for  Gerald  Ronson,"  he 
says.)  To  maintain  a  comfortable  but  not 
palatial  house  in  London's  prosperous 
Hampstead  neighborhood,  he  dips  from 
time  to  time  into  the  capital  of  various 
family  trusts  unrelated  to  the  Heron 
Group. 

Nor  can  Gerald  Ronson  hope  to  found 
a  family  dynasty,  a  great  fortune.  Brit- 
ain s  welfare  state,  not  the  families  of  his 
four  daughters,  will  get  almost  all  of  his 
estate  when  he  dies. 

So  why  does  Ronson  work  so  hard.'" 
Because,  he  says,  Heron  is  an  extension 
of  himself. 

What  is  sad  is  that  Britain  once 
spawned  Gerald  Ronsons  by  the  hun- 
dreds, and  they  helped  make  the  nation 
prosperous.  Only  a  few  of  them  are  left 
now — and  they  hang  on  by  the  skin  of 
their  capital  gains.  ■ 


wIm  an  investor.  And  a 
businessman.  I  depend  on 
Barron's  to  keep  me  ahead  in 
both  worlds!9 


Harold  H.  Trefethen 
V.P.-Finance,  Scripps  League 
Newspapers,  Inc. 
San  Mateo,  California. 


'As  an  investor,  I'd  say  I'm  moderately  aggressive.  Which  means  I  have  to  know  not  only 
where  a  company  is,  but  where  it's  heading.  I  find  the  wealth  of  statistical  data  in  Barron's 
of  enormous  help  in  evaluating  a  company's  prospects. 

"As  a  businessman  as  well  as  an  investor,  I  especially  value  the  spotlight 
reports  on  certain  companies  and  industries.  In  fact.  Barron's  is  usually 
far  ahead  of  other  publications  when  it  comes  to 
predicting  trends  and  future  developments. 
That's  why  I  read  it  on  a  regular  basis  — 
it  keeps  me  ahead  of  the  news,  rather  than 
merely  telling  me  about  history. 

"I  actually  hold  on  to  all  my  copies  for 
a  year  or  so.  And  I  refer  back  to  them,  too. 
No  question  about  it  —  Barron's  is  one 
of  my  most  important  business  and 
investment  tools!' 

Whether  you're  an  investor,  a  busi- 
nessman, or  both  —  no  other  publication 
gives  you  as  clear  and  penetrating  a 
picture  of  how  the  forces  at  work  today 
are  shaping  the  world  of  tomorrow.  What- 
ever market  you're  interested  in,  you 
need  Barron's  to  get  ahead . . .  and  keep 
ahead.  Read  Barron's  this  week.  And 
every  week.  Over  one  million  readers  do* 
Subscribe  now. 

'Source:  Simmons.  1976-77. 


Today  is  history.  Tomorrow  is  Barron's. 
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BARRON'S 

The  National  Business  and  Financial 

Weekly  from  Dow  Jones. 

200  Burnett  Road,  Chicopee,  Mass.  01021 

Please  enter  my  subscription  to  Barron's. 

□  One  year  at  $28  (a  28%  saving  off 
newsstand  price). 

D  Six  months  at  $15. 

□  Payment  enclosed.  □  Bill  me 

Also  send  me  as  a  special  free  gift  a  copy 
of  "10  Rules  for  Investors." 

Name  
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Inco;  Nowhere  To  Go  But  Up? 

Everything  that  could  go  wrong  seems  to  have  gone  wrong  for  Inco 
these  past  couple  of  years.  When  will  the  sun  shine  again? 


For  decades,  long  after 
American  trustbusters  broke 
up  U.S.  Steel,  Canada's  Inco 
was  the  last  of  the  J.  P.  Mor- 
gan quasi-monopolies.  Until 
the  1950s  it  was  virtually  the 
only  nickel  producer;  as  re- 
cently as  1960  it  had  60%  of 
the  Free  World  market.  For 
decades  the  price  of  nickel 
was  pretty  much  what  Inco 
said  it  was. 

No  longer.  Last  July  a 
terse  announcement  went 
out  from  the  executive  suite 
on  the  44th  floor  of  Toron- 
to's tallest  office  building: 
The  prices  that  Inco  charges 
its  customers  will  be  consid- 
ered confidential  business 
information." 

That  might  not  seem  im- 
portant, but  in  fact  it  was  his-   

toric.  It  was  a  belated  ac- 
knowledgement that  the  world  price  of 
nickel  is  no  longer  whatever  Inco  says  it 
is;  Inco  is  still  the  world's  largest  produc- 
er, but  it  hasn't  dominated  the  market  in 
the  Seventies.  This  was  brought  home 
clearly  in  1976,  when  Inco  tried  to  raise 
prices  in  the  face  of  a  weak  market  and 
its  competitors  had  a  field  day,  selling 
nickel  for  as  low  as  $2  a  pound  while  Inco 
was  quoting  S2.50. 

By  deciding,  in  effect,  to  match  its 
competitors  prices,  Inco  can  probably 
stem  any  further  loss  in  market  share. 
But  profits  will  certainly  suffer.  Not  sur- 
prisingly, Inco,  a  onetime  high-multiple 
stock,  has  virtually  collapsed  this  year 
from  the  mid-30s  to  a  recent  21 — just  a 
shade  above  the  very  conservative  book 
value.  With  earnings  certain  to  be  way 
down  for  the  second  consecutive  year, 
there  are  rumors  that  Inco  may  have  to 
omit  its  regular  year-end  extra  and  even 
cut  its  regular  35-cent  quarterly  divi- 
dend. At  the  six-month  mark,  Inco 
earned  just  97  cents  a  share,  down  from 
SI. 03  the  year  before;  the  third  quarter 
will  be  another  down  period. 

Nickel  demand  is  closely  tied  to  the 
fortunes  of  steel,  because  most  of  it  is 
added  to  steel  to  make  stainless  steel.  To 
a  lesser  degree,  Inco  is  tied  to  the  for- 
tunes of  copper,  of  which  it  is  also  a  large 
producer.  Both  of  these  metals  are  flat 


Why  Smile?  With  high  nickel  inventories,  lower  prices  and  lag 
ging  demand,  Inco's  Chairman  J.  Edwin  Carter  and  President 
Charles  Baird  are  trying  to  put  a  good  face  on  the  situation. 


on  their  backs  currently. 

In  the  past  Inco  had  managed  to  buck 
downtrends  in  steel  because  of  its  pow- 
erful world  market  position  and  because 
of  nickel's  long-term  growth.  As  recently 
as  1974  the  company  earned  22%  on 
stockholders  equity. 

It  was  this  very  stability  and  profitabil- 
ity, this  relative  imperviousness  to  the 
business  cycle,  that  got  Inco  into  trouble 
in  the  first  place.  Prospects  looked  so 
good  that  everybody  wanted  a  piece  of 
the  action,  and  Inco  wasn't  about  to  yield 
any  ground. 

As  a  result,  everybody  expanded  at 
once.  But  when  the  expanded  produc- 
tion came  on  stream  in  the  mid-Seven- 
ties, nickel  was  no  longer  short  but 
in  oversupply.  Nickel  consumption 
dropped  25%  in  1975,  and  1976  brought 
only  a  modest  12%  recovery.  Thus  the 
new  capacity  meant  heavy  competition 
for  the  first  time — not  just  from  smaller 
operations  like  Le  Nickel  and  Falcon- 
bridge,  but  from  new  producers  like 
Ainax,  the  Philippines  Marinduque  and 
Freeport  Mineral  Co.  s  Greenvale. 
Amax  in  particular  wields  a  triple  threat, 
using  its  leverage  as  world  leader  in  two 
other  metal  additives — tungsten  and  mo- 
lybdenum— to  press  for  market  share  in 
a  third,  nickel.  Meanwhile,  remaining 
loftily  aloof  from  the  grubby  realities  of 


competition,  Inco  stood  by  its 
price  list  and  sat  on  a  mount- 
ing inventory. 

Now,  with  market  share 
down  to  just  under  40%,  In- 
co's new  chairman,  J.  Edwin 
Carter,  is  taking  the  first 
steps  to  regain  lost  turf.  Inco 
is  better  able  than  its  com- 
petitors to  withstand  this  kind 
of  price  war,  but  the  prospect 
doesn't  bode  well  for  its 
earnings. 

The  controlling  fact  today  is 
that  it  is  difficult  for  produc- 
ers to  cut  back  when  the  mar- 
ket goes  soft.  They  have  in- 
curred heavy  debt  to  finance 
expansion,  and  they  can't  af- 
ford to  lose  the  cash  flow. 
Inco,  for  example,  now  owes 
$850    million    in  long-term 

  debt — up  from  zero  in  the 

mid-Sixties.  Every  extra 
pound  of  nickel  Inco  and  other  produc- 
ers can  sell  means  cash  flow  to  repay 
debt,  even  if  prices  are  kept  so  low  that 
there  is  no  real  profit  on  production. 

In  this  severe  period  of  oversupply  . 
Inco  is  adding  25%  to  its  capacity  with 
the  completion  of  a  $224-million  Guate- 
malan project  following  close  on  the 
heels  of  an  $850-million  venture  in  Indo- 
nesia. Both  mines  produce  laterite  ores 
that  require  a  lot  of  energy  to  refine.  But 
prices  are  at  $2  .20  a  pound  instead  of  the 
$3  Inco  needs  to  show  a  profit  from  these 
mines.  This  year  alone  the  two  projects 
are  soaking  up  more  than  half  of  its  esti- 
mated $475-million  capital  spending 
budget. 

What  Inco  hopes  to  avoid  is  produc- 
tion shutdowns  like  those  announced  by 
competitor  Falconbridge  in  August.  It 
has  resorted  to  stockpiling,  which  is 
nothing  unusual  for  Inco:  Inventories 
built  up  in  the  early  Seventies  were  un- 
loaded at  premium  prices  in  the  com- 
modities boom  of  1974.  But  since  then  it 
has  let  inventories  build  again  for  this 
year's  expected  recovery.  Inventories 
went  up  15%  in  the  first  half  of  this  year 
to  over  $f  billion,  some  26%  of  Inco's 
reported  total  assets  of  $3.9  billion. 

Why  ?  "We  thought  that  a  boom  in 
capital  spending  was  right  around  the 
corner,"  Chairman  Carter  says,  referring 
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And  the  owner 
f  the  next  Sabreliner  65 

will  be:  . 


?w  option  in  business  jets. 

sponse  to  the  transcontinental  Sabreliner®  65,  the 
addition  to  our  proud  Sabreliner  series,  has  been 
nely  gratifying.  Be  next  to  put  your  name  on  the  line. 
2  call  the  Sabre  65  a  new  option  in  business  jets 
ise  it  offers  a  unique  combination  of  attributes.  It 
;  transcontinental  range  for  six  passengers  — 
»h  to  fly  from  New  YorK  to  L.A.,  against  trie  pre- 
l  winds,  with  IFR  fuel  reserve.  While  there  are 
business  jets  that'll  do  that,  they  cost  considerably 
than  the  Sabreliner  65,  which  has  a  base  price  of 
million.  The  transcontinental  business  jets  which 
;ss,  on  the  other  hand,  are  smaller,  far  less  comfort- 
For  example,  they  offer  only  two  reclining  seats, 
liner  65  hass/'x. 
65  performance  guarantees. 

a  word,  they're  outstanding  —  and  we  guarantee 
in  writing  in  our  purchase  agreement. 


>JBAA  VFR  RANGE  — 

3,327  sm  (2,890  nm)  -5%  (4  passengers, 
range  cruise  speed,  Standard  Day). 

nIBAA  IFR  RANGE  — 

2,775  sm  (2,410  nm)  -5%  (4  passengers, 
range  cruise  speed,  Standard  Day). 

AA  REQUIRED  FIELD  LENGTH  — 

5,250  ft.  +5%  (maximum  takeoff  weight 
level,  Standard  Day). 

AA  REQUIRED  LANDING  DISTANCE  — 

2,560  ft.  +5%  (maximum  landing  weight 
evel,  Standard  Day). 


Faster  climb,  higher  cruising  altitude  and  more. 

The  Sabreliner  65  is  the  first  American  business  jet  to 
combine  the  power  and  economy  of  fanjet  engines  with 
the  performance  of  a  supercritical  wing.  This  combination 
is  mainly  responsible  for  the  outstanding  performance  of 
our  new  Sabre. 

The  model  65  is  designed  to  provide  a  comfortable, 
shirt-sleeve  environment  at  45,000  ft.  And  it  will  get  you 
there  even  quicker  than  our  present  Sabreliners.  At  a 
maximum  weight  of  23,800  lbs.,  the  new  Sabre  can  climb 
to  39,000  ft.  in  under  24  minutes. 
How  to  exercise  your  new  option. 

just  call  our  Vice-Pres.  of  Marketing,  Jud  Brandreth, 
(314)  731-2260.  Sabreliner  Div.,  Rockwell  International, 
6161  Aviation  Drive,  St.  Louis,  Missouri  63134. 

We  anticipate  FAA  certification  of  the  Sabreliner  65 
early  in  1979,  with  delivery  of  the  first  production  aircraft 
planned  for  April,  1979. 

Why  not  have  us  deliver  one  to  you? 


long- 
long- 


,  sea 


'1* 


Rockwell  International 

...where  science  gets  down  to  business 


Sabreliner  65. 

A  new  option  in  business  jets. 


to  the  fact  that  nickel,  like  its  partner 
steel,  is  heavily  oriented  toward  capital 
goods.  In  fact,  we  still  think  it's  just 
around  the  corner,"  he  adds  hopefully. 
"Consumption  approximates  1977  pro- 
duction, lint  it's  the  overhang  from  1975 
and  1976  production  that  is  the  real 
problem,  puts  in  Inco  President 
Charles  Band.  "We're  holding  more 
than  six  months  inventory  right  now." 

Although  consumption  is  forecast  to 
increase  about  12%  in  1978 — again  from 
that  hoped-for  rise  in  capital  spending — 
production  will  also  rise  as  new  produc- 
ers stri\c  for  full  capacity  and  Inco  s  new 
projects  come  on  stream.  So  little  inven- 
tor) reduction  seems  possible. 

"Perhaps  we  didn't  perceive  just  how 
aggressive  some  of  the  competition 
would  be  until  a  few  months  after  we 
might  have,"  admits  Carter.  "But  we 
perceive  it  now  and  we've  taken  the 
appropriate  action."  Even  if  Carter  was 
slow  to  get  tough,  his  decision  to  no 
longer  publish  prices — and  to  meet  the 


competition  on  any  price  cut — has  shak- 
en the  entire  industry. 

So,  the  question  is:  (Jan  Inco  avoid  a 
production  cutback?  (It  has  already  said 
it  won't  replace  employees  lost  by  attri- 
tion in  its  Canadian  mines.)  If  Inco  is 
forced  to  cut  future  production,  Carter 
will  probably  choose  to  do  so  in  Can- 


".  .  .  'We  thought  a  boom  in 
capital  spending  was  just 
around  the  corner'  .  .  ." 


ada — which  on  the  surface  seems  illogi- 
cal, because  Canadian  nickel  is  cheaper 
to  mine.  The  problem  is  that  less  pure 
nickel  from  laterite  mines  have  more 
customer  appeal;  besides,  governments 
like  Indonesia  do  not  look  kindly  on  cut- 
backs in  their  countries.  Chuck  Baird 
insists  that  the  company'  s  hands  are  not 
tied:  "We  would  do  whatever  is  neces- 


sary at  the  time.  We're  not  frozen  into 
any  production.  "  But  even  if  the  Guate- 
malan  or  Indonesian  projects  are  cut 
back,  the  parent  would  still  have  to  lend 
the  projects  enough  money  to  continue 
to  service  their  debt. 

Carter  and  Baird  put  a  surprisingly 
good  face  on  the  situation.  "Frankly,* 
says  Carter,  "this  is  the  free  enterprise 
system  at  work.  Eventually  this  will 
bring  supply  and  demand  back  into  bal- 
ance. Lenders  certainly  won't  be  anxious 
to  back  any  new  nickel  mines  in  the 
foreseeable  future. 

And,  the  lenders  may  not  be  too  haps 
py  with  some  of  the  ones  they  have 
already  backed.  The  blunt  fact  is  this: 
Inco  will  survive — however  disappoint- 
ingly. Now  that  Inco  is  no  longer  holding 
a  price  umbrella  over  its  smaller  com- 
petitors, they  will  have  a  much  harder 
time  staying  in  the  black.  Somewhere 
down  the  line,  Inco  is  likely  to  emerge 
stronger  than  ever.  But  it  certainly  faces 
a  long,  cold  winter  of  low  profitability.  ■ 


Under  Water 


The  U.S. -private  flood  insurance  partnership  has  broken  up 
— which  means  trouble  for  other  public-private  coverage. 


Just  as  the  people  of  Johnstown,  Pa.  and 
Kansas  City,  Mo.  are  sorting  through  the 
remains  of  recent  tragic  floods,  Uncle 
Sam's  flood  insurance  program  is  drown- 
ing in  a  sea  of  argument. 

Until  this  summer,  the  largest  indus- 
try-marketed, government-subsidized 
insurance  program  ran  smoothly.  Flood- 
plain  residents  paid  for  much  of  their 
disaster  aid  via  insurance,  saving  taxpay- 
ers some  $2  billion  a  year  in  handouts. 
Now  the  nine-year  partnership  is  a  wash- 
out. The  government  is  federalizing  the 
program,  ditching  private-sector  respon- 
sibility. The  industry  will  be  employees, 
not  partners. 

And  see  the  shadow  it  casts  upon  other 
government  insurance  proposals.  "The 
Administration  isn't  after  flood  insur- 
ance," says  Senate  staffer  Jack  Lewis. 
"With  Washington  talking  about  national 
health  and  property  liability  insurance, 
it  s  a  deliberate  effort  to  make  inroads 
into  insurance."  Adds  Nye  Stevens,  a 
management  analyst  in  President  Car- 
ter's reorganization  task  force,  "What  we 
want  to  know  is:  Why  doesn't  it  work?" 

Until  'lately  it  did  work.  The  govern- 
ment subsidized  flood  insurance — at  25 
cents  per  $100  for  up  to  $45,000  of  resi- 
dential coverage.  $200,000  for  a  busi- 
ness. The  quid  pro  quo:  Cities  must 
implement  strict  flood-plain  manage- 
ment. If  a  town  doesn't  comply,  federally 
insured  financial  institutions  can't  lend 
for  development.  Those  sanctions  be- 
came the  key  to  the  program;  in  four 


years,  policyholders  grew  13-fold,  to  1.2 
million,  coverage  jumped  from  $1.4  bil- 
lion to  $34  billion. 

That  growth,  plus  low  losses,  kept  the 
industry  interested  in  flood  insurance. 
Under  a  contract  with  Uncle  Sam,  132 
companies  formed  the  National  Flood 
Insurers  Association  to  market  and  ser- 
vice policyholders.  For  that  the  compa- 
nies get  5%  of  gross  premiums,  $2.8 
million  last  year.  Last  year's  $81  million 
in  claims  was  paid  from  $57  million  in 
premium  income,  investment  income  of 
$1.5  million,  and  a  $50-million  trust  fund 
in  which  excess  profits  are  deposited. 
Beyond  that,  the  industry  puts  up  $48 
million  in  risk  capital  (which  has  yet  to 
be  tapped),  and  the  government  acts  as 
reinsurer.  But  now  the  government  is 
severing  its  ties  with  NFIA. 

The  bickering  began  over  a  technical- 
ity. The  companies  agreed  to  pay  debris 
removal  claims  only  as  an  amendment  to 
policies — not  as  indirect  loss,  as  the  gov- 
ernment said.  "It  would  be  a  dangerous 
precedent  for  homeowners'  policies  our 
members  sell  privately,  says  NFIA 
General  Manager  Sam  Weese. 

The  issue  heated  up  in  June  when 
Housing  and  Urban  Development  Sec- 
retary Patricia  Harris  proposed,  over  in- 
dustry objections,  that  the  government 
have  final  rule-making  authority  on  all 
changes  in  the  NFIA-HUD  contract. 
Negotiations  on  a  new  contract  broke 
down  again  in  August  when  HUD  de- 
manded prior  line-by-line  approval  of  all 


NFIA  expenditures.  Now  the  companies 
account  for  expenditures  at  the  end  of 
the  year,  getting  the  operational  flexibil- 
ity they  need,  says  NFIA  s  Weese. 
Counters  Federal  Insurance  Acting  Ad- 
ministrator J.  Robert  Hunter,  who  han- 
dles the  program  for  the  government: 
"We  have  to  submit  our  budget  to  Con- 
gress, so  we  11  have  to  approve  NFIA  s 
budget  line  by  line.  They  can't  have  a 
direct  tap  on  the  Treasury  without 
controls. 

So  now  the  government  seeks  a  fiscal 
agent  to  take  over  the  program  from 
NFIA,  a  company  group  willing  to  ac- 
cept the  government's  final  authority, 
put  up  no  risk  capital  and  take  a  smaller 
return.  Otherwise  government  must 
take  over  all  the  functions.  Even  if  NFIA 
and  government  resolve  their  differ- 
ences, the  insurers  must  brace  them- 
selves for  more  changes:  Their  exposure 
will  be  increased  by  a  cap  on  the  trust 
fund.  Congress  recently  joined  the  fracas 
at  hearings  before  the  House  subcom- 
mittee on  housing:  "It  boggles  my 
mind,  says  subcommittee  Chairman 
Thomas  Ashley  (D — Ohio),  "to  think  that 
HUD  is  thinking  of  going  from  a  partner- 
ship to  federalization  on  the  basis  of  any- 
thing as  perfunctory  as  budgets." 

Congress  recently  lifted  the  sanctions 
against  towns  refusing  to  participate  in 
the  program,  a  move  the  NFIA  forecasts 
will  ultimately  take  or  keep  out  of  the 
program  half  the  flood-prone  communi- 
ties. As  usual  the  taxpayer  will  pay  the 
price,  as  more  flood  plain  residents  seek 
protection  through  handouts  rather  than 
insurance.  And  what  of  those  who  do  buy 
insurance?  "If  the  government  does  take 
over,"  says  Phillip  Giomariso  of  Johns- 
town, Pa.,  "all  we'll  get  is  less  service 
and  higher  premiums.  ■ 
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REITs  Redux 


The  real  estate  recovery  is  giving  so  many  REITs  a  second  chance. 
Some  will  rebound  because  of  it.  Some,  but  not  all. 


Thomas  A.  McAvity  Jr.  is  financial  vice 
president  to  a  beached  whale.  The  whale 
in  question  is  the  B.F.  Saul  Real  Estate 
Investment  Trust,  in  many  ways  a  very 
typical  troubled  investment  trust  left 
high  and  dry  by  the  real  estate  collapse 
in  1974-75. 

Today,  more  than  two  years  later,  over 
50%  of  Saul  REIT's  $290.6  million  in 
assets  are  still  "problem"  investments — 
foreclosed  properties  producing  poor  re- 
sults or  loans  not  accruing — and  the 
REIT  as  a  whole  has  been  losing  serious 
money  every  quarter  since  the  end  of 
1974.  Stockholders'  equity,  once  $13.20 
a  share,  is  now  $6.23,  the  debt-to-equity 
ratio  is  a  scary  6.7-to-l,  and  the  banks 
are  getting  restless.  Rescue  depends 
largely  on  forces — interest  rates,  the 
economy,  etc. — entirely  beyond  the 
REIT's  control.  In  a  word,  beached.  As 
everyone  knows,  B.F.  Saul  has  lots  of 
company  at  other  REITs. 

Nowadays,  McAvity,  a  slender,  in- 
tense man  of  35  with  black  hair,  a  pale 
face  and  a  noticeable  lack  of  humor,  sits  a 
lot  in  his  office  on  the  second  floor  of  a 
small,  modern  office  building  in  Chevy 
Chase,  Md. ,  at  a  desk  piled  high  with 
dismal  financial  reports.  Yet  he  has  been 
getting  cautiously  hopeful  of  late,  and  so 
have  his  harried  counterparts  elsewhere. 

"Look,  says  McAvity  with  some  ex- 
citement, penciling  numbers  in  on  a 
June  quarterly  report,  in  which  the  re- 
ported loss  is  almost  cut  in  half,  year  to 
year.  "On  a  cash  basis,  adding  back  de- 
preciation and  other  charges,  the  loss  is 
cut  from  $1.6  million  to  $590,000."  Cash 
flow  is  crucial  to  him;  if  it  turns  positive, 
he  can  begin  paying  off  the  banks  the 
REIT  is  deeply  in  hock  to.  That  would  be 
salvation. 

There  are  powerful  factors  at  work 
making  a  positive  cash  flow  at  Saul  REIT 
a  serious  possibility,  and  they  are  chang- 
ing things  for  the  better  among  all  the 
real  estate  trusts.  Some  of  the  beached 
whales  among  the  REITs  are  already 
beginning  to  float.  What's  saving  them, 
and  may  yet  save  Saul  REIT,  is  a  sharp 
real  estate  recovery  that  first  emerged  in 
single-family  housing  in  late  1975  and  is 
now  plainly  showing  up  in  the  sectors 
that  matter  most  to  the  REITs — apart- 
ments, office  buildings  and  commercial 
properties. 


Tide  Watching:  Saul  REIT's  Thomas 
McAvity  Jr.  watches  recovery  spread  to 
the  trust's  122  real  estate  holdings. 


The  glut  of  apartments  and  commer- 
cial space  the  REITs  inherited  from  the 
binge  of  overbuilding  in  1971-73  are  at 
last  filling  up  around  the  country,  and 
rents  are  climbing.  The  apartment  va- 
cancy rate,  for  example,  is  down  to  5.3%, 
nationwide,  from  a  disconcerting  6.2%  in 
1974.  Yet  rents  haven't  climbed  enough 


to  overtake  the  enormous  rise  since  1973 
in  construction  and  land  costs.  So  there 
is  very  little  new  construction  to  com- 
pete for  tenants  with  all  those  billions  of 
dollars  worth  of  buildings  the  REITs 
have  had  to  nurse  along  or,  more  com- 
monly, foreclose  on  and  take  over. 

As  recovery  advances  and  income 
from  these  properties  rises,  the  REITs 
are  one  by  one  turning  around  and  re- 
storing lowered  or  eliminated  dividends. 
As  the  prospects  for  dividends  increase, 
individual  stocks  come  out  of  the  grave 
and  levitate  accordingly.  Since  the  end 
of  1975  a  representative  portfolio  of 
REIT  stocks  would  have  risen  46%.  This 
summer,  while  the  Dow  Jones  industrial 
average  fell  4.3%,  the  REIT  list,  paced 
by  a  dozen  or  so  strong  gainers,  rose  8%. 
Yields  of  those  paying  dividends  are 
tempting — 8%  or  better  is  typical,  some 
range  up  to  12%. 

Some,  like  Wells  Fargo  Mortgage  In- 
vestors, have  been  out  making  new  loans 
for  a  year  or  more,  and  a  few  have  even 
rejoined  Wells  Fargo  in  actively  borrow- 
ing in  the  commercial  paper  market. 

On  the  other  hand,  there  are  also 
quite  a  few,  like  B.F.  Saul  and  Chase 
Manhattan  Mortgage  &  Realty  Trust,  far 
worse  off.  The  nation's  200-plus  REITs 
are  nothing  if  not  heterogeneous;  they 
are  widely  scattered  across  a  scale  of 
financial  health  ranging  from  General 
Growth  Properties  at  the  top,  whose  rap- 
idly growing  revenues  and  dividends  ut- 
terly ignored  the  recession,  to  such  spec- 
tacular losers  on  the  bottom  as  Chase  or 
Continental  Mortgage  Investors,  now 
formally  in  bankruptcy  proceedings. 

Ken  D.  Campbell,  president  of  Audit 
Investment  Research,  Inc.  in  New  York, 
is  a  self-made  authority  on  the  REIT 
industry.  "You  have  your  unquestioned 
survivors,  Campbell  says.  "We  have 
about  40  of  those.  Then  at  the  other  end 
of  the  spectrum  is  the  elephants  burying 
ground,  about  30  or  so  who  just  aren't 
going  to  make  it.  The  losers  include 
most  notably  REITs  that  concentrated 
aggressively  on  making  lucrative  bui 
risky  short-term  construction  and  d 
opment  loans. 

Campbell  suddenly  spring 
his  chair  and  rummages  through 
cluttered  office.  "These 
peering  at  a  sheet  of  papei  through  rim- 
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less  glasses,  "are  the  middle  ground, 
REITs  in  a  gray  area  that  we  thought 
might  make  it  or  might  not.  Now  is  the 
time  for  speculators  with  ^uts  to  go  hunt- 
ing among  these.  ..."  His  voice  trails 
off  as  he  counts  swiftly.  "We've  got  54." 

MeAvity  is  determined  that  B.F.  Saul 
will  survive.  "Our  basic  game  plan  is  to 
become  entirely  an  equity  trust,"  ex- 
plains MeAvity,  meaning  that  his  REIT 


Scorekeeper:  Audit  Investment's  Ken 
Campbell  follows  the  130  publicly 
held  REITs  big  enough  to  matter. 


will  own  properties  in  the  future  rather 
than  make  loans  on  them.  "We've  com- 
pleted our  legal  program,  foreclosing  on 
problem  loans.  Now  we  are  concentrat- 
ing on  improving  the  properties  and 
maximizing  cash  flow  "  He  knows  he  has 
to  concentrate  a  lot.  Saul  REIT's  income 
properties  are  currently  earning  about 
6M>%  free  and  clear,  that  is,  before  de- 
preciation and  debt  service.  That's  up 
gratifyingly  from  5.4%  last  year,  but  un- 
fortunately, the  REITs  bank  debt  is 
costing  125%  of  prime,  which  has  meant 


recently  about  8ki%. 

"Besides  becoming  100%  equity,  we 
are  having  a  selective  disposition  of  cer- 
tain assets,"  MeAvity  continues,  "and 
seeking  permanent  mortgage  financing 
on  retained  pioperties.  We  ll  use  the 
proceeds  to  reduce  our  bank  debt. 

To  do  that,  with  moitgage  money  at 
9y4%-9'/2%  as  it  is  today,  Saul  REIT  must 
get  free  and  clear  returns  of  at  least  10%: 
That  is  the  "constant"  (combined  interest 
and  amortization)  that  its  properties 
must  support  if  they  are  to  be  financed  at 
full  value. 

Not  all  the  recovering  REITs  will  go 
all  the  way  over  to  the  equity  trust  ap- 
proach. Wells  Fargo  Mortgage  Inves- 
tors, for  example,  was  predominantly  a 
short-term  lender  before  1974.  Its  real 
estate  problems  are  easing  now;  it  re- 
sumed paving  dividends  early  in  1976. 


Now  Wells  Fargo,  according  to  Treasur- 
er Peter  L.  Rhein,  wants  to  increase 
equity  investments  to  50%  of  the  portfo- 
lio. They  are  buying  some  properties, 
but  completing  the  shift  will  have  to  wait 
a  while;  the  San  Francisco-based  REIT  is 
having  too  much  fun  building  up  its  re- 
newed short-term  lending  first. 

"We're  up  to  S166  million  in  new  con- 
struction loans  for  fiscal  1977  [ended 
June  30],"  exults  Rhein,  "from  $72  mil- 
lion the  year  belore  and  S3  million  in 
fiscal  1975. 

"We've  been  doing  a  significant 
amount  of  lending  on  tracts  of  single- 
family  housing,  he  explains,  "because 
the  California  market's  so  hot.  Our  aver- 
age construction  loan  is  out  only  about 
six  months,  because  the  builders  sell  out 
so  fast.  A  lot  of  times  they  never  even 
draw  clown  the  whole  amount  of  the 
loan.  It's  a  nice  business  as  long  as  it 
lasts."  It  certainly  is:  The  REIT  is  getting 
short-term  money  in  at  6.3%  and  relend- 
ing  it  at  10.1%,  Rhein  reveals. 

There  are  other  variations  on  the 
theme.  Some  REITs  will  opt  for  relative- 
ly safe  and  simple  long-term  mortgages 
rather  than  the  headaches  of  ownership, 
or  any  part  of  the  heady  action  in  short- 
term  lending.  Some  choose  to  give  up 
their  legal  and  tax  status  as  REITs  tem- 
porarily (five  years  minimum,  as  the  law 
is  written),  so  they  can  legally  finish 
building  incomplete  projects  and  then 


sell  them  off  and  maybe  accumulate 
stockholders'  equity,  all  the  while  shel- 
tering income  with  tax-loss  carryfor- 
wards. But  the  general  plan  is  similar. 
What  will  happen  to  the  REITs  that  are 
far  sicker  than  the  Saul  trust,  which  is  a 
borderline  case? 

Campbell  thinks  about  the  sick  REITs 
a  lot.  "Some  of  them  will  eventually  go 
through  friendly  bankruptcies,"  he  pre- 
dicts, "where  there  is  a  prearranged  plan 
of  liquidation  or  reorganization."  The  ac- 
cent is  on  the  word  "friendly.  "The 
banks  find  forced  bankruptcies  are  not 
good,"  he  explains.  "A  REIT  is  not  like  a 
Crant  or  a  Penn  Central;  it  has  no  suppli- 
ers that  can  shut  it  down  by  being  afraid 
to  ship;  all  it  is  is  a  collection  of  real 
estate  or  loans.  A  REIT  can  survive  and 
even  prosper  in  bankruptcy.  In  bank- 
ruptcy, interest  charges  are  suspended 


and  any  income  stream  from  the  portfo- 
lio could  finance  legal  fees  while  the 
REIT  delays  the  case  endlessly  in  the 
courts.  Continental  Mortgage  Investors, 
for  example,  went  into  bankruptcy  pro- 
ceedings a  year  and  a  half  ago,  and  it  has 
not  yet  been  decided  which  chapter  they 
should  file  under.  " 

Others,  he  speculates,  will  simply  be 
merged  out  of  existence,  especially  small 
REITs,  with  assets  of  under'  $100 
million. 

And  some  may  very  well  go  on  existing 
indefinitely,  their  banks  unwilling  or  un- 
able to  move  against  them  yet  unable  to 
recover — more  dead  than  alive. 

REITs  like  MeAvity  s  need  that  real 
estate  tide  to  rise  a  good  deal  higher 
before  they  can  float  on  their  own. 
MeAvity  worries  about  the  future  course 
of  interest  rates,  for  example,  because 
the  Saul  REIT  has  $118  million  in  bank 
debt  tied  to  the  prime  rate.  "If  the  prime 
went  to  9%  before  we  paid  down  our 
bank  debt,"  he  concedes,  "that  would 
really  hurt. 

What  would  happen,  a  visitor  asks,  if 
there  were  another  bad  recession  in  the 
next  couple  of  years? 

MeAvity  is  a  serious  man,  of  conserva- 
tive mien,  given  to  the  precise,  formal 
language  of  finance,  but  the  question  jars 
him  out  of  all  that. 

"That,"  he  says  unequivocally,  "would 
be  a  ballbreaker. "  ■ 


.  .  What  may  yet  save  Saul  REIT  is  a  sharp  real  estate 
recovery  that  first  emerged  in  single-family  housing  in 
late  1975  and  is  now  plainly  showing  in  the  [commercial 
real  estate]  sectors  that  matter  most  to  the  REITs  .  . ." 
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The  fits!  business  jet 

in  history  to  take  off 
before  setting  off 

the 


Even  though  it  hasn't  flown  yet, 
Canadair  Challenger  business  jet  is  off 
to  a  flying  start. 

At  this  juncture,  over  100  have  been 
sold.  Firmly  sold  to  savvy,  insightful 
corporations  who  posted  a  5%  non- 
refundable deposit  and  signed  a 
non-cancellable  contract. 

Over  a  half  billion  dollars  in  sales 
and  over  30  million  dollars  in  deposits 
have  been  invested  in  the  Challenger's 
guaranteed  performance  and  delivery 
date.  All  this  confidence,  before  our 
first  flight  next  spring. 

This  unprecedented  acceptance, 
this  remarkable  success  can  be 
attributed  to  one  undeniable  aircraft: 
the  remarkable  Canadair  Challenger. 

We  challenge  any  business  jet 
to  fly  as  fast. 

Imagine  New  York  to  L.  A.  in  five 
hours  and  eleven  minutes.  Faster  than 
a  scheduled  747! 

This  is  thanks  to  our  precisely 
designed  wing.  An  advanced  configu- 
ration that  will  delay  the  formation  of 
shock  waves  and  reduce  drag. 

We  challenge  any  business  jet 
to  offer  as  much  range. 

Our  wing,  when  combined  with  our 
energy-efficient  engines,  will  give  us  a 
range  of  4,600  statute  miles  with 


NBAA  reserves. 

We  challenge  any  business  jet 
to  fly  as  efficiently. 

All  this  new-fashioned  technology 
of  engine  and  wing  will  mean  old- 
fashioned  economy. 

The  Challenger's  engine,  for 
instance,  will  be  the  Avco  Lycoming 
ALF-502  turbofan  with  a  five  to  one 
bypass  ratio.  On  a  1,000  mile  trip,  it 
will  burn  36%  less  fuel  than  a  JetStar 
II,  15%  less  than  a  Falcon  50. 

The  engine  will  also  give  us  the 
best  thrust-to- weight  relationship 
commercially  available  for  outstanding 
performance  out  of  short  runways. 
What  it  won't  give  us  is  devastating 
noise  and  high  fuel  consumption. 
Because  the  high  bypass  fans  shuttle 
the  airflow  around  the  engine. 


We  challenge  any  business  jet 
to  match  our  wide-bodied 
comfort. 

Stretch  your  legs  and  stoop  no  more 
—  the  Challenger  will  be  the  first  wide 
body  business  jet.  Almost  a  full  foot 
wider  than  any  other,  and  two  spacious 
feet  wider  than  most.  You'll  get  over 
six  feet  of  headroom  and  a  flat  floor. 

The  company  that's  behind  all  this 
up-front  technology  is  Canadair, 
makers  of  over  3, 800  aircraft,  580  of 
them  supersonic. 

For  more  information  on  the 
Challenger,  write  to  Jim  Taylor, 
President,  Canadair,  Inc. ,  Dept.  FB4, 
274  Riverside  Avenue,  Westport,  Conn. 
06880.  Or  call  him  at  203-226-1581. 

If  your  company  hasn't  committed 
to  buying  a  Challenger,  we  respect- 
fully suggest  you  investigate  the 
possibility. 

After  all,  are  the  corporations  that 
have  already  done  so  any  smarter 
than  you  are? 


We  challenge  any  business  jet 
to  match  ii 


All  performance  figures  in  this  advertisemen 
Challenger  are  based  upon  wind  tunnel  tests  and 
computer-based  engineering  statistical  analysis  with 
flight  testing  to  begin  in  early  1978.     (c)  Canadair  197 


The  Day  Stanley  Kroll  Quit 


Most  brokers  make  money  by  giving  advice,  not  by  taking 
their  own.  Stanley  Kroll  was  different. 

By  JOHN  TRAIN* 

Stanley  Kroll  spent  13  years  as  a 
commodity  broker.  He  had  about  1,000 
nondiscretionary  customers.  Then  he 
started  trading  for  his  own  account  and  a 
handful  of  quasi-partners,  and  made 
himself  and  them  a  fortune.  He  even 
wrote  a  book  on  commodity  trading. 
Stanley  Kroll  says  that  none  of  his  origi- 
nal 1,000  customers  made  money.  Not 
one.  There  was  only  one  thing  wrong:  If 
he  kept  going,  sooner  or  later  every  one 
would  lose  all  the  capital  he  had 
invested. 

Kroll  and  the  other  commodity  spe- 
cialists I've  talked  to  agree  that  the  retail 
commodity  speculator  will  almost  always 
sooner  or  later  lose  his  money,  as  infalli- 
bly as  if  he  cranked  away  day  and  night  at 
a  slot  machine.  One  good  reason  is  that 
commissions  can  easily  add  up  to  100% 
of  the  investor's  equity  in  a  year.  There 
is,  after  all,  no  intrinsic  building  of  val- 
ues in  a  commodity  investment,  as  there 
is  in  owning  stock  in  a  profitable  com- 
pany. It's  a  zero-sum  game — a  very  ex- 
pensive casino. 

All  this  brings  gorgeous  profits  to  the 
brokers,  whose  enthusiasm  for  this  trade 
is  like  that  of  the  famous  British  trading 
houses  that  foisted  opium  on  the  Chi- 
nese a  century  ago. 

About  noon  on  Dec.  9,  1974,  Kroll, 
from  his  office  at  25  Broad  Street  in  New 
York,  telephoned  his  wife,  who  was  tak- 
ing a  course  in  spoken  French  at  the 
Alliance  Franchise  on  60th  Street.  "I'm 
coming  uptown  to  take  you  out  for 
lunch,'  he  told  her.  But  when  they  final- 
ly got  out  of  the  taxi  Jarrett  Kroll  found 
herself  not  in  a  restaurant  but  in  a  Rolls- 
Royce  showroom.  As  they  glided  majes- 
tically away  in  a  noble  vehicle — whose 
clock  was  completely  inaudible;  Rolls 
engineers  having  finally  coped  with  that 
little  embarrassment — Kroll  said,  "Well, 
I'm  out.' 

For  months  Kroll — and  his  wife — had 
been  sweating  out  an  immense  and  terri- 


Kroll  (With  Wife)  Last  Month:  You,  too,  can  afford  to  boat  on  Lake 
Geneva  ...  if  you  quit  the  commodity  game  when  you're  ahead. 


*John  Train  is  a  highly  respected  invest- 
ment counselor,  president  of  Train,  Smith 
Counsel,  New  York,  and  the  author  of  Dance 
of  the  Money  Bees.  This  article  is  excerpted 
from  his  forthcoming  book,  The  Midas  Touch. 


fying  long  position  in  wheat:  2.5  million 
contracts,  or  $12  million  worth,  which  he 
had  bought  earlier  that  year  for  himself 
and  his  quasi-partners,  a  group  of  fully 
discretionary  accounts.  With  sickening 
ups  and  downs,  the  price  had  moved  up 
so  that  Kroll  had  a  profit  of  over  $1 
million.  Then  it  started  to  falter.  Every 
cent  that  wheat  went  down  had  cost 
$25,000.  A  10-cent  decline  would  have 
cost  $250,000,  and  a  decline  of  80  cents 
would  have  put  Kroll  into  bankruptcy. 
For  some  time  now  Kroll  had  thought 
the  market's  action  looked  sick,  and  he 
had  been  agonizing  over  whether  to  sell. 


"Out  •  of  the  wheat?"  asked  his  wife. 

But  Kroll  didn't  just  mean  he  was  out 
of  wheat.  He  said:  "I'm  out  .  .  .  com- 
pletely out.  I'm  closing  the  office.  We've 
got  enough.  We're  going  away  to  live  in 
Europe." 

And  so  they  did. 

They  bought  a  house  overlooking  Lake 
Geneva,  and  they  are  bringing  out  an 
illustrated  book,  Floating  Through  Eu- 
rope, on  barge-cruising  the  European 
canal  system. 

The  morning  of  the  Rolls-Royce  pur- 
chase, a  Monday,  Stanley  Kroll  had 
come  to  the  office  worried.  It  was  no 
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Swiss  Bank  Corporation 


WeVe  made 
American  business 
our  business. 


We've  been  helping  companies  in 
the  U.  S.  reach  their  financial  goals  for 
nearly  four  decades. 

This  commitment  to  American 
business  is  backed  by  over  a  century  of 
international  banking  experience,  the 
kind  of  experience  that  can  show  you  all 
the  ways  banking  can  work  for  your 
corporation. 

In  order  to  serve  our  expanding 
list  of  customers  in  the  U.  S.,  we've  grown  to 
include  more  than  650  people  in  our  branches 
and  representative  offices.  Our  experts  are 
available  to  discuss  your  needs  for  domestic 
or  international  loans,  corporate  finance, 
money  market  facilities,  foreign  exchange. . . 
and  they'll  offer  you  plenty  of  good  old 
American-style  financial  savvy. 

You  know  our  reputation  as  a  leading 
authority  in  international  finance. 

Now  get  to  know  us  as  the  Swiss  bank  that 
has  made  the  American  business  community 
our  community. 


SWISS  BANK  CORPORATION 

Our  expertise  is  international. 
Our  commitment  is  American. 

Main  Office  U.S.A.:  New  York,  15  Nassau  St..  10005,212/791-2777. 
Branches:  (  Jiicago,  150  S.  Wacker  Drive,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Representative  Offices:  Houston*  One  Allen  Center,  77002.  713/658-0561 

and  Los  Angeles,  800  W.  Sixth  Street,  90017,  213/489-5900. 


The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 


unfamiliar  condition,  since  he  had  been 
worried  each  Sunday,  Monday,  Tues- 
day, Wednesday  and  every  other  morn- 
ing—and  indeed  evening — for  many 
months,  but  this  time  he  was  even  more 
jittery  than  usual.  There  had  been  bull- 
ish news  for  wheat  over  the  weekend — 
perhaps  a  drought  somewhere,  or  a  new 
Russian  purchase — and  as  the  market 
opened  on  Monday,  Kroll  hung  on  the 
line  to  his  clearing  broker.  The  bullish 
news  should  be  good  for  about  2  cents  up 
at  the  opening. 

"Down  4  cents  to  $4.88,"  said  his  trad- 
er about  March  wheat. 

Kroll  picked  up  the  telephone  and 
spoke  softly  and  slowly,  but  urgently. 

"Mike?'  he  said*  "I  want  to  sell  a 
million  bushels  of  March  wheat.  Got 
that?  One  million." 

"Wow,"  said  the  trader.  "One 
million." 

"Right,  said  Kroll.  "Now,  do  it  care- 
fully, Mike.  Wait  for  them  to  take  it." 

In  the  next  three-quarters  of  an  hour 
Kroll  gave  two  more  orders  to  sell  three- 
quarters  of  a  million  bushels  each.  After 
about  an  hour  and  a  half  the  broker's 
clerk  called  back  Kroll  and  said,  "Well, 
that's  it." 

Then  it  was  that  Kroll  telephoned  his 
wife,  and  headed  for  Europe. 

Why  had  he  finally  lost  his  nerve? 
Because  wheat  had  failed  to  advance  on 
bullish  news.  Something  was  wrong,  and 
Kroll  wasn't  going  to  waste  time  figuring 
out  what  it  was.  In  selling  on  a  dip  rather 
than  on  strength,  he  was,  as  we  shall  see, 
violating  one  of  his  own  rules — but  sur- 
vival comes  first.  In  fact,  survival  is  the 
cardinal  rule. 

Kroll  had  actually  bought  his  wheat  in 
May  and  June,  several  months  previous- 
ly. All  the  signs  had  seemed  right. 
Wheat  had  bottomed  out  the  previous 
December.  Then  it  thrust  upward 
strongly  for  three  months.  It  had  moved 
right  up  past  its  previous  intermediate 
high  price  on  good  volume.  Then  it 
stalled  and  slid  off  again.  Over  several 
weeks  it  worked  its  way  down  until  it  had 
retraced  most  of  its  gains  since  Novem- 
ber. Volume  gradually  dried  up.  At  this 
point,  Kroll's  years  of  experience  in  com- 
modities told  him  that  a  strategic  mo- 
ment had  come — a  clear  buying  point. 
He  started  to  buy  for  himself  and  his 
customers.  He  bought  more  and  more, 
until  he  had  all  that  he  and  they  could 
possibly  afford. 

After  months  of  increasing  tension,  he 
finally  had  his  great  morning,  and  in  a 
couple  of  hours  sold  all  the  wheat  that  he 
and  his  accounts  owned.  He  had  netted 
$1.3  million  on  the  transaction  for  his 
group  and  himself. 

This  last  coup  of  Kroll's  career  was  the 
culmination  of  a  phenomenal  three-year 
run  during  which  he  had  turned  $18,000 
of  his  own  into  over  a  million,  and  the 
capital  of  some  37  quasi-partners  who 


joined  him  at  various  points  during  the 
period  from  $646, 000  into  over  $2.5 
million. 

The  business  hadn  t  always  been  this 
good  to  him.  In  his  previous  13  years  as  a 
customer's  man,  first  at  Merrill  Lynch 
and  then  at  other  commodity  brokerage 
houses,  including  his  own,  Kroll  had  al- 
ways let  the  customers  call  the  shots — 
and  lose  their  money.  He  had  made  a 
substantial  income,  but  never  accumu- 
lated any  capital. 

Finally  he  decided  to  see  if  he  could 
put  into  practice  the  things  he  had 
learned.  When  he  started  trading  on  his 
own,  he  decided  that  any  further  account 
he  ran  would  have  to  do  exactly  what  he 
was  doing,  without  discussion.  He  had 
very  few  takers. 

During  all  this  time,  Kroll  had  learned 
many  things  about  trading  commodities. 
Now  he  had  a  chance  to  apply  what  he 
had  learned.  The  most  important  is  the 
simplest:  Wait  until  a  major  trend  is 
clearly  established,  and  then  do  your 
buying  or  selling  during  periods  of  cor- 
rection against  that  trend.  When  it  final- 
ly ends,  liquidate. 


".  .  .  Why  had  he  finally  lost 
his  nerve?  Wheat  had  failed 
to  advance  on  bullish  news. 
Something  was  wrong  .  .  ." 


A  typical  mistake  of  the  commodity 
speculator  who  is  going  to  fail  is  that  he 
increases  the  size  of  his  orders  as  the 
main  trend  continues.  When  the  trend 
finally  reverses,  he  loses  money  very 
fast,  since  most  of  his  contracts  will  have 
been  placed  near  the  end  of  the  move, 
Kroll,  on  the  contrary,  invests  less  and 
less  on  each  correction,  with  the  result 
that  when  the  turn  finally  comes  he  has  a 
good  hope  of  excellent  profits,  even 
should  his  last  few  trades  prove  to  have 
been  unsuccessful. 

To  illustrate  the  dangers  of  doing  the 
opposite,  of  pyramiding  on  a  larger  and 
larger  scale,  Kroll  describes  a  customer 
who  correctly  foresaw'  a  move  in  cocoa 
from  12  cents  to  30  cents.  He  bought  at 
12  cents  and  at  14  cents.  When  it  got  to 
20,  he  was  so  convinced  he  was  right  that 
he  bought  a  great  deal  more. 

Having  gotten  over  20,  cocoa  faltered. 
Kroll's  customer  was  so  nervous  at  hold- 
ing such  a  large  position  that  he  sold  out 
at  17  cents.  He  ended  up  losing  $200,000 
on  the  whole  maneuver  even  though  he 
never  wavered  in  his  conviction  that  co- 
coa was  going  to  the  mid-30s — as  indeed 
it  did. 

When  the  major  trend  does  change 
definitively,  Kroll  liquidates  during  fa- 
vorable reactions  against  the  new  unfa- 
vorable trend.  He  avoids  selling  into 
weakness,  only  on  rallies.  (This  was  the 
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rule    that   he   so   flagrantly  violated.) 

How  do  you  recognize  a  major  trend 
when  it  arrives? 

The  hig  grains  are  the  easiest,  says 
Kroll.  They  get  into  a  groove  like  an 
express  train  thundering  down  the  track. 
If  you  see  it  booming  along,  you  can 
safely  bet  that  it  will  go  on  for  another 
few  minutes,  even  if  it  falls  off  the  track 
later.  Wheat  and  beans  are  the  best  of 
all,  Kroll  finds;  their  markets  are  too  big 
to  manipulate.  Corn  is  somewhat  less 
satisfactory,  although  it  tends  to  follow 
beans,  since  in  many  uses  it  is  a 
substitute. 

The  broader  the  market,  says  Kroll, 
the  more  likely  it  is  to  have  an  identifi- 
able major  trend. 

I  observed  that  the  same  thing  is  true 
in  the  stock  market:  The  stock  trends  of 
General  Motors  can  usually  be  identi- 
fied, and  indeed  are  a  good  bellwether  of 
the  market  as  a  whole.  The  major  oils 
have  long  sweeps  up  and  down.  A  small 
stock  can  jump  around  much  more 
erratically. 

Kroll  insists  that  one  should  never  ar- 
gue with  the  market.  If  the  trend  turns 
against  you  to  the  point  where  you  are 
asked  for  additional  margin,  don't  re- 
spond. Sell  out,  walk  away  from  the 
whole  situation  and  reconsider.  You 
should  avoid  averaging  down,  in  the  way 
that  can  be  so  profitable  in  common 
stock  investment. 

To  recapitulate,  Stanley  Kroll  thinks 
that  the  basic  art  of  commodity  investing 
can  be  summarized  by  these  four  rules: 

•  Identify  a  major  trend,  and  decide 
to  make  a  big  move. 

•  Put  your  position  in  place  during 
reactions  against  the  main  trend. 

•  Put  on  smaller  additional  positions 
on  subsequent  reactions. 

•  When  the  trend  runs  out,  reverse 
the  procedure  in  order  to  liquidate. 

Remember  that  Kroll  violated  his  own 
rules  when  he  got  out  of  wheat  and  quit 
the  game.  He  sold  on  weakness  rather 
than  on  strength  And  there  lies  perhaps 
the  most  important  moral  of  all. 

The  whole  thing  reminds  me  of  a  book 
I  read  years  ago  by  Bill  Tilden  on  how  he 
played  tennis.  Here  again,  it  was  all 
quite  simple.  You  merely  had  to  be  born 
six  feet  four  inches  tall,  with  a  marvelous 
physique — and  incidentally  wonderful 
looks.  Smiling  faintly,  you  begin  by 
cracking  over  a  serve  so  powerful  that  a 
new  term  had  to  be  coined  for  it:  the 
cannonball."  It  scours  a  furrow  in  the 
court  out  of  the  receiver's  reach  as  he 
stares  wildly  this  way  and  that. 

All  very  simple,  to  be  sure.  But  try 
and  do  it  if  you  aren't  Bill  Tilden! 

In  the  same  way,  you  haven't  much 
hope  of  following  Stanely  Kroll's  simple 
system  unless  you  are  yourself  a  Stanley 
Kroll,  with  the  same  iron  control  over 
your  fears  and  desires. 

Stanley  Kroll  follows  with  minute  at- 
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tcntion  every  trade  that  takes  place  in 
any  commodity  he  is  interested  in.  He 
says  that  during  trading  hours  he  tells  his 
office  staff  not  to  talk  to  him,  and  if  he 
has  to  give  them  instructions,  he  is  likely 
to  do  it  by  gesture  rather  than  words.  He 
won't  even  leave  his  office  to  go  to  fire 
drills. 

Kroll  says  to  make  money  in  commod- 
ity speculation  one  must  have  no  other 
daytime  interests  at  all,  and  do  nothing 
else.  Furthermore,  he  has  steeled  him- 
self to  exclude  from  his  mind  any  outside 
opinion,  and  any  information  that  is  not 
completely  certain  to  be  true. 

Since  almost  no  information  meets 
that  criterion,  Kroll  is  virtually  saying 
that  he  pays  no  attention  to  any  facts, 
only  to  market  action.  Ignore  facts?  Yes. 
Here's  why: 

First,  a  commodity  "fact"  is  probably 
fiction.  The  presumption  has  to  be  that 
information  that  is  generally  put  about  is 
intended  to  mislead.  Second,  one  does 
not  know  if  it  is  complete — and  half  a 
story  is  often  worse  than  nothing.  Final- 
ly, even  if  it  is  true,  there's  a  presump- 
tion that  anything  true  is  already  reflect- 
ed in  the  market. 


"Take  cocoa,  for  instance,"  Kroll  says. 

"It's  almost  all  grown  in  Ghana  and 
Nigeria.  The  information  that  comes  out 
of  those  two  countries  is  issued  by  their 
Cocoa  Marketing  Boards,  about  as  im- 
partial and  factual  a  source  of  information 
as  the  Tass  News  Agency. 

"The  same  goes  for  'information'  on 
other  commodities.  In  recent  years  the 
big  moves  in  wheat,  for  instance,  have 
often  been  on  purchases  by  Russia  and 
other  foreign  governments.  But  a"re  they 
going  to  announce  ahead  of  time  what 
they  are  doing?  They  mask  their  transac- 
tions with  deceptive  rumors.  The  'in- 
formed speculator'  who  laps  it  all  up  is 
buying  into  a  sucker  game.  The  market 
action,  if  you  know  what  it  means,  will 
tell  the  true  story. 

"Another  completely  misleading  type 
of  information'  in  the  commodity  mar- 
kets is  the  word  that,  for  instance,  Conti- 
nental Grain  is  buying.  When  a  broker 
calls  me.  up  and  tells  me  something  like 
that,  I  just  hang  up.  In  the  first  place. 
Continental  may  be  executing  an  order 
for  somebody  else.  Or  it  may  be  balanc- 
ing a  position  in  one  month  against 
something  it  is  doing  on  the  opposite 
side  of  the  market  in  another  month.  Or 
indeed  it  may  be  buying  and  selling  just 
to  confuse  the  market. 

To  sum  up,  almost  everything  one 
hears  in  commodity  newsletters  and  the 


like  is  misleading  chaff.  The  first  step 
toward  success  is  to  exclude  it  all  from 
one's  consciousness. 

Kroll  described  a  visit  from  one  of  his 
customers,  a  leading  securities  analyst  in 
a  famous  Wall  Street  firm.  Kroll  had 
bought  his  discretionary  group  plywood 
futures,  and.  the  analyst,  much  agitated, 
came  to  the  office  to  say  that  he  had  just 
been  at  a  Georgia-Pacific  meeting  for 
securities  people  where  management 
had  predicted  that  plywood  prices  were 
heading  down. 

"And  here's  another  thing,"  said  the 
analyst.  He  produced  a  copy  of  Time, 
with  an  article  discussing  the  plywood 
industry.  It  showed  conclusively  that 
prices  were  due  to  fall. 

Describing  this  episode,  Kroll  became 
indignant  all  over  again,  like  a  vegetarian 
bishop  telling  of  being  offered  a  dish  of 
human  flesh  by  cannibals.  Everything 
was  wrong.  First,  the  tales  in  Time  aren't 
true.  Even  worse,  they  are  persuasively 
written.  And  whatever  there  is  in  them 
that  can  be  known  is  reflected  in  the 
market  anyway. 

As  an  example  of  that  exceedingly  rare 
thing,  a  possibly  useful  fact,  Kroll  point- 


ed out  that  while  corn  is  harvested  as  late 
as  November,  the  critical  months  are  in 
the  summer,  and  after  several  dry 
months  an  expert  who  is  actually  out  in 
the  fields  in  Indiana  and  Illinois  can  say 
that  the  drought  had  held  on  so  long  that 
rain  can't  help  any  more.  The  crop  has  to 
be  a  bad  one. 

If  corn  has  already  advanced  from  $2 
to  $4,  then  it's  not  useful  information, 
even  if  true.  If,  however,  corn  has  only 
gone  from  $2  to  $2.20,  say,  then  it  may 
be  a  buy. 

Every  evening  Kroll  fills  out  a  large 
card  for  each  commodity  he  is  interested 
in,  showing  the  long-term  trend,  the 
short-term  trend,  the  price  objectives 
and  his  present  strategy.  He  will  not 
depart  from  the  strategy  once  written 
out  on  his  card.  Inspiration  and  whims 
are  almost  always  expensive. 

At  night  Kroll  lies  in  bed  and  replays 
every  jiggle  of  the  day,  until  one  of  the 
charts  starts  talking  to  him. 

He  insists  on  acting  only  when  the 
whole  pattern  seems  obvious.  This 
means  that  in  the  eight  or  ten  commod- 
ities that  he  follows  closely,  there  might 
at  any  moment  be  none  or  possibly  one 
that  seems  to  have  a  worthwhile  investa- 
ble  trend. 

One  of  the  reasons  that  the  big  broker- 
age houses  are  so  expensive  for  their 
customers  is  that  they  usually  have  an 


opinion  at  all  times  on  every  commodity. 
Most  of  the  men  the  customers  are  talk- 
ing to  are  losers  themselves,  who  happen 
to  be  plausible  salesmen. 

Kroll  has  tried  point-and-figure  charts, 
moving  averages  and  other  present  i- 
tions,  but  ended  up  with  a  simplistic 
approach  based  on  conventional  line 
charts. 

He  finds  it's  not  generally  useful  to 
follow  the  volume  and  open  interest  on  a 
daily  basis,  although  it  can  be  of  value 
from  time  to  time,  particularly  to  indi- 
cate reversals. 

Kroll  says  that  if  one  is  going  to  be 
successful,  one  cannot  hold  positions  for 
less  than  an  average  of  three  months  or 
so,  and  even  that's  a  minimum.  Four  or 
five  months  should  be  the  length  of  the 
average  holding.  In  that  time  you  can,  in 
theory,  make  seven  or  eight  times  your 
money.  If  you  try  to  scalp  small  moves 
you  will  be  devoured  by  the  commis- 
sions and  the  spread  between  bid  and 
asked  prices. 

You  must  have  a  massive  long-term 
concept,  such  as  that  wheat  is  going  from 
$2  to  $4.  If  the  objective  is  only  that  it 
will  go  from  $2  to  $2.10,  you'll  be  chaffing 
to  get  out  at  $2.07,  which  will  preclude 
your  staying  in  through  all  the  jiggles 
and  reactions  of  the  major  move.  If 
K roll  s  target  is  $4  and  wheat  goes  to 
$2.40,  he  will  buy  a  little  more  on  a 
reaction,  rather  than  sell  out. 

One  has  to  presume  a  major  move,  but 
have  criteria  to  tell  you  that  it  has  ended. 
Then,  if  things  do  work  out,  you  have  the 
patience  and  courage  to  stay  aboard  even 
if  you  have  already  made  a  huge  profit. 

Kroll  once  typed  out  an  expression 
attributed  to  Jesse  Livermore  and  put  it 
in  front  of  his  telephone:  "Money  is 
made  by  sitting,  not  trading.  "  He  used  to 
read  this  card  several  times  a  day. 

The  average  life  of  a  commodities  ac- 
count is  about  six  months.  The  only 
question  is:  Will  they  have  lost  the  mon- 
ey to  the  market  or  will  they  have  lost  it 
in  commissions? 

You  can  easily  see  why  adhering  to  the 
rules  is  so  difficult.  How  many  traders 
would  sit  through  a  million-dollar  paper 
loss  without  panicking?  How  many  have 
a  million  to  lose?  Why  indeed  should  you 
put  yourself  in  the  position  of  being  sub- 
ject to  such  risks?  And  if  things  are  not 
working  out,  do  you  dare  persist  in  your 
position  all  the  same,  when  you  can  easi- 
ly be  wiped  out  if  a  reaction  against  the 
main  trend  lasts  long  enough? 

Kroll  once  got  a  letter  from  a  man  who 
as  a  boy  asked  his  father  how  one  made 
money  on  the  futures  market.  His  father 
answered:  "You  have  to  be  bold  and  you 
have  to  be  right." 

Kroll  s  correspondent  then  asked  his 
father:  "What  if  you  are  bold  and 
wrong?" 

"You  just  go  down  with  the  ship,"  was 
the  answer.  ■ 


.  .  Almost  everything  one  hears  in  commodity  newsletters  is 
misleading  chaff.  The  first  step  toward  success  [in  commod- 
ity trading]  is  to  exclude  it  from  one's  consciousness  .  .  ." 
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Nobody  can  reduce 

your  drawing 
distribution  costs 

the  way  3M  can. 


It's  a  fact.  At  3M,  we  have 
the  only  camera  that  can 
film  A-E  size  engineering 
drawings,  specifications,  or 
change  orders  and  produce 
a  fully-developed  aperture 
card.  And  deliver  it  with 
pushbutton  ease  in  just  45 
seconds. 

The  result?  An  easy-to-mail,  easy-to- 
handle,  easy-to-file,  and  almost  impos- 
sible-to-lose  combination  of  microfilm 


20OO 


and  data-bearing  tab  card. 
There's  no  better  system  for 
compact,  low-cost  dupli- 
cation, storage  and  distri- 
bution of  drawings  and 
specs  to  the  other  side  of 
your  plant,  city,  country  or 
world! 

Let  3M  show  you  the  way. 
Call  your  local  3M  Business  Products 
Center  or  write  Microfilm  Products 
Division,  3M  Co.,  St.  Paul,  MN  55101. 


Better  microfilm      «g  ryi 

systems  start  here...    warn  COMPANY 


The  class  withi 

There's  a  very  special  class  where  Jackie  gets  extra 
help  with  his  reading;  where  Manda  can  practice  her  math 
until  she  understands  it  well;  where  Peter  can  learn  letter  sounds 
at  his  own  speed.  This  unusual  "class"  is  right  inside  their  regular 
classroom  or  learning  center  And  all  this  is  possible  because 
their  school  uses  System80  individualized  instruction. 

The  System80® audio-visual  approach  to  learning  was 
developed  by  Borg-Warner's  Educational  Systems  Division.  Very 
simply  it  teaches  and  reinforces  basic  skills  for  children  who 
need  extra  help-help  that  is  tailored  to  each  child's  needs. 
And  the  wide  range  of  System80  lessons  allows  teachers 
to  provide  this  important  individualized  attention  within  the 
comfortable  context  of  their  regular  programs. 

For  example,  a  teacher  might  assign  a  child  a  System80 
lesson  on  letter  sounds.  As  the  child  works  alone,  at  his  / 
own  speed,  totally  involved  through  sight,  hearing  gt 
and  touch,  the  rest  of  the  class  can  continue  work 
on  other  lessons.  When  the  student  is  through  and 
rejoins  the  class,  the  teacher  uses  System80 
materials  to  measure  his  progress,  assess  weaknesses 
and  assign  further  lessons. 

This  is  serious  education  at  work.  But  to  see  the 
way  children  enjoy  their  System80  lessons  you'd  think  it  was 
child's  play!  No  wonder  it's  become  one  of  the  most  highly 
respected  and  widely  used  audio-visual  instructional  systems 
in  the  country.  And  in  the  class. 

For  more  information  on  this  and  other  Borg-Warner 
contributions  to  education,  please  write  to:  Borg-Wgrner  Edu- 
cational Systems,  600  West  University  Street,  Arlington  Heights, 

Illinois  60004.  SystemSO  is  a  registered  trademark  of  Borg-Warner  Corp. 
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he  class. 


The  Germans  Are  Coming! 
The  Germans  Are  Coming! 

And  so  are  the  Belgians,  British,  Dutch,  French,  Japanese  and 
other  foreign  property  and  casualty  insurance  companies. 

A  STATISTICALLY  MINDED  MAN  might 
wonder  what  all  the  commotion  is  about: 
True,  a  lot  of  foreign  insurance  compa- 
nies have  been  setting  up  shop  in  the 
U.S.  recently,  but  so  far  the  aggregate 
amount  of  business  they  have  been  writ- 
ing has  been  minuscule. 

So  far:  That's  the  key  phrase.  Because 
the  offshore  insurers  show  every  sign  of 
wanting  to  expand  their  U.S.  beach- 
heads to  formidable  size. 

Foreign  entry  into  the  U.S.  insurance 
market  has  been  made  easier  of  late  by 
the  reluctance — caution,  if  you  wish — of 
the  domestic  giants  to  underwrite  all  the 
policies  their  agents  can  sell  covering 
fire,  theft,  malpractice  and  many  another 
type  of  potential  liability.  Much  of  this 
reluctance  stems  from  a  lack  of  capital  to 
support  all  the  new  risk. 

But  whatever  the  cause,  the  fact  that 
companies  like  Aetna  and  Travelers  are 
turning  down  hundreds  of  millions  of 
dollars  in  premiums  lets  offshore  compa- 
nies make  quick  and  easy  inroads. 

To  foreign  insurers,  the  U.S.  has  al- 
ways looked  attractive.  The  market  is 
huge — half  the  world's  fire  and  casualty 
premiums  are  earned  here.  It  also  now 
looks  increasingly  profitable,  after  sever- 
al years  of  a  squeeze  on  margins.  Even  in 
the  industrialized  countries  of  Europe  or 
Asia,  companies  like  to  diversify'  into 
operations  whose  profits  are  earned  in 
dollars  and  whose  reserves  are  accumu- 
lated in  dollars.  And  foreign  companies 
are  further  encouraged  to  invade  the 
U.S.  by  the  rapid  expansion  of  their 
traditional  clients  business  here. 

But  insurance  is  a  poor  traveler.  Cus- 
toms and  practices  differ  markedly  be- 
tween countries:  Insurance  underwrit- 
ing for  a  steel  company  here  and  one  in 
Germany  are  two  very  different  things. 
Where  ,U.S.  insurance  companies  tend 
to  offer  broad  policies  protecting  against 
catastrophes  and  unusual  risks,  the  Ger- 
mans prefer  underwriting  only  for  an- 
ticipated casualty  losses.  Insurance  com- 
pany ownership  by  European  banks  is 
an  added  factor:  European  firms  have 
been  known  to  reject  favorable  insur- 
ance bids  from  U.S.  insurance  compa- 
nies lest  their  bank  relationships  be 
imperiled. 


Insurance  Importers:  American  Inter- 
national Group's  Maurice  Greenberg 
(above)  helps  the  insurance  invasion 
along  by  acting  for  a  clutch  of  foreign 
companies.  By  contrast,  former  INA 
wheel  Frank  Raab  is  heading  a  wholly 
owned  subsidiary  that  German  insur- 
ance giant  Allianz-Versicherungs-AG  is 
setting  up  to  do  business  in  the  U.S. 


In  the  past,  foreign  insurers  have  occa 
sionally  sought  to  enter  the  U.S.  market 
by  acquiring  operations  here.  A  few  have 
been  notably  successful.  Royal-Globe  In- 
surance Cos.,  which  opened  its  first  U.S. 
office  in  1851,  last  year  generated  premi- 
ums here  of  $742  million.  Commercial 
Union  Assurance  Cos.  was  not  far  be- 
hind, setting  up  shop  here  in  1871  and 
enjoying  U.S.  premiums  last  year  of 
$784  million;  the  two  companies  rank 
21st  and  19th,  respectively,  in  size  in 
this  country  by  premium  tally. 

The  two  largest  German  property  in- 
surers used  two  sharply  differing  meth- 
ods to  enter  the  U.S.  in  the  last  year. 
Allianz-Versicherungs-AG,  Germany's 
largest,  established  its  own  independent 
operation.  But  Colonia  Versicherung 
AG,  the  second-largest  German  com- 
pany, joined  four  other  foreign  compa- 
nies in  a  sy  ndicate  managed  by  American 
International  Group,  a  large  U.S.  fire 
and  property  insurer  with  a  unique  in- 
ternational involvement. 

AIG  was  formed  in  1967  by  C.V.  Starr 
of  Hong  Kong,  then  chairman  of  C.V. 
Starr  &  Co.,  to  handle  U.S.  insurance 
company  interests  in  the  Far  East.  Earli- 
er, in  the  late  1960s,  Starr  had  brought 
in  Maurice  R.  (Hank)  Greenberg,  now 
52,  to  try  and  build  some  profit  into  a 
relatively  unimportant  and  costly  domes- 
tic insurance  operation.  Greenberg's 
success  is  attested  to  by  his  appointment 
as  president  of  AIG  at  its  inception.  In 
ten  years  AIG  has  had  over-fivefold 
growth  in  new  premiums  earned,  to 
$836  million,  plus  an  over-sixfold  earn- 
ings growth  to  $3.88  per  share  last  year. 
AIG  stock  now  trades  over  the  counter  at 
11.6  times  earnings,  vs.  an  industry  av- 
erage of  some  eight  times. 

With  AIG's  new  North  American 
Managers  subsidiary,  Greenberg  aims 
to  double  back  and  help  foreign  insurers 
develop  a  U.S.  presence.  NAM  now 
represents  five  foreign  companies,  in- 
cluding Germany's  Colonia,  with  $665 
million  assets;  Tokyo's  Nichido  Fire  & 
Marine  Insurance,  with  $957  million; 
Belgian  General  Insurance,  with  $311 
million;  Italy  s  Societa  Assicuratrice  In- 
dustrial, a  former  FIAT  affiliate  with 
$599  million  in  assets;  and  New  Zea- 
land's South  British  Insurance  Co.,  with 
$308  million. 

Each  of  these  has  contributed  at  least 
$5  million  in  capital  to  NAM,  while  an- 
other two  or  three  prospective  partners 
should  bring  the  total  above  $35  million. 
The  arrangement  is  that  AIG  finds  the 
underwriting  business;  the  NAM  compa- 
nies share  equally  in  the  coverage  after 
AIG  has  placed  at  least  25%  of  the  cover- 
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age  with  its  own  domestic  subsidiary; 
and  AIG  gets  a  fee  of  up  to  7.5%. 

Greenberg  thinks  the  NAM  pool  will 
do  well,  partly  because  it  helps  foreign 
insurers  break  into  a  market  they  do  not 
understand  well  and  partly  because  the 
NAM  partners  have  an  edge  in  going 
after  foreign  company  business  here: 
"Foreign  businessmen  in  the  U.S.  are 
often  more  comfortable  doing  business 
with  an  insurance  company  from  their 
own  country.'  The  U.S.  insurance  in- 
dustry, he  adds,  "is  strewn  with  foreign 
companies  that  have  opened  branches 
here,  have  not  understood  American  sys- 
tems and  have  gotten  nowhere.  Often 
the  foreign  companies  entered  the  U.S. 
by  buying  a  domestic  company  that  was 
available  mainly  because  it  was  already 
in  trouble. 

In  sharp  contrast,  West  Germany's  $8- 
billion-assets  Allianz  AG — its  $3.1  billion 
of  premium  income  last  year  exceeded 
Aetna's  casualty  and  property  premiums 
and  was  only  a  trifle  below  Allstate's  $3.2 
billion — started  its  U.S.  operation  virtu- 
ally from  scratch  by  buying  New  York- 
chartered  General  Fire  &  Casualty  Co. 
last  September  and  then  moving  the 
company  headquarters  to  Los  Angeles. 
By  putting  up  $25  million  in  capital  and 
surplus,  Allianz  laid  the  basis  for  $50 
million  to  $100  million  of  property  and 
liability     insurance    premiums  yearly 


when  the  new  venture  is  in  full  swing  in 
perhaps  five  years. 

Frank  Raab,  56,  executive  vice  presi- 
dent of  INA  Corp.  who  left  in  early  1976 
amid  a  major  management  shuffle  to  take 
charge  of  the  new  operation,  insists  he  is 
delighted  with  the  change:  "It  was  the 
opportunity  of  a  lifetime.  I'd  always 
wanted  to  start  an  insurance  company 
and  build  it  the  way  I  wanted." 


What's  his  way?  To  start  slowly  by 
going  after  medium-sized  businesses, 
avoiding  potentially  costly  personal  auto 
and  home  policies  as  well  as  extremely 
competitive  big-company  coverage. 
Raab  chose  California  as  a  base  because 
over  12%  of  all  insurance  business  origi- 
nates there,  vs.  11%  in  New  York,  and 
also  because  of  its  potential:  This  is  the 
biggest  population,  the  biggest  industry 
and  biggest  farming  state.  It  is  not  a  big 
insurance  center,  and  there  is  little  com- 
petition for  staff."  His  company's  policies 
are  now  concentrated  there,  and  it  will 
be  some  time  before  they  are  written 
nationwide.  "We  will  hold  premium  in- 


come down  to  $16  million  this  year," 
says  Raab.  "We  could  write  $200  million 
the  way  brokers  are  approaching  us,  but 
we  want  to  expand  slowly.  " 

Of  course,  a  company  can  try  one  way 
and  then  switch.  Tokio  Marine  &  Fire 
Insurance,  Japan's  largest  casualty  com- 
pany, had  worked  with  a  Continental 
Corp.  subsidiary  since  1955.  But  this 
year  it  formed  its  own  subsidiary,  Tokio 


Marine  Management,  to  operate  an 
autonomous  U.S.  underwriting  facility. 

These  foreign  operations,  mostly 
small,  pose  little  threat  to  domestic  un- 
derwriters today.  But  over  time  their 
growth  could  well  cut  into  the  expansion 
plans  of  domestic  insurers.  "In  the  long 
run,"  says  Joseph  Dowling  of  Drexel 
Burnham,  "I  think  we'll  be  seeing  some 
new  names  in  the  insurance  industry." 

This,  he  adds,  is  not  just  a  question  of 
foreign  invasion:  "The  underwriting 
market  is  amorphous  now.  Anyone  who 
wants  to  organize  and  put  together  a 
superior  staff — American  or  foreign — 
can  take  a  hell  of  a  piece  of  it.  ■ 


".  .  .  The  U.S.  insurance  industry  is  strewn  with  foreign 
companies  that  have  opened  branches  here,  have  not  under- 
stood American  systems  and  have  gotten  nowhere  .  . ." 
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The  Quiet  One 

A.G.  Edwards  is  based  in  St.  Louis. 
It  isn't  flashy  or  prestigious.  .  .just 
the  nation's  most  profitable  brokerage  house. 


Five  years  ago,  propelled  by  a  favor- 
able nod  from  regulators  and  a  booming 
stock  market,  a  bevy  of  big-name  broker- 
age houses  went  public.  Retail  giants  like 
Bache,  E.F.  Hutton  and  Merrill  Lynch 
made  the  ownership  switch  along  with 
specialized  outfits  like  Donaldson,  Luf- 
kin  &  Jenrette  and  Weeden  &  Co.  So 
far,  however,  the  securities  business  has 
been  a  poor  investment.  Shares  in  seven 
of  the  eight  member  firms  listed  on  the 
New  York  Stock  Exchange  now  sell  be- 
low their  initial  offering  prices. 

The  lone  exception  is  A.G.  Edwards  & 
Sons,  one  of  the  industry's  fastest-grow- 
ing and  most  successful  firms.  Adjusted 
for  two  splits,  its  stock  came  out  at  $9.50 
a  share;  now  it  trades  at  $12  and  offers  a 
7%  yield.  Edwards  is  today  the  nation's 
seventh-largest  brokerage  network  with 
114  offices  ranging  from  Cape  Cod  to 
Salt  Lake  City.  But  it  doesn't  run  thun- 
dering herds  across  the  U.S.'  television 
screens.  It  doesn  t  employ  high-priced 
analysts  whose  raised  eyebrows  can 
make  a  stock's  price  tumble.  Nor  does  it 
bother  much  with  the  prestige  of  invest- 
ment banking  or  the  risks  of  bond 
trading. 

Edwards  just  makes  money.  On  $77 
million  in  revenues  this  fiscal  year,  it 
netted  $6  million.  Its  five-year  return  on 
equity  of  17%  is  the  highest  of  any  pub- 
licly held  brokerage  house  and  nearly 
half  again  as  good  as  giant  Merrill  Lynch. 
In  an  industry  where  one-third  of  all 
firms  now  operate  at  a  loss,  Edwards 
regularly  posts  aftertax  margins  of  8%. 
Such  profitability  has  increased  its  cap- 
ital nearly  tenfold  over  the  past  decade, 
making  Edwards  one  of  the  least  lever- 
aged U.S.  stockbrokers. 

In  the  mid-Sixties  things  were  very 
different.  Based  in  St.  Louis,  Edwards 
was  a  middle-sized  regional  operation 
known  largely  as  a  peddler  of  over-the- 
counter  stocks.  Though  it  was  founded  in 
1887,  Edwards  didn't  even  cater  to  the 
Missouri  carriage  trade.  When  fourth- 
generation  Ben  Edwards  took  over  the 
family  business  in  1966,  he  was  just  33. 
The  firm's  prospects  were  hardly  bright. 

Some  hard  thinking,  however,  gave 
young  Edwards  something  that  many  of 
his  then  better  known  but  now  defunct 
competitors  lacked — a  sense  of  direc- 
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tion.  "We  couldn't  do  every  thing,  so  we 
decided  to  concentrate  on  handling  retail 
business  through  branches,"  he  explains 

As  a  result,  Edwards  worked  to  beef  up 
its  back  office  rather  than  chasing  after 
institutional  customers.  Instead,  Ed- 
wards moved  into  the  suburbs  and  smaller 
towns — places  where  its  brokers  wanted 
to  live.  Other  firms  rushed  to  get  footholds 
on  Florida  s  east  coast,  flush  with  well-off 
retirees.  Edwards  planted  11  branches  on 
Florida's  west  coast,  in  places  like  Dune- 
din,  Holiday  and  Venice.  Customers 
there  weren't  so  rich,  but  often  Edwards 
was  the  only  broker  in  town. 

When  fixed  commissions  were  elimi- 
nated in  1975,  brokerage  revenues  for 
big  trades  soon  dropped  by  40%,  and 
Edwards  strategy  seemed  brilliant  be- 
cause retail  rates  stayed  high.  "Most 
people  were  relying  on  institutional 
business  to  carry  their  retail  operations, 
and  suddenly  the  relationship  was  re- 
versed,' says  Edwards.  His  firm,  of 
course,  didn't  have  to  shift  gears.  It  had 
aimed  for  the  little  guy  all  along. 

Much  of  Edwards'  profitability  stems 
from  being  outside  high-priced  New 
York.  St.  Louis  salaries  are  lower,  corn- 


Nothing  Big:  Ben  Edwards  sells 
to  the  little  guy— and  beats 
Wall  Street  at  its  own  game. 


petition  for  key  people  isn't  as  stiff,  and 
doing  business  requires  fewer  frills  Hot 
do^s,  for  example,  were  a  recent  plat  du 
jour  in  its  nonpaneled  executive  dining 
room.  Such  attention  to  overhead  kept 
Edwards'  nonsales  stall  constant  over  the 
past  five  y  ears  though  revenues  doubled. 

Few  Edwards  branches  have  over  15 
brokers,  about  half  the  size  of  typical 
wire  house  offices.  Still,  its  833  custom- 
ers' men  average  a  respectable  $60, (XX) 
in  annual  commissions.  That  is  below 
productivity  leader  E.F.  Hutton  s 
$74,000  per  man,  but  better  than  com- 
petitors like  Paine  Webber  and  Rey- 
nolds. "We  attract  guys  who  like  contin- 
ual prospecting  rather  than  doing  lots  of 
trading  with  a  fixed  base  of  customers," 
says  Executive  Vice  President  Ray  Kal- 
inowski.  Many  clients  are  retirees  who 
make  only  a  few  trades  to  keep  their 
estates  in  order,  and  the  firm  emphasizes 
income-producing  stocks,  tax-exempt 
bonds  and  mutual  funds  rather  than  op- 
tions or  commodity  trading.  Edwards' 
low  overhead  keeps  brokers  happy  be- 
cause it  lets  them  keep  a  higher  share  of 
each  commission  dollar — typically  36%, 
vs.  27%  at  most  larger  firms. 

So  far,  the  rewards  for  Edwards'  suc- 
cess haven't  been  great.  Its  own  stock — 
about  half  of  which  is  owned  by  officers 
and  employees — trades  at  a  multiple  of 
four  times  earnings  and  at  a  discount 
from  book  value.  That  reflects  vulner- 
ability to  rate-cutting,  disruption  that  a 
switch  from  exchange  trading  to  a  nation- 
al market  may  produce,  and  Wall 
Street's  general  malaise. 

Those  are  general  problems,  however, 
and  other  brokerage  firms  are  diversify- 
ing to  blunt  their  impact.  Merrill  Ly  nch 
aims  to  become  a  financial  supermarket; 
Oppenheimer  is  snapping  up  shares  in 
companies  with  nonrelated  businesses. 
But  conservative  Ben  Edwards,  who  still 
looks  boy  ish  at  45,  is  sticking  to  his  origi- 
nal inclinations:  "We're  generating  cap- 
ital faster  than  we  can  use  it,  so  we've  got 
a  cushion  if  a  stockbroker's  version  of  the 
oldtime  gas  wars  develops.  Then,  when 
some  of  these  other  firms  decide  which 
direction  they  want  to  go,  maybe  we  can 
buy  some  of  their  branches. 

Perhaps  Edwards  greatest  strength  is 
that  it  is  a  low-cost  producer  in  a  high- 
cost  business.  This  enables  it  to  ride 
relatively  unscathed  through  the  hard 
times  that  are  inevitable  for  brokerage 
firms.  Case  in  point:  For  the  first  two 
quarters  of  this  y  ear,  a  tough  time  for  the 
securities  industry,  Edwards  earned  $2  a 
share,  down  20%  from  1976.  Among  its 
bigger  competitors,  comparable  declines 
averaged  60%.  ■ 
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If  your  company  is  growing, 
but  your  insurance  isn't, 
that's  un-American. 

An  active,  growing  business  changes  constantly -and  insurance  protec- 
tion that  doesn't  change  with  it  breeds  problems. 

Our  constant  concern  is  making  sure  our  employee  benefit  programs 
are  functional  and  flexible. 

We  try  to  stay  two  hops  ahead  of  all  your  insurance  requirements. 
That's  the  American  way,  the  American  Mutual  way. 


American 
Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

Wc  want  to  keep  you  safe,  and  sound. 


The  Supermarkets 
Versus  The  Drugstores 

Food  and  drug  retailers  are  increasingly  treading 
the  same  turf.  Druggists  are  likely  to  get  stepped  on. 


In  1975  Pay  Less  Drug  Stores  North- 
west, a  $247-million-sales  chain  based  in 
Portland,  Ore.,  decided  to  invade  the 
promising  Denver,  Colo,  market.  The 
company's  advertising  department  laid 
plans  for  an  expensive  media  blitz.  Ev- 
erything was  set  to  go,  says  Pay  Less 
President  Edward  Hart,  until  one  month 
before  the  grand  opening  of  the  first 
Denver  store.  "Safeway,  King  Soopers, 
and  K  mart  started  a  nice  price  war," 
says  Hart  dolefully.  "And  I  mean  a  real 
one.  They  took  everything  down  to 
cost."  Within  a  year,  Pay  Less  had  aban- 
doned the  Denver  field. 

Safeway  and  King  Soopers,  of  course, 
are  supermarket  chains,  not  drugstore 
chains,  but  these  two  kinds  of  retailers 
are  increasingly  finding  themselves 
locked  in  brutal  competition  of  late.  Rea- 
son: Supermarkets,  whose  food  volume 
is  stagnant,  thanks  in  part  to  the  tenden- 
cy of  more  and  more  Americans  to  dine 
out  at  the  likes  of  McDonald  s  and  Burg- 
er King,  are  increasingly  branching  out 
into  higher-margined  nonfood  categor- 
ies— every  thing  from  plants  to  classical 
records.  Many  are  expanding  their 
health-and-beauty -aid  departments  to 
the  size  of  medium-sized  drugstores.  In 
some  cases,  they  are  adding  pharmacies. 
In  1976,  2%  of  all  food  stores  contained 
pharmacies,  but  one  industry  source  es- 
timates that  nearly  10%  of  all  new  super- 
markets have  them. 

Of  course,  drugstores  themselves  nev- 
er hesitated  about  venturing  into  others 
territories.  They  have  long  carried  gen- 
eral merchandise  lines — including,  in 
many  instances,  food.  Of  Walgreen  Co.  s 
1976  sales,  63%  was  in  items  other  than 
drugs  and  health-and-beauty  aids.  Rec- 
ognizing the  potent  appeal  of  "one-stop 
shopping,"  some  drugstore  chains  have 
joined  forces  with  supermarkets  to  estab- 
lish "combination"  supermarket-phar- 
macy stores.  Skaggs  Cos.,  Inc.  and  Al- 
bertson's supermarkets  are  the  most 
notable  examples  (Forbes,  May  15);  an- 
other is  Walgreen  Drug  and  St.  Louis- 
based  Schnucks  Markets,  Inc.  Several 
supermarket  chains  have  recently  built 
large  numbers  of  "combination"  stores 
on  their  own,  or  have  added  pharmacies 
to  remodeled  grocery  stores.  Among 
them:  Washington,  D.C.'s  Giant  Food 
Inc.,  New  Jersey  s  Supermarkets  Gener- 
al Corp.  (parent  of  Pathmark  Supermar- 
kets) and  Chicago's  Jewel  Food  Stores. 
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Their  efforts  have  started  to  pay  off. 
According  to  A.C.  Nielsen  figures,  for 
example,  food  store  sales  of  headache 
remedies  were  up  11%  in  1976,  vs.  a 
gain  of  4%  for  drugstores;  mouthwash  up 
10%  in  food  stores,  vs.  4%  in  drugstores; 
shampoo  up  13%  in  food  stores,  vs.  a 
drugstore  gain  of  6%.  In  all  those  cate- 
gories, food  stores  already  had  the  lion's 
share  of  the  market,  so  those  gains  didn't 
come  off  a  small  base. 

Alex  Grass,  chairman  of  Shiremans- 
town,  Pa.'s  Rite  Aid  Corp.  drugstore 
chain  (Forbes,  Sept.  i),  is  unperturbed 
by  these  figures.  "There  is  no  question 
that  supermarkets  today  sell  more  tooth- 
paste, more  shampoo,  more  deodorants 
than  drugstores,"  he  says.  "But  when  the 
merchandise  line  becomes  more  selec- 


tive, when  it  involves  the  slower-veloc-l 
ity-type  items  [such  as  cosmetics],  the 
consumer  looks  to  the  drugstore  for  the 
full  variety." 

But  as  Glenn  Snyder,  an  editor  ai 
Progressive  Grocer  who  follows  the  non- 
food area,  says:  "Every  year  consumers 
are  more  aware  that  the  supermarkets 
carry  this  sort  of  merchandise,  and  thai) 
the  price  is  right.  Why  the  hell  would! 
you  go  chasing  around  for  a  tube  ol 
toothpaste?"  Snyder  adds  that  with  pre- 
scription drug  advertising  now  legalized,, 
thanks  to  a  landmark  1976  U.S.  Supreme 
Court  decision,  the  supermarkets  have 
an  even  better  opportunity  to  lure  cus-j 
tomers  away. 

Some  drug  chains  admit  that  they  aref 
feeling  a  bit  of  a  pinch.  In  San  Francis- 
co, Pay  Less  Drug  Stores  noted  in  itsl 
1976  annual  report  that  earnings  had! 
been  held  down  by  price  wars  ragingl 
among  supermarkets  in  Southern  Cafl 
fornia.  In  Alexandria,  Va.,  near  Wash- 
ington, a  Peoples'  Drug  executive  says 
that  Giant  Food's  pharmacies  haven't 
hurt  Peoples'  sales,  but  that  Giant! 
sometimes  "locks  us  out  of  an  area  that 
wed  like  to  be  in.  In  Reston,  Va.,  for 
instance,  there's  a  shopping  center  that 
would   make  a  tremendous  drugstore 


At  l1/^  per  word, 

it  pays 

to  call  overseas. 

□  To  communicate  instantly,  yet  economically.  Telephoning 
Europe  gives  you  an  average  500  words  per  three-minute 
conversation  at  $6.75  plus  tax— or  less  than  \Vi$  per  word. 

□  To  get  the  jump  on  the  competition. 

□  To  influence  the  situation  by  personally  talking  with  the 
other  party. 

□  To  buy  time. 

□  To  conserve  your  own  time. 

□  To  get  a  quick  response  from  the  other  party. 

□  To  soive  the  problem  with  a  single  communication, 
avoiding  follow-up  requests  for  clarification  and  other  delays. 

□  To  find  out  where  you  stand  with  someone. 

□  To  provide  a  chance  for  discussion  to  help  achieve  your 
objective  quickly. 

□  To  overcome  unexpected  obstacles  by  improvising  on-the- 
spot  solutions. 

□  To  free-up  stenographers,  typists  and  part-time  communi- 
cations room  personnel  normally  involved  in  written 
communiques. 

□  To  discuss  confidential  matters  you'd  rather  not  put  in 
writing. 

□  To  "fish"  for  extra  sales  possibilities  from  a  customer, 
hidden  dissatisfaction,  possible  competitive  inroads,  new 
sales  leads,  intracompany  morale  problems,  etc. 

□  To  impress  someone. 

□  To  add  a  personal  touch  to  the  transaction.  To  let  the 
warm,  friendly  "you"  shine  through,  sometimes  difficult  in 
written  communications  which  tend  to  be  overly  formal. 

Call  overseas, 
voice  makes  the  difference* 

@  Bell  System 


IN  TRUCK  RENTING  AND  LEASING . . . 

Watch  for  this  new 
symbol  of  local  service 
coast  to  coast!  A 


NationaLease..  one  of  the  oldest  names 
in  full-service  truck  leasing. ..has  a 
new  symbol.  This  red,  white  and  blue 
emblem  now  represents  the  National 
Truck  Leasing  System. ..which  helped 
pioneer  this  growth  industry  under  the 
name  of  NationaLease,  starting  in  1944. 

But  it  is  truck  leasing  with  a  differ- 
ence, with  local,  regional  or  national 
service  backed  up  by  local  ownership! 
NationaLease  affiliates  have  long-term 
relationships  with  many  of  their  full- 
service  leasing  customers.  There  is 
local  attention  to  your  special  needs... 
owners  are  there  when  you  need  them 
...and  they  are  available  for  quick 
decisions  affecting  your  transportation 
requirements.  Your  nearby  NationaLease 
affiliate  is  a  local  businessman  who 
custom-tailors  each  lease  to  your 


specifications... yet  is  part  of  a  network 
of  over  200  service  centers  operating 
more  than  35,000  trucks  and  tractors 
throughout  the  U.S.  and  Canada. 

Watch  for  this  new  symbol  of  local 
service  ..coast  to  coast. 


NationaLease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive,  Chicago,  III  60606 
For  nearest  affiliate  call  collect  312-782-2991 


site.  But  Giant  went  in  with  an  excluj 
sive  on  pharmacy." 

The  drugstores  most  vulnerable  to  th» 
supermarket    invasion    are  "bantam' 
stores  like  those  of  Rite  Aid  and  Cleve 
land's  Revco  D.S.  Inc.,  chains  with  small 
stores  oriented   almost  exclusively  tdl 
health-and-beauty  aids,  rather  than  thel 
larger  "super"  drugstores,  which  containl 
great  varieties  of  merchandise.  "The  suJ 
permarket  competition,  when  it  gets  agJ 
gressive,    is   most   aggressive   in  thq 
health-and-beauty-aids  area,"  says  one 
industry  analyst.  "So  [the  bantams]  are 
running  an  exposure  against  a  large  part 
of  their  mix. 

Rite  Aid's  Alex  Grass  retorts  that  the 
drugstore  business  is  a  different  business 
than  groceries,  where  tonnage  and  rapid 
turnover  are  the  essential  ingredients.  "I 
don't  think  that  the  management  of  the 
food  chains  have  the  experience  or 
knowledge  that  it  takes  to  successfully 
run  a  drugstore  chain,"  he  says.  Other 
champions  of  the  drugstores  cite  the  ex- 
ample of  Safeway  ,  which  tried  pharma- 


".  .  .  Why  the  hell  would 
you  go  chasing  around  for 
a  tube  of  toothpaste?  . . ." 

cies  and  drugstore  merchandise  in  a 
number  of  stores  in  the  mid-1960s  and 
abandoned  the  program  after  losing  bad- 
ly at  it.  Says  Roy  Garofalo  of  Kuhn  Loeb: 
"You  can  expect  to  be  writing  in  a  couple 
of  years  about  how  the  supermarkets  fell 
flat  on  their  faces  by  expanding  into  a 
business  that  they  knew  very  little 
about." 

Maybe  so,  but  Progressive  Grocer's 
Snyder  points  out  that  supermarketers 
are  becoming  more  professional  at  non- 
foods  every  year.  One  example:  Great 
Atlantic  &  Pacific  Tea  Co.,  which  recent- 
ly hired  several  skilled  veterans  of  the 
highly  successful  Skaggs-Albertson's 
stores  to  run  its  fledgling  venture  into 
supermarket-pharmacies. 

Even  if  some  supermarkets  don't 
make  enormous  profits  out  of  their  new 
merchandise,  the  fact  is  that  they  will 
steal  sales  away  from  the  drugstores.  As 
the  supermarkets  flex  their  muscles,  the 
big  drug  chains — including  bantam-ori- 
ented Rite  Aid  and  Revco — will  probably 
be  hurt  less  than  the  independent  drug- 
stores, which  represent  about  two-thirds 
of  all  drugstore  volume.  Because  of  their 
high  cost  structure,  says  Garofalo  of 
Kuhn  Loeb,  "the  independents'  ability 
to  lose  market  share  is  infinitely  greater 
than  the  chains';  so  I  think  that  there's 
room  for  both  the  drug  chains  and  the 
supermarkets  to  increase  market  share  at 
the  same  time.  Sounds  like  the  old  sto- 
ry: When  elephants  fight,  the  ants  get 
trampled.  But  some  small  elephants  can 
get  bruised,  too.  ■ 
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Land  to  stir  your  spirit... 
land  to  feed  your  soul 

Jince  the  beginning  of  recorded  time,  a  hidden  mountain 
'alley  in  the  southern  Colorado  Rockies  has  awaited  its 
iiscovery  by  the  very  special  people  who  will  one  day 
:all  it  home. 

-hinting  ground  of  Indians  .  .  .  holy  ground  of  Conquista- 
lores  ...  so  few  owners  have  held  this  beautiful  Eden  since 
he  dawn  of  creation  that  it  remains  today  much  as  it  did 
vhen  first  touched  by  the  hand  of  God. 
Ve  call  it  Forbes  Park. 

Tive  years  ago,  the  publishers  of  Forbes  Magazine  began 
•ffering  for  sale  a  section  of  their  260-  square  mile  Trinchera 
tanch  in  five-acre  parcels  called  Sangre  de  Cristo  Ranches, 
dore  than  90%  of  that  land  has  been  purchased  to  date, 
ind  the  success  of  the  operation  exceeded  all  expectations, 
demote  from  that  land  and  deep  in  the  heart  of  the  Forbes 
rrinchera  Ranch  is  a  spectacular  alpine  valley  rivaling 
egendary  Shangri-La.  Because  it  has  remained  so 
naccessible  over  the  centuries,  this  unspoiled  haven  has 
scaped  the  habitation  of  man. 

>Iow  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
lanches  Inc.,  is  inviting  people  who  have  a  special  apprecia- 
ion  for  the  beauty  of  nature,  and  who  want  more  out  of 
ife,  to  acquire  land  in  this  awesome  Eden  at  cash  prices 
anging  from  $3,500  to  $1 2,000.  Easy  credit  terms  available. 
7orbes  Park  will  be  a  completely  private  area  surrounded 
iy  the  San  Isabel  National  Forest  and  the  rangelands  of  the 
rrinchera  Ranch.  It  will  be  accessible  year-round  through 
.  main  gate  restricting  entrance  to  owners  and  their  guests, 
iunting  will  not  be  permitted  in  this  peaceable  kingdom. 
»ut  many  sports  and  recreational  areas  will  be  available 
m  the  vast  common  acreage. 

itarting  immediately,  you  may  purchase  one  or  more 
elected  acres  for  a  mountain  homesite  where  you  will 
hare  with  your  Forbes  Park  neighbors  the  ownership  of  an 
dditional  485  acres  of  common  lands,  plus  the  control  of 
nother  4,100  acres  of  ponds,  streams,  woods,  meadows 
nd  other  recreational  areas  set  aside  for  the  exclusive 
njoyment  of  the  owners  for  all  time. 

Ibtain  the  HUD  Property  Report  from  developer  and  read  it 
iefore  signing  anything.  HUD  neither  approves  the  merits  of 
he  offering  nor  the  value,  if  any,  of  the  property. 

'of  an  offer  or  solicitation  in  those  states  where  the  property  is  not  registered 


Development  of 
Sangre  de  Cristo  Ranches  Inc. 


For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park,  Box  303,  Fort  Garland, 
Colorado  81133. 
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FORBES  PARK 
Box  303,  Fort  Garland,  Colorado  81133 

Name  


0977 


Address . 


City. 


-State. 


-Zip- 


Telephone. 


Preferences:  □  $3,500      □  $5,000      □  Higher 


A  statement  and  offering  statement  has  been  filed  with  the  Sec  ret 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap-  i 
proval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  j 
the  merits  of  such  offering.  A  copy  of  the  offering  statemem  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA76-775 


TODAY,  IT  MAKES 
SENSE  TO  SELL 
AIR  CONDITIONERS 
THAT  RUN 
ALL  WINTER. 


HEATING  CYCLE  [n  winter,  the  he 
pump  works  like  an  air  conditioner 
reverse,  extracting  heat  that's  prese; 


They're  called  heat  pump  air 
conditioners  and  their  time  has 
come.  Because  heat  pumps  cool 
efficiently  in  summer  and  provide 
heat  without  your  burning  oil  or 
gas  in  winter. 

No  wonder  heat  pump  sales 
have  jumped  150%  since  1973.  And 
they're  expected  to  triple  in  the 
next  five  years. 

As  the  world's  leading  maker  of 
air  conditioners,  we  like  those  odds. 
In  fact,  we're  putting  our  biggest 
marketing  effort  ever  behind  Carrier 
Corporation's  heat  pumps  —  sold 
under  the  Carrier,  Bryant,  Day  & 
Night  and  Payne  brand  names. 
And  we've  stepped  up  our  pro- 
gram to  train  the  people  who  sell, 
install  and  service  them  worldwide. 

It's  a  safe  bet  for  Carrier.  Unlike 
most  of  our  competitors,  we've 
been  making  and  perfecting  heat 
pumps  since  1932.  And  we  have 
the  distributors,  dealers  and  service 
to  back  our  good  name. 


COOLING  CYCLE  In  summer,  the  hea 
pump  works  like  a  conventional  ai 
conditioner.  Refrigerant  in  the  indoc 

What  we're  doing  with  heai 
pumps  gives  you  an  idea  of  ho 
think.  At  Carrier  Corporation, 
deal  with  energy  ideas  the  wor 
can  use.  Ideas  that  are  at  work 
gas,  oil  and  petrochemical  proc 
tion;  refrigeration  for  nuclear 
power,  food  processing  and  tra 
port;  waste  handling;  electronii 
and,  of  course,  the  widest  rangj 


en  in  cold  winter  air.  The  heat  is  absorbed  by  refrigerant  in  the  outdoor  coils  (A).  The  compressor  (B)  pressurizes  the 
Tigerant  and  sends  it  to  the  indoor  coils  (C),  where  it  gives  up  its  heat  to  the  air  which  is  circulated  through  the  house  by 
an  (D).  The  refrigerant  then  flows  outside  and  the  cycle  repeats.  (Diagram  represents  typical  heat  pump  operation. ) 


coils  (A)  absorbs  heat  from  the  air  inside  the  house  and  the  fan  (B)  circulates  the  cooled  air.  The  compressor  (C) 
then  pressurizes  the  refrigerant  and  sends  it  to  the  outdoor  coils  (D),  where  it  gives  up  its  heat  to  the  surrounding  air, 
and  the  cycle  repeats. 


^-efficiency  heating  and 
g  equipment  for  residential, 
tercial  and  industrial  uses, 
n  separate  divisions,  operating 
countries,  serving  hundreds 
rkets. 

ve  built  a  strong,  growing 
ess  by  helping  to  expand  the 
's  supply  of  energy  and  by 
lg  people  to  use  it  more  effi- 


ciently. So  even  when  we  bet  on  a 
market  as  promising  as  heat  pumps, 
we  think  it  makes  sense  to  hold 
all  the  aces. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse.  N  Y  13201 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT  WORK. 


The  Little  Engine 
That  Coins  Money 

It  had  only  one  cylinder,  but  it  powered 
Briggs  &  Stratton's  rise  to  eminent  profitability. 


"If  I  could  turn  back  the  clock  a  year  and 
a  half,  I  certainly  would,"  says  soft-spok- 
en Frederick  Stratton  Jr.,  38,  new  presi- 
dent of  Wauwatosa,  Wis. -based  Briggs  & 
Stratton  Corp.  and  grandson  of  Harry 
Stratton,  co-founder  with  Stephen 
Briggs.  It  has  been  a  tough  period  for 
young  Stratton.  First  his  father,  Freder- 
ick Sr.,  Briggs  &  Stratton's  chairman, 
died,  and  then,  last  August,  the  com- 
pany's president,  Vincent  Shiely.  Young 
Fred,  a  Stanford  M.B.A.  and  formerly 
with  Milwaukee  brokerage  house  Bobert 
W.  Baird,  who  joined  the  company  only 
in  1973,  suddenly  found  himself  in 
charge.  Fortunately,  the  new  president 
can  lean  for  experience  on  82-year-old 
Lawrence  Begner,  who  joined  the  com- 
pany in  1918,  and  now  is  chairman. 

Fortunately,  too,  Stratton's  predeces- 
sors left  behind  a  wonderfully  function- 
ing company.  Briggs  &  Stratton  turns 
out  single-cylinder,  four-cycle,  air- 
cooled  two-to-16  horsepower  gasoline 
engines  like  nobody  else  in  the  world; 
last  year  alone  it  made  6.5  million  of 
them  for  use  in  power  lawn  mowers  and 
small  industrial  equipment  like  pumps 
on  construction  sites.  It  has  50%  of  the 
world  market  for  these  small  engines.  It 
also  knows  how  to  make  automobile 
locks  better  than  almost  anyone  else  and 
is  the  world's  largest  maker  of  this  staple 
item — with  40%  of  the  U.S  market. 

On  record  sales  of  $389  million  last 
year,  B&S  earned  $33.4  million — not 
many  companies  earn  8.5%  net  on  sales 
these  days  and  24%  on  equity!  It  hasn't 
had  a  penny  of  long-term  debt  since 
1925,  even  after  financing  a  recent  $60- 
million  expansion  entirely  from  retained 
earnings. 

If  B&S  has  a  weakness,  it  is  that  95%  of 
its  engines  are  concentrated  in  the  lower- 
horsepower  ranges — most  for  use  in 
walk-behind  power  lawn  mowers.  That 
business  is  80%  replacement  these  days; 
long-term  growth  is  only  4%.  Growing 
twice  again  as  fast  are  the  lower-volume 
riding  lawn  mowers  and  garden  tractors, 
the  newest  between  eight  and  16  horse- 
power and  getting  larger  by  the  year. 

To  get  more  of  this  market,  B&S  this 
month  will  ship  its  first  twin-cylinder  16- 


horsepower  aluminum  engine  from  its 
main  Wauwatosa  plant.  For  powering 
anything  above  16  horsepower,  a  second 
cylinder  design  is  superior.  Competitor 
Onan  (a  division  of  Studebaker-Worth- 
ington)  is  already  on  the  market  with  a 
twin  of  its  own,  and  Kohler  will  be  out 
with  one  soon.  But  by  getting  economies 
of  scale  from  its  large  production  runs  (it 
turns  out  a  total  of  30,000  engines  a  day), 
B&S'  entry  will  cost  only  $228,  roughly 
$70  less  than  Onan  and  $40  less  than  its 
own  single-cylinder,  cast-iron  16-horse- 
power  equivalent.  Analyst  Nassos  Mi- 
chas  of  Merrill  Lynch  doesn  t  think  the 
competition  has  much  of  a  chance; 
"Briggs  &  Stratton  is  going  to  wipe  them 
out,"  he  says. 

Starting  with  the  1979  models,  all 
General  Motors  cars  will  have  B&S  locks 
in  them.  B&S  has  long  made  all  Ameri- 
can Motors  locks,  has  been  the  leading 
outside  supplier  to  Ford  and  Chrysler 
and  the  only  outside  supplier  to  GM. 
Although  GM  refuses  to  comment,  it 
recently  decided  to  get  out  of  the  lock 
business,  probably  because  its  costs 
were  too  high  and  it  needed  space  at  its 
Bochester  Products  division  plant 
(where  GM  has  made  all  its  locks)  to  turn 
out  more  carburetors. 

At  GM's  request  last  spring  B&S  made 
two  bids  for  the  lock  business:  one  based 
on  50%;  the  other  for  100%.  GM  took 
the  100%,  but  insisted  that  B&S  add  a 
second  plant  to  its  existing  one  in  Mil- 
waukee County,  not  wanting  to  be  de- 
pendent on  only  one  plant  for  all  its  lock 
needs.  B&S  bought  one  in  Perry,  Ga. — 
the  first  time  B&S  will  manufacture  out- 
side Milwaukee  County.  Startup  will 
cost  $7  million. 

The  GM  contract  will  increase  B&S' 
$30-million  auto  lock  business  by  as 
much  as  75%,  but  profits — -which  won't 
reach  the  bottom  line  until  fiscal  1979 — 
will  be  below  historic  margins.  "In  order 
to  get  the  100%,  we  had  to  give  them 
price  concessions,"  explains  Stratton. 
"But  we  bought  a  262,000-square-foot 
plant  in  Georgia  with  the  knowledge  that 
the  GM  business  alone  wouldn  t  fill  it 
up."  Stratton  is  talking  to  Volkswagen 
and  other  European  carmakers,  and  is 
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Stratton  Of  Briggs  &  Stratton:  Run- 
ning the  company  the  way  his 
grandfather  would  have  approved. 


eyeing  the  Japanese  as  potential  custom- 
ers for  the  additional  capacity.  With  GM 
covering  the  new  plant's  overhead,  B&S 
will  be  beautifully  in  the  black  if  it  can 
bring  in  some  additional  business. 

Further  down  the  road,  Briggs  & 
Stratton  will  be  able  to  take  its  new  twin- 
cylinder  engine  higher — up  to,  say,  20  or 
25  horsepower — and  open  up  whole  new 
markets  in  industrial  and  agricultural 
products.  But  don't  expect  the  company 
to  rush  in.  "There  is  always  a  next  step, " 
says  Fred  Stratton.  "As  to  what  it's  going 
to  be,  we're  not  prepared  to  say  at  this 
time.  To  be  honest,  we  haven't  finalized 
it  in  our  own  minds  yet." 

Briggs  &  Stratton  is  having  another 
good  year.  It  will  probably  earn  about 
$2.65  this  year,  vs.  $2.31  last  year;  the 
comparisons  would  have  been  much  bet- 
ter but  for  the  burden  of  startup  costs 
both  for  the  new  lock  plant  and  for  the 
new  twin  engine.  The  $6-million,  five- 
year  investment  in  the  twin  is  expected 
to  return  normal  margins  by  1979. 

To  judge  from  his  record  to  date,  Fred 
Stratton  Jr.  will  run  the  company  pretty 
much  the  way  his  predecessors  did — 
with  eminent  common  sense.  Chairman 
Begner  recalls  the  late  Sixties  and 
smiles:  "We  were  ridiculed  in  those  days 
for  not  making  acquisitions;  it  was  a  fe- 
ver." Instead,  Briggs  &  Stratton  hus- 
banded its  cash.  Then,  when  capital  be- 
came hard  to  get  in  the  early  Seventies 
and  its  plants  were  getting  close  to  ca- 
pacity, Briggs  &  Stratton  simply  reached 
into  its  cash  drawer  and  financed  expan- 
sion entirely  from  within,  thereby  bol- 
stering its  market  share.  ■ 
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Reducing  the  risk 

.  of  overseas 
risk  management: 


Ingenuity. 

{  In  every  country,  you  have  to  know 
ie  territory. . .  laws,  language,  and  so  on. 
Ve  have  branch  offices  and  resident 
peciaiists  on  every  continent. .  .Our  own 
pecialists  here  at  home  keep  a  close 
heck  on  everything. .  This  really  is  the 
nswerfora  multi-national  company.?? 


At  Alexander  &  Alexander,  our  goal  is  to  provide  the  same  high 
standard  of  service  no  matter  where  a  company  operates.  Interna- 
tional clients  have  needs  that  vary  from  one  location  to  another.  With 
flexibility  —  and  ingenuity  —  we  create  programs  to  deal  with  the  vari- 
ables. And  make  the  risks  more  manageable.  Contact  your  nearest 
A&A  office  or  Department  B7,  Jk  i^\^^w>\^i^\^ 
Alexander  &  Alexander  Inc.,  jL^WiKolIGGI 
1 1 85  Avenue  of  the  Americas, 
New  York,  New  York  10036. 


gAJexander 


Protecting  corporate  and  human  resources  creatively. 


The  Texas-Saudi  Affair 

The  love  affair  between  the  state  of  Texas  and  the  kingdom 
of  Saudi  Arabia  is  getting  warmer  all  the  time. 
Latest  item:  Sam  P.  Wallace  Co.  and  Ghaith  Pharaon. 


What  do  Texas  and  Saudi  Arabia  have  in 
common?  Wide  open  spaces,  oil  wells 
and  heat — plenty  of  heat.  So  much  heat 
that  selling  air  conditioners  to  Saudis 
may  eventually  be  easier — and  certainly 
more  profitable — than  selling  snow  shov- 
els in  Buffalo  after  a  blizzard. 

That  s  what  Carl  P.  Wallace,  chief  ex- 
ecutive officer  of  Sam  P.  Wallace  Co.  of 
Dallas,  Tex.,  is  thinking  anyway.  Wal- 
lace, basically  a  plumber  writ  large,  sold 
and  installed  S130  million  worth  of 
plumbing,  air-conditioning,  industrial 
piping  and  electrical  systems  in  new- 
buildings  last  year,  mostly  in  the  south- 
ern half  of  the  U.S.  With  13  operating 
units,  some  modest  diversification  and 
overseas  business  in  Brazil.  Central 
America  and  the  Caribbean,  as  well  as 
the  Middle  East.  Wallace  is  already  a 
smart,  profitable  company  .  It  earned  $2 
million  last  year  on  its  S130-million  vol- 
ume, almost  14%  on  stockholders'  equi- 
ty. This  year,  in  a  fairly  stagnant  new 
domestic  construction  period.  Wallace 
had  a  $218-million  work-in-progress 
backlog  by  July . 

If  the  Wallace  future  looks  even 
brighter  than  its  present,  the  biggest 


reason  is  its  prospects  for  fat  Middle 
Eastern  construction  contracts.  Its  larg- 
est stockholder  is  Saudi  businessman 
Ghaith  Pharaon.  an  associate  board 
member  of  Harvard  Business  School 
with  strong  family  ties  to  Saudi  roy  alty . 

Among  his  other  ventures  the  ubiqui- 
tous Pharaon  owns  billion-dollar  rev- 
enues Saudi  Research  &  Development 
Corp.  REDEC) — Saudi  s  largest  private 
company.  Last  month  he  bought  an 
interest  in  the  STO-million-assets  Main 
Bank  of  Houston  after  selling  his  invest- 
ment, estimated  at  $10  million,  in  De- 
troit s  troubled  Bank  of  Commonwealth. 
Pharaon  also  has  a  controlling  interest  in 
International  Systems,  Inc.,  a  Mobile, 
Ala.  company  formed  to  supply  the  Mid- 
dle East  with  modular  housing  forms. 
With  Pharaon  s  help.  Wallace  expects  to 
raise  its  total  Middle  East  business  from 
less  than  5%  of  its  total  last  %  ear  to  15%  to 
20%  this  year  and  maybe  30%  by  1979. 

How  did  Pharaon  and  Dallas-based 
Sam  P.  Wallace  get  together?  Like  a  lot 
of  Texas  firms.  Wallace  was  doing  busi- 
ness in  the  Middle  East  long  before  the 
trebling  of  oil  prices.  The  company  that 
air-conditioned  the  first  Neiman-Marcus 
store  in  Dallas  in  1928  came  across  Saudi 
business  opportunities  several  years  ago 
in  partnership  with  Ahmed  Juffali,  a 
eading  merchant  in  Jedda. 

Carl  Wallace.  48.  grandson  of  founder 
Carl  P.  Wallace,  first  met  Pharaon  four 
years  ago  and  talked  him  out  of  buying  a 
New  Jersey  contractor  called  General 

Underneath:  Installing  the  guts  of  a 
hotel — here  the  Hong  Kong  Hilton — is 
the  v\ork  of  contractor  Wallace. 


Energy  Resources,  which  Wallace  knew 
to  be  a  loser.  Impressed,  investment- 
minded  Pharaon  instead  bought  up  10% 
of  Sam  P.  Wallace.  Last  year,  wherl 
brother  Robert  Wallace  sold  his  shares  in 
the  family  company,  Pharaon  increased 
his  holdings  to  38%  and  became  the 
firm's  largest  single  stockholder. 

Pharaon  knew  that  Wallace  was  good 
at  what  it  does.  It  has  grown  geographi- 
cally in  an  intensely  local  business  by- 
acquiring  local  contractors  and  letting 
them  handle  operations,  while  financial 
controls  are  centralized  in  Dallas.  This 
gives  local  Wallace  companies  a  financial 
edge  over  their  competition  for  the  small 
up  to  $50,000)  to  medium  i $.50. 000  to 
$50  million)  contracts,  while  at  the  same 
time  keeping  Wallace  out  of  the  way  ol 
the  big  construction  companies  like 
Bechtel  and  Fluor. 

To  lessen  dependence  on  the  cyclical 
commercial  construction  business,  Wal- 
lace has  acquired  a  fire-protection  con- 
tractor and  gone  after  contracts  to  install 
waste-water-treatment  and  electrical- 
power-plant  systems.  It  recently  won  a 
$30-million  contract  to  install  mechanical! 
systems  at  the  new  General  Motors  as- 
sembly plant  near  Oklahoma  City . 

Already  the  Pharaon  connection  isi 
paying  off  for  Wallace.  It  is  currently 
working  on  a  big  Aramco  housing  facili- 
ties project  and  on  Cairo's  Omar 
Khayyam  Hotel,  financed  by  Arab  mon- 
ey and  managed  by  Marriott.  It  is  also 
25%  owner  of  a  company  with  a  $35- 
million  contract  for  air-conditioning, 
plumbing  and  mechanical  sy  stems  in  a 
Saudi  airbase  construction  project  run  by 
Northrop  Corp.  A  .50%  owner  of  the 
company  :  Pharaon  s  REDEC.  Though 
REDEC  is  not  involved  in  the  actual 
construction,  the  Sam  P.  Wallace  Co. 
paid  REDEC  $622,523  for  services  con- 
nected with  the  Northrop  project.  "It  is 
difficult  to  do  business  in  the  Middle 
East,  explains  Wallaces  financial  vice 
president,  Vince  Marley  .  "Communica- 
tions services  are  lacking  and  logistics 
are  a  problem.  We  use  REDEC  s  tele- 
type and  housing  services.  In  Dallas, 
Carl  Wallace's  diamond  pinky  ring 
flashes  as  he  say  s.  "With  Ghaith  Pharaon 
as  a  partner,  we  have  more  work  than  we 
can  handle.  ■ 
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efore  international  money  problems  overwhelm  your  business, 

rELL  IT  TO  THE  MARINE 


If  left  uncontrolled,  the  forces  of  international  finance 
could  severely  damage  a  corporation's  foreign  assets.  But 
controlling  them  is  astoundingly  complicated  because  there 
are  no  answers  that  work  every  day.  Rates  move,  regulations 
are  rewritten,  and  governments  change. 

In  fact,  you  could  probably  double  the  size  of  your  corporate 
treasury  team  and  still  not  have  all  the  resources  you  need. 

That's  where  we  come  in.  Marine's  International  Treasury 
Management  Group  of  foreign  exchange  advisors,  money 
market  experts,  accountants,  and  economists  have  15  proven 
systems  to  help  you  protect  earnings  per  share  and  cash  flow. 
We  can  not  only  tell  you  what  you  might  do,  we  can  tell  you  in 
very  realistic  terms  what  will  happen  if  you  do  it.  Or  don't  do 
it.  And  we  can  execute  any  decision  you  make. 

For  example,  MARINFEX,  one  of  Marine's  computer 


models,  lets  you  precisely  calculate  the  impact  of  fluctuations 
on  earnings  under  FASB  #8.  And  our  foreign  exchange 
exposure  management  service  helps  you  define  your  global 
exposure  and  then  devise  strategies  to  optimize  it,  including 
daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury  Manage- 
ment Group  can  help  you  with  day-to-day  trading  decisions 
and  longer-term  hedging,  with  funds  flow,  with  alternate 
financing,  with  short-term  money  investments,  with  leading 
and  lagging  strategies,  with  international  cash  manager 
with  world-wide  tax  consequences,  with  currency  rrior 
ing,  with  specific  currency  studies,  and  with  foreign  exchange 
forecasting. 

We  can  help  you  cope  with  all  the  problems  of  doing  busi- 
ness internationally.  All  you  have  to  do  is  tell  i  t  to  the  Marine. 


MARINE  MIDLAND  BANK 
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II  you  (ought  in  it.  lived  through  it— or  lust  wond 


NOW  EXPLORE  THE  MOST 
COMPREHENSIVE  STORY  OF 


WORLI 


It  was  the  most  com- 
plex and  far-flung 
conflict  mankind  has 
ever  known.  Its  devastation  spread  across  Europe  to 
the  Crimea  and  the  Caucasus ...  to  Rangoon  and  Man- 
dalay. . .  to  the  deserts  of  Africa  and  the  beaches  of  the 
South  Pacific.  And  ultimately,  even  to  our  own 
shores,  where  Americans  were  suddenly  united  to 
meet  the  aggressors'  challenge. 

Today,  more  than  three  decades  after  V-J  Day, 
TIME-LIFE  BOOKS  presents  the  most  comprehen- 
sive story  of  WORLDWAR  II  ever  produced...  the 
story  that  was  never  really  told  on  this  scale  until  now. 
Because  now,  this  important  new  series  brings 
together  in  true  perspective  the  fullest  range  of  infor- 
mation on  the  events  of  those  cataclysmic  years. 

Here  is  material  gleaned  from  the  huge  World  War  II 
archives  of  TIME  and  LIFE  Magazines  whose  corre- 
spondents and  photographers  were  always  on  hand 
to  chronicle  the  combat  wherever  it  erupted  And 
from  never-before-published  eyewitness  accounts. 
From  declassified  military  documents.  From  recently 
surfaced  papers,  long  held  in  Allied  and  Axis  files. 
All  sifted,  structured  and  organized  by  the 
resourceful  editors  of  TIME-LIFE  BOOKS  into 
a  definitive  history  that  captures  for  the  first 
time— and  forall  time— the  essence  of  the 
Second  World  War. 

In  Prelude  to  War— your  introductory 
volume— you  will  relive  the  uneasy  peace 
of  191 8  to  1939.  You  will  examine  the  fate 
ful  errors,  the  head-in-the-sand  attitude  of 
the  major  powers,  the  urgent  steps  that 
should  have  been  taken  — but  weren't.  You  wil 
probe  the  roots  of  war. .  .watch  the  Nazis'  secret 
military  preparations  . . .  Mussolini's  adventure  in 
Ethiopia..  .Chamberlain's futile  negotiations. 

TIME-LIFE  BOOKS 

TIME  &  LIFE  BUILDING,  CHICAGO,  ILLINOIS  6061 1 

Yes,  I  would  like  to  examine  Prelude  to  War.  Please 
send  it  to  me  for  10  days'  free  examination— and  enter 
my  subscription  to  the  WORLD  WAR  II  series.  If  I 
decide  to  keep  Prelude  to  War,  I  will  pay  $7.95  plus 
shipping  and  handling.  I  will  then  receive  future  vol- 
umes in  the  WORLD  WAR  II  series,  shipped  a  volume 
at  a  time  approximately  every  other  month.  Each  is 
$795  plus  shipping  and  handling,  and  comes  on  a 
10-day  free-examination  basis.  There  is  no  minimum 
number  of  books  that  I  must  buy.  and  I  may  cancel  my 
subscription  at  any  time  simply  by  notifying  you. 

If  I  do  not  choose  to  keep  Prelude  to  War,  I  will 
return  the  book  within  10  days,  my  subscription  for 
future  volumes  will  be  canceled,  and  I  will  not  be 
under  any  fur'her  obligation.  CGAN75 


Name_ 


iolease  print) 


Address- 


-Apt- 


City_ 


State  or 
Province- 


Zip  or 

.Postal  Code. 


You  will  understand  why  it  all  hap- 
pened as  it  did. 

Then,  in  Blitzkrieg  —  another 
volume  in  this  extraordinary 
series— you  will  speed  across  the 
plains  of  Poland  with  German 
tanks  and  watch  an  awesome  new 
tactic  of  warfare  bring  a  nation  to 
its  knees  in  just  1 7  days.  You  will 
see  Denmark,  Norway,  Holland 
and  Belgium  fall;  witness  the  mir- 
acle of  Dunkirk;  stand  at  the  Arden 
nes  as  the  shriek  of  dive  bombers 
heralds  the  collapse  of  France. 

And  from  there,  you'll  look  for- 
ward to  other  volumes:  The  Battle 
of  Britain,  England  s  finest 
hour. .  The  Rising  Sun,  a  probing 
analysis  of  Pearl  Harbor  and 
beyond.  And  Russia  Besieged, 
War  In  The  Desert,  Second 
Front— all  presented  with  clarity, 
completeness  and  brilliant  new  insights. 

Begin  this  rewarding  reading  experience 
with  Prelude  to  War,  free  for  10  days.  By 
accepting  this  introductory  offer,  you  do  nor 
obligate  yourself  to  purchase  this  volume  or 
any  others  in  the  series.  So  why  not  mail  the 
order  form  today? 

Begin  with 
the  introductory  volume 

PRELUDE  TO  WAR 

free  for  10  days 


OVER  4.000  WAR  PHQ 

Many  never  before  publis 

Relive  the  War  year 
through  historic,  front- 
battle  photographs, 
behind-the-scenes  insi 
...declassified  files, 
unforgettable  eyewitn 
accounts...  authoritat 
explanations  of  tacti« 
and  technology. 


Two  British  infantrymen  charge  across  the  North  African 
desert  to  accept  surrender  of  a  German  tank. 


hat  it  was  really  like... 


nificent  library  volume  aver- 

pages  with -nearly  200  illustrations 
ill  color  Full  pictorial  hard-cover  bind 

size:9%"x  11%". 


A  ground  crew  loads  a  550-pound  bomb  into  a  shark-faced  Stuka 
dive  bomber,  one  of  the  Luftwaffe's  most  devastating  planes. 


The  Numbers  Game 


The  Name  Game 


We  found  this  sentence  in  Price  Waterhouse's  annual  report: 
"The  other  Price  Waterhouse  firms  in  74  countries  outside  the 
U.S.  are  legally  separate  and  financially  independent  firms  and 
are  not  covered  hy  this  report." 

Whoa,  now.  Legally  separate?  Financially  independent? 
Isn't  Price  Waterhouse  one  big  international  firm?  A  Gulf  Oil 
or  Unilever  annual  report  is  certified  by  "Price  Waterhouse  & 
Co.,"  and  PWs  leading  U.S.  partner,  John  C.  Biegler  has  said: 
"The  U.S.  firm  of  Price  Waterhouse  is  a  part  of  a  worldwide 
professional  organization  .  .  .  providing  .  .  .  professsional  ser- 
vices in  275  offices  in  86  countries  and  territories  around  the 
world.'  So,  is  "Price  Waterhouse  &  Co."  made  up  of  legally 
separate  and  financially  independent  firms?  Or  is  it  one  world- 
wide professional  organization? 

The  answer  is  both  startling  and  disconcerting:  Like  most 
Big  Eight  firms,  Price  Waterhouse  is  both  a  worldwide  organi- 
zation and  a  group  of  independent  firms.  Under  the  Price 
Waterhouse  umbrella  are  some  20  legally  and  financially  inde- 
pendent Price  Waterhouse  firms  around  the  world.  Then  just 
who  is  auditing  the  books  of  multinational  companies? 

That  s  not  just  a  theoretical  question;  ask  the  International 
Bank  of  Washington,  D.C.  It's  learning  about  the  name  game 
the  hard  way. 

Here  s  the  bank's  side  of  the  story  (Price  Waterhouse  refuses 
to  comment).  In  1973  IB  bought  a  two-thirds  interest  in  the 
Mercantile  Bank  &  Trust  Co.,  located  at  Freeport,  the  Baha- 
mas. Price  Waterhouse  has  long  been  Mercantile  s  auditor;  in 
fact,  Arthur  Andersen,  which  audits  IB  s  books,  relied  on  Price 
Waterhouse's  audit  of  Mercantile. 

Every  year  since  1973,  Price  Waterhouse  had  rendered 
unqualified  opinions  on  Mercantile  s  status.  Last  March  PW 
sent  another  unqualified  opinion  to  Andersen,  but  soon  there- 
after asked  Andersen  to  return  the  document.  In  fact,  PW 
withdrew  all  its  opinions,  back  to  1973. 

It  seems  that  severe  liquidity  problems  suddenly  surfaced  at 
Mercantile  late  last  year.  Parent-company  men  flown  down  to 
investigate  uncovered  a  rat  s  nest  of  dubious  loans;  and  closer 
inspection  convinced  the  investigators  that  some  75%  of  Mer- 
cantile's  $24  million  in  outstanding  loans  were  not  earning 
interest.  Yet  Price  Waterhouse  accountants  had  allowed  Mer- 
cantile s  management  to  accrue  interest  on  those  loans. 

The  investigators  concluded  that  Mercantile  was  insolvent, 
and  possibly  had  been  since  IB  bought  in.  So  they  locked  the 
doors  and  charged  $7.5  million  against  the  parent  company's 
earnings,  thus  turning  IB  s  1976  profit  of  $6.5  million  into  a 
$500,000  loss.  Says  IB  s  outside  counsel  John  Tansey:  "We 
simply  cannot  understand  why  Price  Waterhouse  certified  that 
Mercantile  was  solvent." 

Here's  where  the  name  game  gets  interesting.  Suppose  IB  s 
management — or  its  stockholders —  decide  to  sue  Price  Water- 
house  for  negligence:  Whom  would  they  sue?  Wealthy  world- 
wide Price  Waterhouse?  Or  a  tiny  Price  Waterhouse  firm  in 
the  Bahamas?  Price  Waterhouse- U.S.  partners  would  no  doubt 
say  the  latter,  since  Price  Waterhouse- Bahamas  is  "legally 
separate  and  financially  independent." 

International  Bank,  of  course,  sees  it  differently.  Says  IB  s 
top  financial  man,  Treasurer  Florigio  A.  Guida:  "When  Price 
Waterhouse  signs  an  opinion,  they  sign  it  'Price  Waterhouse  & 
Co.  They  don't  sign  it  'Price  Waterhouse,  a  Bahamian  Partner- 
ship Legally  Independent  Of  Any  Other  Organization  Using 


The  Same  Name  Anywhere  Else  In  The  World.'  We  thought 
we  were  dealing  with  a  worldwide  professional  organization, 
which  is  the  big  selling  point  the  Big  Eight  firms  use.  And  I 
believe  that's  who  we  are  dealing  with." 

There's  a  broader  issue  here.  If  a  firm's  worldwide  offices  are 
legally  and  financially  independent,  what  ultimate  guarantees 
exist  that  one  office  s  standards  will  live  up  to  those  of  the  next 1 
When  push  comes  to  shove,  would  the  family  members  tend  to) 
look  out  for  their  own  interests? 

If  you  raise  that  point  with  Price  Waterhouse's  Biegler, 
you'd  better  stand  back.  "You  obviously  do  not  understandl 
the  concept  of  partnership,"  he  fairly  explodes.  He  notes 
that  Price  Waterhouse  has  something  called  Price  Water-I 
house  International,  in  London.  (Most  Big  Eight  firms  like- 
wise have  international  associations.)  In  effect,  PWI  sets 
standards  for  Price  Waterhouse  firms  around  the  world — and 
it  can  sack  those  partners  who  do  not  meet  standards. 
Biegler  goes  on: 

"Every  partner  around  the  world  is  not  only  a  member  of  hisl 
national  firm,  but  also  a  member  of  PWI.  And  that  is  a  very 
significant  element  of  operational  control.  After  all,  we're  a 
family  of  firms,  not  a  bunch  of  strangers  or  franchisees.  Still, 
the  issue  won't  just  go  away. 

Unlike  other  big  firms,  Arthur  Andersen  &  Co.  claims  it  is  a 


". .  .  Says  IB's  outside  counsel:  'We  simply 
cannot  understand  why  Price  Waterhouse 
certified  that  Mercantile  was  solvent'  . . ." 


single  worldwide  organization  controlled  from  Chicago.  Itsj 
partners  share  in  the  firm's  worldwide  income,  not  just  that 
generated  in  a  particular  area,  as  is  the  case  with  other' 
international  firms.  So  Arthur  Andersen  has  something  to  gains 
by  raising  doubts  about  its  competitors. 

But  still,  a  high-ranking  Arthur  Andersen  partner  raises  ai 
cogent  point  when  he  takes  a  deep  breath  and  asks:  "If  a  U.S. 
branch  of  an  accounting  firm  that  claims  to  be  international  is 
auditing  a  U.S.  multinational  company,  and  it  uses  foreign 
affiliates  for  part  of  the  audit,  and  yet  there  are  no  real  financial  I 
or  operational  control  connections  between  the  affiliates — then 
what  kind  of  certification  are  they  really  making  on  the  work 
that's  done  outside  the  U.S.?" 

Good  point.  As  John  Chesson,  counsel  to  the  congressional  j 
subcommittee  currently  investigating  the  accounting  profes- 
sion, says:  "Our  job  is  to  make  sure  the  firms  properly  audit 
U.S.  corporations.  If  we  find  that  that  is  hampered  by  the  way 
they  are  structured,  then  we  may  encourage  them  to  change 
the  way  they  are  structured. 

Back- in  May  Biegler  made  an  interesting  proposal.  It  was 
that  Congress  pass  a  law  requiring  the  accounting  firms  that 
service  public  corporations  to  submit  themselves  to  Securities 
&  Exchange  Commission  regulation.  They  would  be  required 
to  reveal  to  the  SEC  previously  secret  information  about  their 
own  finances.  Apparently  the  idea  behind  the  proposal  is:  A 
marginally  profitable  accounting  firm  is  more  likely  to  succumb  I 
to  client  pressure  than  a  highly  profitable  one. 

Isn  t  it  possible  that  the  SEC  could  also  require  them  to  end  | 
the  very  convenient  system  of  foreign  affiliates?  ■ 


94 


FORBES,  OCTOBER  1,  1977 


Where  are  your  Highway 
Trust  Fund  dollars  going? 

our  highway  taxes  are  threatened  with  diversion  to  other 
rojects  while  roads  and  bridges  remain  inadequate  or  incomplete. 


ie  Highway  Trust  Fund  was  created  by  Congress 
build  and  up-grade  federal  highways,  nothing 
>e.  It  is  funded  by  the  people  who  use  the  highways 
.  motorists  and  truckers,  from  the  taxes  they  pay 
gas,  oil  and  tires,  and  several  other  taxes  on 
avy  trucks  and  buses.  The  more  they  drive, 
3  more  they  pay.  And  they  should  get  their  money's 
>rth,  which  simply  means  that  their  tax  dollars 

should  go  for  highways 
and  not  be  bled  off 
for  other  projects, 
however  worthy. 

It's  called  the  Highway 
Trust  Fund  .  .  .  and  trust  is 
its  middle  name.  But 


FOUNDATION 


these  days,  it  doesn't  mean  a  thing.  It's  treated  as 
just  a  bag  of  money  waiting  to  be  spent  on  any 
projects  special  interest  groups  can  pressure 
Congress  into  funding. 

The  Highway  Trust  Fund  should  be  spent  only  on 
highways  and  bridges  because  many  of  them  are  in 
desperate  need  of  rebuilding  or  replacement. 
If  you  drive,  we  think  you'll  agree. 
This  message  is 
brought  to  you  by 
Eaton  Corporation, 
makers  of  truck 
components  for  the 
American  trucking 
industry. 


Truck 
Components 


Statistical  Spotlight 

How  Can  The  Utilities  Raise  The  Money? 


Talk  about  watching  something  with 
keen  interest:  Nothing  can  match  the 
way  that  U.S.  electric  utilities  will  be 
watching  the  movement  of  interest  rates 
over  the  next  few  years. 

The  industry  has  budgeted  some  $125 
billion  for  new  plant  and  equipment  in 
the  next  five  years.  That  compares  with 
$77  billion  over  the  last  five.  That's  also  a 
lot  of  money:  According  to  some  industry 
estimates,  over  60%  of  that  $125  billion, 
or  some  $75  billion,  will  have  to  be 
financed  externally — nearly  as  much  as 
all  utility  construction  expenditure  dur- 
ing the  last  five  years. 

While  future  interest  costs  are  of 
course  uncertain,  Merrill  Lynch's  utility 
corporate  finance  expert,  Carl  Seligson, 
comments  that  "even  if  interest  rates 
rise  only  slightly,  and  assuming  the 
11.7%  return  on  common  equity 
achieved  in  1976  is  maintained  over  the 
next  five  years,  debt  coverage  [the  ratio 
of  total    pretax    earnings    to  interest 


charges]  will  again  head  downward. 
That  would  precipitate  further  security 
issue  downgradings — the  fate  of  150  is- 
sues already  in  the  last  three  years — and 
could  likely  lead  to  the  barring  of  some 
companies  from  any  new  debt 
financing." 

Seligson's  suggested  remedy:  more 
rate  increases.  But  the  political  realities 
are  that  rate  increases  won't  be  easy  to 
come  by.  In  fact,  John  Martin  of  Phila- 
delphia's Provident  Investment  Re- 
search says  the  utilities  will  be  lucky  in 
the  next  five  years  to  match  the  average 
annual  increase  ($2.5  billion)  they  got  in 
the  last  three. 

That  will  put  a  real  strain  on  the  equity 
market.  Electric  utilities  will  need  to 
float  nearly  $6  billion  worth  of  common 
and  $2  billion  of  preferred  per  year.  Not 
long  ago,  total  corporate  equity  financing 
was  little  more  than  that.  And  there 
won  t  be  much  come-on  for  the  buyers: 
Given   rising  operating  and  financing 


costs,  Loeb  Rhoades'  John  Devereu] 
sees  "utility  dividends  and  earning; 
growth  per  share  approximating  3%  ; 
year  over  the  next  five  years,"  less  thai 
half  that  expected  for  industrials. 

Fortunately,  many  utilities  like  Texai 
Utilities,  Illinois  Power  and  Public  Ser 
vice  of  Indiana  still  sell  above  book  vail 
ue,  and  can  choose  to  finance  either  witl 
debt  or  with  equity.  But  others  still  sel 
below  book  value,  companies  like  South 
era  California  Edison,  Consumers  Pow 
er  and  Pacific  Gas  &  Electric;  and  the; 
may  have  to  finance  part  of  their  expani 
sion  with  equity  anyway  .  The  prospec 
horrifies  Merrill  Lynch's  Seligson:  "Thi 
sale  of  common  stock  at  prices  belov 
book  value  is  an  abomination." 

Listed  below  are  28  companies  rankeo 
from  the  highest  premium  to  the  lowesi 
discounts  from  book  value.  The  onl 
thing  they  have  in  common  is  that  all  wil 
have  to  finance  at  least  60%  of  thei. 
construction  spending  externally .  ■ 


Estimated 
 Construction  Expenditure 


Price  to 

1977- 

Portion 

Times  Interest  Earned 

Price 

Book 

1981 

As  %  of 

Externally 

Recent 

Range 

Company 

Value* 

(billions) 

Plant 

Financed 

1970 

1976 

Price 

1976-77 

Yield 

Public  Service-Indiana 

1.34 

$2.1 

157% 

60% 

4.85 

4.64 

29'/2 

32-24 

6.9% 

Illinois  Power 

1.27 

1.0 

74 

63 

4.93 

3.64 

26% 

29-23 

8.3 

Ohio  Edison 

1.21 

2.1 

99 

76 

5.08 

2.32 

19% 

22-17 

8.7 

Oklahoma  Gas  &  Electric 

1.20 

.8" 

76 

70 

4.81 

2.82 

18% 

24-17 

7.9 

Utah  Power  &  Light 

1.18 

.81 

79 

75 

3.00 

3.38 

20% 

23-14 

7.5 

Texas  Utilities 

1.15 

2.3t 

63 

60 

5.75 

3.36 

21'/2 

23-17 

6.5 

Central  &  South  West 

1.13 

2.7 

135 

60 

5.57 

4.07 

15% 

18-13 

7.9 

American  Electric  Power 

1.12 

4.5 

79 

63 

2.28 

2.24 

24% 

26-20 

8.5 

Pacific  Power  &  Light 

1.10 

1.5 

78 

86 

2.44 

2.36 

22'A 

24-20 

8.1 

South  Carolina  Elec  &  Gas 

1.08 

.7 

64 

67 

2.67 

2.69 

19'/4 

21-15 

8.1 

Toledo  Edison 

1.08 

1.0 

116 

64 

4.53 

2.61 

26 

27-22 

8.2 

Duquesne  Light 

1.06 

1.0 

66 

66 

3.00 

2.81 

20 

21-17 

8.6 

Duke  Power 

1.04 

2.2t 

59 

66 

2.06 

2.97 

20% 

24-17 

7.7 

Philadelphia  Electric 

1.04 

2.4 

62 

62 

2.55 

2.59 

20 

21-15 

9.0 

Union  Electric 

1.04 

1.8 

83 

60 

3.07 

2.82 

15'/4 

17-13 

8.9 

Long  Island  Lighting 

1.03 

1.7 

85 

64 

3.10 

2.62 

18% 

20-16 

8.7 

Arizona  Public  Service 

1.01 

1.8 

139 

75 

2.86 

2.27 

20% 

21-15 

7.1 

Portland  General  Electric 

1.01 

I.Of 

90 

80 

2.31 

2.24 

19V2 

21-16 

8.7 

Northern  Indiana  Public  Sv 

1.00 

1.3 

93 

60 

5.22 

3.26 

19% 

21-16 

7.4 

Public  Service-Colorado 

.99 

1.2 

93 

70 

3.52 

2.98 

18% 

20-15 

7.7 

Idaho  Power 

.95 

.9 

129 

75 

3.78 

3.03 

27% 

31-26 

7.9 

New  York  State  E  &  G 

.93 

J\ 

62 

75 

2.50 

2.38 

19% 

22-16 

8.2 

Kentucky  Utilities 

.92 

.8 

124 

66 

4.50 

3.26 

23% 

25-20 

8.4 

Puget  Sound  Pwr  &  Lt 

.92 

1.3 

187 

75 

2.03 

2.49 

16'/2 

18-13 

7.9 

Consumers  Power 

.87 

3.0 

98 

75 

3.67 

2.92 

24% 

26-19 

8.7 

San  Diego  Gas  &  Elec 

.87 

•  7t 

67 

80 

3.28 

2.38 

14V4 

15-11 

8.4 

Pacific  Gas  &  Elec 

.84 

4.7 

75 

64 

3.27 

2.34 

24% 

26-20 

8.3 

Southern  Calif  Edison 

.76 

3.1 

70 

60 

3.13 

2.95 

25% 

26-18 

7.8 

*  Argus  Research  Utility  Scope. 

"  1977-80. 

t  1977-79. 
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Dallas  barely  felt  the 
recession  of  1974. 

Of  1970.  Of  1961.  Of  1953. 
Of  1957.  Of  1949... 


You  can  count  on  it.  Each 
time  the  national  economy 
slows,  you'll  see  a  news 
article  on  the  amazing 
strength  of  the  Dallas 
economy.  There  are  several 
reasons  why  business  is 
almost  always  good  in  Dallas. 

First,  Dallas  is  in  the 
center  of  the  fastest  growing 
section  of  the  nation,  the 
Southwest.  Equally 
important,  Dallas  has  a 
highly  diversified 
economic  base— from 
wholesaling  and  distribution, 
through  banking  and 
insurance,  to  electronics 
and  agriculture. 

Republic  National 
Bank  has  been  instrumental 
in  the  development  of  this 
broad  economic  base.  In 
working  with  our  clients, 
we've  helped  make  Dallas 
the  commercial  center  of  the 
Southwest.  And  Republic 
National  Bank/'s  Dallas. 


Republic  National  Bank 

IS  DclElclSn  y 


A  Republic 
of  Texas 
Company 


Menbar  FDiC 


The  Kingpin  Of  Upstairs  Linen 


That's  Fieldcrest  Mills.  That's  also  why  Fieldcrest  is 

running  well  ahead  of  most  of  the  rest  of  the  textile  industry  today. 


Is  THE  world  ready  for  a  $15  bath  tow- 
el? Ready  or  not,  here  it  comes;  and  the 
fact  that  it  comes  from  Fieldcrest  Mills 
makes  it  an  odds-on  bet  to  succeed.  For 
Fieldcrest  has  long  led  the  way  in  the 
massive  textile  industry  effort  to  trans- 
form its  commodity  home  furnishings 
into  high-margin  fashion  merchandise. 

Today,  when  any  Sears  sales  catalog 
swarms  with  fashion  bathroom  sets  and 
coordinated  sheet-bedspread-drapery 
combos,  it  is  hard  to  recall  the  time 
when  sheets  and  towels  could  be  any 
color  so  long  as  they  were  white.  But  the 
fact  remains  that  in  1969.  16  years  after 
being  spun  off  from  Chicago  parent  Mar- 
shall Field  &  Co..  Fieldcrest  dazzled  the 
home  furnishings  world  by  luring  Yves 
St.  Laurent  into  the  bedroom  and  bath 
to  do  a  line  of  designer  furnishings. 

Everybody  has  since  followed.  But 
Fieldcrest,  to  judge  by  the  recent  num- 
bers, is  still  well  ahead  of  the  pack.  In 
1977  s  first  half  Fieldcrest  s  net  was  up 
31%;  bv  contrast,  Burlington  was  down 
10%,  J. P.  Stevens  off  16%.  First-half 
Fieldcrest  sales  were  up  19%,  almost 
triple  the  industry  average. 

Two  things  helped  rack  up  that  rec- 


ord. First,  Fieldcrest  is  concentrated  in 
home  furnishings,  which  is  where  the 
market  growth  has  been.  The  biggest 
textile  outfits  get  over  half  their  sales 
from  clothing,  and  soft  apparel  demand 
has  hurt  at  the  bottom  line.  By  contrast, 
textile  use  in  home  furnishings  grew  20% 
between  1970  and  1976,  vs.  apparel's 
8%.  New  home  building,  a  key  indicator 
of  Fieldcrest's  market,  is  at  2  million 
units,  up  46%  over  last  year. 

But  the  big  factor  has  been  Field- 
crest's  ability  to  keep  its  hold  on  the 
carriage  trade.  Forty  percent  of  all  U.S. 
sheets  and  pillow  cases  are  sold  by  Sears, 
Penney,  Ward  and  K  mart,  all  of  which 
are  pushing  the  fashion  concept  at  bar- 
gain basement  prices.  But  Fieldcrest  is 
still  the  kingpin  of  the  upstairs  linen 
department  in  department  stores,  where 
space  for  home  furnishings  has  almost 
doubled  in  recent  years.  The  average 
U.S.  blanket  sells  for  S8;  Fieldcrest's 
best-seller  goes  at  $30.  In  carpets,  23% 
($80  million)  of  sales,  Fieldcrest's  Kara- 
stan  line  is  a  quality  leader.  And  Field- 
crest's 27-year-old  Royal  Velvet  towel  is, 
despite  a  $10  price  tag  for  the  bath  size, 
the  world's  best-selling  towel. 

"We  re  a  fashion  merchandiser,"  says 
Fieldcrest  marketing  man  David  Tracy. 
"Charlie  Cannon  [of  Cannon  Mills]  al- 
most ruined  this  business  by  selling  tow- 
els like  a  commodity,  two  for  $5.  We've 
got  a  different  mentality.'  (Which  does 
not,  however,  prevent  Fieldcrest  from 
selling  pass-down  versions  of  its  designer 
items  to  discount  houses  under  its  St. 
Mary  brand  or  from  supplying  private- 
label  goods  to  Sears.) 

Since  its  spin-off  from  Marshall  Field 
in  1953,  Fieldcrest  has  been  controlled 
by  New  England  railroad  architect  Fred- 
eric C.  (Buck)  Dumaine  Jr.,  who  with  his 
son  Dudley  holds  some  41%  of  the  stock, 
worth  $36  million.  The  Dumaines  take 
an  aggressive  role,  controlling  half  the 
seats  on  the  14-man  board.  Their  stamp 
is  also  on  the  balance  sheet:  With  62 
cents  of  debt  per  $1  of  equity  ,  Fieldcrest 
is  one  of  the  industry's  most  heavily  lev- 
eraged companies.  Its  long-term  debt  is 


Durable:  Fieldcrest's  Royal  Velvet 
towel,  the  company's  best-seller  for  27 
years,  is  now  the  world's  best-seller. 


a  heavy  $62  million,  though  the  1976 
annual  report  could  boast  for  the  first 
time  that  Fieldcrest  had  eliminated  all 
short-term  debt.  "Understand  that  we're 
the  product  of  the  high-leverage  era, 
when  you  did  business  on  someone  else's 
money,"  explains  Fieldcrest  President 
William  Battle. 

Battle,  a  Charlottesville,  Va.  lawy  er,  I 
got  his  job  in  1971  after  doing  some  legal 
work  for  Dumaine  s  railroad  holdings. 
An  unsuccessful  candidate  for  governor 
of  Virginia  and  close  friend  of  John  Ken- 
nedy (he  commanded  the  two  PT  boats 
that  rescued  Kennedy  after  the  loss  of  PT 
109,  and  Kennedy  later  appointed  him 
ambassador  to  Australia),  the  56-year-old 
Battle  was  a  surprise  choice,  since  he 
had  no  textile  experience.  'This  com- 
pany had  plenty  of  marketing  and  pro- 
duction talent,"  says  Battle.  "It  just 
needed  leadership." 

Battle  provided  it  in  areas  like  inven- 
tory control,  trimming  finished  goods  on 
hand  nearly  20%  since  1974  and  lifting 
Fieldcrest  s  turnover  to  above  seven 
times  a  year,  nearly  double  the  industry 
average.  He  has  kept  labor  costs  down 
with  moves  like  being  the  first  in  the 
industry  to  close  his  mills  in  the  1974 
recession.  The  company  now  has  12,000 
employees,  fewer  than  in  1971  when 
sales  were  a  third  smaller.  "Before  I 
came,  "  say  s  Battle,  "none  of  the  heads  of 
the  three  divisions  [bed,  bath  and  car- 
pets] had  ever  sat  down  in  a  meeting 
together."  Now  managers  trained  in  tow- 
els are  running  the  carpet  division. 

Though  Fieldcrest  is  a  major  contend- 
er in  towels  (number  two  in  sales  behind 
Cannon  Mills),  it's  fortunately  down  the 
pole,  (seventh)  in  the  heavily  overpro- 
duced sheet  business.  The  competition 
in  towels  was  even  reduced  when  com- 
petitor Springs  Mills  bowed  out  a  few 
y  ears  ago,  and  Battle  sees  no  prospect  of 
new  entries:  "The  cost  of  the  new  ma- 
chinery makes  it  prohibitive,  whereas 
our  equipment  is  depreciated." 

But  even  that  doesn't  mean  that  Field- 
crest's designer  gambit  will  continue  to 
work  with  everybody  doing  it.  That  s  one 
reason  the  company  plans  to  become 
Europe  s  biggest  towel  maker,  through  a  | 
plant  now  building  in  Ireland.  Then 
there's  always  the  $15  towel.  Don't 
knock  it.  ■ 
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We've  got  experience  (about 
two-thirds  of  our  top  executives  are 
management  veterans)  and  youthful 
aggressiveness  (about  one-third 
are  in  their  thirties  or  forties). 

That  gives  Bemis  the  balance 
a  company  needs  to  move  ahead.  And 
our  management  mix  of  seasoned 
professionals  and  dynamic  newcomers 
has  resulted  in  some  good  things 
for  Bemis. 

For  example,  net  income 
per  share  for  1976  was  almost  twice 
that  of  75. 

Bemis  earnings  in  1976  were 
the  second  highest  in  the  company's 
history. 

Dividends  increased  in  1976 
for  the  fifth  consecutive  year. 

And  for  the  first  six  months 
of  1977,  our  net  income  per  share  was 
$1.55  vs.  $1.25  for  the  comparable 
'76  period. 


Our  balance  sheet  is  the 
strongest  in  recent  years,  and  man- 
agement is  committed  to  maintaining 
this  strength  in  the  future. 

What's  more,  our  executive 
team  has  set  ambitious  goals.  Such  as 
making  Bemis  number  one  or  at 
least  a  strong  number  two  in  most  of 
our  key  markets. 

And  doing  what  it  takes  to 
expand  aggressively  in  markets  with 
profit  potential. 

So?  So  keep  an  eye  on  Bemis. 
With  a  balance  of  sound  growth 
potential  and  good  yield,  it  could  be 
just  the  kind  of  investment  your 
customers  are  looking  for. 

For  our  latest  annual  and 
quarterly  report,  write 
Calvin  W.  Aurand, 
Vice  President  and  Treasurer, 
Bemis  Company,  Inc.,  800  Northstar 
Center,  Minneapolis,  MN  55402 


At  Reims, 

we're  keepin 
our  balanee 

for  the  future 


Faces  Behind  The  Figures 


One  For  The  Road 

For  a  prime  example  of  people  who  saw 
an  opportunity  and  seized  it,  you  could 
hardly  do  better  than  Roger  and  Mary 
Lou  MacGregor  of  Costa  Mesa,  Calif. 
The  opportunity  was  provided  by  soaring 
sailboat  prices  and  docking  costs.  In  re- 
sponse, they  have  produced  nearly 
14,000  of  their  Venture  sailboats  in  the 
past  15  years  by  offering  an  inexpensive 
boat  with  many  of  the  conveniences  and 
safety  features  of  the  conventional  cruis- 
ing sailboat,  but  which  at  the  same  time 
can  be  towed  behind  the  family  car  on  a 
trailer  and  moored  in  the  backyard. 

Roger,  who  has  been  building  sailboats 
and  sailing  them  for  most  of  his  42  years, 
came  up  with  a  design  for  a  Spartan  boat 
utilizing  a  heavy,  retractable  keel  that  has 
the  winning  combination  of  making  the 
Venture  self-righting  if  it  should  capsize  at 
sea  and  also  facilitating  the  task  of  launch- 
ing the  boat  into  the  water  from  the  trailer. 
They  started  the  company  with  $5,000  in 
savings  more  or  less  as  a  hobby  in  1962, 
one  year  after  Roger  had  earned  his 
M.B.A.  from  Stanford  University.  (While 
there  he  had  developed  the  idea  of  a 
sailboat  company  as  a  class  project. )  At  first 
Roger  stuck  with  his  administrative  job  at 
Ford  Aerospace  &  Communications 
Corp.,  while  Mary  Lou,  41,  ran  the  "hob- 
by." When  output  reached  ten  a  week, 
Roger  quit  Ford  in  early  1968  and  they 
incorporated  as  MacGregor  Yacht  Corp. 
Roger  took  the  title  of  president,  taking 
charge  of  production  and  sales,  while 
Mary  Lou  concentrated  on  administration 
as  chief  financial  officer.  Actually,  she 
has  had  to  do  little  about  financing. 
The  company  has  been  consistently  profit- 
able, and  they  were  able  to  bootstrap  its 
growth  without  borrowing  other  than  real 
estate  mortgages. 

By  far  the  nation's  top  producer  of 
trailerable  cruising  sailboats  (as  contrast- 
ed with  the  ubiquitous  smaller  day  sail- 
ers), MacGregor  in  its  fiscal  year  ending 
Oct.  31  will  continue  its  controlled 
growth  rate  of  about  10%  annually,  hit- 
ting $5  million  in  sales  with  around  a 
10%  pretax  profit,  exceptionally  high  for 
sailboat  makers. 

Most  of  the  revenues  will  be  from 
1,400  of  their  four  Venture  models  that 
range  in  length  from  21  feet  to  25  feet. 
They  feature  cabins,  galleys,  bunks,  toi- 
lets and  other  amenities;  for  about 
$6,000  you  can  buy  the  top-of-the-line 
Venture  with  most  of  the  equipment 
normally  desired,  including  a  $524  trail- 
er. That's  as  much  as  one-third  less  than 
the  nearest  competitor  and  compares 


with  as  high  as  $15,000  to  $20,000  for 
more  luxurious  sailboats  of  the  same  size 
built  to  stay  in  the  water. 

The  Venture  buyer  also  figures  to  save 
as  much  as  $100  a  month  in  slip  rentals  if 
he  can  park  it  at  home.  Or  the  owner  can 
avoid  the  towing  job  by  leaving  the  boat 
on  its  trailer  at  a  growing  number  of  "dry 
storage"  lots  at  harbors  around  the  coun- 
try and  be  charged  one-third  or  so  of  the 
cost  of  tying  it  up  in  the  water. 

While  the  MacGregors  and  a  few  oth- 
er, mainly  smaller,  companies  have 
thrived  in  this  new  market,  others,  in- 
cluding some  of  the  major  sailboat  com- 
panies, have  foundered.  "We  have  seen 
at  least  20  companies  come  and  go,"  says 
the  bearded,  casual  Roger.  Their  edge, 
the  MacGregors  claim,  is  the  application 
of  a  high  degree  of  assembly-line  tech- 
niques and  a  tight  standardization  of 
parts  to  an  industry  still  characterized  by 


traditional  custom  craftsmanship  an 
loose  controls. 

There  are  still  plenty  of  sailors  wh) 
won't  have  anything  to  do  with  the  hassll 
of  hauling  the  big  boats  on  crowde 
highways,  backing  the  trailer  into  thl 
water  on  bustling  launching  ramps,  raij 
ing  the  mast  and  all  the  other  work  nec 
essary  to  get  one  of  the  trailerables  read 
for  sailing.  Builders  of  conventional  sai, 
boats  snipe  at  them  also,  claiming  th 
trailerables  lack  the  sailing  performanc 
and  seaworthiness  of  their  heavier,  mort 
expensive  models. 

But  those  manufacturers  can  see  th 
storm  warnings  flying  as  berth  space  gel 
scarcer  and  marinas  in  many  parts  of  th 
country  are  caught  in  a  painful  economi 
squeeze.  If  there's  no  place  to  dock  thei 
floating  teak  palaces,  who'll  buy  them 
But  for  the  MacGregors,  any  parking  1c 
will  do.  ■ 


Down  To  The  Sea  On  Trailers:  Roger  and  Mary  Lou  MacGregor  have  made  a  prof- 
itable career  building  over  14,000  trailerable  sailboats  in  the  last  15  years. 
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»UR  WHEEL  RUNNETH  OVER. 

We're  happy  to  report  sales  of  $686,888,000  in  the  first  half  of  1977. 

Our  total  sales  in  76  were  $1,001,410,000.  More  than  a  billion  dollars 
worth  of  Peterbilt  and  Kenworth  trucks,  PCF  railroad  cars,  Dart  mining 
and  construction  vehicles,  Wagner  Mining  Equipment  excavators,  Carco, 
Gearmatic  and  Braden  Winches. 


For  a  copy  of  our  annual  report,  write:  PACCAR  Inc.  Box  1518,  Bellevue,  Washington  98009. 


Faces  Behind  The  Figures 


Barbara's  Heir 

Jane  Pauley,  the  26-year-old  seen  by  3 
million  sJeepy  viewers  daily  on  NBC- 
TV's  Today  show,  is  already  reaping 
handsome  rewards  as  she  sits  in  the  seat 
vacated  by  Barbara  Walters  17  months 
ago.  "I've  never  seen  my  salary  printed 
correctly  anvwhere,"  says  the  blond  star. 
(Try  $150,000  a  year.) 

At  21,  she  was  a  $140-a-week  cub  re- 
porter on  a  local  TV  station;  at  24,  a 
$55,000-a-year  anchorwoman  in  Chica- 
go; and  now  Today.  She  graduated  from 
Indiana  University  in  1971  with  a  degree 
in  political  science  and  a  mind  to  become 
a  newscaster  but  no  journalism  training 
whatever.  Correspondingly,  WISH-TV 
(Indianapolis)  News  Director  Lee  Giles 
knew  nothing  about  the  champion  high 
school  debater.  All  he  knew  was  that  the 
station's  license  was  up  for  renewal  by 
the  Federal  Communications  Commis- 
sion and  he  had  no  women  reporters. 
Pauley  bounded  in,  Giles  hired  her,  and 
three  years  later  she  anchored  the  week- 
end news. 


Meantime,  Chicago's  WMAQ-TV  be- 
gan looking  for  a  partner  for  Floyd 
Kalber,  an  institution  after  11  years  on 
the  air,  but  colorless.  Pauley  got  the  nod 
and  joined  Kalber  to  do  two  newscasts 
daily  as  of  September  1975.  "We  were 
not  a  great  success.  The  ratings  were  not 
good,"  admits  self-assured  Pauley.  So 
she  was  demoted  to  one  newscast  a  day 
and  assigned  to  more  lowly  street-re- 
porting duties. 

Then  Barbara  Walters  deserted  Today 
for  a  lucrative  ABC  contract,  and  again 
Pauley  was  in  the  right  place  at  the  right 
time:  From  2,000  applicants,  President 
Dick  Wald  of  the  NBC  News  division 
chose  her  over  veteran  Betty  Furness 
and  correspondent  Catherine  Mackin. 
The  deciding  factor?  Says  Wald:  "She 
was  better  on  the  air.  She  really  was." 

Pauley  gets  60  letters  a  day,  often 
complaining  that  she  looks  and  sounds 
too  much  like  Barbara  Walters.  But  what 
counts  is  that  Today  maintains  a  strong 
lead  over  the  ABC  and  CBS  competition: 
Over  one-third  of  all  early  morning  view- 
ers tune  to  Today.  ■ 


Pauley  Of  NBC's  Today:  Her  game? 
Being  in  the  right  place  at  the  right 
time.  Her  reward?  $150,000  a  year. 


History,  Not  Fads 

No  TYPICAL  BANKER  is  Charles  M.  Bliss, 
55,  as  of  Oct.  1  president  and  chief  ex- 
ecutive of  Chicago's  Harris  Bankcorp, 
Inc.  and  of  its  underlying  $5-billion-as- 
sets  Harris  Trust  &  Savings  Bank.  High 
among  his  personal  interests  are  history, 
English  literature,  British  country  inns. 
A  nice  guy,  he  is  called  "Charlie"  by 
friends  and  business  associates.  Charlie 
doesn't  find  it  too  difficult  either,  to  go 
out  of  his  way  to  square  a  problem  for  a 
local  policeman. 

Bliss  avocations  fit  the  personality  of 
his  institution.  You  could  characterize 
Harris  as  an  organization  of  faceless, 
gray-suited  men.  "We  are  conservative," 
says  Bliss.  "We  think  a  lot  before  coming 
to  a  decision.  I  am  not  sure  that  is  a  bad 
habit.  We  are  not  going  to  play  follow- 
the-leader  and  act  like  a  lemming,  mov- 
ing into  the  hottest  banking  fields  just 
because  others  are  doing  it."  Maybe  it 
was  luck  in  being  one  of  the  last  to 
consider  it,  or  maybe  it  was  good  sense, 
but  Harris  never  really  got  into  REIT 
lending,  and  was  less  committed  than 
other  banks  in  making  shaky  loans  to  less 
■developed  countries. 

Significantly,  there  were  no  rumors 
about  Harris  "going  under"  in  the  dark 
days  of  1974  and  1975  when  the  head- 
lines almost  daily  struck  fear  into  the 
hearts  of  timid  depositors  and  timid  bank 
stockholders.  Harris  loan  loss  compares 
favorably  to  its  competitors'.  For  the  past 


two  years  the  percentage  of  loan  charge- 
offs  to  loans  (1975:  0.2%,  1976:  0.5%)  has 
been  below  the  average  of  the  country's 
100  largest  banks. 

Bliss  feels  as  well  prepared  to  deal 
with  the  current  slump  in  business  bor- 
rowing from  commercial  banks  as  Harris 
did  with  the  earlier  bad  loan  situation: 


Options:  If  loan  demand  continues 
to  slump,  Harris  Bankcorp's  Bliss 
says  there  are  always  securities. 


"There  is  nothing  new  about  going  withl 
out  loans,"  this  history  buff  recalls.  "Th 
banking  system  functioned  well  throug] 
the  [late]  1930s  until  probably  aboil 
1945  without  any  loans  of  consequence 
Banking  did  not  disappear;  it  invested  i. 
securities.  In  fact,  they  used  to  writl 
articles  in  the  1940s  about  the  concentra 
tion  of  government  debt  in  the  bankinj 
system." 

Bliss  can  visualize  a  return  to  tha| 
structure.  If  they  can't  make  loans,  bank! 
will  be  buying  corporate  bonds  for  porti 
folio,  perhaps  even  commercial  papei 
from  big  corporations  that  don't  wish  H 
borrow  at  the  prime  rate.  "Clearly,  if  yo« 
have  the  sources  of  funds  and  you  can'1 
lend  the  money  to  traditional  borrowersi 
this  means  placing  greater  emphasis  ofl 
investments." 

Back  in  1944  when  Bliss  joined  Harris! 
the  bank  had  52%  of  its  assets  in  invest! 
ments  and  only  22%  in  loans.  At  the  enq 
of  -1976  the  ratio  was  22%  in  invest) 
ments,  37%  in  loans.  This  former  loan 
officer  is  willing  to  allocate  a  larger  share 
of  bank  budget  to  the  investment  side. 

Faceless  and  gray-suited  Harris  Banl 
may  be,  but  you  can  t  find  much  faulj 
with  its  record.  With  one  modest  excepj 
tion  (1971),  its  earnings  have  increased 
every  year  for  the  past  ten,  growing  b)( 
nearly  200%  in  that  decade.  Its  return  on 
stockholders'  equity  last  year  was  13%J 
which  ranked  the  bank  relatively  higo 
among  its  peers.  Sometimes  it  is  bettejj 
to  study  history  than  to  follow  fads.  ■  I 
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The  melting  pot 
of  international  politics 


TO  THE 


the  weekly  newsmagazine 
explains  how  and  why 


>re  than  80,000  top  people  all  over  the  world  already  read  and 
jreciate  to  the  point  international  every  week.  If  you  are  not 
\  of  them,  this  is  what  you  are  missing: 

\  newsmagazine  that  does  not  simply  tell  you  what  happened 
t  week  in  Africa,  the  Middle  East,  Asia. . .  but  why  it  happened 
i  what  it  means.  The  story  behind  the  story. 

\  newsmagazine  that  dissects,  analyses  and  comes  to  the 
lclusions  you  need  to  know.  Will  we  have  a  second  oil  crisis? 
11  there  be  a  new  civil  war  in  Africa? 

A  newsmagazine  that  can  detect  the  trends.  Africa,  for 
tance.  That  is  today's  melting  pot  of  international  politics. 
IJ  the  special  focus  of  to  the  point  international  since  its 
iption. 

A  newsmagazine  that  continues  to  lead.  To  note  the  effects  of 
ifting  power,  to  report  them  in  depth,  to  separate  the  significant 
m  the  sensational  and  superficial. 

Iothe  point  international,  as  Europe's  only  English-language 
:rnationaI  weekly,  looks  at  the  world  with  broad  vision.  It 
sieves  that  what  happens  outside  the  West  can  have  important 


political  and  economic  repercussions  for  the  West. 
FREE  PREVIEW  ISSUE.  We'd  like  you  to  try  our  magazine  at 
no  risk.  Here's  what  you  do.  Fill  in  the  attached  coupon  and 
return  it  to  us.  Send  no  money  now.  Instead  we  send  you  the 
magazine  and  a  bill  that  lets  you  subscribe  for  the  next  six 
months  (26  issues)  for  only  $12. 


TO  THE  POINT  INTERNATIONAL 

Box  697.  Hightstown,  NJ  08520 

^  YES!  I  accept  your  offer  to  receive  a  free  Preview  issue  of  TO  THE  POINT 
I  INTERNATIONAL.  If  I  like  it,  I'll  take  advantage  of  your  special  rate  of  26 
issues  for  $12. 


Name 


Address 


City 


State 


Zip  code 


Signature 

□  Please  bill  me 


6F0I8 


□  Payment  enclosed 


Faces  Behind  The  Figures 


But  What  Can  It  Do? 

Bell  Laboratories,  the  Bell  System's 
research  arm  that  is  the  source  of  such 
profound  advances  as  radio  astronomy 
and  the  semiconductor,  is  fumbling 
around  these  days  with  a  new  laboratory- 
curiosity.  It  is  a  "ferro-glass  with  enor- 
mous capacity  to  store  electricity  that 
confounds  previous  physical  theory  and 
might  lead  to  important  new  break- 
throughs. A  significant  contributor  to  the 
development  process,  it  turns  out,  is  one 
of  Bell  Labs'  patent  attorneys,  George 
Indig,  52. 

You  mean  one  of  those  guys  who  look 
up  old  patents  and  write  applications  for 
new  ones?  What  could  they  have  to  of- 
fer? Just  ask  Indig:  He  ll  tell  you  that  the 
patent  attorney  at  Bell  Labs  and  other 
private  research  outfits  has  evolved  into 
a  research  scientist  and  inventor  in  his 
own  right. 

"The  corporate  inventor  is  one  of  a 
team  of  highly  specialized  people,  work- 
ing in  very  sophisticated  and  expensive 
fields,"  explains  Indig.  "Today,  the  attor- 
ney has  to  be  deeply  involved  from  in- 
ception just  to  keep  up. 

"Moreover,  the  scientist  is  apt  to  be 
interested  in  maximizing  some  discov- 
ered property.  The  patent  attorney  is 


Highs  And  Lows 

The  beauty  of  helicopters  is  that  they 
can  land  on  a  mountain  peak  or  in  an 
otherwise  inaccessible  valley.  That's  also 
the  kind  of  peak-to-valley  existence  they 
have  provided  for  President  James  Burr, 
38,  of  Rocky  Mountain  Helicopters,  a 
private  company  that  leases  helicopters 
and  crews  for  everything  from  hunting 
for  oil  to  laying  pipelines. 

Back  in  1960,  while  still  in  college, 
Burr  and  his  brother  hocked  everything 
to  buy  one  used  helicopter,  and  by  1968 
had  the  largest  helicopter  service  in  the 
inner  mountain  states.  Burr  went  public 
that  year  to  get  expansion  money  and 
soon  lost  control  of  his  company.  Then, 
collateralizing  a  contract  from  the  state  of 
Idaho  to  count  deer  and  elk,  he  set  up 
Rocky  Mountain  Helicopters  in  1969 
with  another  used  helicopter. 

What  really  put  Burr  on  the  map  was 
the  energy  crisis,  and  with  it  the  re- 
newed flurry  of  Rocky  Mountain  oil  and 
gas  exploration,  particularly  the  use  of 
helicopters  for  aerial  seismic  work.  Con- 
tracts from  Shell,  Amoco  and  others  bal- 
looned Rocky  Mountain  Helicopters' 
revenues  from  S200,000  in  1971  to  some 
S14  million  this  year,  while  its  63  chop- 
pers flying  made  it  the  diird-largest  do- 
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naturally  oriented  toward  possible  com- 
mercial application — always  asking, 
'What  can  it  do?' 

"He  sits  in  on  the  meetings,  works  in 
the  lab,  knows  the  other  team  members 
personally.  And  he  contributes  an  over- 
view the  others  do  not  have  of  our  far- 
flung  operation.  He  might  be  one  of  the 
few  people  at  Bell  Labs  in  a  position  to 
realize  what  a  discovery  in  one  lab  could 
mean  somewhere  else." 

No  wonder  one  of  Indig  s  colleagues 
has  his  name  on  some  of  the  recent  Bell 
Labs  patents  on  magnetic  "bubbles" — 
the  coming  computer-memory  technolo- 
gy. Indig  himself  is  proudest  of  helping 
perfect  what  is  now  the  world's  standard 
cable  sheathing,  back  in  1956.  Today,  it's 
the  new  glass. 

"The  inventor,"  says  Indig,  "found  it 
had  enormous  ferroelectric  properties— 
an  interesting  phenomenon  yet  to  be 
used  commercially.  It's  strange;  ferro- 
eleetricity  was  supposed  to  derive  from 
the  structure  of  crystals,  but  this  materi- 
al has  no  crystalline  structure.  We  dis- 
cussed it  at  length  at  meetings,  over 
lunch,  at  many  places.  We  suggested  it 
might  prove  to  have  other  properties  in 
large  degree  as  well.  It  does,  and  they 
have  led  to  a  new  patent  application." 

Potentially  profitable?  Indig  doesn't 


mestic  helicopter  service. 

Unlike  many  a  businessman.  Burr  was 
actually  helped  by  the  environmental 
movement.  Helicopter  logging,  using 
heavy-lift  machines  at  approximately 
SL3.50  an  hour,  now  accounts  for  40%  of 


A  Friend  To  All:  lames  Burr  of  Rocky 
Mountain  Helicopters  likes  both  oil 
companies  and  environmentalists. 


Patenter:  George  Indig,  like  Bell  Labs' 
other  patent  attorneys,  finds  himself 
part  of  the  R&D  effort  he  monitors. 



really  care.  "Money  income  is  not  ouil 
object.  The  real  value  of  our  patents  i| 
their  exchange  rights.  They  give  us  . 
powerful  bargaining  chip  so  we  can  as| 
sure  the  Bell  System  of  access  to  the  best 
existing  technology,  regardless  of  wha 
company  owns  it."  ■ 


his  business.  Power-line  and  ski-lifi 
towers  can  also  be  put  in  place  by  heli 
copter  with  minimum  environmenta 
damage.  "The  environmentalists  are  oui 
buddies,"  says  Burr  with  a  smile.  "We  ns 
friends  of  the  Friends  of  the  Earth.  " 
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The  problem  that  is  still  with  him  ii 
financing.  (A  heavy-lift  Bell  214B,  foi 
example,  costs  over  81  million.)  Burr  ai 
first  raised  money  by  selling  parts  01 
Rocky  Mountain  to  private  investors  who 
then  joined  up  as  officers.  But  only  re- 
cently was  he  able  to  ease  the  strait) 
significantly  by  selling  off  20%  of  the 
company  to  the  investment  subsidiaries 
of  Bank  of  America  and  First  National  oi 
Chicago  for  81  million  in  equity  capital. 

While  Burr  sees  growth  in  areas  like 
health  care  (hospitals  use  helicopters  a$ 
ambulances)  and  the  Alaska  gas  pipeline 
(he  recently  bought  a  helicopter  conw 
pany  in  Alaska),  he  believes  820  million 
revenues  is  about  his  limit.  To  gross 
that,  you  have  to  fly  30,000  to  40,000 
hours  a  year,  and  that  s  a  lot  more  com- 
plex than  running  United  Airlines." 

His  sweetest  triumph,  in  July,  wast 
buying  back  the  helicopter  division  of  his 
old  company.  "It  was  really  the  same 
company  we  founded  in  1960."  he  saysj 
savoring  the  moment.  "So  in  essence  wa 
got  it  all  back.  "  ■ 


lotography  by  Jeff  Foorr,  Bruce  Coleman  Inc. 


"Take  a  long,long  look  at  one  of  the  sea's  most 
charming  creatures -it  could  be  your  last  chance" 


John  Forsy  the,  host,  "The  World  of  Survival" 


[s  is  a  sea  otter, 
p  can  find  small 
nbers  of  them  off 
coasts  of  Cali- 
lia,  Alaska  and 
und  the  Kurile 
inds  and  the 
imchatka  Penin- 
ji  in  the  northern  Pacific. 
Tieir  endearing  habits  include 
uting  on  their  backs,  cuddling 
jir  young,  and  breaking  open 
llfish  against  a  stone  balanced  on 
r  bellies. They  sleep  anchored  to 
s  of  kelp. 


Earlier  this  century  sea  otters 
were  snatched  from  imminent  ex- 
tinction at  the  hands  of  hunters  who 
collected  their  magnificent  fur.  That 
is  why  a  few  hundred  otters  now  live 
off  the  California  coast. 

A  new  menace 

Today  they  face  a  new  menace— oil 
pollution. Their  life  depends  on  their 
fur  coats,  because  they  have  no  fatty 
layer  to  insulate  them  against  cold. 

Air,  trapped  in  the  fur,  serves  as 
insulation.  But  if  oil  mats  the  fur, 
there's  no  insulation  and  the  otter 


freezes  to  death. 

World  Wildlife  Fund  is  cam- 
paigning to  save  the  life  and  re- 
sources of  the  seas  —  for  our  own 
sakes  and  those  of  our  children. 

You  can  help 

Send  for  our  free  information  kit  or 
send  your  tax- 
deductible  contri- 
bution to:  World  THtV-crt^ 
Wildlife  Fund,  nEgff 
Department  FB-2,  yve 
1319  18th  Street,  Northwest, 
Washington,  D.C.  20036. 


World  Wildlife  Fund 


Why  we  offer  two  tax-free  funds. 

With  two  separate  tax-free  municipal  bond  funds, 
Fidelity  can  rnacA  your  specie  investment  needs  and  goals.  Read  the 
following  and  decide  which  fund  is  right  for  you. 


Fidelity  offers  investors  two  separate, 
managed  municipal  bond  funds. 

Our  first  fund,  Fidelity 
Municipal  Bond  Fund,  seeks  high 
tax-free  income  from  issues  with 
longer  maturities. 

Recently,  we  introduced 
Fidelity  Limited  Term  Municipals. 
The  average  maturity  of  its  portfolio 
is  limited  to  12  years  or  less.  Hence 
the  name. 

The  principal  difference. 

The  two  funds  are  founded 
on  a  basic  truth  about  municipal 
bonds:  the 
longer  aver- 
age maturity 
of  a  bond,  the 
higher  the 
expected 
yield. 

Also,  as 
bonds  of  20 
to  30  year 
maturities  will 
be  around  for 
a  spell,  there's 
a  chance  of 
greater  price  fluctuation.  Fidelity 
Municipal  Bond  Fund  invests  in  just 
such  issues. 

Conversely,  Fidelity  Limited 
Term  Municipals  consists  primarily 
of  shorter-term  bonds  with  an  aver- 
age maturity  of  12  years  or  less. 


While  this  should  provide  greater 
stability,  the  price  for  such  peace  of 
mind  is  a  lower  yield. 

Y)ur  investment  principles. 

pjfSVOur  two  funds,  with  their 
m|         different  portfolio 

maturities,  are  meant 
to  appeal  to  different 
sorts  of  investors. 
ii^zS   Fidelity  Limited  Term 
Municipals  is  ^.^T 
designed  for 


For  more  complete  mforrnation, 
including  management  fees,  other  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 
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those  in  higher  tax  brack- 
ets with  shorter-term  in- 
vestment horizons. 
Attorneys,  trust  officers 
and  investment  advisors 
will  also  find  The  Fund, 
with  its  greater  stability,  attractive  for 
clients  and  personal  use.  The  mini- 
mum initial  investment  is  $10,000. 

Business  managers  will 
enjoy  the  benefits  of  immediate  liq- 
uidity with  our  free  check  writing 
feature.  Moreover,  an  investment  in 
Fidelity  Limited  Term  Municipals 
continues  to  earn  tax-free  income 
until  the  check  clears. 

Fidelity  Municipal  Bond 
Fund  has  a  broader  appeal  including 
that  of  higher  tax-free  income.  It's 
designed  for  the  long-term  investor 
who  will  benefit  from  such  income. 
While  this  includes  practically 
everyone,  savers  and  other  individ- 
ual investors  will  see  its  immediate 
appeal.  The  minimum  initial  invest- 
ment is  $2,500. 


I^eliry  Municipal  Bond  Fund. 


For  investors  seeking  high 
tax-free  income  with  long-term 
investment  horizons:  a  managed  port- 
folio of  long-term  tax-free  bonds. 

No  sales  charge  or  redemption  fee. 
Monthly  cash  payments  or  tax-free 

compounding  of  income. 
Telephone  withdrawal  and 

exchange  privileges. 
Full  record  keeping  assistance. 
Largest  diversified  portfolio  of  its 

kind. 

Initial  investment:  $2,500. 


FIDELITY  GROUP 

Over  $5  billion  of  assets  under  management. 


Also,  Fidelity  Municipal 
Bond  Fund  offers  broad  diversifica- 
tion with  the  largest  managed 
municipal  bond  portfolio  of  its  kind. 


The  similarities. 

There  is  no  sales  charge  or 
redemption  fee  for  either  of  these 
funds.  Both  offer  telephone 
withdrawal  and  exchange  privileges 
with  other  Fidelity  no-load  funds . 

Both  are  under  continuous 
professional  management  to  assure 
on-going  quality  and  to  seek  the 
highest  return  consistent  with  each 
Fund's  objective. 


Fidelity  Limited  Term  Municipals. 


For  shorter-term  investment 
needs:  a  managed  portfolio  of  A  or 
better  quality  tax-free  bonds  w  ith  an 
average  maturity  of  12  years  or  less. 

Free  check  writing  feature. 

No  sales  charge  or  redemption  fee. 

Monthly  cash  payments  or  tax-free 

compounding  of  income. 
Telephone  withdrawal  and 

exchange  privileges. 
Full  record  keeping  assistance. 
Sub-accounting  for  professional 

investors  at  no  extra  charge. 
Initial  investment:  $10,000. 


Apply  below. 

You'll  want  to  learn  more 
once  you  select  the  fund  that  best 
meets  your  needs  and  ideals.  Call 
toll-free  or  return  our  coupon  for 
the  free,  informative  literature. 

Call  Ree  (800) 225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


P.O.  Box832.Dept.  FF7I001 

82  Devonshire  St..  Boston.  Mass.  02 103 

For  more  complete  mforrnation, 
including  maitagement  fees,  other  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 


FIDELITY 

LIMITED  TERM  MUNICimLS 


'While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal  income  taxes,  portions  of  such  distributions  may  be  subject  to  some  state  or  local  taxes. 


"ORBES  Money  And  Investments 


The  Economy 


low  Mot  To  Fuel  A  Boom 


3GIC,  and  the  available  statistics,  continue  to  point  to  a  boom 
plant  and  equipment  expenditures.  It  has  been  a  long  wait, 
id  when  a  discouraging  word  is  heard — like  the  slight  down- 
rn  last  month  in  the  Federal  Reserve  s  production  index — 
ore  people  begin  to  fear  that  it  will  not  happen.  But  the 
:onomic  growth  cycle,  already  well  along,  continues.  Con- 
niption continues  to  approach  present  productive  capacity, 
ew  facilities  should  have  a  high  priority. 
Expectations  of  an  acceleration  in  the  pace  of  spending  for 
:w  factories  get  some  fresh  support  from  data  collected  by  the 
ammerce  Department.  The  numbers  show  that  plant  and 
mipment  spending  this  year  should  reach  $136.5  billion,  a 
1.3%  gain  over  1976 — in  economists'  terms,  an  8%  rise  in  real 
owth  after  taking  cost  increases  into  account.  That's  by  no 
eans  boom  proportions,  but  there  is  good  reason  to  think 
pital  spending  should  be  considerably  higher  than  that, 
learly,  the  boards  of  directors  of  U.S.  businesses  would  like 
be  spending  more.  As  the  chart  below  shows,  their  appropri- 
ions  for  new  plant  and  equipment  have  consistently  exceeded 
itlays  for  over  a  year.  For  the  sample  group  reporting  to  The 
anference  Board,  the  backlog  of  unspent  appropriations  has 
own  consistently  and  rapidly.  The  backlog  had  been  flat  for 
me  time  at  $46  billion.  In  the  past  year,  as  appropriations 
ounted  and  expenditures  lagged,  the  backlog  rose  to  $53.4 
llion. 

These  backlogs  should  grow  further,  to  $63  billion  by  the 
id  of  next  year.  That's  encouraging  to  Edgar  R.  Fiedler,  vice 
esident  of  economic  research  at  The  Conference  Board,  but 
)t  a  sign  that  the  boom  has  arrived.  "Although  a  continuation 

the  ongoing  upturn  in  new  investment  seems  likely,"  he 
irns,  "business  confidence  does  not  appear  ebullient  enough 

support  a  full-fledged  capital-spending  boom." 

Fiedler  doesn't  explain  his  observation  about  the  low  level  of 

nfidence,  but  Forbes  can  try.  The  president  of  a  Federal 


Reserve  bank  who  maintains  close  contact  with  capital  goods 
producers  notes  that  appropriations  numbers  are  much  higher 
than  expenditures  because  boards  of  directors — who  vote  ap- 
propriations— have  been  much  more  confident  about  the  need 
for  facilities  than  have  been  the  managers  of  their  businesses. 
The  managers  were  caught  in  a  bind  when  they  laid  out  a  lot  of 
money  for  new  plant  as  the  Seventies  began,  only  to  be  hit  by 
the  1973-75  recession.  Having  run  into  considerable  criticism 
for  having  overestimated  the  vigor  of  demand,  they  wish  to 
avoid  another  round  of  second-guessing. 

But  the  lag  in  spending  goes  beyond  middle-management 
morale.  Possibly  the  biggest  drawback  is  uncertainty  about 
energy  supply  and  energy  cost.  Washington,  certainly,  has  not 
been  helpful  in  calming  such  anxieties.  Corporations  planning 
major  new  production  facilities  go  to  the  Department  of  Ener- 
gy. There,  they  are  told  that  the  best  source  of  heating  and 
power  is  coal.  Then,  the  corporation  submits  plans  and  is 
informed  that  coal  is  dirty  and  does  not  conform  to  Environ- 
mental Protection  Agency  standards.  Use  gas  or  electricity  or 
go  to  the  expense  of  scrubbers,  filters  and  whatever  else  is 
necessary  to  keep  the  air  pure.  If  this  route  seems  too  expen- 
sive, well.  .  .  . 

As  a  consequence,  many  businessmen  are  sitting  on  the 
sidelines  until  bureaucrats  iron  out  their  differences.  Of 
course,  it  is  not  possible  to  hold  back  spending  entirely. 
Expansion  dictated  by  customer  demands  must  go  forward. 

Response  to  urgent  productive  requirements  explains  why 
capital  spending  for  manufacturing  industries  should  increase 
16%  this  year  over  1976,  while  that  for  utilities  and  retail 
establishments  may  be  only  12%.  Orders  for  manufactured 
products  are  much  more  visible  than  demand  for  electricity  or 
for  store  space.  For  next  year,  the  cushions  of  unutilized 
facilities  will  have  deflated  enough  to  bring  all  spending  closer 
to  appropriations.  ■ 


Waiting  For  The  Boom 

■  . — 

Capital  Appropriations^^  / 

N^—-^— —  Capital 

\ . 

Spending 

/      Source:  The 

Conference  Board. 
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Corporate  appropriations  for  plant  and  equipment,  ordi- 
narily a  reliable  precursor  of  actual  spending,  have  risen 
sharply  in  the  past  year.  But  capital  spending  itself  has 
lagged.  Probable  cause:  reluctance  by  anxiety-prone  mid- 
dle managers  to  commit  the  money.  Relief  from  their  cares 
should  soon  be  reflected  in  a  surge  of  capital  spending. 

:  —  Estimated  
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The  8'/2%  Solution 


By  Ben  Weberman 

". .  .  For  those  who  need  short-term  investments,  the 
present  rash  of  refinancing  provides  an  opportunity  . 


n  the  good  old  days,  way  back  in  1974, 
high-quality  corporate  bonds  carried  a 
yield  of  more  than  9%,  and  federal  funds 
and  commercial  paper  were  up  in  the 
12%  range.  Now  the  best  investors  can 
find  is  an  8%  return  on  a  high-quality 
corporate  or  6.2%  for  a  short-term  mon- 
ey market  instrument.  Three-month 
Treasury  bills  bring  an  even  lower  6%. 

It's  hard  to  feel  sorry  for  the  "shudda- 
had-'em"  investor  who  chose  to  wait  for 
something  even  better — and  lost  out. 
But  a  good  main  of  those  who  did  buy 
high-yielding  securities  in  1974  and  1975 
are  entitled  to  a  measure  of  sympathy 
because  right  now  they  have  a  prob- 
lem— or  at  least  a  tough  decision  to 
make.  Because  interest  rates  have  fallen 
sharply,  borrowers  who  raised  high-cost 
money  are  looking  for  ways  to  pay  off  the 
debt.  The  Bell  Telephone  System,  for 
example,  has  given  some  of  its  deben- 
ture holders  a  difficult  choice  by  offering 
to  pay  a  premium  price  today  for  bonds 
that  are  not  callable  for  several  more 
years.  The  holder  must  decide  whether 
to  tender  or  wait  for  first  call  date,  usual- 
ly in  two  years,  when  the  company  can 
order  a  mandatory  redemption. 

Climb  The  Mountain 

Typical  was  the  announcement  by 
Mountain  State  Telephone  &  Telegraph 
that  it  would  pay  SI  12.84  for  each  SI 00 
par  value  of  its  9%  bonds  of  2012.  The 
alternative  was  to  retain  the  issue  and 
run  the  likelihood  that  the  issue  would 
be  called  on  Aug.  1,  1979  at  the  specified 
redemption  price  of  S107.68. 

The  relative  merits  of  turning  in  such 
an  issue  when  tenders  are  requested  or 
waiting  for  the  company-forced  redemp- 
tion later  at  a  lower  price  have  to  be 
sorted  out  case  by  case.  (For  example, 
two  major  bond  analy  sts,  Robert  C.  Peck 
Jr.  of  Merrill  Ly  nch  and  Gerald  D.  Mor- 

Afr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


gan  of  Bache  Halsey  Stuart  Shields  Inc., 
worked  out  examples  that  showed  accep- 
tance of  Mountain  State's  offer  was  basi- 
cally most  advantageous.)  But  for  inves- 
tors generally,  especially  those  who  need 
short-term  investments,  the  present  rash 
of  refinancing  provides  an  opportunity  to 
get  a  better  return  than  is  available  in 
usual  channels.  They  can  purchase  out- 
standing high-coupon  bonds  that  may 
become  subject  to  call  and  therefore  sell 
at  a  discount  price.  As  this  is  written,  a 
three-month  certificate  of  deposit  pays 
6.1%,  90-day  commercial  paper  carries  a 
return  of  6.25%  and  bankers  accep- 
tances pay  6.15%.  A  three-month  Trea- 
sury bill  return  is  in  the  6%  range. 

If  y  ou  want  to  stay  short  term  and  y  et 
get  a  more  generous  return,  think  of 
high-coupon  bond  and  debenture  issues 
as  vehicles  for  short-term  purchase,  not 
as  an  investment  for  long-term  return. 
This  way  you  can  earn  8%  or  more  (annu- 
al rate)  on  purchases  held  for  a  brief 
period — for  three  months,  one  year  or 
even  two  years. 

Some  high-coupon  debt  issues  are  al- 
ready subject  to  call  while  others  have  a 
deferred  first  redemption  date.  In  either 
case,  the  market  price  is  undoubtedly 
held  down  by  the  prospect  of  call  for 
redemption — often  at  a  price  not  much 
higher  than  par.  In  many  cases,  the  call 
price  acts  as  a  ceiling  on  the  market  price 
because  investors  fear  that  the  borrower 
may  exercise  the  option  to  pay  off  the 
securities. 

Under  these  circumstances,  the  yield 
on  high-coupon  bonds  with  a  future 
clouded  by  call  potential  can  bring  a 
significantly  higher  return  than  short- 
term  money  market  instruments.  Take 
the  case  of  the  Clev  eland  Electric  Illumi- 
nating 9.85s  of  2010.  These  A-rated 
bonds  are  not  callable  until  May  1,  1985, 
when  the  company  may  redeem  them  at 
106.46.  While  the  prevailing  yield  on 
lower  coupon  Cleveland  Electric  bonds 
is  about  8.1%,  this  issue  sells  at  $112.50, 
for  a  current  y  ield  of  8.69%  or  a  return  of 
8.23%  when  calculated  to  first  call  in 
1985  Both  are  substantially  higher  than 


any  return  on  a  short-term  issue.  I  er 
phasize  that  I  am  recommending  su« 
issues  for  a  short-term  investment,  n) 
long  term.  Long-term  investors  shou 
not  be  drawn  into  a  seemingly  attracti' 
holding  that  may  be  paid  off  when  intere 
rates  are  relatively  low,  requiring  rei 
vestment  of  the  proceeds  at  poor  y  ields 

The  short-term  investor,  however,  h 
a  different  set  of  objectives.  The  price 
SI  12.50  provides  generous  return  wi) 
ample  protection  from  a  market  declii 
that  would  accompany  a  move  towa, 
higher  interest  rates.  The  price,  for  e 
ample,  would  have  to  be  S120  for  th 
issue  to  carry  the  current  market  yield 
8.1%.  Thus,  there  is  a  cushion  of  7) 
points  in  the  quote  of  $112.50. 

One  stumbling  block  that  must  I 
mentioned  is  the  cost  of  commission 
which  vary  according  to  the  size  of  i|| 
vestment  and  can  be  heavy  for  a  sm» 
buy  er.  Buy  ers  of  less  than  $25. OCX)  at 
time  must  also  be  careful  about  the  pri> 
set  for  the  transaction.  As  a  general  rul 
over  the  counter  is  more  economics 
except  for  small  orders  when  stock  6 
change  use  is  best. 

Many  Candidates 

Dozens  of  issues  have  the  same  hig 
coupon  and  call  features  that  make  the 
useful  for  short-term  purchase.  Iov 
Public  Service  AA-quality  10%s  of  19! 
are  trading  at  $111.50,  which  gives  [ 
current  vield  of  9.41%,  or  a  return 
9.13%  to  first  call  at  $105.10  in  198 
Central  Power  &  Light  9%s  of  201 
also  meet  short-term  investment  r 
quirements  neatly.  Trading  at  $10 
where  the  yield  is  8.68%  on  a  curre 
basis,  they  may  be  refunded  at  $107. 
after  1979  or  can  be  paid  off  at  $108.4 
Other  than  a  sinking  fund  operatic* 
there  is  little  market  risk  on  these  Ai 
rated  bonds. 

Most  fixed-income  analy  sts,  includiil 
Morgan  and  Peck,  hav  e  long  lists  of  ill 
fundable  bonds.  Many  Bell  System 
sues  may  be  called. 

Short-term  investing  is  not  as  pain 
when  high  returns  are  available.  ■ 
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A  better  way 
to  manage 
your  own 
investments 

...introducing 

Designed  to  provide  independent  investors  with  everything  they 
need  to  manage  their  own  investment  portfolios  more 
effectively 

Investment  research  of  institutional  quality  Comprehensive 
reports  on  your  transactions  and  on  your  portfolio's  progress. 
Unlimited  service  from  our  brokers.  Cash  management  features 
-and  cost  savings.  All  of  them  essential  tools  for  serious 
investors  whose  goal  is  steady  accumulation  of  capital. 

Once  you  become  a  Charter  Account  subscriber,  here's  what 
you  receive: 

Research.  The  same  quality  of  research  received  by  the  largest 
financial  institutions -but  in  summary  form  for  quick  reading  or 
ready  reference.  And  Focus,  a  new  monthly  publication 
exclusively  for  Charter  Account  subscribers-condensing  our 
huge  flow  of  fact  and  opinion  to  bring  a  clear  perspective  to  your 
investment  strategy 

Record-Keeping  Reports.  Three  monthly  reports  that 
conveniently  summarize  your  transactions,  your  cash  balances 
and  available  credit,  the  market  value  of  your  holdings,  your 
capital  gains  and  losses,  and  more.  Three  annual  statements  on 
capital  gains,  dividends  and  interest,  to  help  you  with  tax  planning 
and  reporting. 

Personalized,  professional  service.  All  the  help  you  need 
from  our  brokers,  whether  you  make  one  trade  or  a  hundred 

Cash  management  privileges.  The  Charter  Account  pays  you 
interest  on  your  cash  balances  left  for  reinvestment.  Pays  you 
monthly  on  the  income  generated  by  your  portfolio  Offers  you 
credit  either  for  securities  purchases  or  for  personal  use-a 
tuition  bill,  for  instance.  Credit  based  on  the  value  of  securities  in 
your  portfolio-at  the  firm's  minimum  interest  rate. 

Cost  savings.  Special  features  that  can  save  you  money  in  the 
management  of  your  portfolio,  and  in  your  transaction  costs 

If  you'd  like  to  learn  more  about  the  Charter  Account -a 
better  way  to  manage  your  own  investments -and  about 
becoming  a  subscriber,  you'll  find  all  thedetails  in  a  brochure  we'll 
send  you  without  obligation  Simply  mail  the  coupon  below  for 
your  copy 

Smith  Barney,  Harris  Upham  s  Charter  Account 
for  the  private  investor. 


Smith  Barney, 
Harris  Upham 

&Co.  Incorporated 


042A 


Investor  Services  Department 
PO  Box  1000 

Pelham  Manor,  New  York  10803 

Yes  I  m  interested  m  a  Charier  Account  Please  send  me  all  the  details,  including  a 
fee  schedule 


N.ime- 


Address- 


City_ 


-State- 


-Zip. 


Eye  Opening 
*2  Offer 

See  Where 
The  Action  Is 
With  TRENDLINE's 
Unique  Stock  Charts! 

Action  can  spell  quick  stock 
profits,  if  you  make  the  right  move. 
Standard  &  Poor's  TRENDLINE 
shows  you  where  the  action  has 
been  really  hot  on  the  NYSE  and 
ASE  in  the  past  few  days.  Re- 
vealing charts  plot  over  70  stocks 
showing  unusual  activity.  You 
get  this  latest  high  volume/ve- 
locity section  when  you  return 
this  ad  with  $2,  your  name  and 
address  to   


A  division  ot  Standard  &  Poor's  Corporation 

345  Hudson  St.,  New  York,  NY  10014 

Name  


Address. 
City  


State . 


.zip- 


Money  And  Investments 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Call  loll  free  800-527-2654  enept  from  Texas 


FAMILY  CREST  RINGS 

Solid  14K  Gold,  $195. 
Sterling  Silver,  $90. 
WE  WORK  IN  THREE 
BASIC  WAYS  -  If  you 

have  a  crest,  send  a 
copy  of  it,  otherwise 
you  may  check  it 
against  our  list,  or  you 
may  design  your  own 
(see  below).  SEND  FOR  OUR  FREE  COLOR 
CATALOGUE.  If,  in  addition  to  free  catalogue, 
you  want  our  booklet  with  over  20,000  names 
for  which  we  have  crests  available  plus  in- 
structions on  how  to  design  your  own  crest, 
send  us  $1.00. 

HERALDICA  IMPORTS,  INC.  DEPT.  F 

21  WEST  46th  ST.  •  NEW  YORK,  N.Y.  10036 


The  Banksi 


How  Do  You  Replace 
A  Wild  Card? 

". . .  The  public  just  isn't  in  a  mood  to 
gamble;  it  prefers  to  leave  its  money  where  it  is 


In  1973,  when  they  were  reaching  des- 
perately for  money  to  meet  soaring  loan 
demand,  the  nation's  commercial  and 
savings  bankers  sold  no  less  than  $21 
billion  worth  of  so-called  "wild  card"  sav- 
ings certificates.  Since  this  summer  most 
of  these  four-year  certificates  have  been 
coming  due.  They  paid  very  handsome 
rates,  sometimes  fluctuating  with  the 
prime  rate,  in  other  cases  fixed  at  as  high 
as  9%  (to  the  banks'  ultimate  regret). 
Hence  the  "wild  card"  name:  There 
were  no  restrictions  on  interest  rates  so 
long  as  the  certificates  were  over  four- 
year  maturity. 

All  this  summer  the  banks  were  ner- 
vous about  losing  all  this  wild  card  mon- 
ey. They  needn't  have  worried.  In  most 
cases  they  have  been  able  to  hang  on  to 
the  money,  in  many  cases  simply  trans- 
ferring it  to  lower-paying  savings  ac- 
counts. It  seems  that  the  public  just  isn't 
in  a  mood  to  gamble  today;  it  prefers  to 
leave  its  money  where  it  is.  Savings  and 
loan  associations  took  in  $4. 1  billion  in 
new  deposits  during  July,  a  new  high  for 
that  month. 

For  those  investors  who  hold  maturing 
wild  card  certificates,  there  are,  howev- 
er, higher-yield  alternatives  to  simply 
putting  the  money  in  savings  accounts  or 
in  Treasury  bills. 

First,  there  are  the  four-to-seven-year 
savings  certificates  that  pay  up  to  7.75%, 
vs.  a  ceiling  of  5.75%  on  90-day  deposits 
(commercial  bank  rate  ceilings  run 
0.25%  lower). 

Citicorp,  innovating  as  usual,  has 
come  up  with  an  interesting  twist.  It 
offers  a  "rising  rate  note" — backed  by 
the  parent  holding  company,  not  the 
bank — that  is  a  security,  not  a  deposit. 
No  regulatory  ceilings  apply.  And  there 
is  no  Federal  Deposit  Insurance  Corp. 
backing.  The  minimum  amount  that  may 
be  purchased  is  $500. 

A  block  of  $25  million  of  Citicorp's 
rising  rate  notes  has  completed  registra- 
tion with  the  Securities  &  Exchange 
Commission  for  public  sale.  The  notes 
mature  in  five  years  from  date  of  pur- 
chase and  carry  interest  at  a  rate  that 
increases  every  year,  going  from  6.5% 
initially  to  9.5%  in  the  fifth  year.  They 
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are  not  marketable — but  can  be 
back  to  Citicorp  on  any  anniversary 

The  most  startling  development 
ciated  with  this  offering  is  that  Citio 
had  to  register  with  the  SEC  as  a  bro 
dealer  in  order  to  sell  the  notes  on 
own.  Citicorp  Person- to- Person  In\ 
ments.  Inc.  was  formed  May  18, 
and  was  accepted  by  the  SEC 
broker-dealer  specializing  in  these 
on  July  1. 

Initially,  the  effort  is  very  small 
notes  are  being  sold  only  to  residen 
Arizona  and  Colorado.  Proceeds  oi 
financing  will  be  used  for  consume 
lated  financial  services  by  Citicorp'; 
mestic  nonbank  subsidiaries,  \at 
wide  Financial  Services  Corp 
Advance  Mortgage  Corp. 

Citicorp  management's  objectivi 
adopting  this  form  of  offering  and 
keting  is  to  work  toward  a  complete 
of  consumer-type  money-market  im 
ments  and  compete  with  finance  coi 
nies,  small-loan  companies,  savings 
tutions  in  attracting  funds. 

Girard  Trust  Bank  is  seeking  to 
some  of  its  $40-million  wild  card  dep 
that  are  coming  due  by  converting  t| 
into  capital  notes  that  mature  in  e 
ten  or  12  years.  Because  these  are  im 
not  deposits,  they  carry  no  FDIC  1 
ing  and,  in  the  unlikely  event  of  ij 
vency  of  the  bank,  rank  way  down  in 
scale  of  priority  of  repayment.  Thei 
carry  rates  of  8.1%,  8.3%  and  81 
according  to  maturity. 

It's  a  funny  thing,  though.  Most  ft 
tors  are  simply  moving  their  wild 
money  into  regular  savings  accoun 
.  their  certificates  mature.  They  are  s| 
ing  no  great  enthusiasm  for  the  Citi 
or  Girard  notes.  The  competitive 
and  consciousness  that  caused  peop 
stand  in  line  a  few  years  back  to  j 
better  interest  rate  have  disappfl 
along  with  the  headlines  about  hig 
terest  rates.  It  begins  to  look  as  i 
investors  were  responding  to  n 
hype  in  1973  and  1974  in  moving 
money  from  place  to  place  wherevej 
interest  was  higher.  In  normal  times 
ordinary  investor  seems  to  be  a  pj 
placid  person.  ■        By  Ben  Webei 
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alue  Line  looks  at . . . 

itiajor  Stocks 

With 
VE's  Under  5 

And 
fields  Over  6% 

us  the  potential  to  double  in  price, 
9  estimate,  within  3  to  5  years. 

long  1650  major  stocks  under  its  continuing  review, The 
lue  Line  Investment  Survey  finds  . . . 

•  129  stocks  are  selling  at  less  than  5  times  estimated 
current  earnings  .  . .  compared  with  past  P/E  ratios  up 
to  10  times  or  higher. 

•  105  of  these  low-P/E  stocks  also  offer  Appreciation 
Potentials  in  the  next  3  to  5  years  of  more  than  100% 
. .  .  based  on  Value  Line's  estimates  of  their  earnings 
and  P/E  ratios  in  that  future  span.  (31  offer  long-term 
Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "com- 
bination" stocks  currently  yield  from  6%  to  10%, 
based  on  our  estimate  of  dividends  in  the  12  months 
ahead.  (In  many  of  these  stocks,  moreover,  we  look  for 
sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

we  urge  you  not  to  leap  into  stocks  like  these,  good  as 
/  may  sound,  without  also  checking  Value  Line's  current 
rigs  for  Probable  Price  Performance  and— most  im- 
itantly— Safety.  This  is  easy  to  do: 

DATED  EVERY  WEEK 

i  ry  week,  Value  Line's  regular  Summary  &  Index  presents 
!to-date  ratings  of  EACH  of  1650  stocks  relative  to  all  the 
jrs,  as  follows  . . . 

a)  Rank  for  Probable  Price  Performance  in  the  Next 
12  Months— ranging  from  1  (Highest)  down  to  5 
;  (Lowest). 

lb)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5 
Years— showing  the  future  "target"  price  range  and 
percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual 
earnings  and  dividends  in  current  12  months.  Also 
latest  quarterly  results  against  a  year  ago. 

IS  FULL-PAGE  REPORTS 

idition,  each  of  the  1650  stocks  is  the  subject  of  a  com- 
lensive  new  full-page  Rating  &  Report  at  least  once 
y  three  months— including  22  series  of  vital  financial 
operating  statistics  going  back  15  years  and  estimated 
5  years  ahead.  About  125  new  full-page  Reports  like 
are  issued  each  week  .  .  .  1650  every  13  weeks.  All  this 
jrial  is  so  organized  in  your  binder  that  you  can  turn  to 
ntinually  updated  report  on  almost  any  leading  stock. 

ICIAL  INVITATION 

are  invited  to  receive  the  complete  Value  Line  Invest- 
t  Survey  (with  30-day  money-back  guarantee)  for  the 


next  10  weeks  for  only  $29— about  HALF  the  regular  rate— if 
no  member  of  your  household  has  had  a  Value  Line  sub- 
scription in  the  last  two  years. 

This  invitation  will  bring  you— as  a  bonus— Value  Line's  com- 
plete 2000  page  Investors  Reference  Service  (available 
separately  for  $45)  with  our  very  latest  full-page  Reports  on 
all  stocks  under  review.  These  will  then  be  systematically 
updated  by  new  reports  to  be  issued  weekly. 

(These  Pages  Are  Reduced  From  Actual  8V2"  x  11"  size.) 


Investing  in 
Common  Slocks 


Toe  Value  lint  Rankings 
and  other  Criteria  of 
Stock  Valut 


And— as  an  extra  bonus— you  will  also 
receive  Investing  in  Common  Stocks,  by 
Arnold  Bernhard,  Value  Line's  founder  and 
research  chief.  This  64-page  book  explains 
how  even  inexperienced  investors  can  ap- 
ply thousands  of  hours  of  professional  re- 
search to  their  own  portfolios  by  focusing  on  only  two  un- 
equivocal ratings, one  for  Timeliness  (Performance  in  next 
12  months)  the  other  for  Safety.  This  book  is  YOURS  TO 
KEEP  even  if  you  return  the  other  material  under  your 
money-back  guarantee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the 
management  of  your  investments. 

To  accept  this  invitation— and  to  pinpoint  the  current  list  of 
low-P/E  "combination"  stocks  referred  to  above— mail  the 
coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc. 
5  E.  44th  St.,  N.Y.,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and  send 
me  the  two  bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  accompanied  by 
payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC 
CALCULATOR  (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Investment 
Survey  for  one  year— and  send  payment  now. 

□  1  year  for  $285.  My  payment  is  enclosed— send  me  the 
CALCULATOR  as  my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE       ZIP  I 

GUARANTEE:  If  dissatisfied  for  any  reason.  I  may  return  g 
material  within  30  days  for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assignable  Foreign  rates  on  I 
request.  (NY  residents  add  sales  tax.)  616F01 


CALL 


Money  And  Investments 


A  no-load  fund.  Free  prospectus.  Call  or  write 
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and  stockholders.  Operate  from  your  own 
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be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to 
Dept.  21.  Computer  Capital  Corp. 
6922  Holywood  Blvd .  Los  Angeles,  Calif  90028 
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An  Ailing  Markt 


By  Heinz  H.  Biel 


I  he  stock  market  is  an  exceedingly 
sensitive  instrument,  like  a  seismograph. 
It  reflects  the  thoughts  and  even  the 
emotions  of  the  people,  often  long  before 
they,  as  individuals,  are  aware  of  them. 
The  American  stock  market  has  not  been 
in  good  health  since  the  very  first  day  of 
the  year,  and  all  along  we  have  been 
wondering  what  is  ailing  it. 

Since  stocks  represent  ownership  in 
businesses,  the  first  thought,  naturally, 
is  whether  anything  might  be  wrong 
with  the  business  outlook.  Seriously 
wrong,  I  mean,  because  there  is  always 
something  that  could  be  better.  But 
thinking  back  to  the  beginning  of  the 
year,  I  find  that  everything  seemed  to  be 
going  in  the  right  direction. 

The  overall  economy  was  progressing 
nicely.  Relatively  high  unemployment 
was  the  only  remnant  of  the  past  reces- 
sion, but  the  employment  figures  were 
very  good,  and  that  is  the  statistic  that 
really  matters.  There  was  ample  money 
and  credit,  and  interest  rates  were  tend- 
ing downward.  The  rate  of  inflation  was 
still  too  high,  but  at  least  it  was  not 
rising. 

This  basically  favorable  picture  was 
reflected  in  corporate  profits,  which 
were  setting  new  records.  Manage- 
ments, having  finally  learned  that  stock- 
holders don't  want  to  live  on  hopes 
alone,  hastened  to  increase  their  corpo- 
rations' dividends.  Month  after  month 
we  had  more  favorable  dividend  actions 
than  ever  before.  The  combination  of 
drooping  bond  yields  and  higher  divi- 
dend rates  caused  a  narrowing  of  the 
yield  gap  between  bonds  and  stocks, 
something  that  usually  is  regarded  as 
beneficial  for  the  stock  market. 

Alas,  all  the  good  news  didn't  keep 
the  market  from  sagging  to  ever  lower 
levels.  There  were  a  few  rallies,  but 
they  were  feeble  and  technical  in  na- 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin.  Watson  Inc. 


ture.  The  DJI  may  be  down  "or) 
15%  from  the  1976  year-end  level, 
there  is  no  shortage  of  stocks  that  hj 
come  down  two  or  three  times 
much.  What  is  going  on?  Why  shoj 
so  many  good  stocks  sell  at  such 
multiples? 

First  of  all,  let's  keep  in  mind  that 
stock  market  is  suffering  from  a  linj 
ing,  not  an  acute,  disease.  Once  this 
is  recognized,  the  daily  stock  mai 
comments  and  explanations  lose  mud 
their  validity.  The  weekly  money  sud 
figures  and  other  day-to-day  news  it< 
are  not  without  significance,  but  fl 
certainly  don't  explain  why  the  mai 
has  been  misbehaving  for  the  past  i 
months. 

Well,  could  it  be  politics?  Some  ri 
ers  say,  as  they  have  in  the  past,  thl 
have  no  business  writing  about  poM 
However,  as  I  do  not  believe  that  pol 
can  be  divorced  from  the  stock  marki 
have  to  make  it  my  business  to  obs< 
the  interaction  of  the  two. 

It  is  my  impression  that  disench 
ment  with  the  Carter  Administration! 
been  a  very  potent,  if  not  the  dominl 
stock  market  factor.  I  am  not  just  thl 
ing  of  the  Bert  Lance  affair.  It  staj 
much,  much  earlier.  As  long  ago  as  iq 
Mar.  1  column  I  said:  "The  stock  mail 
it  seems,  shares  my  doubts  about 
wisdom  of  our  new  President's  econo 
policies."  That  was  the  time  when 
proposed  a  handout  of  850  to  ev  cry  n 
woman  and  child  in  this  country 
was  meant  to  stimulate  the  econo 
which  was  in  no  need  of  artificial,  ii 
tionary  stimulation.  Congressional  o| 
sition,  fortunately,  squashed  this  h 
brained  project. 

We  all  realize  that  something  has  t 
.done  to  forestall  a  serious  energy  en 
However,  the  Administration's  en 
bill,  now  before  Congress,  will  nol 
that.  Conservation  is  fine  and  undo 
edly  necessary,  but  unless  an  increaj) 
domestic  energy  production  is  acti 
encouraged,  the  outlook  will  get  g 
mer  and  grimmer. 

Soon  there  will  be  a  new  tax 
Rumor  has  it  that  this  bill,  designe 
simplify  our  tax  structure,  will  b< 
complicated  and  so  controversial  that 
chance  of  its  passage  in  the  foresee 
future  is  slim. 

i  " 
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tock  Comments 


pr  Secretary  of  State  does  not  seem 
|ve  covered  himself  with  glory  on  his 
to  the  Near  East  and  Far  East,  and 
Young's  skills  as  a  diplomat  are 
tionable.  The  President's  preoccu- 
n  with  human  rights  is  praisewor- 
to  be  sure,  but  as  the  mainstay  of 
lation's  foreign  policy  it  may  be 
■quate. 

you  think  I  am  unfair  toward  the 
•r  Administration,   I  suggest  you 

a  list  of  its  accomplishments  during 
rst  eight  months  in  office.  I'm  afraid 

wind  up  with  a  blank  page, 
member  the  bear  market  of  1973- 
here  were  good,  basic  reasons  for  a 
e  correction,  such  as,  for  instance, 
ross  overvaluation  of  the  one-deci- 
damour  growth  stocks  or  the  two- 
nflation  rate.  But  I  am  convinced  it 
I  not  have  been  as  bad  had  it  not 


Let's  keep  in  mind  that 
Jtock  market  is  suffer- 
rom  a  lingering,  not 
cute,  disease  . . ." 


or  the  political  upheaval  caused  by 
gate.  It  is  interesting  to  note  that 
ar  market  ended  shortly  after  Nix- 
iigned. 

ji  commentator  on  stocks,  I  cannot 
•  opportunity  go  by  without  a  word 
|  Lance's  stock  portfolio,  as  pub- 
in  the  Sept.  12  issue  of  New  York 
ine.  Except  for  a  few  odd  lots  of 
me  stocks  like  IBM  (three  shares), 
L7  shares),  AT&T  (25  shares)  and 
vestments  in  National  Bank  of 
ia  and  Calhoun  First  National 
Mr.  Lance  has  a  rare  collection  of 
;  known  in  The  Street  as  "cats  and 
There  are  a  total  of  137(!)  issues 

list.  Of  course,  anybody  can  do 
le  wants  with  his  own  (and  bor- 

money,  but  if  this  person  is 
d  with  the  management  of  the 
s  budget,  some  eyebrow-raising 
oe  expected. 

augh  almost  all  stocks  are  not  fair- 
bd,  if  not  actually  undervalued,  I 
•xpect  a  significant  improvement 
;ople — the  people  whose  concert- 
ion  determines  which  way  the 

is  going — lose  their  apprehen- 
d  take  a  more  positive  view  of  the 
1  scene.  Business  news  has  not 

niformly  good  in  recent  weeks. 

confidence  makes  it  look  worse.  I 
rather  not  be  an  aggressive  stock 
r  at  this  time.  ■ 
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You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me  Forbes  Slip  Cases.  My 

check  for  is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name  


(please  print) 


Address. 
City  


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


^/ommodity  traders  have  become  ac- 
customed to  thinking  in  terms  of  bushels 
of  grain,  hundredweights  of  cattle  and 
hogs,  bales  of  cotton  and  ounces  of  sil- 
ver. By  and  large  the  things  speculators 
have  traded  over  the  years  have  the 
smell  of  the  farm,  the  barnyard  or  the 
smelter  about  them.  But  there  is  now  a 
whole  new  class  of  commodities  coming 
into  the  markets  that  have  neither  a  bu- 
colic nor  an  industrial  odor  about  them — 
they  are  called  interest  rates  commod- 
ities. With  the  beginning  of  trading  on 
Sept.  26  of  a  commercial  paper  contract 
on  the  Chicago  Board  of  Trade  there  will 
now  be  four  such  commodities:  a  U.S. 
Treasury  bill  contract  on  the  Internation- 
al Monetary  Market  of  the  Chicago  Mer- 
cantile Exchange,  a  Government  Nation- 
al Mortgage  Association  contract 
(commonly  called  the  Ginnie  Mae  or 
GNMA  contract),  and  a  new  long-term 
U.S.  Treasury  bond  futures  contract. 
The  latter  two  contracts  are  both  traded 
at  the  Chicago  Board  of  Trade. 

Why  Speculate  On  Interest  Rates? 

Interest  rates  in  the  U.S.  since  the  late 
1960s  have  risen  and  fluctuated  as  in  no 
other  period  in  their  history.  Both  long- 
and  short-term  interest  rates  have  been, 
historically,  less  than  6%.  But  in  recent 
years  this  benchmark  rate  has  not  been 
seen  very  frequently.  And  as  rates  went 
higher  so  did  swings  in  interest  rates. 

Futures  trading,  which  over  the  years 
has  provided  a  means  of  minimizing  the 
risks  for  those  affected  by  volatile  price 
movements  in  agricultural  products,  has 
been  extended  to  interest  rates  and  has 
proven  to  be  an  important  means  by 
which  borrowers  and  lenders  can  protect 
themselves  from  interest  rate  volatility. 
And  just  as  in  the  agricultural  futures 
market,  both  lenders  and  borrowers  try 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities. 


Yield  Spreads: 
An  Interesting 
to  Speculate 

By  Stanley  W.  Angrist 


to  shift  their  risk  to  those  who  beli 
they  can  forecast  the  direction  in  wl 
interest  rates  will  move — that  is,  they 
to  get  speculators  to  bear  their  risks. 

The  rapid  acceptance  of  these  i 
tracts  by  lenders,  borrowers  and  spfl 
lators  shows  that  a  need  existed  for  c 
tracts  that  offer  risk  insurance  in  loi 
medium-  and  short-term  interest  ra 
reflective  of  government,  housing 
corporate  financial  activity. 

An  Interest  Rate  Spread 

One  clue  to  the  direction  that  intdj 
rates  may  take  is  the  money  sup 
though  interpretation  of  such  data  is ; 
murky.  Futures  traders  in  T-bills 
GNMAs  reason  that  an  increase  in 
mand  deposits  and  currency  (M-l 
commercial  banks  reflects  a  strong  ej 
omy,  but  then  they  worry  about 
Federal  Reserve  Board  s  Open  Ma( 
Committee  s  reaction  to  "exceptior 
sharp"  increases  in  the  money  suppl 
the  FOMC  believes  the  econom 
overheating,  it  might  adopt  a  tig 
monetary  policy  and  thus  raise  inte 
rates.  So  it  is  not  enough  to  look  atj 
size  of  M-l,  but  one  must  consider 
magnitude  of  its  change  as  well. 

The  yield  curve  is  also  importan 
futures  traders  who  want  to  speculati 
interest  rate  directions.  Normally,  1 
er  maturities  carry  higher  yields  I 
short-term  maturities.  This  situatiol 
called  a  positive  yield  curve  and  it  el 
currently  for  GNMA  and  T-bill  conn 
in  both  the  spot  and  futures  market, 
difference  in  interest  rates  can  be 
ably  exploited  at  rather  modest  rij 
one's  forecast  for  the  economy  is  iq 
right  direction. 

Many  economists  believe  that  the  I 
pansion  of  the  U.S.  economy  should  | 
tinue  until  at  least  the  first  quart* 
1978.  As  the  economy  continues  tfl 
pand,  upward  pressure  on  interest 
should  continue.  When  interest 
rise  rapidly,  short-term  rates  gene 
move  up  faster  than  long-term  r 
Thus  the  slope  of  the  yield  curvB 
comes  less  positive  and  can  even  befl 
negative  (that  is,  short-term  rates  hf 
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n  long-term  rates  as  happened  pen- 
ally in  late  1973  and  early  1974). 
f  interest  rates  continue  to  rise,  a 
?ad  trade  can  be  set  up  to  harvest  a 
fit  from  a  less  positively  sloped  yield 
ve.  The  simplest  way  to  act  on  rising 
rest  rates  is  to  go  long  a  GNMA 
tract  and  short  a  T-bill  contract, 
ep  in  mind  that  prices  move  opposite 
nterest  rates  so  that  if  interest  rates 
the  price  of  a  T-bill  contract  will  fall; 
/ill  the  price  of  a  GNMA  contract  but 
as  far  as  the  T-bill.) 

1%  rise  in  short-term  rates  would 
;e  a  100-basis-point  decline  in  the  T- 
contract  price,  and  since  each  point 
i  contract  is  worth  $25,  such  a  change 
Id  be  worth  $2,500.  The  same 
lge  in  interest  rates  would  produce  a 
it  (or  loss  if  long)  of  about  $7,000  on  a 
MA  contract.  Because  of  the  large 
ity  disparity  between  a  1%  upward 
e  in  interest  rates  for  GNMAs  in 


.  There  is  now  a  new  class 
ommodities  that  have  nei- 
r  a  bucolic  nor  an  industri- 
idor  about  them  .  .  ." 


oarison  with  T-bills  it  is  advisable  to 
tort  three  T-bill  contracts  for  every 
GNMA  contract  you  are  long. 

present  the  difference  in  yield  be- 
n  T-bills  and  GNMAs  for  the  March 
•act  is  about  190  basis  points  (1.9%). 
nterest  rate  traders  have  already 

in  a  one-half  of  1%  narrowing  from 

yields,  which  are  at  about  2.5%. 
I  if  you  put  on  this  trade  you  must 
ve   that    the    difference  between 

and  short-term  yields  in  March  will 
nder  1.9%.  Suppose  that  the  yield 
jd  narrows  by  1%.  Such  a  move 
\\  produce  a  profit  of  about  $7,500 

e  commissions).  If  short-term  rates 
pt  rise  and  the  spread  begins  to 
j»,  I  would  jump  ship  at  a  point 
ii  the  yield  difference  was  2.2%  or  a 

f  about  $2,500  on  the  3-to-l  spread. 

minimum  margin  on  a  long  one 

A  contract/short  three  T-bill  con- 
I  is  $4,250.  Full  commissions  would 

to  be  paid  on  all  four  contracts 
!g  a  total  of  about  $240. 
l  ause  interest  rate  futures  are  new 

st  traders  and  require  a  somewhat 

•nt  kind  of  thinking  than  do  agri- 
ial  commodities,  I  will  discuss  oth- 

crest  rate  futures  contracts  and 

g  strategies  in  columns  to  appear 

near  future.  ■ 
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America's  colleges  have  done  a  lot 
for  you.  Now  it's  your  turn. 
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Mt7 


ll  was  college-trained  minds  that 
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Stock  Trend: 


Ctiriouser  And  Curiouser 


By  Ann  C.  Brown 


I— ewis  Carroll  would  have  loved  this 
year's  stock  market.  Strictly  Alice  in 
Wonderland  stuff  filled  with  timing-con- 
scious White  Rabbits,  dozing  Dormice, 
tearful  Mock  Turtles  and  a  smattering  of 
Mad  Hatters  and  March  Hares.  "Off 
with  their  heads'  seems  to  be  the  rally- 
ing cry  of  research  departments  as  one 
by  one  they  switch  their  bullish  August 
buy  recommendations  into  cautious  au- 
tumn holds.  Still,  nothing  particularly 
unexpected  has  appeared  to  cause  this 
sudden  change  of  heart.  Short-term  in- 
terest rates  have  risen  and  consumer 
spending  is  sputtering,  but  both  these 
events  were  widely  predicted  last 
spring.  Inflation  continues  to  be  a  prob- 
lem, but  this  is  hardly  news  to  anyone 
who  has  read  about  wage  increases  far  in 
excess  of  productivity  gains,  the  boost  in 
the  minimum  wage  and  the  pending  siz- 
able farm  price  support  bill. 

A  quick  look  at  my  "Nervous  Index" 
shows  it  hovering  around  the  85%  level, 
at  which  point  investors,  particularly  the 
large  institutional  ones  with  little  or  no 
immediate  tax  consequences,  adopt  an 
attitude  of  "sell  first,  ask  questions  lat- 
er." At  today's  heavily  discounted  insti- 
tutional commission  rates  they  can  afford 
to  move  to  the  sidelines  to  see  how 
things  develop.  They  can  always  hop 
back  in  with  minimal  transaction 
charges.  With  typical  20-20  hindsight, 
cash  was  the  place  to  be  in  1974  and 
1970,  and  now  the  cheap  trading  costs 
have  made  it  possible  to  look  at  the  other 
guy's  hand  with  little  financial  pain. 

A  Market  Of  Stocks 

Anyone  who  recommends  the  pur- 
chase of  a  stock  in  the  waning  months  of 
a  down  year  should  receive  hazardous 
duty  pay.  If  you  suggest  something  that 
has  been  bombed,  there  is  always  the 

Ann  C.  Brown  is  vice  president  of  the  New 
York  investment  firm  of  Melhado,  Flynn  6 
Associates.  Inc. 
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chance  that  it  will  continue  to  be  sold  to 
remove  the  embarrassment  from  portfo- 
lios. On  the  other  hand,  if  you  favorably 
mention  a  stock  that  has  shown  a  gain, 
you  may  find  that  it,  too,  will  be  sold 
before  year-end  if  only  to  balance  out  the 
losses  from  the  losers.  In  any  event,  here 
are  two  recent  new  highs,  two  lows  and 
one  in  the  middle. 

Schlumberger  (67),  the  premier  com- 
pany in  the  oil  service  industry  0  has  long 
been  a  darling  of  institutional  and  individ- 
ual investors  alike.  Little  wonder.  It  has 
chalked  up  55  consecutive  quarters  of 
earnings  gains  and  has  a  ten-year  growth 
record  exceeding  24%  per  annum.  The 
company  is  numero  uno  in  the  electric 
wireline  logging  business,  which  tells  oil 
drillers  what  things  "look  like"  hundreds 
of  feet  below  ground.  Before  long, 
Schlumberger  plans  to  put  into  operation 
its  new  technique  called  Measurement 
While  Drilling,  which  should  help  the  oil 
companies  drill  faster  and  more  safely. 
For  1977,  Schlumberger  could  earn 
$4.75,  up  from  $3.41  last  year.  In  1978,  $6 
a  share  may  be  possible  and  the  stock, 
which  once  sold  at  a  price/earnings  ratio 
of  54,  seems  attractive  at  11  times  next 
year's  estimated  earnings. 

Another  name  that  pops  up  on  the 
new-high  list  from  time  to  time  is  United 
Energy  Resources  (28),  a  holding  com- 
pany basically  in  the  interstate  and  intra- 
state gas  pipeline  business  but  which 
also  has  oil  and  gas  producing  interests. 
The  company  has  a  nifty  earnings  record 
and  has  the  right  of  first  refusal  to  pur- 
chase gas  from  Pennzoil  through  1979. 
United  Energy  Resources  is  estimated  to 
earn  $5.50  this  year,  up  from  $4.58  in 
1976  and  $3.48  in  1975.  Its  improved 
pricing  flexibility  and  favorable  gas  sup- 
ply position  should  enable  the  company 
to  earn  over  $6  a  share  in  1978 — Mother 
Nature  and  the  federal  government  and 
a  few  sundry  lawsuits  notwithstanding. 

Two  companies  recently  flirting  with 
the  new-low  list  are  CBS  (52)  and  Crown 
Zellerbach  (33).  CBS  reported  good  rev- 
enue gains  for  the  first  half  of  this  year, 
but  pretax  margins  declined — reflecting 


such  things  as  the  weakness  in  nationa 
spot  advertising,  higher  programming 
costs  and  amortization  of  acquisition 
costs.  The  third  quarter  could  be  a  bi\ 
draggy  but  $6.50  still  appears  possible 
for  the  year  as  a  whole,  up  from  $5.7J 
last  year.  Preliminary  estimates  for  197f 
are  in  the  $7  to  $7.20  area,  and  the  stocl 
seems  undervalued  with  a  current  yiek 
of  close  to  4%  and  dividends  that  havi 
steadily  increased  over  the  past  tei 
years,  save  one. 

Crown  Zellerbach,  one  of  the  counj 
try's  largest  paper  producers,  seems  tfl 
have  termites  in  its  stock  price.  Dowij 
over  ten  points  from  the  year's  high  o] 
45,  Zellerbach  has  suffered  from  thJ 
same  problems  faced  by  nearly  evenj 
forest  products  company,  namely  thi 
concern  about  the  possible  taxation 
capital  gains  on  lumber  and  worriet 
about  the  1978  housing  market.  None 
theless,  this  year  looks  good  for  the  com 
pany  with  $4.40  estimated  vs.  last  year'j 
$3.88.  Next  year  $5.10  to  $5.30  could  b< 
attainable  and  the  dividend  stands 
good  chance  of  being  bumped  up  again 
Going  out  on  a  limb,  I'll  bet  that  afte 
much  discussion  the  Senate  will  qua& 
any  capital  gains  taxes  on  timber — o 
make  them  very  moderate.  There  ar 
powerful,  big  tree  interests  in  the  North 
west  and  Southeast. 

E-Systems  (45,  formerly  LTV  Electro 
.systems)  designs,  develops,  produce 
and  services  military  and  commercfc 
electronic  systems.  Now  selling  at  jui 
about  midway  in  its  year  s  price  ran; 
E-Systems  is  big  in  reconnaissance  an 
electronic  countermeasures  (jamming  t 
us),  aircraft  maintenance  and  satellit 
communication  terminals  and  stations 

The  recent  backlog  of  orders  at  th 
end  of  June  was  at  a  record  level  of  $31 
million  compared  with  $258  million 
year  ago.  Since  then,  new  contracts  hav 
been  awarded,  which  should  add 
million  to  $60  million  more.  The  con 
pany  recently  announced  an  8-for-5  stoc 
split  and  a  20%  dividend  increase.  Pit 
split,  the  company  could  earn  $7.70  i 
1977  and  $8.50  next  year.  ■ 
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Never  Underestimate  The 
Power  Of  Compounding! 


nvestors  who  are  shunning  stocks  in 
vor  of  bonds  should  consider  the  math- 
natics  of  dividend  growth.  A  $1  current 
ividend  that  rises  5%  per  year  will 
;ach  $1.62  in  ten  years.  A  $1  current 
ividend  that  rises  8%  per  year  will 
■ach  $2.16  in  ten  years.  The  dividend 
i  Standard  &  Poor's  500  has  risen  at  a 
7c  rate  over  the  last  20  years,  but  at  an 
5%  rate  over  the  last  four  years.  This  is 
no  help  to  investors  who  need  to 
laximize  current  income  for  current 
jending,  but  if  your  retirement  is  at 
ast  ten  years  away,  there  is  strong  logic 
I  sacrificing  some  current  income  to 
tain  higher  future  income. 

Common  stock  investors  have  exper- 
nced  a  disastrous  collapse  in  the  real 
due  of  their  holdings  after  adjustment 
r  inflation  over  the  last  ten  years.  The 
ow  Jones  industrial  average  was  at  880 
'  1967  when  the  Consumer  Price  Index 
as  100.  With  the  DJI  now  at  about  850 
id  the  Consumer  Price  Index  at  183, 

e  level  of  the  Dow  in  1967  dollars  is 

1.  The  purchasing  power  of  this  index 
Is  thus  dropped  45%  in  ten  years. 

The  primary  cause  for  this  miserable 
■rformance  has  been  the  increase  in  the 
jte  of  inflation.  The  rate  in  the  five 

ars  ended  1967  averaged  2%  while  in 

e  last  ten  years  it  has  averaged  about 
re.  The  tripling  of  the  inflation  rate 
;used  a  sharp  rise  in  bond  yields  and  a 

llapse  of  price/earnings  multiples  on 
ticks.  Common  stock  prices  have  al- 

ady  adjusted  to  both  the  basic  6% 
|;nd  rate  of  inflation  and  the  8%  to  8.5% 

'Id  on  long-term  bonds.  Unless  infla- 

>n  accelerates  above  6%  on  a  sustained 

sis,  P/E  multiples  need  not  decline 
rfher  and  in  fact  might  rally  over  the 
ixt  five  years  if  there  is  any  improve- 

Mlt    in    government    policy  toward 

/estors. 

First  Chicago  Corp.  (21,  $2.80  in 
77,  $3.60  in  1978)  is  the  holding  com- 


.  Hoey  is  a  vice  president  and  investment 
ntegist  at  Bache  Halsey  Stuart  Shields. 


By  Richard  B.  Hoey 

pany  for  First  National  Bank  of  Chicago, 
recently  in  the  news  for  its  loan  to  Bert 
Lance.  We  believe  that  the  stock  of  the 
holding  company,  which  yields  about  5% 
and  sells  at  under  six  times  next  year's 
earnings,  is  an  excellent  buy.  Earnings 
per  share  should  rise  19%  this  year  and 
29%  next  year.  Dividend  payments  have 
increased  each  year  for  the  past  decade, 
and  I  expect  another  dividend  increase 
by  the  end  of  1978. 

Metromedia  (27,  $4.85,  $6)  yields 
about  5.5%,  and  sells  at  about  5V2  times 
this  year's  estimated  earnings  of  $4.85 


".  .  .  A  $1  current  dividend 
that  rises  8%  per  year  will 
reach  $2.16  in  ten  years  .  .  ." 


and  under  five  times  next  year's  estimat- 
ed earnings  of  $6.  Since  1973,  the  com- 
pany has  roughly  halved  its  long-term 
debt,  quadrupled  its  earnings  and  tri- 
pled its  dividend.  It  has  had  a  cyclical 
earnings  record,  with  sharp  declines  in 
each  of  the  last  two  recessions,  but  its 
current  outlook  is  excellent,  with  a  24% 
earnings  gain  forecast  for  1978. 

H&R  Block,  Inc.  (22,  $2.13  in  fiscal 
1977,  $2.45  in  1978)  yields  about  5.7% 
on  its  $1.25  dividend.  This  well-known 
company  prepares  11%  of  all  U.S.  in- 
come tax  returns.  Given  its  prospects  for 
steady  earnings  growth  and  $108  million 
in  cash  and  marketable  securities  ($9.70 
per  share),  the  company's  dividend 
seems  quite  secure. 

American  Natural  Resources  (44, 
$5.90,  $6.30)  currently  yields  6.4%  on  its 
$2.80  dividend.  We  expect  a  dividend 
increase  to  $3  over  the  next  12  months, 
which  would  generate  a  yield  on  current 
price  of  6.8%. 

American  Telephone  6-  Telegraph  (61, 
$6.85,  $7.10)  yields  6.9%  on  its  current 
$4.20  dividend.  We  expect  a  dividend 
increase  to  about  $4.60  in  1978,  which 
would  generate  a  7.5%  yield  on  current 
price.  Given  the  prospect  for  continuing 
steady  dividend  increases  for  AT&T,  I 
would  strongly  prefer  the  stock  of  AT&T 


to  the  bonds  of  the  same  company  for 
long-term  investors  who  need  current 
income  today  and  in  the  future.  Since 
the  company's  bonds  yield  about  8%,  the 
yield  sacrifice  from  buying  the  common 
stock  rather  than  the  bonds  is  minimal. 

Aggressive  investors  who  do  not  have  • 
a  strong  need  for  current  income  should 
consider  purchasing  companies  about  to 
experience  a  strong  earnings  upsurge, 
even  if  their  yield  is  low.  For  example, 
Ponder osa  Systems  (13)  earned  46  cents 
in  fiscal  1976,  73  cents  in  1977,  and 
should  earn  $1.93  in  1978  and  $2.50  in 
1979.  The  company  is  selling  at  only  five 
times  estimated  earnings  for  the  year 
ending  February  1979.  The  company  has 
been  remodeling  its  units  to  increase 
per-store  profits  and  this  program  should 
be  completed  in  the  next  six  months. 
The  success  of  the  company's  strategy  of 
upgrading  is  reflected  in  a  20%  rise  in 
the  size  of  the  average  check  to  about 
$2.68  over  the  past  year. 

One  of  my  favorite  speculations  today 
is  TelePrompTer  (9,  43  cents,  78  cents). 
Back  in  the  early  1970s,  TelePrompTer 
was  a  very  troubled  company  and  at  the 
time  I  vowed  never  to  consider  buying 
the  stock.  Judging  by  the  low  institution- 
al ownership  of  this  stock,  many  still  feel 
the  same  way.  But  I  have  changed  my 
mind.  The  management  team  installed 
in  late  1973  has  achieved  success  in  im- 
proving the  company's  fortunes,  and  has 
reported  a  profit  in  the  last  several 
quarters. 

While  the  Japanese  stock  market  has 
been  moving  toward  new  highs,  Japan 
Fund  (8%)  has  remained  down  near  its 
low  for  the  year.  This  is  especially  strik- 
ing since  the  net  asset  value  of  this 
closed-end  mutual  fund  has  benefited 
from  both  the  rise  in  the  Japanese  mar- 
ket and  the  rise  in  the  dollar  value  of  yen 
assets.  The  price  of  Japan  Fund  has  re- 
flected the  bearish  stance  of  U.S.  inves- 
tors on  stocks,  even  though  the  Japanese 
market  has  not  shared  the  U.S.  tribula- 
tions. With  Japan  Fund  selling  at  more 
than  a  25%  discount  from  net  asset  val- 
ue, I  think  that  it's  a  good  buy  for  inve; 
tors  who  wish  to  diversify  their  U.S. 
stock  portfolios.  ■ 
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*IFix  months  ago  I  said:  "If  you  smell 
trouble,  sit  back  and  wait.  You  will  be 
able  to  buy  the  same  overindexed  goods 
Morgan  Guaranty  Trust  owned  at  30 
times  earnings  in  1972  for  ten  times 
earnings  later  this  year."  Boom!  Boom! 
Boom!  If  it  is  not  growth  stock  time,  the 
market  is  destined  to  settle  gently  into 
the  mud.  Probably  too  late  to  sell  the 
basic  industrials,  but  not  so  early  to  buy 
many  of  the  great  growth  companies  that 
are  lower  today  than  they  were  a  decade 
ago.  Balance  sheets  are  strong  and  divi- 
dends have  been  stepping  up  nicely.  If 
indeed  the  economy  throttles  back  gen- 
tly, the  growthies  will  be  impervious  to 
the  cycle  as  they  were  not  in  1973-74, 
and  price/earnings  ratios  are  50%  lower 
at  present. 

For  smokestack  America,  the  answer 
is  in.  The  industrial  heartland  has  had 
its  back  broken  by  declining  operating 
rates  and  the  erosion  of  commodity 
prices  worldwide.  Amid  the  dreary  pro- 
gression of  layoffs  and  plant  closings, 
anyone  who  still  believes  the  country  is 
overheating  should  sit  down  and  talk  to 
Bethlehem  Steel. 

The  country  has  begun  to  slow  down. 
This  is  the  most  sense  we  can  make  of  all 
the  indicators  of  economic  activity,  sur- 
veys of  confidence  levels  and  a  reading  of 
the  Administration's  present  policy  as  it 
affects  business  activity.  Weakening  in 
selective  leading  indicators,  in  durables 
goods  orders,  retail  sales,  a  rise  in  inven- 
tories and  in  inventory -to-sales  ratios  is  a 
sobering  fact.  Pointedly,  the  worldwide 
decline  in  commodity  prices  adumbrates 
a  "slower  growth"  scenario  for  the  major 
industrial  countries  and  is  a  near-term 
plus  in  holding  down  the  rate  of  inflation 
domestically.  Tempering  any  serious  re- 
cessionary trend  is  the  likelihood  of  sub- 
stantial increases  in  federal  spending  as 

Mr.  Sosnoff  is  chairman  of  Atalanta  Capital 
Corp.,  New  York. 


Bullish— For  199 


By  Martin  T.  Sosnoff 


well  as  spending  by  states  and  muj 
palities,  excepting  New  York  City, 
are  presently  running  substantial  bu< 
surpluses. 

The  obvious  concern  of  the  Fed 
Reserve  Board  over  the  rapid  growl) 
the  money  supply  during  the  pasl 
months  as  well  as  the  Treasury  Dej 
ment  policy  of  fostering  a  declining  dj 
relative  to  other  major  currencies  lea 
to  believe  that  monetary  policy  has 
verged  from  fiscal  policy.  It  may  tak» 
months  or  more  to  develop  a  cohe 
economic  program  for  the  country, 
divergence  is  a  near-term  negative; 
deflationary  but  will  lead  to  rising  stt 
term  interest  rates.  The  thesis  of  stepi 
up  business  capital  spending  and  ri 
rates  of  inventory  building,  which  he! 
develop  the  all-too-bullish  economic 
sensus  at  the  beginning  of  the  year, 
probably  be  sorely  tested  between 
and  year-end. 

Uncertainty  over  pending  legislq 
in  the  energy  sector,  tax  reform 
environmental    regulation   has  sh 
business  confidence  and  a  wait-ani 
attitude  is  prevailing.  Without  s 
growth  in  the  gross  private  domestic 
vestment  sector,  there  seems  little  pj 
bility  for  consumer  spending  to  contj 
fueling  growth  at  the  level  of  re| 
quarters.  Individual  savings  rates 
probably  have  to  be  replenished.  \ 
an  impending  trade  deficit  of  $30  bi 
this    year,    our    dependence  rem 
heavy  on  the  oil  surplus  countrie 
invest  in  U.S.  dollar-denominated  si 
rities.  Over  the  long  term,  the  neeo 
U.S.  interest  payments  plus  impoi 
oil  will  lead  to  an  increasing  imbi 
on  the  U.S.  current  account  and 
balance  of  payments.  This  is  a  long- 
negative  that  must  be  dealt  with  b 
Administration  if  the  domestic  ecoi 
is  not  to  be  subjected  to  the  vag; 
international  capital  flows. 

In  summary,  the  bulls  on  the  ecoi 
are  looking  to  the  chancy  sectors  of  £ 
national  product — the  government, 
struction  and  capital  goods  appro 
ations — to  sustain  the  cy  cle  through 
while  the  consumer  catches  his  bre 
We  think  the  stock  market  is  prob 
right  in  discounting  a  soft  landing  irtJ 
with   corporate   profits   flattening  I 
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den.  Unlike  most  recent  economic  cy- 
les,  the  present  one  contains  none  of 
le  tremendous  excesses — no  great  in-, 
entory  splurges,  unprecedented  inter- 
st  rates  or  government  intervention  in 
le  wage-and-price-control  sector.  We 
tiould  get  by  1978  with  a  very  mild 
ontraction  in  consumer  spending  and 
wentory  disaccumulation,  and  there 
bould  be  no  increase  in  the  rate  of 
lflation  above  6%.  As  for  the  high  level 
f  unemployment,  it  will  preclude  any 
lacroeconomic  policies  that  would  dam- 
en  end-product  demand  or  discourage 
apital  investment.  More  likely,  fiscal 
olicy  will  be  quite  stimulative  and  could 
e  a  pivotal  variable  in  preventing  seri- 
us  recession. 

The  market  could  take  several  more 
lonths  to  adjust  to  the  badly  mauled 
conomic  consensus.  There  is  no  sustain- 
lg  leadership  and  the  Dow  might  have 
)  correct  to  800  before  any  meaningful 
ish  flow  would  come  for  equities.  We 
;nse  that  the  index  is  presently  search- 
lg  for  its  base  in  this  cycle  and  market 
;adership  could  go  over  to  the  growth 
:ocks. 


The  stock  market  has  discounted  a 
mild  recession  already  and  perhaps  an 
impending  rise  in  long-term  interest 
rates  of  50  basis  points.  (Interest  rates 
may  not  rise  at  all.)  To  be  sure,  stock 
prices  are  historically  low  by  most  yard- 
sticks— book  value,  price/earnings  ra- 
tios, earnings  yields  compared  with  bond 
yields  and  the  capitalization  rate  of  divi- 


". . .  Anyone  who  still  be- 
lieves the  country  is  overheat- 
ing should  sit  down  and  talk 
to  Bethlehem  Steel  . . ." 


dends.  But  as  yet,  confidence  is  not  in 
the  air.  The  disjointed  fiscal  and  mone- 
tary policies  of  late,  combined  with  the 
decline  of  the  dollar  and  the  obvious 
slowing  down  of  demand  for  major 
worldwide  sectors  of  trade  such  as  cop- 
per, steel,  chemicals,  et  al,  are  the  so- 
bering elements.  Everyone  is  aware  that 
the  present  economic  and  stock  market 
cycles  are  mature.  Until  recently,  it  was 


nearly  impossible  to  make  a  case  for 
declining  inflation  based  on  recent  wage 
cost  settlements.  But  sharply  declining 
commodity  prices,  a  near- term  surplus 
of  oil  and  the  possibility  of  imminent  tax 
reform  proposals  to  stimulate  captial  for- 
mation encourage  us  to  think  that  the 
stock  market  has  overreacted  and  dis- 
counted big  trouble. 

We  have  long  thumped  the  table 
shouting  that  institutional  investors  are 
over  their  ears  in  equities.  Many  of  the 
large  money  pools  have  held  75%  of  their 
assets  in  stocks  during  the  past  five  years 
and  have  a  near-zero  rate  of  return  to 
show  for  it.  The  risk  premium  for  invest- 
ing in  equities  has  eluded  almost  every- 
one. In  one  sense,  professional  investors 
are  captives  of  their  poor  performance 
histories.  They  cannot  afford  to  be  ag- 
gressive at  this  time  and  are  feeling  some 
pressure  to  reduce  equity  exposure  in 
favor  of  fixed  income  yields  of  8%  to 
8.5%  within  the  spectrum  of  A  to  AAA 
bond  ratings. 

Despite  the  continuous  buildup  of 
cash  flow  in  the  pension  fund  sector,  the 
supply-demand  equation  for  the  stock 
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i  can  try  it  for  6  weeks  for  $21. 

The  most  comprehensive  chart  service 
.he  market  today  just  got  more 
iprehensive.  And  less  expensive. 
We've  increased  the  number 
iechnical  and  fundamental 
;  ors  on  our  charts  to  64, 
;sred  our  annual  subscription 
!  e  to  $290  and  created  a  special 
;1  subscription  that  gives  you  six 
>-ks  of  Daily  Graphs  for  only  $21. 

stocks  &  key  fundamentals. 

The  latest  additions  include  a  selection 
Few  Market  Leaders  and  Emerging  Growth  Companies 
elp  you  identify  potential  hot  stocks  based  on  recent 
ket  action  and  earnings  patterns. 
Xou  also  get  such  key  fundamental  indicators  as  insider 
ng  and  buying,  debt-to-equity  ratio,  new  order  backlog, 
|i  50  to  200  day  moving  average  price  line,  and  consensus 
wings  estimate  for  next  year,  to  name  but  a  few. 

i  jalso  tell  you  what's  going  down. 

The  new  Daily  Graphs  also  includes  an  exclusive  seller's 
!  ;ion  that  gives  you  14  key  indicators  of  stock  weaknesses. 

I  service  with  12  months  of  daily  coverage. 

;  \Ne  chart  every  NYSE  and  AMEX  stock  selling  for  at  least 
■ :  share,  and  trading  at  least  400  shares  a  day.  Plus  the 
ing  100  OTC  stocks.  We  cover  every  stock  for  at  least 
n  months.  And  provide  a  full  twelve  months  coverage  for 
,100  most  active  stocks. 


Try  it  for  six  weeks. 

The  coupon  below  will  sign  you  up  for  our  trial  subscription. 
You  can  order  six  weeks  of  Daily  Graphs  for  either  the  NYSE 
or  AMEX  for  only  $21  each.  Or  both  for  only  $39.  (You  can 
also  use  the  coupon  to  take  advantage  of  our  new,  low  annual 
subscription  rates.) 

Free  book  of  bear  facts  with  every  subscription. 

When  you  subscribe  to  Daily  Graphs,  we'll  send  you  a 
free  copy  of  William  O'Neil's  latest  book,  "How  &  When 
to  Sell  Stocks  Short:'  A  $4.95  value. 


Please  send  me  6  weeks  of  Daily  Graphs 
and  "How  &  When  to  Sell  Stocks  Short!' 
Check,  money  order  or  charge  card 
number  must  be  included  with  coupon. 

□  NYSE/OTC  ($21) 

□  AMEX/OTC  ($21)  □  BOTH  ($39) 
Trials  include  postage.  Offer  limited, 
one  time  only  per  household  per 

12  month  period. 

Name  


Iprefer  one  year  (52  weeks)  of  Daily 
Graphs  plus  the  bonus  "How  &  When 
to  Sell  Stocks  Short!' 

□  NYSE/OTC  ($290) 

□  AMEX/OTC  ($290)  □  BOTH  ($550) 
Annual  subscription  rates  do  not  include 
postage.  Postage  will  be  billed  at  cost. 
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Money  And  Investments 


Stock  Trend 


market  is  neutral  at  best.  Individuals, 
mutual  funds,  foreign  investors  and  in- 
surance companies  are  unlikely  to  be 
substantial  takers  on  the  demand  side  in 
the  aggregate.  Much  of  the  pension  fund 
cash  flow  is  earmarked  for  bonds.  The 
stock  market  is  unlikely  ever  to  suffer 
from  a  shortage  of  supply  over  the  inter- 
mediate term  and  this  is  the  force  that 
will  keep  markets  from  taking  off  as  they 
did  in  the  mid-Sixties  and  early 
Seventies. 

In  short,  we  think  the  market  is  likely 
to  trade  in  a  narrow  range  over  the  next 
several  months.  The  economic  setting  is 
too  conjectural  and  the  internal  dynam- 
ics are  yet  to  be  worked  through.  When 
debt/equity  ratios  approach  a  50-50  lev- 
el, we  could  get  very  optimistic.  It  will 
take  a  few  more  years  before  everyone  is 


disgusted  with  the  market  and  underin- 
vested.  Then,  when  the  economic  cycle 
turns  fair,  the  amount  of  cash  stamped- 
ing back  into  stocks  will  be  clocked  in 
tens  of  billions.  The  market  finally  will 


.  .  It  may  take  six  months  to 
develop  a  cohesive  economic 
program  for  the  country  .  . ." 


move  from  800  or  900  to  1600,  and  ev- 
eryone will  think  stocks  are  cheap.  Just 
as  they  are  not  cheap  today  because 
there  is  nobody  left  to  buy  them.  We 
must  still  pay  for  the  excessive  bullish- 
ness of  the  Sixties  and  early  Seventies. 
The  chairman  of  the  board  of  an  illustri- 


ous company  that  manufactures  bandage) 
once  told  me  that  he  would  rather  plan| 
more  trees  on  the  corporate  headquarter) 
lawn  than  raise  the  dividend.  This  kind  rj 
nonsense  has  gone  by  the  boards.  Man] 
agements  of  the  prime  growth  companiq 
are  scared  to  death  of  the  poor  priei 
performance  histories  of  their  stocks  an< 
they  are  raising  dividends  like  crazy.  1 
they  don't,  the  big  money  pools  are  gd 
ing  to  sell  their  holdings  or  vote  tin 
proxies  against  the  incumbent  manage) 
ment  slates.  Watch  for  a  continuoul 
stream  of  dividend  increases  in  the  nes 
few  years.  Maybe  something  so  basic  ani 
simple  as  stocks  yielding  close  to  bon< 
rates  will  pipe  investors  aboard.  This  i 
what  happened  30  years  ago  and  it  couli 
happen  again.  Tune  in  sometime  in  198| 
and  find  out.  ■ 
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HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 


YACHTS  &  BOATS 


REGULAR    CLASSIFIED  LISTINGS: 

All  listings  are  acceoted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
is  $16.05.  Minimum  size  ad  is  one 
inch  (14  agate  lines)  costing 
$224.70.  FORBES  will  typeset  with- 
out charge. 

DISPLAY  CLASSIFIED  ADVERTIS- 
ING: Line  rate  is  $15.75.  Minimum 
size  for  display  is  two  inches  (28 
agate  lines)  costing  $440.  Must  be 
submitted  as  film  negative  or 
camera-ready  mechanical  to  size. 
For  specific  requirements  send  for 
order  form. 

Box  numbers  provided  on  request. 
There  is  no  charge  for  mailing  serv- 
ice on  blind  ads. 

FORBES  CLASSIFIED  is  published 
in  the  first  issue  of  each  month. 
Advertising  closing  date  is  the  first 
day  of  the  preceding  month. 

Frequency  discounts  available.  Pay- 
ment must  accomoany  order  unless 
from  accredited  agency. 

Contact:    Sarah  Madison 

FORBES  CLASSIFIED 

60  Fifth  Ave..  NYC  10011 
(212)  675-7725 


Buy  This  Dream 

This  70'-6"  Auxiliary  Sailing 
Ketch  was  built  in  Holland  in 
1972,  constructed  of  Steel  with 
Diesel  Engine  &  Generator. 
Her  long  list  of  equipment  has 
insured  safe  and  comfortable 
Ocean  crossings.  In  1976  she 
underwent  a  complete  refit 
including  new  sails.  She  is  of- 
fered for  sale  at  a  fraction  of 
new  construction  costs.  For 
complete  specifications,  write 
or  phone 

FRED  KIRTLAND 
c/o  Merrill  Stevens  Dry  Dock  Co. 
P.O.  Box  1980 
Miami,  Florida  33101 
Phone:  (305)  324-5211 


AUTOMOBILES 

SAVE  $2,000  ON  NEW  1978  CARS 

Your  Detroit  Connection  offers  new 
1978  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
you  up  to  $2,000.  Full  factory  war- 
ranty. Free  Detroit  Metro  Airport 
pickup  at  delivery.  Send  make  and 
model  desired  for  a  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48124.  Phone  (313)  565-5577. 


FAST  FACTS 
ABOUT 
FORBES 
SUBSCRIBERS 


Total  Paid  Circulation 
Top  Management 
Own  Corporate  Stock 

(Average  value  $232,000) 
Help  Make  Investment 
Decisions  for  Others 
Average  Income 
Average  Net  Worth 


650,000 
297,000 
601,250 


279,500 
$52,700 
$553,600 

Source:  1976  FORBES  Subscriber  Profile,  (Don  Bowdren  Associates) 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fieids.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  availab'e. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A, 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 

INVESTMENT  NEWSLETTER 

STAY  AFLOAT  &  AWAY  from  the 
reefs  &  shoals  of  this  unpredictable 
market.  Let  the  Wall  Street  Navi- 
gator plot  your  course.  Our*  weekly 
newsletter  discusses  all  pertinent 
factors  fundamental  &  technical. 
For  4  week  trial  subscription  send 
$1.00  to 

STOCK  MARKET  APPRAISAL  INC. 

P.O.  Box  355  Staoleton  Station 
Staten  Island,  New  York  10304 

MERGERS  &  ACQUISITIONS 

OUR  COMPANY  WISHES  TO 
EXPAND  OUR  PRODUCT  LINES 

We  are  interested  in  Product  Lines 
or  Acquisitions  with  Sales  from  low 
to  mid  7  figures.  Reply  in  confi- 
dence to: 

J.  N.  Lippman,  President 
DL  Skin  Care  Products,  Inc. 
47  E.  Market  Street 
Buffalo.  NY  14204 


ART  &  ANTIQUES 

COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI 
airplanes,  autos,  ships,  railroa 
American  scenes,  Indians,  wild 
&  a  variety  of  other  subjects  r« 
to  frame.  Send  $1.00  for  cata 
Write  Collectors  Series,  Dept. 
Box  7919,  Chicago,  IL  60680. 


ART  PRICES 
INT'L  AUCTION  RECORDS  -  1! 

Latest  world-wide  art  auction  pri 
Oil  paintings  •  Water  Colors  •  Di 
ings  •  Engravings  •  Sculpture.  1 
pages  -  7,000  artists  of  all  peril 
over  30,000  prices;  $85.00  post 
(N.Y.  residents  add  applicable  ' 
Send  check  or  money  order 
EDITIONS  PUBLISOL,  P.O.  Box 
Dept.  F2;  Gracie  Sta.  N.Y.  10021 

FOR  INVENTORS 

FREE  DIRECTORY  OF  10C1  C 
PORATIONS  SEEKING  NEW  PR 

UCTS.  Professional,  fee-ba 
invention  service  company.  For 
portant  information  on  Protect 
Developing,  Marketing  your  ini 
tions/ ideas  for  Cash/ Royalty  sa 
write  for  Free  Inventors  Kit 
A-199.  Raymond  Lee  Organizal 
230  Park  Avenue  North,  New  ' 
City  10017. 


INVESTMENT  ADVISO 


YOU  WILL  PREDICT  THE  ST 
MARKET,  2  to  6  months  in  advs 
in  less  than  20  minutes  per  w 
Low  week  OCT  74,  exact  high  v 
75,  1V2%  below  high  week  76. 
tal  plus  668  DJIA  points  in  4V*y 
averaging  less  than  3%  from 
and  bottoms.  Complete  detail 
vealed  for  first  time.  $29.95 
Gaily,  5559  Neumagen,  German 
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BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


EXECUTIVE  GIFTS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

•lect  areas  still  available  for 
elusive  ZIP'Z  "MAKE  YOUR 
VN  SUNDAE"  FRANCHISES, 
eludes  SITE  LOCATION,  EQUIP 
ENT,  and  TRAINING.  Minimum 
1500  cash  investment  required, 
you  qualify— 

:all  toll  free  today 

800  821  2270,Ext.323 

ZIP'Z 

A  DIV.  OH  I.Q.I. ,  INC. 
I470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


TRIBUTORSHIP 

OLAR  ENERGY 

!  of  the  nation's  oldest  pion- 
;  in  the  Solar  Energy  field  is 
'  awarding  Area  Distributor- 
is  to  local  reliable  persons 
\  realize  future  energy  de- 
lds  are  here  now.  High  an- 
I  income.  Part  or  full  time. 
,500  min.  cash  req'd  (sec). 
!  appt.  write  or  call  immedi- 
iy,  SOLAR  SYSTEMS, 
46  Eden  Landing  Rd.,  Suite  4, 
I  Hayward,  CA.  94545. 
(415)  785-0712 


PER  MONTH  EARNINGS  pos- 
filling  out  income  tax  forms  at 
or  tax  office  during  tax  sea- 
We  show  you  how.  Simole, 
ly  learned.  Details  mailed  free, 
lesmen.  Hurry.  Big  demand. 
FEDERATED  TAX 
2044  Montrose 
Chicago  60618 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

with  GIFTIME'S  fabu'ous  col- 
talog  of  giftware  &  novelty 

all  dropshipped  for  you.  No 
ig  or  shipping.  Unique  Bonus 
simulates  orders.  Free  cata- 
>  details  from  GIFTIME,  Inc., 

FB,  4700  Wissahickon  Ave. 
Philadelphia.  PA  19144, 
(215)  842-1400 

:OME  A  SERVICE  BROKER 

jjrvice  all  High  Technology 
:ts  -  Calculators  —  Micro 
uters  —  Electronic  Games,  etc. 
Ilip  to  us,  we  repair.  You  trap 
ofits.  The  Boom  Is  Here. 
Ir  details 

S.B.M.I.  Mr.  Beecher 
(312)  449-2070 


IS  CARING 


BIG  —  Money  Making 
Opportunity 

Our  chlorine  generating  equip- 
ment has  been  used  for  17  years 
world-wide.  They  chlorinate/ 
sterilize  swimming  pool  water 
and  drinking  water  without 
chlorine  or  chemicals.  ■  We  are 
looking  for  selected  people  to 
act  as  dealers  for  us  in  placing 
our  equipment  on  a  month-to- 
month  rental  basis  with  swim- 
ming pool  owners.  Each  dealer 
will  have  a  maximum  of  100 
generators  each,  averaging  $100 
per  month  or  $10,000  gross. 
Dealers  will  net  $9,000  a  month 
after  amortization.  This  is  a  one- 
man  business.  No  sales  crew  or 
expensive  overhead.  To  the  right 
dealer,  we  offer  a  90-day  open 
credit  with  a  modest  investment 
or  with  proper  financial  arrange- 
ments, we  offer  a  six-month 
open  credit.  ■  If  you  feel  you 
can  qualify,  write  or  call 
801-532-5600. 

Halogenic  Products  Corp. 

375  West  400  North 
Salt  Lake  City  UT  84103 


HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  hobby  or 
retirement  project.  Deal  direct  with 
overseas  suppliers.  Tax  free  travel. 
Newest  products  at  fraction  U.S. 
cost.  200%  or  more  profit.  Full  time 
or  few  hours  a  week.  No  product 
investment.  No  costly  middlemen. 
Famous  world  trader  starts  you. 
Free  report  "How  to  Import  and 
Exoort".  Write  Mellinger.  Dept. 
E159A,  Woodland  Hills,  CA  91367. 

CASH  ON  TRASH 

Pollution  Packer,  one  of  the  world's 
leading  commercial  trash  compac- 
tors, has  now  opened  prime  terri- 
tories for  new  distributors  and  deal- 
ers. Pollution  Packer  is  a  portable, 
inside  unit,  with  contemporary  de- 
sign, and  sanitary  operation.  No 
franchise  fees  or  royalties,  minimum 
investment,  and  excellent  profit 
structure.  Write  for  a  catalog  or  call 
TOLL  FREE  for  Dave  Bobert,  V.P.  of 
Marketing,  Tony  Team,  Inc.,  6701 
West  110th  Street,  Mpls.,  MN  55438 
1-800-328  6153,  Ext.  211. 


BE  A  TAX  CONSULTANT 


Income  unlimited  in  ever  growing  profession. 
Our  students  are  earning  lucrative  fees  in  dig- 
nified full  or  part  time  home  office  business 
preparing  income  tax  returns  during  busy  tax 
season  Many  operate  profitable  Business  Tax 
Service  with  steady  monthly  fees  of  S10-S5C 
No  bookkeeping  experience  necessary  We  train 
you  at  home  and  help  you  start  Licensed  by  N  Y. 
Education  Oept  No  agent  will  call.  Write  for 
free  literature  Accredited  Member  NHSC  Ap 
proved  for  Vet  Training   A  home  study  school. 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88KH  N.Y.  109S2 


THE  LAST  WORD  IN 
MATERIAL  HANDLING 

Qwik-Lift  electric  hand  truck  is  rev- 
olutionizing industry.  This  amazing 
machine  will  pick  up  a  thousand 
pound  load,  climb  steps,  and  lift  a 
full  52  inches  high.  Prime  terri- 
tories for  distributors  and  dealers 
are  still  open,  but  closing  fast.  Ex- 
cellent profit,  structure,  no  royal- 
ties or  franchise  fees.  Write  or  call: 
George  Hean,  Qwik-Lift,  Inc.,  11000 
Hampshire  Avenue,  Bloomington, 
MN  55438,  or  call  TOLL  FREE: 
1-800-328-6153.  Ext.  231. 


RELOCATING? 

.  .  .  or  want  to  buy  or  sell 


a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 
details. 


Realty  USA 

P  O.  Box  5780F 

St  Louis.  MO  63121 


FREE  CATALOG 

Big,  Free  Fall  Catalog  describes  and 
pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 


280  ACRES  for  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and 
homesteading.  In  Paraguay,  (con 
sidered  by  investors  "The  Switzer 
land"  of. South  America).  Tax 
benefits  for  cattle  ranching!  For 
details  and  terms  write :  M.  Lee 
Dept  FB  286  Lawrence  Ave.  W. 
Toronto.  Ont.  Canada  MSM  3A8 
TELEPHONE  416-7894536 


MONTANA  RANCHES 

ir  Diversified  Farm  /Ranch  on  Jef- 
ferson River  near  Bozeman.  Very 
productive  unit  with  above-average 
operating  profit  potential.  1,000 
animal  unit  Reputation  Ranch  in 
reputation  area.  One  hour  from 
Helena  or  Missoula.  Scenic  prop- 
erty. Qualified  principals  only 
please.  Retiring  owner.  This  is  a 
rare  &  unique  opportunity,  ir  Con- 
tact Hall  &  Hall  Inc.,  Box  1924,  Bill- 
ings, MT  59103.  406/252-2155. 

St.  John  —  Virgin  Islands  —  This  is 
really  very  different.  Where  two 
thirds  (2/3)  of  island  is  a  national 
park  —  beautiful  beaches  —  own 
over  34  acres  of  beach  land  on 
Great  Cruz  Bay  approved  for  hotel, 
private  club,  water  front  pleasure 
complete   with   commercial  area. 
Basic  development  plans  are  com- 
plete. Will  jointly  develop  or  sell  — 
C.  Aster,  1435-51st  Street 
North  Bergen,  N.J.  07047 
or  phone  201  -  867-8200 

MINI  ESTATE— N.Y. 

Reluctantly  offered  by  stratospheric 
level  Exec,  facing  reloc.  Spacious, 
elegant  manse,  choice  peninsula 
adj  Atlantic  Ocean.  Nr  Yacht  clubs, 
tennis  courts,  fishing,  beaches. 
Hwy  20  min  to  Wall  St.  Beaut,  land- 
scaped, center  hall,  Ige  diningrm; 
woodburning  fireplace  livingrm; 
picture  windowed  den,  huge  decor 
k-tch,  maids  rm,  3  Ige  bedrooms  + 
1  imperially  sized  master  bedrm, 
other  luxurious  features,  $175,000. 
Ask  for  Chapman.  (212)  249-8880 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade- 
mark into  a  custom  woven 
tie.  Subtly.  Tastefully.  Ex- 
clusively yours. 

Impeccable  Hampton  Hall 
quality  in  all  fabrics:  pure 
silk,  DuPont's  Qiana,  or 
polyester.  Minimum  only  150 
ties  Scarves  and  Blazer i 
Badges  also  available. 
Phone  or  write. 

Mampton  Mail,  £td. 

51  East  42nd  Street,  New  York  10017 
k  (212)  687-6810  A 


CONSULTING  & 
MARKETING  SERVICES 

LIST  OF  BLUE  CHIP  STOCKS 
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of  Blue  Chip  Stocks.  Enclose  $5.00 
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on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
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Why  aren't  99%  of 
America's  companies  allowed 
to  get  Dun's  Review? 

They're  too  small. 

To  qualify  for  Dun's  Review,  a  reader  must  be  a 
Chairman,  Vice-President,  Treasurer  or  top-level  manager 
of  a  company  with  a  net  worth  of  $1  million  or  more. 

And  of  all  the  companies  in  the  United  States 
(4,548,000)  less  than  1%  have  a  net 
worth  of  at  least  $1  million 
(43,987). 

Which  means  you  can  reach 
the  most  important  and  influen- 
tial executives  of  America's 
most  influential  corporations. 
Without  paying  a  fortune  for  it. 


For  Gout  with  leaders,  not  followers. 


2nd  Quarter  Report 

COAL  SALES  UP 

A  34%  increase  in  coal  sales  in  the  second 
quarter  contributed  significantly  to  MAPCO's 
overall  37%  jump  in  sales/revenues.  "This 
kind  of  performance  from  the  private 
sector,"  said  Robert  E.  Thomas, 
MAPCO  Chairman,  "is  vital  to  an 
America  seeking  solutions  to 
its  energy  requirements 

To  learn  more 
MAPCO's  16  con 
secutive  years  of 
growth,  write 
for  our  latest 
report. 
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OUghtS.  .  .Business  of  Life 


Change,  not  habit,  is  what 
gets  most  of  us  down;  habit  is 
the  stabilizer  of  human  society, 
change  accounts  for  its  progress. 
William  Feather 


I  take  it  to  be  a  principal 
rule  of  life,  not  to  be  too  much 
addicted  to  only  one  thing. 
Terence 


There  are  two  worlds,  the  world 
that  we  can  measure  with  line  and 
rule,  and  the  world  that  we  feel 
with  our  hearts  and  imaginations. 
Leigh  Hunt 


There  is  danger  in  reckless 
change,  but  greater  danger 
in  blind  conservatism. 
Henry  George 


Tomorrow  to  fresh  woods 
and  pastures  anew. 
John  Milton 


Imagination  is  not  a  talent 
of  some  men,  but  is  the 
health  of  every  man. 
Ralph  Waldo  Emerson 


You  have  to  stop  in  order 
to  change  direction. 
Erich  Fromm 


To  some,  freedom  means 

the  opportunity  to  do  what 

they  want  to  do;  to  most  it  means 

not  to  do  what  they  don't  want  to  do. 

Eric  Hoffer 


Some  people  have  a  perfect  genius 
for  doing  nothing,  and 
doing  it  assiduously. 
Thomas  C.  Halliburton 


No  state  can  be  more  destitute 
than  that  of  a  person,  who,  when 
the  delights  of  sense  forsake  him, 
has  no  pleasures  of  the  mind. 
James  Burgh 


I  omit  much  usual  declamation 
upon  the  dignity  and  capacity 
of  our  nature,  the  superiority 
of  the  soul  to  the  body,  of  the 
rational  to  the  animal  part  of 
our  constitutions;  upon  the 
worthiness,  refinement,  and 
delicacy  of  some  satisfactions; 
and  the  meanness,  grossness,  and 
sensuality  of  others;  because  I 
hold  pleasures  differ  in  nothing 
but  in  continuance  and  intensity. 
William  Paley 


The  road  to  success  is 
usually  off  the  beaten  path. 
Frank  Tyger 


Daniel  Guggenheim,  the  principal 

founder  of  the  vast  Guggenheim 

mining  and  smelting  empire, 

told  me:  "An  executive  who  works 

twelve  months  in  the  year 

does  not  work  more  than  six  months. 

It  is  the  man  who  works  ten 

or  eleven  months  and  does  something 

else  for  one  or  two  months 

who  works  twelve  months." 

B.C.  Forbes 


Timing  is  everything. 

It's  as  important  to  know  when 

as  to  know  how. 

Arnold  Glasow 


One  always  has  time  enough 
if  only  one  applies  it  well. 
Goethe 


To  choose  time  is  to  save  time. 
Francis  Bacon 


The  fool  wanders, 
wise  man  travels. 
Thomas  Fuller 


the 


A  Text . . . 


Try  to  enjoy  the  great  festival 
of  life  with  other  men! 
Epictetus 


When  we  are  young, 

we  are  slavishly  employed  in 

procuring  something  whereby  we 

may  live  comfortably  when 

we  grow  old;  and  when  we  are 

old,  we  perceive  it  is 

too  late  to  live  as  we  proposed. 

Alexander  Pope 


Thus  we  play  the  fool 
with  the  time  and  the 
spirits  of  the  wise  sit 
in  the  clouds  and  mock  us. 
Shakespeare 


More  than  3,0(X)  "Thoughts,  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  hook 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.,  10011.  Add  ap- 
■  propriate  sales  tax  on  New  York 
State  orders. 


Sent  in  by  George  H.  Beine,  Ross,  Calif.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Walk  while  ye  have  the  light,  lest  dar,\ 
ness  come  upon  you. 
John  12:35 
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The  fish  are  thjere.-but  whose  bait? 


'At  Black  &  Decker, 

we  gained 
$15  million  in 
sales  through 
forecasting 

with  our  online 
database." 


Black  &  Deckerls  G.  Dougt] 


In  othe 


"Forecasting  and  monitoring  product 
|  ?nds  and  sales  through  our  IBM  online 
( ta  base  system  is  at  the  very  heart  of  our 
hsiness,"  says  G.  Douglas  Hale,  president 
Hthe  U.S.  Power  Tools  group  at  Black  & 
cker,  Towson,  Maryland. 
"Power  tools  are  complex  products,  re- 
iring  relatively  long  manufacturing  lead 
es,"  continues  Mr.  Hale.  "Since  we  make 
00  different  products  for  consumer  and 
idustrial  markets,  we  can't  afford  to  guess 
;hat  future  demand  will  be. 

"One  measure  of  successful  forecasting 
,  our  ongoing  ability  to  match  product 
iith  demand.  As  an  instance,  at  one  of  the 
jiree  divisions  of  U.  S.  Power  Tools,  the  data 
fese  system  helped  increase  the  order  fill 
ate— the  percentage  of  orders  filled  im- 
mediately—by  31%  in  a  six-month  period. 

"In  turn,  this  reduced  sales  lost  due  to 
unavailability  of  merchandise  by  $15  mil- 
Ion  for  this  division  alone." 

An  online  data  base  organizes  large 
iolumes  of  information  and  gives  people 
fc  computer  terminals  swift  access  to  it. 
deeded  data  can  be  quickly  obtained,  mod- 
tied  and  updated.  New  data  can  also  be 
dded  to  the  base  through  terminals. 

A  $1  million  reduction  in 
computing  costs 

At  Black  &  Decker,  thirty-three  IBM 
277  display  terminals,  online  to  a 
iystem/370  Model  158,  are  used  by  plan- 
ers to  access  a  comprehensive  data  base 
/ith  detailed  information  on  production, 
iventories  and  distribution.  The  data  base 


also  includes  three-year  sales  and  price 
histories  on  all  6,000  products,  as  well  as 
a  running  18-month  sales  forecast  for  each 

of  them.  The  sys- 
tem keeps  daily 
track  of  actual 
sales  for  compari- 
son with  the  fore- 
casts, so  manufac- 
turing schedules 
may  be  adjusted 
accordingly. 


TIME  TYPICALLY  NEEDED 

FOR  FORECAST  ANALYSIS 

Before  ^\ 

/      data  base  \ 

/         system  \ 

/        14  Days 

IDay 

After  data  base  system 

Compared  with  previous  computing 
methods,  the  system  saves  the  company 
about  $1  million  a  year  at  current  workload 
levels. 

Employee  productivity  up  24% 

"Another  use  of  the  computer  has  helped 
us  increase  the  productivity  of  our  distribu- 
tion employees,  measured  in  sales  per  em- 
ployee, by  an  estimated  24%  this  year  con- 
trasted with  two  years  ago,"  says  Mr.  Hale. 

"It  has  aided  us  in  fine-tuning  our  pro- 
duction and  shipment  schedules  in  response 
to  new  customer  needs,  making  possible 
higher  customer  service  standards," 
he  adds. 

Data  base  systems  are  one  of  a  number 
of  ways  IBM  extends  the  power  of  the  com- 
puter to  people  who  need  it.  For  more  h> 
formation,  call  your  IBM  Data  Processing 
Division  representative.  Or  write  for  "Data 
Base  Systems:  The  Business  Benefits"  to 
IBM  Corp.,  Dept.  83F-J, 
1133  Westchester  Ave., 
White  Plains,  N.Y.  10604. 


IBM, 

Data  Processing  Division 


vords,  results. 
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Johnson  Controls 
makes  buildings  earn  more- 
even  those  over  40. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
lesign,  installation,  service-with  our  own  people.  Results?  See  below. 

Art  Museum  computer 
saves  $60,750  in  city  building 
one  mile  away. 

The  JC/80  system  in  the  50-year-old 
Philadelphia  Museum  of  Art  was  tap- 
ped to  save  energy  in  Philadelphia's 
modern  Municipal  Services  Building 
as  well.  Results:  a  $60,750  yearly  sav- 
ings in  electricity  and  steam  costs. 
Send  for  Job  Report  77-37. 


Vs 


1 91 4  building  moves  up 
to  space-age  comfort. 

A  JC/80  system  in  the  63- 
year-old  Northwestern 
Mutual  Life  Building  in  Mil- 
waukee improved  oper- 
ational efficiency  sum- 
mer and  winter,  saved 
10.8%  in  energy 
costs,  too.  Send  for 
Report  77-34. 


U.S.  Naval  Academy 
cuts  energy  costs  27% 

By  expanding  their  Johnson  Controls  JC/80 
building  automation  system  to  four  additional 
buildings  ranging  in  age  from  one  year  to  70 
years  old,  the  Naval  Academy  expects  to  save 
$142,000  yearly,  paying  for  the  expansion  in 
less  than  21/2  years.  Send  for  Job  Report  77-32 


rrom  basic  temperature  controls,  to  life 
iafety  systems,  to  the  computerized  JC/80, 
oday  more  than  one-third  of  all  large  com- 
nercial,  institutional  and  government 
buildings  in  the  U.S.  employ  some  form  of 
Johnson  controls,  and  our  engineers,  in 
115  offices  across  the  U.S.  and  Canada, 
>tand  ready  to  put  their  expertise  to  work 
or  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

-ull  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 
reports  on  similar  buildings  as  well  as 

JOHNSON 


JOBHEPOgL 


CONTROLS 


reports  on  the  buildings  shown  above. 
We'll  also  send  you  "Energy  Manage- 
ment and  Systems  Control  for  Existing 
Buildings:  an  idea  book 
to  help  your  building 
earn  more  and  be  more 
efficient."  Write  to  Fred 
L.  Brengel,  President, 
Johnson  Controls,  Inc., 
Reference  R-2,  Box  423 
Milwaukee,  Wis.  53201 


We  make  buildings  earn  more. 


WE  DECIDED  THE  FUTURE 
HAD  TO  BE  DIGITAL  A  DECADE  AGO 
IT'S  PUT  US  WAY  AHEAD 
OF  EVERYONE  ELSE. 


Telecommunications  traffic  is  expected  to  double  every  five  years.  And  the 
demand  for  data  transmission  is  outpacing  even  that  for  voice.  That's  why,  as 
early  as  the  mid-60s,  Northern  Telecom  made  a  company 
wide  commitment  to  digital  technology,  which  is  designed 
to  handle  data. 

We  set  ourselves  a  massive  task— one  that  meant 
developing  new  technologies  right  across  the  board.  And 
we  set  ourselves  a  time  limit.  So  it  was  with  no  little 
pride  that  Northern  Telecom  in  May,  1976,  became 
the  first  company  in  the  world  to  announce  a  full 
line  of  digital  switching  and  transmission  equipment 

To  the  user,  anywhere  in  the  world.  Northern 
Telecom  digital  systems  provide  unrivaled  facilities  for 
voice  and  data  transmission.  To  telephone  administra- 
tions, digital  equipment  offers  substantial  long  term 
economies  coupled  with  tremendous  expansion  of 
services.  The  digital  world  of  Northern  Telecom  means 
that,  for  the  first  time,  any  company  or  any  country  can 
skip  the  intervening  generations  of  technology  and  install 
the  world's  most  sophisticated  equipment  in  any  part  of  its  communications  network. 

We're  not  talking  about  systems  at  the  drawing  board  stage  (although  we  could). 
We're  talking  reality. 

The  Northern  Telecom  LD-4  is  the  world's  longest  high-capacity  digital  cable 
transmission  system  in  service.  Within  two  years  of  its  introduction  our  digital, 
computer-controlled  SL*  -1  business  communications  system  has  been  sold 
throughout  North  America  and  licensed  for  manufacture  by  domestic 
companies  in  Sweden,  England  and  France.  The  first  of  our  DMS*  family  of 
digital  switching  systems  is  already  in  service. 

With  sales  in  excess  of  $1.1  billion,  Northern  Telecom  is  the  second 
largest  manufacturer  of  telecom- 
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munications  equipment  in  North 
America  and  fifth  in  the  world. 
We  operate  42  plants  and  em- 
ploy more  than  25,000  people 
worldwide. 

Ten  years  ago  we  decided 
the  future  of  communications 
had  to  be  digital.  Today,  digital 
systems  designed  and  develop- 
ed by  Northern  Telecom  are 
solving  communications  prob- 
lems around  the  world. 

Trademark  of  Northern  Telecom  Limited 


Itt 


northern 
telecom 


NORTHERN  TELECOM  LIMITED,  MONTREAL,  CANADA 


TODAY'S  LEADERS  IN  TOMORROW'S  TECHNOLOGIES 


Manufacturing  plants  and  sales  offices  throughout  Canada  and  the  United  States,  also  in  England,  Republic  of  Ireland.  France.  Switzerland, 
West  Germany,  Turkey.  Brazil.  Hong  Kong.  Singapore  and  Malaysia. 


Do  you  think  Ryder 
could  lease  trucks  to  3,630  companies 
if  leasing  were  too  expensive? 


lere's  only  one  way  Ryder  is  able  to  lease  trucks. 
/  proving  that  it  makes  good  solid  business  sense. 

And  we've  proved  it  to  a  lot  of  companies, 
om  the  biggest  industrial  giants  to  the  smallest  one- 
Lick  companies. 

They  may  not  lease  all  tli»jii-  trucks  from  us.  But  they 
ive  found  places  in  their  operation  where  truck  leasing 
lys  off.  Either  because  we  proved  to  them  that  leasing 
ould  not  cost  more  than  owning,  or  because  we  offered 
Tvices  they  couldn't  get  any  other  way.  Like  our  24-hour 
nergency  road  service  at  over  450  Ryder-owned  truck 
srvice  centers  coast  to  coast. 

So  before  you  decide  that  truck  leasing  costs  too 
luch,  find  out  what  a  Ryder  full-service  lease  offers 
du  and  what  the  price  is.That  part  costs  nothing. Start  by 
illing  tell  free  (800)  327-1575.  In  Canada,  call  collect 
16)622-9822.  Or  mail  this  coupon  now 


Ryder,  I  want  to  know  exactly  what  you 
can  do  for  me  and  what  it  will  cost. 


Your  Name/Title 


Company  Name 


Address 


City/State/Zip 


Phone 


R 

RYDER 


Mail  to:  Ryder  Truck  Rental,  Inc. 
Mr.  Joe  Claster,  Vice  President 
P.O.  Box  520816 
Miami,  Florida  33152 


F1 


A  Ryder  truck  lease  costs  less  than  you  think. 
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wMy  wife 
got  me  to  switch  to 

\kntager 


"I  smoke.  My  wife 
doesn't.  And  she 
would  remind  me 
of  the  stories  being 
told  about  high-tar 
cigarettes. 

"Well,  I  began 
looking  into  those 
new  low-tar  cig- 
arettes. 1  tried  just 
about  every  one  that 
came  out.  They 
didnt  satisfy  my 
taste. 

Then  1  read  about 
Vantage.  1  didnt 
expect  much  but  I 
tried  a  pack  anyway. 

'They  were  quite  a 
pleasant  surprise.They 
tasted  really  good  and 


they  actually  had 
less  than  half  the 
tar  of  my  old 
brand. 

"So  now  I 
smoke  Vantage. 

"I.  get  the  taste 
I  want,  and  the  low 
tar  that  she  wants." 

David  Ness 
Seattle,  Washington 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular,  Menthol,  ^-v^^fc 
and  Vantage  100  s.  \, 

FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 
MENTHOL  11  mg.  "tar", 0.8  mg.  nicotine,  av.  per  cigarette.  FTC  Report  AUG.  78 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.per  cigarette  by  FTC  method. 
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Small  Beers,  Smaller  Conclusions 


The  next  bottle  of  "imported" 
beer  you  see  in  a  bar  or  restaurant 
may  indeed  have  been  brewed  in  for- 
eign parts,  or,  as  our  story  on  page  33 
points  out,  it  may  well  have  been 
brewed  right  here  in  the  U.S.  Home- 
made "imports"  are  the  latest  wrinkle 
in  beer  marketing — domestic  beers 
that  borrow,  under  license,  the  looks, 
the  labels  and  the  premium  prices  of 
imported  beers. 

Forbes  being  Forbes, 
our  story  makes  clear  the 
profit  punch  these  new 
beers  pack.  Forbes  edi- 
tors being  human,  we  also 
got  to  wondering  how  the 
stuff  tastes.  We  had  no  dif- 
ficulty in  recruiting  (draft- 
ing?) an  informal  taste 
panel  within  editorial 
ranks  in  New  York  to  check  it  out. 

Our  taste  panel  was  presented  with 
some  Lowenbrau  brewed  in  Munich 
and  some  Lowenbrau  brewed  in  Mil- 
waukee. Its  assignment  was  to  deter- 
mine, not  which  beer  tasted  "better, 
but  simply  which  was  the  brew  made 
abroad. 

Our    method    was    simple.  We 

So  Much  For  Romance 

In  the  line  of  duty  reporting  our 
cover  story  on  the  teeming  new  activ- 
ity in  the  deep-sea  fishing  industry  (p. 
41),  staff  writer  Maxwell  King  found 
himself  on  board  the  Serafina  II,  an 
aging  wooden  fishing  vessel,  outward 
bound  from  Gloucester,   Mass.  "It 
was  a  perfect  late  summer  day — 
bright,    clear,    blue  sky, 
blue  water,"   King  says. 
"As  they  hauled  in  their 
first  catch  of  the  day,  a 
good  one,  I  was  struck  by 
the  ageless  purity  of  the 
task  of  hunting  for  food  on 
the  open  sea.  " 

King's  delight  turned  to 
disgust   when    the  Sera- 
fina's  net  was  opened  and 
the  catch  slithered  across  the  deck. 
"There  among  the  squid,  cod  and 
hake  30  miles  from  the  nearest  land," 
he  says,  "were  tin  cans  and  bottles 
and  other  far-from-ageless  artifacts. 
Just  then,  one  of  the  crewmen  came 
on  deck  from  the  fo'c'sle  with  the 
morning    garbage.    Over    it    went,  returned. 


served  up  a  small  sample  of  each 
brew  in  unmarked  paper  cups.  Our 
tasters — Jack  Conway,  Sally  Har- 
dest)', Vincent  Loccisano,  Tim  New- 
comb,  Bill  Schmick  and  Clothield 
Spencer — were  free  to  swallow  or,  as 
at  a  wine-tasting,  to  spit.  (All  of  them 
swallowed.)  They  were  required  to 
keep  their  opinions  to  themselves  as 
they  tasted.  No  snacks  were  served. 

Another  round  was 
served.  Then  Bill 
Schmick,  who  wrote  our 
story  and  was  keeping 
track  of  who  was  served 
what,  tallied  their  judg- 
ments. Our  conclusions: 

1 .  There  is  a  definite  dif- 
ference in  taste  between 
the  imported  and  domes- 
tic versions  of  Lowenbrau. 
All  six  of  our  beer  sippers  said  so. 

2.  It  may  not  be  all  that  easy  to  tell 
which  beer  is  the  imported  import. 

Four  of  the  six  correctly  identified 
the  Lowenbrau  brewed  in  Munich. 
But  one  of  the  four  was  really  unde- 
cided and  offered  an  opinion,  we 
learned  later,  only  out  of  a  sense  of 
dutv  rather  than  conviction. 


heave  ho,  into  the  sea. 

All  thoughts  about  the  romance  of 
the  fisherfolks'  life  instantly  stopped 
for  King.  "It's  tough  labor,"  King  says. 
"It  combines  wearying  work,  culling 
fish  by  the  thousands,  from  dark  to 
dark  on  any  given  day.  And  the  men? 
They  work  at  it,  complain  about  it,  and 
sometimes  enjoy  it,  like 
any  other  job. 

But  if  the  life  of  the  Glou- 
cester fisherman  is  hard,  it 
is  also  graced  by  the  beauty 
of  the  sea  in  a  way  the  men 
themselves  appreciate. 
Captain    Ben  Chianciola 
slowed  his  trawler  several 
times  to  watch  in  awe  as  the 
black  backs  of  whales  slid 
quietly  through  the  water  a  stone's 
throw  from  the  Serafina.  Later  in  the 
day,  when  he  spotted  an  enormous 
sunfish  (nearly  five  feet  in  diameter), 
he  slowed  the  boat  to  give  landlubber 
King  a  seagull's  view  of  the  shimmc 
disk   of  silver.    Romantic   though b 
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What !  You  haven't  seen 

the  new  KocScik  copier 


$i*xt  *y  iS? 

^ttei rcQii  KodaSc 


Making  the  most  cost-effective  decision  about  a 
copier  isn't  always  easy.  Especially  when  you  don't  have  ail 
the  facts  and  figures. 

Kodak  changes  all  that. 

Kodak  now  offers  a  computerized  copier  evaluation 
service  that  brings  all  the  data  together.  It  helps  make  your 
copier  decision  process  easier,  faster  than  you  ever  thought 
possible.  Based  on  your  own  job  stream,  it  lets  you  compare 
any  equipment  with  Kodak  copiers.  In  dollars  and  cents!  It's 
fast.  It's  impartial.  And  it's  not  confusing. 

Learn  all  the  many  ways  you  come  out  ahead  with 
Kodak  copiers.  Cali  Kodak  toll-free  (800)  828"1450 

In  New  York  State:  (800)  462-4890.  Or,  write  to:  A.  Angert, 
Eastman  Kodak  Company,  Dept.  CD7557,  Rochester,  N.Y  14650. 


Kodak  Ektaprint  copier-duplicators 


Trends 


Edited  by  John  A.  Conway 


Mot  With  A  Bang  .  .  . 

One  of  the  Securities  &  Exchange 
Commission's  longest  investigations,  a 
ive-year  probe  into  ITT's  1970  acquisi- 
ion  of  the  $2-billion  Hartford  Fire  In- 
urance  Co. ,  is  about  to  end— with  a  dull 
hud.  Enforcement  chief  Stanley  Spor- 
;in's  SEC  sleuths  have  been  focusing  on 
i  complicated  deal  that  allowed  ITT  to 


TT  Chairman  Harold  Geneen  (below) 
ind  merger-mastermind  Felix  Rohatyn: 

s  their  billion-dollar  brainchild 
o  be  called  legitimate  at  long  last? 


ell  off  a  big  block  of  Hartford  stock  to  an 
talian  bank,  Mediobanca.  The  sale  had 
o  be  made  because  the  Internal  Rev- 
:nue  Service  held  that  ITT  could  not 
nake  the  Hartford  merger,  which  ITT 
Chairman   Harold  Geneen  considered 


his  crowning  triumph,  a  tax-free  stock 
deal  if  it  already  owned  a  substantial  part 
of  the  insurance  company.  Felix  Roha- 
tyn, an  ITT  director  and  partner  in  La- 
zard  Freres,  the  investment  banking 
firm,  played  a  major  role  in  arranging  the 
convoluted  sale  which,  among  other 
things,  gave  ITT  a  share  in  any  profit 
Mediobanca  got  by  selling  its  Hartford 
stock.  The  tax  stake  justified  the  compli- 
cations; it  could  have  run  as  high  as  $100 
million.  The  SEC  got  into  the  act  when  it 
decided  to  check  whether  the  Medio- 
banca arrangement  had  been  truly  at 
"arms  length"  and  whether  it  had  been 
properly  disclosed  to  ITT  and  Hartford 
shareholders,  as  the  securities  laws  re- 
quire. Sporkin's  troops  have  finished 
their  long  march  but  apparently  found 
nothing  solid  enough  to  justify  a  hard- 
and-fast  decision.  Instead,  the  parties 
involved  will  simply  agree  to  go  and  sin 
no  more — without  anyone  knowing 
what,  if  any,  sin  has  been  committed. 

Steel  For  Sale? 

The  sad  state  of  steel  company  balance 
sheets  has  started  some  Wall  Street  ana- 
lysts talking,  not  about  whether,  but 
when,  these  firms  will  become  targets 
for  takeover.  One  top  specialist  consid- 
ers it  "inevitable"  because  of  the  way 
replacement  costs  have  outstripped  steel 
company  assets.  Another,  Richard  Bari 
of  Argus  Research,  expects  at  least  one  of 
steel's  Big  Ten  to  be  taken  over  before 
the  end  of  1978,  with  the  likely  buyers 
"foreign  and  domestic  oil  companies, 
conglomerates,  natural  resource  compa- 
nies and  automobile  producers." 

Good  And  Bad  Gasoline  News 

Oil  producers  have  good  and  bad  news 
about  the  future  of  gasoline  and  the  en- 
ergy crisis.  The  good  news  is  that  gaso- 
line demand  will  increase  only  2%  a  year 
between  now  and  the  end  of  1979.  The 
bad  news  is  more  complicated,  but  still 
ominous.  Demand  for  unleaded  gas  is 
expected  to  soar  from  1.3  million  barrels 
a  day  last  year  to  3.2  million  daily  in 
1979.  By  then,  it  will  represent  perhaps 
43%  or,  more  likely,  50%  of  total  con- 
sumption (vs.  19%  now).  The  big  catch  is 
that  making  unleaded  gas  with  a  high 
enough  octane  rating  to  prevent  engine 
knock  means  either  employing  an  addi- 
tive or  using  4%  to  6%  more  crude  oil  in 
the  refinery  run.  Antiknock  tetraethyl 
lead,  long  the  standby  in  the  industry,  is 
now  verhoten  and  the  best  substitute, 
called  MMT,  may  damage  catalytic  con- 
verters used  to  cut  exhaust  pollution,  the 
basic  reason  for  unleaded  gas  in  the  first 
place.  (MMT  is  also  suspected  of  causing 


brain  damage  and  is  already  outlawed  in 
California.)  So  the  bad  news  comes  down 
to  the  prospect  of  using  more  imported 
crude  to  make  unleaded  gas  and  a  fur- 
ther worsening  of  the  U.S.  balance  of 
payments.  A  vicious  circle,  in  short. 

What  Price  Glory? 

Elvis  Presley  s  mourners  have  pro- 
vided a  windfall  for  his  hometown  pa- 
pers, The  Memphis  Commercial  Appeal 
and  Press-Scimitar.  After  the  rock  star's 
death,  the  Tennessee  dailies  were  be- 
sieged with  requests  for  issues  that  cov- 


Elvis  Presley:  Remembrance  and  reward. 


ered  it,  with  some  bids  reported  as  high 
as  $300  for  a  copy.  The  Commercial  Ap- 
peal has  now  gone  a  step  further  with 
special,  no-advertising  reprints  of  its 
obituary  issue.  The  paper  has  already 
sold  1.5  million  copies  of  the  50-cent 
special  issue,  for  a  total  of  $7.50,000. 

Japan's  Self-Help  Programs 

Businessmen  who  charge  that  Japa- 
nese competitors  are  wrecking  U.S.  in- 
dustry by  selling  at  cutthroat  prices  have 
a  new  ally,  the  Central  Intelligence 
Agency.  A  just-completed  CIA  study 
concludes  that  Tokyo  has  a  carefully  or- 
chestrated system  of  subsidies  for  its  ex- 
porters. The  Japanese  government,  for 
example,  underwrites  research  projects, 
thus  saving  companies  development 
costs,  and  adjusts  tax  laws  to  benefit  both 
local  industry  and  export  firms.  To  make 
companies  more  competitive  abroad,  To- 
kyo will  restructure  a  whole  industn 
Five  computer  firms  were  merged  into 
two  groups  and  a  string  of  small  steel 


:ORBES,  OCTOBER  15,  1977 


9 


LEBOW 
CLOTHES. 

Lebow  Clothes,  a  great  name  in  its  own 
right,  is  also  a  member  of  the  After  Six 
family  of  brands. 

Does  that  make  a  difference  to  you? 
It  sure  does.  It  means  Lebow  is  on  top  of 
what's  significant  in  all  areas  of  menswear 
and  can  adapt  it  their  way  for  their  suits 
and  sportcoats.  It  gives  Lebow  extra  clout 
so  they  can  command  exclusivity  from 
fabric  mills.  And  with  the  strength  of  the 
corporate  family  behind  it,  Lebow  can 
afford  to  maintain  their  traditional 
standards  of  qua'ity  and  craftsmanship. 

The  result  is  wearable  fashion  with  an 
understated  look  and  richness  of  fabric 
like  this  three  piece  suit  that's  a  subtle 
melding  of  tones.  The  English  saxony 
pure  wool  box-plaid  jacket  with  the  lighter 
shade  for  vest  and  trousers.  It's  at  Morville 
Clothes,  Philadelphia,  Pa.;  Raleigh's, 
Washington,  D.C.;  Rogoff  Bros.  Men's  Shop, 
Shaker  Heights,  Ohio;  Lanson's,  Miami,  Fla.; 
and  other  fine  stores  everywhere.  For  the 
name  of  one  near  you,  write  to  22nd  &  Market 
Streets,  Philadelphia,  Pa.  19103. 

PART  OF  THE 
AFTER  SIX 
FAMILY. 


LEBOW  CLOTHES/A  DIVISION  OF  AFTER  SIX  INC 


F1I127 

~  Or  write  to: 

Porter  Brown.  Director 
P.O.  Box  60347 


^     Oklahoma  City,  Oklahoma  73106 


Name  

Address- 


.  State- 


.  Zip_ 


City  

California  residents:  413-421-5807.  Robert 
McArdle,  Director,  405  Montgomery  Street, 
San  Francisco,  California  94106. 

An  operating  unit  of  C1T  Financial  Corporaiion. 
one  of  the  nations  largest  multiline  financial 

services  organizations,  with  assets 
of  $7.5  billion. 


CjT 


FINANCIAL 
SERVICES 


EXECUTIVE  FINANCIAL  SERVICE 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


companies  welded  into  one  to  strength- 
en their  overseas  selling.  Tokyo  will  also 
lean  on  companies  to  shave  profits  on 
exports,  the  CIA  analysts  stated.  As  an 
overall  lever,  Japan's  conglomerates  are 
encouraged  to  invest  abroad,  which  they 
have  clone  to  the  tune  of  $10  billion, 
while  non-Japanese  investments  in  Japan 
have  been  held  to  $1.5  billion.  To  ensure 
maximum  benefits  to  Japan,  moreover, 
Tokyo  carefully  selects  outsiders.  IBM's 
presence,  for  instance,  helped  improve 
Japanese  computer  technology,  and 
Sears  was  welcomed  for  the  improve- 
ments it  could  bring  to  Japanese  distri- 
bution systems. 

Silence  At  Summa 

That  recent  Las  Vegas  press  confer- 
ence by  a  top  executive  of  Summa  Corp. 
does  not  mean,  as  some  thought,  that 
Howard  Hughes  company  is  abandoning 
the  secrecy  originally  mandated  by  the 
late  millionaire  recluse.  Philip  Hannifin, 
who  handled  the  press  conference  as 
new  boss  of  the  firm's  hotels  and  casinos, 
knows  comparatively  little  about  the  rest 
of  the  company.  The  two  top  Summa 
officials.  President  F.W.  (Bill)  Gay,  an 
old  Hughes  hand,  and  William  Lummis, 
a  Hughes  relative  who  is  Summa's  chair- 
man and  principal  administrator  of  the 
Hughes  estate,  show  no  signs  of  opening 
up.  A  major  reason  is  the  tangle  of  law- 
suits produced  by  the  lack  of  an  accept- 
able Hughes  will.  As  further  reason,  the 
Las  Vegas  judge  who  will  hear  the  so- 
called  "Mormon-will  case'  this  month 
has  imposed  a  gag  order  on  discussing  it. 

Posner's  "Perks" 

That  consent  decree  Victor  Posner 
signed  with  the  Securities  &  Exchange 
Commission  last  month  doesn  t  mean 
the  wheeler-dealer's  troubles  are  over. 
The  SEC  had  alleged  that  Posner  and  his 
son  and  daughter  had  "caused'  half  a 
dozen  Posner-run  companies  to  pay  for 
more  than  $1.7  million  worth  of  personal 
items  like  hotel  suites,  chauffeured  lim- 
ousines and  vacations.  The  three  Posners 
agreed  to  pay  back  $600,000  as  part  of 
the  agreement,  but  that  35-cents-on-the- 
dollar  deal  may  not  be  the  finale.  The 
consent  decree,  SEC  sources  stress,  re- 
quires Posner  to  act  to  correct  past 
abuses,  including  appointment  of  two 
outside  directors  to  a  three-man  audit 
committee.  The  committee,  in  turn,  is 
empowered  to  determine  whether  fur- 
ther corrective  action  (presumably  in- 
cluding more  repayments)  is  in  order. 
The  SEC  sources  also  note  that  Posner's 
case  probably  indicates  the  kind  of  settle- 
ment that  will  result  from  other  probes  of 
undisclosed  corporate  "perks.  ■ 
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lb  the  HS-125  owner 
with  a  global  gleam  in  his  eye. 


Your  two-engine  business  jet  is  a  fine  plane  for 
short  trips.  But  our  spacious  four-engine  JetStar  II 
makes  those  same  trips  with  ease— and  opens  a 
new  worid  for  you  if  your  company's  plans 
involve  expansion. 

The  Lockheed  JetStar  II  can  take  you  around 
the  world  with  all  the  assurance  that  goes  with 
four,  fuel-thrifty  engines  and  all  the  backup 
systems  of  a  modern,  commercial  airliner.  In  fact, 
JetStar  II  is  really  a  small  airliner,  meeting 
commercial  airline  standards  for  over-water  flight. 
It's  the  only  one  that  does. 

JetStar  II  also  opens  a  new  world  of  comfort 
for  you.  It  takes  you  across  continents  nonstop  in 


a  roomy  cabin  whose  6'  1"  headroom  lets  you 
stand  up  straight.  There's  a  full-size  lavatory, 
larger  even  than  on  most  big  jetliners.  And  a  full- 
size  galley  so  everyone  can  eat  at  the  same  time. 
Plus  lots  of  luggage  space  for  10. 

What's  more,  JetStar  II's  quiet,  smokeless 
engines  make  it  a  good  neighbor  at  airports. 

Thinking  of  expanding?  Expand  into  a  small 
airliner  unmatched  in  its  flexibility.  JetStar  II. 
For  trips  short  or  long,  there's  nothing  like  it. 
There  won't  be  for  years.  Why  not  compare 
your  older  two-engine  jet  to  a  new 
JetStar  II  in  a  demonstration  flight? 


Lockheed  JetStar  II 


Gets  you  where  you  want  to  grow. 

Contact  Bryan  Moss,  (404)  424-3206,  Lcxkheed-Georgia  Company,  Marietta,  GA 


IN  MANY  BUILDINGS... 

Energy 
cost  will 
exceed  debt 
service.* 

THE  SOLUTION: 

A  proven 

energy 

budgeting 

design 

management 

system. 

We  are  making  30-50%  reduc- 
tions in  new  buildings  (before  load 
trimming  procedures)  without  add- 
ing significant  first  cost. 

For  both  retrofit  programs  and 
new  construction,  our  Energy 
Budgeting  system  with  design 
monitoring  is  managements'  best 
control. 

Our  business:  Time/Cost  Control 
through  the  overall  management  of 
construction  programs. 

Energy  Budgeting  is  available 
as  a  part  of  our  full  service  or  free 
-standing.  Write  for  pamphlet. 

If  past  methods  and  practices  continue. 


HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 

ATLANTA:  404-881  - 1 666.  Telex  54-21 65. 
880  W  Peachtree  St.,  N.W..  Atlanta.  Georgia 
30309/BALT1MORE:  301-944-3700/BOSTON: 
61 7-723-6020/LOS  ANGELES:  213/479-4256/ 
LONDON,  U.K.:  (Heery-Farrow  Ltd  ]  01-200-1234, 
Telex  85 1  -92299 1  /AMMAN,  JORDAN:  42451. 
Telex  925- 1 567 


Follow-through 


Did  The  Peasants  Revolt? 

Last  year  when  Yves  St.  Laurent  made 
fashion  waves  with  his  extravagantly 
swirling  "peasant  look,  "  the  world  of  chic 
swooned,  retailers  from  Ohrbach  s  to 
Sears  enthused.  Forbes  demurred, 
pointing  out  in  its  Oct.  15,  1976  issue 
that  "the  question  is  whether  women  in 
South  Bend  and  Chillieothe  intend  to 
give  up  their  pantsuits  and  get  into  taffe- 
ta and  silk.  The  general  judgment  so  far, 
probably  not." 

How  did  the  peasant  revolution  fare? 
Both  Forbes  and  the  womens-wear  buy- 
ers, it  turns  out,  were  right — and  wrong. 
Middle  America  did  not  rush  to  buy 
inexpensive  versions  of  St.  Laurent's 
$4,500  originals.  Nonetheless,  the  peas- 
ant look  sent  shock  waves  through  the 
clothing  industry.  "The  skeptics  were 
wrong,"  says  Ellin  Saltzman,  vice  presi- 
dent and  fashion  director  at  New  York 
City's  Saks  Fifth  Avenue.  "Elements  of 
the  peasant  look — soft  skirts,  soft 
blouses,  shawls  and  challis — have  been 
accepted  everywhere.  Skirts  are  selling 
like  crazy." 

Seventh  Avenue  simply  snipped  St. 
Laurent's  swirls  to  fit  the  masses.  "The 
soft  look  is  selling  better  in  large  metro- 
politan areas  but  in  Kokomo,  Ind.  you'll 
find  it  too,"  says  Harvey  Berkman,  ex- 
ecutive vice  president  of  Puritan 
Fashions. 

Jonathan  Logan  s  president  and  chair- 
man, Bichard  Schwartz,  a  1976  unbeliev- 
er, says:  "The  timing  was  right  for  soft 
dressing."  He  refuses,  however,  to 
equate  the  new  styles  with  St.  Laurent's 


creations.  "Peasant  is  costumey,"  he 
says.  "Soft  is  not." 

And  what  happened  to  the  pantsuit? 
Winter  weather,  many  fashion  watchers 
think,  will  put  women  back  into  them, 
but  the  new  look — call  it  peasant,  cal!  it 
soft — is  expected  to  survive.  Ohrbach's 
vice  president  and  fashion  director, 
Irene  Satz,  who  copied  St.  Laurent's 
swirls  for  the  store  last  year,  says:  "It 
influenced  the  whole  fall  line,  and  will  go 
into  the  spring.  " 

The  Future  Car's  Future 

When  Congress  gave  the  green  light  for 
development  of  an  electric  car  a  year 
ago,  Forbes  (Oct.  15,  1976)  shed  its 
skepticism  and  declared  the  project  one 
"that  just  may  turn  on  the  electric-car 
switch  at  last."  Did  it? 

The  big  federal  electric-car  project  is 
on  the  road,  but  the  cars  themselves  are 
nowhere  near  it.  For  one  thing,  Con- 
gress gave  approval — but  no  money.  The 
Energy  Besearch  &  Development  Ad- 
ministration managed  to  "reprogram" 
(federafese  for  scrounge)  S16.7  million 
this  year,  however,  and  for  1978  the 
lawmakers  have  decided  to  give  it  S30 
million.  So,  fundamental  research  is  un- 
der way,  says  project  director  Vincent 
Esposito.  Blanketing  the  country  with 
experimental  models,  the  dream  ex- 
pressed in  Forbes  by  Bepresentative 
Mike  McCormack  (D — Wash.),  an  ar- 
dent sponsor  of  the  electric  car,  is  out. 

EBDA  has  awarded  final  contracts  for 
two  systems  designs,  one  to  General 
Electric,  the  other  to  Garrett  Corp.  The 
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Our  clients  received  this  new  in-depth, 
pro-and-con  report  with  our  compliments. 

So  can  you. 


This  study  of  different  sized  cars  takes  into  consideration  the 
latest  data  on  the  energy  shortage  and  inflation.  It  reveals  — 

1)  How  large  and  small  cars  compare  in  operating  economy, 
resale  value,  efficiency  and  safety. 

2)  How  high  mileage  and  hard  use  may  effect  maintenance 
and  replacement  cycling. 

3)  Plus  accurate  side-by-side  measurements  of  the  monthly 
expenses  and  depreciation  for  large  and  small  cars. 

And  a  great  deal  more. 

So  clip  out  the  coupon  and  send  for  our  new  report  com- 
paring small  vs.  large  cars.  Size  them  up.  For  free. 


inc. 


6200  N.  Western  Ave..  Chicago,  Illinois  60659 

leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  39  years. 
Serving  over  500  of  America's  leading  corporations. 


WHEELS  inc.  and  associated  companies 

6200  N. Western  Ave.,  Chicago,  III.  60659  Dept.  F-107 

I'm  interested  in  finding  out  exactly  how  much  money,  time 
and  effort  I  can  save  in  my  fleet's  operation.  Please  send  me 
Wheels'  "Big  vs.  Small  Cars"  report  without  cost  or  obligation. 

We  operate. 
□  Leased 


□  Co.  Owned 


□  Salesmen  Owned 


COMPANY 
ADDRESS  _ 
CITY   


It's  too  simple  to  say  the 
energy  problem  is  over  our  heads 


)  {{ 


when  the  answer  is  under  our  feet. 


It's  time  to  make  some  sense 

out  of  America's  energy 
problem— time  to  read  between 
the  lines  of  scientific 
technology  and  governmental 
rhetoric.  The  simple  truth  is  that, 
with  present  government  controls, 
and  price  structures,  we're 
running  short  of  natural  gas  and 
importing  far  too  much  oil. 
Ironically,  we're  standing  on 
ground  that  is  rich  with  fuel 
reserves— especially  coal. 

It's  been  said  that  the  U.S.  is  to 

coal  what  the  Middle  East  is  to  oil, 
and  that  s  true.  The  coal  beneath 
our  feet  could  supply  at  least  twice 
the  energy  equivalent  of  all  the 
oil  in  the  Middle  East  There's 
enough  to  last  us  for  centuries. 
All  we  have  to  do  is  use  it. 

Burning  coal  can  present 
environmental  problems  and 


converting  to  it,  where  possible, 
can  also  mean  great  financial 
burdens  and  delays.  Research  is 
revealing  methods  for  liquefying 
and  gasifying  coal  in  the  future  to 
conform  with  environmental 
standards.  However,  coal  is  our 
most  abundant  resource  for 
producing  electric  energy, 
and  we  do  plan  to  use  it  in  an 
environmentally  acceptable  manner. 

At  Middle  South  Utilities,  we  re 

committed  to  coal  as  one  way  out 
of  the  energy  crisis.  And  to 
demonstrate  this  commitment 
we're  building  two  new  coal-fueled 
generating  units  and  have  plans 
for  more.  They  reflect  our 
determination  as  a  major  U.S. 
utility  system  to  serve  the  needs 
of  a  growing  Middle  South  area 
with  reliable  and  economical 
electric  energy. 


It's  too  simple  to  say  the  energy 
problem  is  over  our  heads  when 
the  answer  is  under  our  feet. 
Middle  South  Utilities.  Making 
energy  that  makes  sense. 


MIDDLE 
SOUTH  EJB 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


Follow-through 


Detroit  Big  Four — General  Motors, 
Ford,  Chrysler  and  American  Motors — 
while  still  carrying  on  their  own  electric 
car  projects,  are — except  for  battery  re- 
search— standing  aside  from  this  one. 
Congress  directed  ERDA  to  put  the  first 
demonstration  vehicles  on  the  road  by 
next  October,  but  these  will  probably 
number  only  about  200,  not  the  original- 
ly projected  2,500.  ERDA  will  buy  a 
total  of  7,500,  but — pending  legisla- 
tion— the  buying  will  be  spaced  out  over 


On  The  Road  But  Far  Away:  A  Rocke- 
feller (John  D.  Jr.)  in  an  electric  car. 


five  years. 

The  agency  still  is  not  sure  who  will 
test-drive  the  first  batch  of  vehicles  and 
has  asked  management  consultants 
Booz,  Allen  &  Hamilton  to  help  plan  the 
demonstrations.  Esposito  wants  to  keep 
the  first  cars  in  a  "sheltered  environ- 
ment, "  which  means  fleet  operations 
with  disciplined  maintenance  and  oper- 
ation rather  than  housewives  using  the 
cars  for  experimental  school  and  shop- 
ping runs.  In  fact,  electrics  are  already 
being  used  as  fleet  vehicles.  The  U.S. 
Postal  Service  is  driving  352  electric  vans 
made  by  AM  General,  and  New  York 
Telephone  is  testing  five  more. 

ERDA's  Esposito,  however,  sees  pas- 
senger cars  as  the  goal.  "The  purpose  of 
this  whole  program  is  to  save  energy," 
he  says,  "and  to  save  that  you  have  to  get 
into  the  passenger-car  market.  That's 
where  the  oil  is." 

Batteries  are  still  the  crux,  and  the 
first  ERDA  cars  will  use  the  existing,  and 
far  from  satisfactory,  lead-acid  type  as 
power  sources.  Even  a  booster  like  Mc- 
Cormack  thinks  that  the  next  generation 
of  batteries — "nickel-cadmium  or  some- 
thing like  that" — is  several  years  away 
and  the  third  generation  of,  say,  lithium- 
sulfur  or  sodium-sulfur  batteries  still  fur- 
ther down  the  road. 

In  short,  hang  on  to  your  gasoline 
credit  cards.  ■ 


When  we  stopped  getting 
Barron's- we  lost  our  best 
source  of  market  information. 

"We  sure  got  Barrons  back 
in  a  hurry!" 

Harold  and  Gretchen  Thompson 
Houston,  Texas. 


BARBON5 


"Gretchen  and  I  have  been  Barron's  readers  for  over  fifteen  years.  Once,  when  we 
let  our  subscription  run  out,  we  really  found  ourselves  at  a  loss.  We  couldn't 
get  the  complete  story  on  all  the  listed  stocks  and  all  the  markets 
from  the  local  papers.  We  couldn't  keep  up  with 
yields,  dividends,  the  daily  and  weekly 
highs  and  lows.  We  couldn't  find 
anything  like  Barron's  anywhere  else." 

If  you  want  to  put  your  finger  on 
financial  statistics  fast ...  if  you  want 
and  need  background  information, 
detailed  information,  complete  infor- 
mation ...  if  you  want  facts,  figures, 
and  insights  about  the  future  of 
industries,  companies,  markets  — you 
need  Barron's.  And  you  need  it  every 
week.  Because  we  look  ahead.  We 
report  ahead.  For  investors  and  for 
business  people  who  are  intent  on 
getting  ahead.  That's  why  we  have 
over  one  million  readers?  Because 
events  move  fast,  so  should  you. 
Subscribe  today.  Now! 

*Source:  Simmons.  1976-77. 


Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S 

The  National  Business  and  Financial 
Weekly  from  Dow  Jones 
200  Burnett  Road,  Chicopee,  Mass.  01021 
Please  enter  my  subscription  to  Barrons. 

□  One  year  at  $28  (a  28%  saving  off 
newsstand  price). 

□  Six  months  at  $15. 

D  Payment  enclosed.  D  Bill  me. 

Also  send  me  as  a  special  free  gift  a  copy 

of"10  Rules  for  Investors." 


Name- 
Street. 
City  


State  ,  Zip  

Priccsgood  in  U.S.  and  Possessions  only.  2B855 
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IS 


H»  Fine  Leather 
^  fbotwear 

direct-  to  you  by  mail  at  30%  to 
40%  savings. 


Free  Catalog 

New  Ortho-Vent  Catalog  features 
quality  leather  styling  at  substantial 
savings  over  retail  look-alikes.  Yet 
Ortho-Vent  dress  shoes  and  boots 
are  richly  cushioned  with  exclusive 
comfort  featuresand  durably  made. 


'isl-*  l)t1 


(Mho- Vent  Division 
4    h&  The  Stuart  McGuire  G>.,  lnc 
iS^JL,  1  IS  Brand  Rd.  Salem,  Virginia  24156 

Rush  my  FREE  CATALOG  of  fine  leather  footwear 
for  menand  women  at  wholesale  prices. 

Name  


Addres 
City  


.Apt.. 


Li 


State. 


-Zip. 


"J 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Readers  Say 


Kudos 

SiR:  Re  your  fabulous  60th  Anniversa- 
ry Issue.  Paid  $3.  Would  have  paid  $5. 
Worth  $100. 

— John  M.  Janewicz 
Chicago,  III. 

Sir:  Seldom  do  I  write  to  editors 
(since  they  have  the  last  word),  but  your 
60th  Anniversary  Issue  is  a  blockbuster. 

—Alden  Guild 
Secretary, 
National  Life  Insurance  Co. 

Montpelier,  Vt. 

SiR:  As  an  educator  who  subscribes  to 
over  150  periodicals  and  reads  them  all,  I 
feel  that  your  60th  Anniversary  Issue  is 
the  most  comprehensive  survey  of 
America  s  economic  history  ever  com- 
piled in  an  easily  understood  form.  It 
should  be  a  required  text  for  serious 
business  education  courses  in  high 
school  and  in  college. 

— Reverend  William  P.  Neis,  O.S.A. 

Chicago,  III. 

SiR:  The  reporting  is  thorough  and  of 
high  quality,  the  subject  matter  really 
interesting,  and  the  design  and  layout  of 
the  book  is  simply  beautiful.  I  hope 
Forbes  magazine  continues  at  least  an- 
other 60  years. 

— Jeanne  M.  Reed 
New  York,  N.Y. 

SiR:  Thank  you  for  such  a  superb  port- 
folio on  "Great  Businessmen."  Although 
I  am  only  21,  and  barely  have  my  feet 
wet  in  business,  I  have  often  wondered 
how  other  men  got  their  start  in  the 
business  community.  I  have  found  that 
many  have  started  literally  from  rock 
bottom.  Yet,  regardless  of  obstacles  and 
the  public's  seeming  opposition,  they 
succeeded,  mostly. 

— Fred  Dean  Jr. 
Canajoharie,  N.Y. 

SiR:  It  is  Life,  Time,  Business  Week  all 
rolled  into  one  supreme  publication  .  .  . 
interesting,  educational,  historical  and 
nostalgic. 

— Morris  R.  Shlensky 
Kansas  City,  Mo. 

SiR:  I  am  insisting  that  my  children 
read  it  also  so  they  may  understand  and 
be  proud  of  the  American  business 
system. 

— Louis  J.  Welborne 
Minneapolis.  Minn. 

SiR:  It  held  me  spellbound  until  I 
finished  it — a  fascinating  and  pictorial 


chronology  of  a  good  portion  of  my  life- 
time, which  I  intend  to  keep  and  reread. 

— Nora  W.  Winant 
La  Canada,  Calif. 

SiR:  ...  A  priceless  item  to  be  I 
preserved. 

— William  P.  I^ear 
Reno,  Nev. 

Sir:  Your  60th  Anniversary  edition 
was  the  finest  you  and  possibly  any  mag- 
azine ever  produced. 

— Wilbur  C.  Peterson 
Waterloo,  Iowa 

SiR:  .  .  .  Worth  its  weight  in  gold. 

— Howard  E.  Lunt 
Harwich,  Mass. 

SiR:  If  that's  what  you  can  produce  at 
60,  I  can  hardly  wait  for  your  75th 
anniversary. 

— V.  S.  Choslowsky 
Washington,  D  C. 

SiR:  My  only  complaint  is  that  it  takes 
a  man  and  a  boy  to  lift  it! 

— Carlton  Sedgeley 
New  York,  N.Y. 

Brickbats 

Sir:  I  don't  subscribe  to  Forbes  to 
read  about  the  past  or  what  a  great  man 
the  founding  Forbes  was. 

— F.  N.  Gundrum  Jr. 
Wequetonsing,  Mich. 

SiR:  Your  Anniversary  Issue  was  the 
worst  piece  of  messy  graphics  I  have 
ever  seen. 

— Richard  Russell 
La  Jolla,  Calif. 

SiR:  Over  the  years  I  have  followed 
your  editorial  meanderings  with  fascina- 
tion. To  be  perfectly  frank,  however,  I 
have  been  even  more  intrigued  by  your 
adventures  as  an  amateur  balloonist. 
Should  you  ever  lack  sufficient  hot  air  to 
complete  a  voyage,  I  am  sure  the  pages 
of  your  publication  can  be  counted  upon 
to  make  up  the  difference. 

— William  O.  Beers 
Chairman, 
Kraft  Inc. 
Glenview,  III. 

What  About  Pension  Equality? 

SiR:  President  Carter  has  decided  to 
approve  salary  increases  for  civil  employ- 
ees of  the  federal  government,  in  order 
to  bring  them  up  to  corporation  levels. 
The  President  should  also  consider 
bringing  retirement  benefits  down  to 
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he  nP-Uwfth  Automatic 
locument  Feeder: . 


anon's  proof  that  actions  sneak 
louder  than  words. 


One  copy 
from  one 

One  copy 
from  ten 
originals 

One  copy 
from  thirty 
originals 

Ten  sets  of 

original 

ten  page 
report* 

anon  I1P-17 

with  ADF 

14.0  sec. 

32.0  sec. 

72.0  sec. 

284.0  sec. 

lauin  780 

7.5  sec. 

34.0  sec. 

94.0  sec. 

465.0  sec. 

lerim  3100 

12.0  sec. 

102.0  sec. 

302.0  sec. 

528.0  sec. 

leroK  3600-1 

with  10  Bin  Sorter 

11.5  sec. 

115.0  sec. 

345.0  sec. 

288.0  sec. 

jctivity  results  based  upon  optimum  operator  and  machine  efficiency 
lpletely  finished  sets,  collated,  jogged  and  stapled 


Xerox  is  a  registered  trademark  of  Xerox  Corporation. 

Savin  is  a  registered  trademark  of  Savin  Business  Machines  Corporation. 


you've  read  copier  ads  recently, 
/e  seen  a  lot  of  expressions,  like 
n's  "real  speed"  or  Xerox's  "effective 
luctivity." 

anon  believes  you'd  rather  know 
3  about  results  than  just  reading 
ty  advertising  phrases, 
nd  when  you  look  closely  at  the 
Its,  you'll  see  that  the  Canon  NP-L7 
Automatic  Document  Feeder  is  the 
,  most  efficient  we've  tested  for  the 
ey. 

he  chart  proves  why.  In  the  catego- 
indicated,  whenever  one  copy  from 
3  than  one  original  is  needed, 
on's  NP-L7  with  ADF  is  faster  than 
n's 780,  Xerox's  3100  and  3600-I. 
s  conclusive  as  this  chart  is,  it  still 


doesn't  tell  you  the  full  story  of  the  NP-L7 
with  ADF's  superiority.  For  example,  not 
only  does  it  copy  letter  and  legal  sizes, 
but  11"  x  17"  ledger  size  originals.  Which 
most  others  can't.  And  it  copies  and  col- 
lates up  to  40  originals,  automatically. 
Which  most  others  can't. 

And  just  as  impressive  as  what  it 
copies,  is  how  clean,  crisp  and  perfect  its 
copies  are.  Everything's  reproduced 
down  to  the  finest  detail.  Because  the 
NP-L7's  image  technology  is  50  times 
more  photosensitive  than  those  in  other 
copiers. 

The  Canon  NP-L7  with  Automatic 
Document  Feeder. 

The  others  just  give  you  advertising 
expressions.  We  give  you  clear-cut  proof. 


□  Canon,  I'm  tired  of  all  those  advertising 
expressions  ...Have  your  authorized  repre- 
sentative show  me  the  results. 

□  Please  send  more  information  on  the 
NP-L7/ADF. 

Name  


Title  

Company. 
Address 
City  


State 


Zip. 


Telephone 


Canon* 

PLAIN  PAPER  COPIER 

IL7W|™ADF 


NP 


F-10 

Copier  Division 

Canon  USA,  Inc., 
10  Nevada  Drive, 
Lake  Success. 
NY  11040 


This  man  once  made  one 
of  the  finest  cigars  in  the  world. 

He  has  done  it  again. 


To  Don  Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  1960,  his 
family  made  one  of  Cuba's  finest 
cigars. . .the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 

PARTAGAS 

handmade  cigars 


Readers  Say 


corporation  levels.  If  the  President 
equalizes  salaries,  he  should  also  equal- 
ize retirement  benefits. 

— U.  J.  Casler 
Sew  Orleans,  La. 

Anent  this  point  see  page  25. 

Lacing  Lancing 

Sir:  Re  "Lancing  Lance  Getting  To 
Witch-Hunt  Proportions  (Fact  and 
Comment,  Sept.  15).  If  Bert  Lance  were 
a  restaurant,  it  would  be  closed  by  the 
board  of  health. 

— William  J.  O  Connor 
Sew  York,  NY. 

SiR:  If  checking  into  violations  of 
banking  practices  is  a  witch-hunt,  then  I 
fee!  very  sorry  for  our  country's  future. 

— Paul  J.  Schmitz 
Will  mar.  Minn. 

SiR:  I'm  afraid  you  do  not  know  right 
from  wrong. 

—J.  P.  Kelleher 
Seattle,  Wash. 


Emotional  Spending 

Sir:  Re  "What's  So  Bad  About  Pollu- 
tion-Control Spending?'  (Fart  and  Com- 
ment, Sept.  1).  What  is  bad  is  the  emo- 
tional spending  to  eliminate  the  last 
increment  of  pollution  where  there  is 
little  justification  for  the  benefit  to  be 
realized  for  the  cost  involved.  Capital 
dollars  spent  to  produce  and  maintain 
productive,  profit-making  gear  create 
the  same  jobs  as  dollars  spent  for  ques- 
tionable pollution  gear.  In  addition,  they 
create  continuing  productive  jobs  up- 
stream and  downstream  for  the  useful 
product  produced. 

— Raymond  S.  Ganem 
Pittsburgh,  Penn. 

Satisfies  A  Need 

SiR:  Re  your  comment  "Anyway, 
viewing  the  Departed  is  cruel  to  the 
living  and  immaterial  to  the  dead"  (Fact 
and  Comment.  Sept.  1).  There  are  hun- 
dreds and  thousands  of  us  who  have 
"viewed  and  it  has  satisfied  an  emotion- 
al need,  the  complete  opposite  of  your 
clearly  unauthoritative  statement  that 
"viewing  is  cruel." 

— Isabelle  G.  Grace 
McKeesport.  Penn. 

Walter  Who? 

SiR:  Re  "Whatever  Became  Of  Walter 
F.  Mondale?"  ( Fact  and  Comment,  Sept. 
15).  Whatever  became  of  any  other  Vice 
President? 

— William  E.  Delaney 
Kenmore,  N.Y. 


Get  to  know  Conrac... 


before  you  yell  at  Ma  Bell 

It's  a  good  idea  to  get  to  know  Conrac.  Our  Alston  Call  Account ? 
Systems,  hooked  to  your  PBX  or  Centrex,  will  tell  you  who  is 
calling  where,  how  long  they're  talking,  reports  WATS,  FX  and 
tie-line  usage... gives  you  complete  records  to  control  phone 
use,  abuse  and  costs.  Telecommunications  is  only  one  of  the 
rapidly  growing  industries  where  Conrac  is  a  basic  manufacturer 
and  marketer.  If  you  know  a  phone  company  engineer,  ask  him. 
He  knows  us  well . .  .and  the  better  you  know  us.  the  better  you'll 
like  what  we  can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation.  330  Madison  Avenue.  New  York.  N  Y  10017. 
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Photo:  Frederick  KentTruslow 


//  took  an  act  of  congress 
to  save  the  bald  eagle. 

What  'syour  protection? 

Although  our  national  bird  is  still  endangered  by 
a  diminishing  habitat,  the  National  Emblem  Act  of 1940 
prevented  a  more  serious  situation. 

You'll  never  have  legislation  to  protect  your  property. 
But  you  can  practice  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park.  Johnston,  Rhode  Island  0291 9 


The  most  exclusive  new  Thunderbird  you  am^im 


<£  1978  Diamond  Jubilee  Edition. 


Uete1,  ll)  help  celebrate  Ford's  75th  Anniversary,  is  the  ultimate  Thunderbird  for  1978. 
We've  built  this  exclusive  new  Thunderbird  with  such  custom  touches  as  a  distinctive 
Jtxtqal  roof,  a  hand  stitched  leather  covered  pad  on  the  instrument  panel,  36  oz.  carpeting, 
22K  goldfrnish^owner  nameplate,  a  pleasant  chime  to  remind  you  to  buckle-up  and  much  more. 
One  look  should  show  you  why  this  is  the  most  exclusive  new  Thunderbird  you  can  own. 
One  visit  to  your  Ford  Dealer  and  we  think  you'll  be  C^fc^^rN   when  America  needs 

^^^^^v         I  ^  trotter  ides , 

I      ^»  I  Ford  puts  it  on  wheels 


convinced  a  new  Thunderbird  legend  is  in  the  making. 


THUNDERBIRD 


FORD  DIVISION 


75"  ANNIVERSARY 


A  distinctive  formal  roof.  Illuminated 1 
entry  system  is  standard 


i Sports  instrumentation  cluster  and 
leather-wrapped  luxury  steering  wh 
both  with  Ebony  woodtone  applique 


I'ersonalized 
initials  on  door 


■  A 


#21,  on  the  rocks. 

Ah,  pre-revoiutionary  Russia.  Shimmering  with 
history  and  Peter  Smirnoff's  Vodkas.  Then  the  Bolsheviks 
arrived.  Well,  so  much  for  then.  Now,  our  #27— Smirnoff  Silver 
by  name— is  a  version  of  one  of  those  original  vodkas.  As 
such,  we  recommend  you  drink  Silver  untarnished— that 
is,  straight  from  the  freezer  or  on  the  rocks. 
Even  add  vermouth  if  you  have  no  soul 
for  history.  And  of  course,  don't  overdo. 
That's  counter-productive. 


I 


ver 

90.4  proof. 


Smimofl  Silver*  vodka.  90.4  Prool  Distilled  Ifom  grain 

Ste  Pierre  Smimotf  Fls.  (Div.  ol  HeuWein.  Inc.)  Hartlord.  Conn. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THERE'S  NO  RECESSION 

just  around  the  corner. 

SHOULD  WE  TIE  ONE  ON  TAIWAN? 


When  the  Chinese  Communists  in  1949  drove  Chiang  Kai- 
shek  across  the  sea  to  that  reluctant  receiver,  the  Chinese 
island  province  of  Taiwan,  it  was  all  a  logical  part  of  power 
politics  and  in  our  interest — then — to  declare  that  Taiwan  was 
China;  it  was  in  our  own  interest  to  prevent  this  Pacific  China 
outpost  from  heing  occupied  by  the  hostile  Mainland  Reds. 

Ironically,  President  Nixon— who  vociferously  led  the  U.S. 
anti-Red  China  forces — was  the  one  who  reestablished  rapport 
and  resumed  unofficial  relations  with  China.  It's  now  time  that 


we  officially  "recognize"  that  China  is  China.  Taiwan  is  Taiwan. 

The  Japanese  have  shown  the  way  to  do  it. 

They  no  longer  diplomatically  recognize  Taiwan  as  China; 
but  they  continue  their  sizable,  mutually  beneficial  trade 
relationship. 

So  should  we. 

Taiwan's  trade  with  the  U.S.  is  of  far  greater  consequence  to 
the  Taiwanese  than  being  seated  as  "China"  at  Washington, 
D.C.  diplomatic  functions. 


THE  CRY  OF  "REVERSE  DISCRIMINATION"  HAS  LITTLE  VALIDITY 


Allen  Rakke  is  suing  the  University  of  California  medical 
school  on  the  basis  that  although  he  had  higher  scores  the 
college  s  quota  for  minorities  kept  him  from  being  admitted. 
Discrimination  in  reverse,  Bakke  charges. 

Who  knows  what  side  of  the  legalities  involved  the  courts 
will  come  down  on.  But  in  all  the  much  ado  and  hullabaloo 
over  the  issue,  I  think  there's  more  sophistry  than  equity 
involved  in  the  cry  about  reverse  discrimination. 

Mr.  Bakke  competed  with  his  peers  for  84%  of  the  admission 
places.  Sixteen  percent  of  the  openings  were  set  aside  for  the 
best  qualified  culturally,  economically  disadvantaged. 

The  fact  that  only  2%  of  our  doctors  are  black,  and  12.5%  of 
the  population  is,  reflects  a  plainly  inequitable  imbalance. 


It's  a  direct  result  of  unequal  opportunity  in  the  basic 
educational  process.  And  of  unequal  job  opportunity.  Black 
unemployment  is  twice  that  of  white,  making  it  obviously  far 
tougher  for  them  to  go  out  and  buy  their  own  better  education. 

Presuming  that  once  the  quota-ed  students  are  in  they  must 
meet  the  same  standards  for  graduation,  then  admitting  a 
reasonable  number  of  minorities  is  basically  just. 

Maybe  it  will  be  necessary  to  fudge  the  issue  by  not  setting  a 
specific  number.  Setting  policies  of  admitting  a  slightly  varying 
number  each  year  may  be  a  way  around  the  legal  problem. 

The  way  not  to  go  is  to  buy  the  cry  of  "reverse  discrimina- 
tion" and  thus  sentence  minorities  in  perpetuity  to  less  than  a 
fair  share,  less  than  fair  play. 


RIP  UP  THE  OIL  CARGO  RIPOFF 


Six-hundred-million  dollars  is  just  too  steep  a  payoff  to  the 
maritime  unions  for  the  support  (relatively  small  in  ballot  box 
numbers,  at  that)  given  to  Carter  in  his  race  to  the  presidency. 

That  will  be  the  estimated  added  cost  if  Congress  passes  the 


Administration-supported  bill  requiring  that  9%%  of 
ported  oil  be  transported  in  U.S.  ships. 

This  proposed  deal  is  so  expensively  raw  that  i!  not  sunk  in 
committee,  it  should  drown  on  the  floor. 
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"PROFIT  ISN'T  THE  HIGI 

The  following  excerpts  from  the  commencement  address  deliv- 
ered by  MSF  at  Wellesley,  Mass.'  Babson  College  appeared  in 
The  Alumni  Bulletin. 

On  the  state  of  the  country:  You're  going  out  into  a 
country  that  is  in  amazingly  good  shape.  We  have  the 
first  satisfactory  Republican  in  the  White  House  since 
McKinley  and  Taft.  It's  very  gratifying  that  Mr.  Carter, 
having  promised  all  kinds  of  diametrically  opposed 
things,  is  so  far  tending  to  come  down  on  the  side  of  the 
"doable''  and  the  affordable.  I  think  it's  a  great  tribute  to 
the  peanut  business  that,  having  been  in  business,  he  has 
a  respect  for  the  principles  that  it  takes  to  stay  solvent 
running  one. 

I  hope  he  listens  occasionally  to  Billy,  because  Billy's 
fulminations  on  the  subject  of  government  regulations  are 
pretty  good.  I  hope  his  line  to  the  White  House  is  open. 

On  the  stock  market:  We  have  a  stock  market  that  is 
not  inflated.  There  can  be  no  1929  stock  market  crash 
because  companies  and  stock  market  prices  are  reflecting 
the  fact  that  nobody  wants  common  stock.  If  your  parents 
have  anything  left  after  educating  you,  tell  them  to  buy 
common  stocks. 

On  the  world  situation:  We  have  peace  in  the  world.  It 
may  not  last  long,  but  it's  a  happy  and  momentarily 
gratifying  condition.  With  the  election  in  Israel  of  a  party 
and  a  leader  who  has  sworn  he  won't  give  an  inch  of 
territory,  it's  probably  the  best  sign  that  he'll  be  able  to 
compromise.  It  takes  adamancy  to  get  elected,  and  it  takes 
flexibility  to  rule,  so  I  think  there's  hope.  Only  a  man  who 
says  he  will  not  give  an  inch  can  afford  to. 

On  his  own  career:  I  have  no  complaints  as  to  the  cards 
that  were  dealt  me.  I'm  a  great  defender  of  the  system, 
and  I  can  even  find  a  good  word  to  be  said  for  nepotism — 
as  can  my  sons.  .  .  .1  assure  you  that  in  addition  to  sweat, 
toil  and  tears,  51%  of  the  stock  helps. 

On  the  energy  shortage:  I  kind  of  enjoy  all  the  people 
in  Congress  who  are  fulminating  about  whether  we  should 
do  this  or  should  do  that  or  should  do  nothing — as  if  they 
had  an  option.  We  must  conserve  energy  and  dump  a  lot 
of  money  and  some  brains  into  rapid  development  of 
alternative  sources.  It's  a  question  of  whether  we  tackle  it 
in  time — and  the  time  was  yesterday.  It  will  become  a 
matter  of  allocating  deprivation  and  deciding  which  fac- 
tory gets  closed  and  which  one  stays  open. 

One  good  thing  can  be  said  for  it,  however.  It  should 
cure  the  textile  problem  because  bundling  will  be  back  in 
style.  The  only  heat  you'll  have  will  be  your  own. 

On  the  environment:  We  must  introduce  a  sense  of 
balance  to  the  problem.  As  soon  as  somebody  discovers  a 
truth,  they  want  to  make  it  universal,  and  no  truth  is 
universal  or  eternal.  The  confrontations — whether  of  the 
New  Hampshire  variety  or  "there  shall  be  no  offshore 
drilling  for  ever  and  a  day  — these  are  nonsensical  things. 
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EST  FORM  OF  VILLAINY" 

When  they  boil  down  to  whether  or  not  there  shall  be  jobs 
and  a  standard  of  living,  there  has  to  be  an  introduction  of 
sense,  a  balancing  of  values. 

I  don't  care  how  idealistic  you  are,  you  must  bring  this 
sense  of  balance  to  bear  in  whatever  job  you  have.  You 
must  realize  that  there  are  no  simple,  solid,  eternal  veri- 
ties; that  sometimes  you  give  a  little  to  keep  afloat;  you 
give  more  to  get  a  lot;  and  there's  a  balance  to  be  had  in 
these  approaches.  That's  what  you  call  intelligent 
management. 

On  federal  regulations:  I  once  followed  to  the  platform 
a  gentleman  who  heads  a  major  cereal  company.  He  had 
spent  a  vehement  20  minutes  denouncing  all  the  FTC 
regulations  about  cereals.  I  couldn  t  help,  but  observe, 
when  I  followed  him  to  the  podium,  that  if  they  hadn't  had 
such  a  stupid  management  that  tried  to  put  on  the  shelf  a 
box  that  was  twice  as  big  as  its  contents,  a  lot  of  these 
regulations  would  never  have  happened.  Very  often,  reg- 
ulation is  the  by-product  of  stupid  management. 

On  becoming  a  manager:  If  you  are — as  Babson  is 
going  to  certify  today  that  you  are — educated,  remember 
that  the  toughest  job  of  all  is  enlightening  the  educated. 
It's  when  you  know  the  answers  that  it's  so  hard  to  open 
your  mind  to  the  solutions.  It's  a  dangerous  condition 
you're  in.  As  you  face  the  problems  of  energy  and 
ecology,  where  there  is  a  confrontation  of  extremists  on 
both  sides,  remember  that  the  right  and  the  truth  belong 
to  neither. 

On  the  need  for  incentive  in  business:  Understand  that 
making  a  profit  isn't  the  highest  form  of  villainy.  Keep  in 
mind  that  roughly  40%  of  every  dollar  we  make  is  now 
going  to  support  government  of  one  sort  or  another  and 
that  this  restricts  tremendously  the  freedom  both  to  raise 
capital  and  to  reward  capital.  Nothing  anywhere  in  the 
world  is  as  successful  as  the  free-enterprise  operation. 
Incentive  is  the  name  of  that  game.  It's  the  single  thing 
that  has  given  this  country  its  strength.  China,  Russia, 
Brazil — vast  areas  of  the  globe — have  more  resources,  but 
they  have  no  incentive  either  to  dig  or  for  somebody  to 
ante  up  the  money  to  dig  because  they  can  t  see  any 
reward  in  it. 

The  whole  free  world  depends  on  the  strength  of  this 
country — a  strength  which  comes  from  the  fact  that  we 
can  go  out  and  scratch  and  keep  some  of  the  reward. 
Without  that  kind  of  incentive,  you  find  a  withering,  as  in 
England,  or  you  find  a  whining,  as  in  France.  And  you 
find  a  dependence  on  this  country,  though  obviously  they 
enjoy  the  luxury  of  damning  the  system,  the  people,  and 
particularly  the  business  types  on  whom  the  whole  struc- 
ture depends. 

So  no  matter  how  exalted  a  notion  you  want  to  bring  to 
the  world,  or  what  you  want  to  do  to  better  it,  just  don't 
screw  up  the  incentive. 
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"No  cause  for  worry.  Miss  Aikeii. 
I'll  burn  that  bridge  when  I  come  to  it." 


"GOOD  NEWS,  BAD  NEWS" 
IS  GOOD  NEWS 

Henry  Martin,  who's  done  things  for 
Forbes  like  the  cover  for  the  Apr.  15, 
1976  issue  and  the  cartoon  shown  here, 
captions  his  delightful  cartoons  so  well 
that  many  of  the  lines  could  stand  hy 
themselves.  This  Scribner's  volume  is 
Must  Laughing  for  every  exec. 


WE  WERE  JOKING 

with  one  of  our  unmarried  sons  who  is  in  his  late  20s  ahout  the  fact  that  several  of  his  more 
recent  girlfriends  have  a  child  or  two  from  failed  marriages. 

His  rejoinder:  "At  this  age  some  of  the  good  ones  are  coming  up  again." 


IT'S  EASIER  TO  TEAR  UP 

what  you  write  than  to  take  back  what  you  say. 


GOLF  LINK 

Drivers  go  further  than  putterers. 


WHEN  WALL  STREET  BECOMES  ENAMORED 


of  a  "concept,  "  watch  out.  If  you  are 
not  careful,  you  could  lose  a  bundle. 
The  severe  troubles  in  our  steel  and 
copper  industries  underscore  this 
admonition. 

It  was  only  three  years  ago  that 
Wall  Street  took  a  shine  to  "basic" 
industry  and  natural  resource  stocks 
such  as  copper  and  steel.  The  the- 
ory was  that  in  the  wake  of  the  oil 
embargo,  these  companies  had  a 
more  glittering  future  than  outfits 
that  made  such  peripheral  products 
as  cameras  or  cosmetics.  Moreover, 
basic  industry  stocks  seemed  reason- 
ably priced,  especially  compared 
with  Morgan  Guaranty's  Nifty  Fif- 
ty. *  For  a  while  the  so-called 
smokestack  stocks  did  indeed  out- 
perform the  market — just  as  the 
market  outperformed  inflation  in  the 
1960s,  when  it  was  widely  thought 


*  Remember  them?  They  were: 
American  Express,  American  Home  Products, 
Avon  Products,  Coca-Cola,  Disney,  Eastman 
Kodak,  IBM,  ITT,  Merck  ir  Co.,  J.  C.  Penney, 
Polaroid,  Schlutnherger ,  Sears,  Squibb,  Xerox, 
AMP,  Anheuser-Busch,  Chesebrough-Pond's, 
GE,  Gillette,  Halliburton,  Heublein,  Internation- 
al Flavins  &  Fragrances,  Johnson  b-  Johnson,  K 
mart,  Eli  Lilly,  MGIC,  McDonalds,  PepsiCo, 
Pfizer,  Philip  Morris,  Revlon,  Schering-Plough, 
Simplicity,  Procter  i?  Gamble,  Emery  Air 
Freight,  Black  6  Decker,  Dow  Chemical,  Texas 
Instruments,  American  Hospital,  Burroughs, 
Digital  Equipment,  Upjohn,  Bristol-Myers,  Lu- 
brizol,  Baxter  Travenol,  Citicorp,  Schlitz,  Minne- 
sota Mining  (j  Manufacturing,  lumisiana  Land. 


By  M.S.  FORBES  Jr. 

that  inflation  was  good  for  stocks. 

But  fashions  change,  whether  in 
textiles  or  securities.  In  the  rag 
business  a  customer  who  buys  fash- 
ion is  apt  merely  to  lose  an  "in" 
wardrobe.  With  stocks,  however, 
you  can  lose  your  money  as  well  as 
your  shirt.  Investors  who  bought 
smokestack  stocks  in  1974  have  seen 
much  of  their  capital  go  up  in 
smoke.  Steel  and  copper  equities 
have  plummeted,  and  their  outlook 
today  is  anything  but  bright  (which 
probably  means  that  they  might 
again  be  worth  examining).  Other 
"basic"  stocks  have  not  fared  very 
well  either. 

To  repeat:  When  an  investing  the- 
ory or  a  concept  becomes  popular, 
you  had  better  start  thinking  about 
when  to  sell. 

Rising  Military  Pensions 

Nearly  two-fifths  of  the  Pentagon's 
budget  now  goes  for  personnel  costs, 
and  one  of  the  biggest  escalators  in 
this  area  is  the  military  pension  sys- 
tem. Pensions  cost  the  Defense  De- 
partment over  $9  billion  a  year,  up 
from  $4  billion  four  years  ago,  and  are 
rising  fast. 

The  major  reason  for  this  jump  is 
that  military  pay  schedules  have  risen 
dramatically  in  recent  years,  especial- 
ly since  the  advent  of  the  volunteer 
army.  Pensions  are  based  on  final 
pay.  Moreover,  because  a  soldier  or 


sailor  can  receive  a  full  pension  after 
20  years  of  service,  he  gets  retire- 
ment pay  for  an  average  of  35  years, 
whereas  a  person  who  retires  at  65 
will  spend  about  ten  years  receiving  a 
pension. 

Originally  the  system  was  designed 
to  compensate  military  careerists  for 
relatively  low  pay  during  their  active 
service.  However,  the  compensation 
today  is  hardly  stingy.  A  Rand  Corp. 
report  found:  "Military  personnel  re- 
maining until  retirement  earn  a  total 
compensation  package  30%  to  40% 
higher  than  the  average  amount 
earned  by  their  comparably  aged  and 
educated  counterparts." 

What  ought  to  be  done?  The  time  a 
new  enlistee  has  to  serve  to  earn  a  full 
pension  should  be  lifted  from  20 
years.  Thirty  years  used  to  be  the 
requirement  until  the  1950s.  Perhaps 
a  scale  could  be  used:  After  20  years  a 
careerist  could  get  a  certain  percent- 
age of  his  pay  (not  50%  as  today),  and 
the  percentage  would  climb  for  each 
additional  year  served. 

Military  personnel  should  also 
make  contributions  to  their  pensions 
just  as  civilian  federal  workers  do. 

Unless  some  changes  are  made,  we 
will  be  spending  an  ever-increasing, 
dangerously  large  part  of  the  defense 
budget  on  pensions  rather  than  on 
hardware  to  make  the  unpensioned 
active  military  best  able  to  do  their 
vital  job. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Anent  the  Bakke  Case 

For  at  least  a  generation,  the  lesson  of 
the  great  decisions  of  this  court  and  the 
lesson  of  contemporary  history  have 
been  the  same:  discrimination  on  the 
basis  of  race  is  illegal,  immoral,  unconsti- 
tutional, inherently  wrong  and  destruc- 
tive of  democratic  society.  Now  this  is  to 
be  unlearned  and  we  are  told  that  this  is 
not  a  matter  of  fundamental  principle 
but  only  a  matter  of  whose  ox  is  gored. 

— Alexander  Bickel 

Anyone  for  Picking  Cabbage? 

If  you  somehow  miraculously  rounded 
up  several  million  illegal  aliens,  what 
would  you  have?  You'd  have  to  find  U.S. 
workers  willing  to  take  many  menial, 
low-paying  jobs.  You'd  have  to  relocate  a 
lot  of  them.  Would  an  unemployed  iron 
worker  in  the  East  want  to  come  and 
pick  cabbages  in  Texas? 

— Leonel  J.  Castillo,  head  of  the 

Immigration  &  Naturalization  Service 

The  Price  of  Success 

The  one  sin  that  Naples  inevitably 
punishes  is  undue  ambition.  Some  years 
ago,  a  millemestiere  nicknamed  Giovanni 
the  Immortal  made  a  good  economic 
thing  out  of  stepping  in  front  of  moving 
automobiles.  He  survived  26  accidents, 
and  was  something  of  a  local  hero  in  his 
vicolo,  because  he  not  only  supported 
his  family  by  sticking  the  insurance  com- 
panies but  also  provided  an  income  for 


nriidiborhood  cronies  who  testified  in 
court  on  his  behalf.  The  day  inevitably 
came  when,  on  the  Via  del  Duomo,  he 
misjudged  a  car's  speed  and  was  fatally 
run  over. 

— William  Murray, 
The  New  Yorker 

Cab  Game 

After  running  an  amber  light,  the  New 
York  cab  driver  narrowly  missed  an  el- 
derly woman  who  had  tottered  into  the 
street. 

"Dammit!"  said  the  out-of-towner,  "I 
told  you  to  take  it  easy.  You  almost  hit 


the  old  lady."  "Bud,"  said  the  cabbie, 
"you  must  be  from  Philly.  Here  in  New 
York,  when  they  step  off  the  curb, 
they're  in  play." 

— Lawrence  Van  Gelder, 
New  York  Times 

Power  Is  Choice 

I  am  just  as  allergic  to  blind  optimism 
as  I  am  to  blind  pessimism.  I  agree  with 
the  late  Ernest  Becker  that  much  human 
achievement  is  evil — a  fear-ridden  striv- 
ing to  deny  death  by  dominating  other 
human  beings.  I  sometimes  doubt  that 
even  the  most  beneficial  achievement  is 
worth  the  effort.  Nothing  lasts:  not  art, 
fame,  love,  money,  power.  Nature  is  as 
indifferent  to  saints  as  it  is  to  sinners. 
And  yet,  despite  our  powerlessness,  I 
am  intensely  exhilarated  by  the  quiet 
heroism,  wit,  and  zest  for  life  that  I 
observe  in  people  all  around  me.  I  am 
more  than  ever  convinced  that  even 
when  humans  lose  all  else,  we  retain  an 
unassailable  freedom — the  power  to 
choose  our  attitude  toward  any 
circumstances. 

— Bobert  Shnayerson, 
Editor  of  Quest  177 

TV:  Variety  Versus  Situation 

In  variety  we  are  just  doing  jokes,  so 
they  [the  networks]  are  much  more  re- 
strictive than  in  a  situation  comedy. 
Maude  can  do  a  show  on  abortion.  But  I 
tried  to  have  a  nun  say,  "All  the  peo- 


ple who  are  for  abortion  have  already 
been  born,"  and  we're  still  fighting  on 
that  one. 

— Laugh-In  producer,  George  Schlatter, 

New  Times 


Sense  and  Nonsense. 

Remember  the  story  about  the  woman 
who  asked  for  a  pound  of  butter,  and 
when  the  grocer  charged  a  dollar  she 
complained  that  it  cost  only  75  cents 
down  the  street.  "Then  why  don't  you 
buy  it  there?"  the  grocer  asked.  "Be- 
cause they're  out  of  it,"  she  replied. 
Whereupon  he  said,  "Oh,  well,  when 


I'm  out  of  it.  I  sell  it  for  50  cents." 

If  that  explanation  sounds  reasonable, 
then  you're  well  equipped  to  grapples 
with  the  underlying  logic  of  the  mini- 
mum wage  law.  For  while  it  is  advertised! 
as  a  boon  to  low-paid  workers,  its  princi- 
pal effect  is  to  deprive  many  of  those 
workers  of  employment  of  any  kind.  Not- 
withstanding, its  principal  support  has 
come  from  politicians  who  pride  them- 
selves on  being  friends  of  the  poor. 

— Wall  Street  journal 

Needling  Anita 

Gays  Who  Drink  Orange  Juice  Are 
Queer  — Sign  in  Miami  bar 

Keep  Off  the  Flotvers 

Even  in  the  most  revolutionary  times 
many  men  do  not  notice  what  is  happen- 
ing although  it  is  happening  to  them- 
selves. During  the  great  French  revolu- 
tion, for  instance,  a  Scotch  [sic] 
gardener,  employed  to  tend  the  palace 
gardens  in  Paris,  kept  a  regular  diary. 
He  never  made  any  reference  to  political 
events  except  on  10  August  1793,  when 
he  noted  that  crowds  had  trampled  on 
the  flower  beds  at  the  Tuilleries.  This 
was  in  fact  the  armed  rising  which  led  to 
the  fall  of  the  French  monarchy. 

— The  Last  of  Old  Europe 

Livesay's  Law 

We  were  relaxing  in  our  semideserted 
mountaintop  retreat  and  the  subject  of 
too  much  travel  in  too  little  time  came 
up.  "If  people  are  wearing  themselves 
out  and  not  having  any  fun,"  Bob  com- 
mented, "why  don't  they  stop  doing 
what  they're  doing  and  do  something 
else?" 

Easy  to  say — difficult  to  do.  Once  you 
get  into  a  routine  of  travel,  the  laws  of 
inertia  prevail. 

The  second  limiting  factor  is  fear  of 
failure.  The  "failure"  of  not  making  the 
scheduled  mileage  or  omitting  a  visit  or 
two  is  a  very  real  source  of  concern.  Go 
ahead  and  schedule  those  500-mile  days, 
and  make  up  a  list  of  24  dozen  places  to 
visit  .  .  .  but  at  the  same  time  make  up 
your  mind  that  if  it  doesn't  work  out,  you 
aren't  going  to  hesitate  to  bail  out.  If  you 
only  have  15  minutes  at  the  Grand  Can- 
yon, and  you  want  to  stay,  cancel  the 
next  three  scheduled  visits  and  spend 
some  extra  time  enjoying  the  scenery. 
Employ  "Livesay's  Law":  "If  you're  not 
enjoying  it — change  it!"  .  .  .  and  above 
all,  don't  feel  "guilty  about  altering  your 
plans.  — Road  Rider 


"I  don't  think  that  human  society  can  ever  develop  to  its  full 
height  without  freedom.  As  far  as  my  country  is  concerned,  I 
would  say  that  democracy  is  not  a  luxury  but  a  vital  necessity, 
and  without  it  we  could  do  nothing,  we  could  not  go  ahead." 

— Morarji  Desai,  Prime  Minister  of  India 
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Jutting  across  all  modes  of 
ransport— by  rail,  highway,  water 
md  air— Transway  companies 
irovide  services  which  are  single 
nodal,  bimodal,  or  multimodal. 
Ve  think  of  our  overall  corporation, 
erefore,  as  total  modal. 

ransway's  business  falls  into  four 
ategories:  Freight  Forwarding, 
/larine  Services,  Related  Trans- 
portation Activities,  and  Product 
>a!es.  All  are  involved  in 
-ansportation  and  distribution, 
nd  in  all  of  them  we  probe 
eeply  into  the  essence  of 
ne  business. 

xample:  Almost  20  years  ago, 
ne  of  our  domestic  freight 
awarding  companies  first  put 
uck  trailers  on  flatcars  and 
hipped  them  cross-country  by 
ail.  This  system,  called 
piggyback,"  is  now  quite  common, 
/hen  we  pioneered  the  service, 
!  represented  a  major  advance  in 
conomy  and  efficiency.  And  in 
jel  conservation:  up  to  75% . 


Our  freight  forwarders  were  able 
to  develop  this  system  because 
of  their  wide-ranging  experience 
in  all  the  various  modes  of 
transport,  a  complete  involvement 
with  the  needs  of  our  customers, 
and  a  way  of  thinking  outside 
established  patterns.  The  same 
kind  of  thinking  has  gone  into  all 
the  service  innovations  the 
Transway  companies  have 
pioneered. 

Example:  our  LASH  (Lighter- 
Aboard-SHip)  operations.  These 
high-speed  vessels  of  one  of 
our  Marine  Services  companies 
gather  up  fully-loaded  barges— 
up  to  89  per  ship,  with  a  load 
capacity  of  more  than  25,000 
tons— and  carry  them  across  the 
seas.  They  avoid  congested 
harbors,  loading  or  offloading  the 
barges  in  record  time  at  river's 
mouth,  where  they  can  penetrate 
far  inland  along  any  waterway, 
from  Mississippi  to  Bangladesh. 


Example:  We  not  only  operate 
fleets  of  highway  and  piggyback 
trailers,  our  Great  Dane  subsidiary 
manufactures  them.  In  energy 
resources,  our  Tropigas  Interna- 
tional subsidiary  transports  and 
stores  Liquefied  Petroleum  Gas 
for  wholesale  buyers,  and  also 
delivers  LPG  direct  to  the  final 
consumer.  And  in  several  essential 
building  components,  our  Smith 
Pipe  &  Steel  subsidiary  is  the 
Southwest's  largest  distributor. 

Transway  International  has  built 
an  annual  sales  volume  in  excess 
of  a  half-billion  dollars  by  offering 
much  more  than  one-dimensional 
services.  Because  of  our  total 
modal  approach,  we  have  become 
what  might  be  called  the  most 
uncommon  of  common  carriers. 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 


The  second  oldest  mass-produced  car  in  the  world,  our  1902.  one-cylinder  Rambler  Model  C 


We've  been  mass-producing  automobiles  longer  than 
Ford  or  Chevrolet.  Maybe  that's  why  today  we  can  make 
cars,  like  the  Concord,  that  have  the  luxury  Americans 
want,  and  the  size  America  needs. 


We  began  mass-producing  cars 
back  in  1902,  one  full  year  before  Ford, 
ten  years  before  Chevrolet  and  only  one 
year  behind  the  world's  first  mass- 
producer:  Oldsmobile.  In  those  days  we 
were  known  as  the  Thomas  B.  Jeffery 
Company.  And  in  our  first  year  we  sold 
1500  cars. 

Of  course,  today,  most  people  still 
know  American  Motors  Corporation 
mainly  for  our  cars.  Our  Pacers, 
Gremlins,  Matadors  and  our  exciting 
new  Concords,  the  car  that  gives  you 
the  luxury  Americans  want,  plus  the 
size  America  needs.  And,  of  course, 
we've  also  become  famous  for  our  exclu- 
sive AMC  BUYER  PROTECTION  PLAN* 

But  very  few  people  know  us  for 
the  other  markets  we're  in.  Even  though 
we're  the  market  leader  in  many  of 
these  areas.  And  have  a  lot  longer 
history  in  them  than  you'd  expect. 
From  one  to  number  1 . 

For  instance,  we  were  mass- 
producing  four-wheel  drive  trucks  back 
in  1914.  Today,  our  Jeep  brand  of  four- 
wheel-drive  sports  utility  vehicles  is  the 
leader  in  sales  both  here  in  the  U.S.  and 
worldwide. 

In  fact,  since  1970,  Jeep  sales  have 
grown  four-fold.  We've  had  to  increase 
production  12  times  just  to  keep  up 
with  the  demand.  This  year,  well 
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sell  over  150,000  vehicles  worldwide. 
Your  bus  may  be  ours. 

We  started  making  buses  a  long 
time  ago,  too.  We  built  our  first  bus  in 
1913.  That  year  our  output  was  one  bus. 
In  1976,  our  AM  General  Corporation 
overtook  GM  in  bus  deliveries  to  public 
transit  authorities  for  the  first  time  in 
our  history.  And  as  anyone  who  knows 
anything  about  the  administration's 
energy  program  will  tell  you,  transit 
buses  are  expected  to  become  a  major 
market  in  the  next  few  years.  So,  we 
look  for  an  increasing  demand  for  our 
buses  as  the  market  expands. 

Whatever  the  market  is,  though, 
we  have  every  expectation  of  getting 
our  share  of  it.  Because  no  one  else  in 
the  U.S.  makes  innovative  products  like 
our  trackless  trolley— it's  a  bus  that's 
powered  by  overhead  wires— and  our 
new  articulated  bus  that's  made  in  two 
sections,  and  actually  bends  around 
corners. 

We've  come  a  long  way 
since  Tipperary. 

But,  our  early  history  wasn't  in- 
volved with  just  the  domestic  market.  In 
1918,  France  and  England— as  well  as 


the  U.S.— were  all  using  our  vehicles 
help  fight  World  War  I. That  year  we 
were  the  world's  largest  maker  of  tactic 
vehicles.  We  are  again  today.  AM 
General  makes  more  tactical  wheele 
vehicles  than  Mack.  International 
Harvester.  GM,  Ford  and  Chrysler 
combined.  In  fact,  over  the  last  ten  ye 
we've  won  just  about  every  competiti 
bid  awarded  by  the  U.S.  for  quarter-t 
two-and-a-half  and  five-ton  tactical 
trucks.  And  we're  a  major  supplier  ol 
tactical  vehicles  to  foreign  governme 
Neither  rain,  nor  sleet,  nor  weed 
Another  big  buyer  of  our  truck 
the  Postal  Service.  We've  won  every  d 
petitive  bid  for  their  quarter-ton  delive 
vehicles  since  1969.  So  most  of  your 
mail  is  delivered  by  American  Motors 
Our  Wheel  Horse  Products  divi- 
sion has  a  long  history,  too.  Wheel 
Horse  marketed  the  first  garden  and 
lawn  tractors.  Today.  Wheel  Horse  has 
broader  line  of  tractors  and  attachmen 
marketed  under  the  Wheel  Horse  nam 
than  any  other  brand  in  the  field. 

There  you  have  it,  a  much  bet- 
ter picture  of  American  Motors 
Corporation.  So,  you  see,  if  you  only 
know  us  for  our  great  cars,  there's  a 
great  deal  more  to  know  about  us 

American  Motors 
Corporation 
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Trade  War: 

he  First 
Skirmishes? 


By  TAD  SZULC 

The  sudden  breakup  late  in  September  of  the  French 
leftist  coalition  seems  to  have  ruled  out  the  danger  that 
France  might  he  plunged  into  economic  and  social  chaos 
after  the  parliamentary  elections  next  March.  Until  the 
coalition  collapsed  under  the  weight  of  Socialist-Com- 
munist differences,  a  leftist  victory  was  considered  highly 
likely,  and  the  country  was  preparing  itself  for  large-scale 
industrial  nationalization  and  steep  inflationary  wage  increases. 
The  Paris  stock  market  greeted  the  news  of  the  leftist  setback 
by  putting  on  a  smart  rally- 
But,  as  one  discovered  during  a  visit  to  Western  Europe, 
coinciding  with  the  French  crisis,  the  instant  relief  felt  in 
Parisian  business  circles  over  the  left's  self-destruction  only 
served  to  distract  attention  from  a  much  more  fundamental 
phenomenon.  France,  along  with  the  rest  of  Western  Europe, 
is  slipping  into  an  ever-widening  economic  crisis  reflected  in  a 
return  to  double-digit  inflation,  sharply  rising  unemployment, 
critically  lagging  foreign  and  domestic  investments  and  badly 
faltering  growth  rates.  Even  Scandinavia  s  vaunted  prosperity 
(except  for  oil-rich  Norway)  is  vanishing.  And  West  Germany  is 
feeling  the  pinch.  The  nine-nation  European  Economic  Com- 
munity— the  Common  Market — finds  itself  uncommonly  dis- 
mayed and  increasingly  paralyzed. 

There  was  gloom  everywhere.  (European  officials  tend  to  be 
more  candid  than  their  American  counterparts.)  At  a  private 
conference  at  Kollekolle,  Denmark,  Western  European  cabinet 
ministers  and  top  European  economic  officials  spoke  with  brutal 
frankness  about  the  situation.  Later,  at  Copenhagen's  Christian- 
borg  Palace,  the  Danish  prime  minister.  Anker  Jorgensen, 
spoke  of  the  seriousness  of  unemployment  in  his  country.  A 


With  Western  Europe  groaning 
under  the  burden  of  paying  tor 
costly  Arab  oil,  OPEC's  victims  el 
bow  each  other  in  a  struggle  for 
economic  survival. 


famous  international  banker,  who  closely  follows  the 
movement  of  money  across  the  world,  was  saying  at 
dinner  at  his  palatial  Paris  home  that  investments  had 
virtually  ceased  in  France.  Earlier  that  day  the  French 
government  had  reported  that  while  total  investments  in 
the  economy  had  been  expected  to  rise  by  2.5%  in  1977, 
the  actual  figure  was  only  0.6%.  The  American  ambassa- 
dor in  Luxembourg  spoke  another  evening  of  his  only  partially 
successful  efforts  to  persuade  a  U.S.  chemical  company,  Mon- 
santo, not  to  close  down  its  operations  in  the  little  duchy. 

This  overall  state  of  affairs  inevitably  and  profoundly  affects  the 
U.S.  Unable  to  break  out  of  the  recession  of  the  mid-Seventies, 
Western  Europe  is  a  steadily  shrinking  market  for  U.  S.  industrial 
and  farm  products.  How  can  the  Europeans  buy  from  the  U.  S.  ?  It 
is  all  they  can  do  to  pay  for  $50  billion  worth  of  OPEC  oil  without 
which  their  economies  would  cease  to  function. 

At  the  same  time,  to  get  dollars,  the  Western  Europeans  are 
pushing  their  exports  of  such  critical  products  as  steel  and 
foodstuffs  to  the  unreceptive  U.S.  market,  creating  a  rising 
outcry  for  protectionism  in  this  country.  The  French  and 
Belgian  steel  industries,  for  instance,  are  attempting  to  sell  in 
the  U.S.  some  of  the  steel  that  their  depressed  domestic 
markets  cannot  absorb.  In  France,  16,000  steelworkers  will 
have  lost  their  jobs  this  year.  With  job  security  a  burning  issue, 
the  Europeans  are,  in  effect,  seeking  to  export  some  of  their 
unemployment  to  Youngstown,  Ohio  and  Lackawanna,  N.Y. 

As  with  steel,  so  with  food.  Both  the  U.S.  and  Europe  have 
had  big  harvests  this  year,  with  the  result  that  Europe  is 
buying  less  food  from  us  and  trying  to  sell  us  more.  Right  now, 
the  U.S.  is  faced  with  an  export  drive  across  the  Atlantic  of 
subsidized  European  foodstuffs,  forcing  Washington  in  self- 
defense  to  apply  restrictions. 
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Marchais  (left)  And  Mitterrand:  The  instant  relief  their 
breakup  inspired  in  France  only  served  to  distract  attention 
from  a  more  fundamental  worry — widening  economic  crisis. 


What  is  developing,  then,  between  the  U.S.  and  Western 
Europe  is  something  that  could  be  described  as  negative 
interdependence.  The  Europeans  believe  that  only  a  marked 
improvement  in  the  U.S.  economy  can  yank  them  out  of  a 
recession.  The  U.S.  takes  the  view  that  the  health  of  its  own 
economy  depends  to  an  important  degree  on  a  betterment  in 
Europe.  There  is,  unfortunately,  a  tendency  on  each  side  to 
solve  its  problems  at  the  other's  expense.  For  their  own 
reasons — as  well  as  under  American  prodding — West  Ger- 
many, France,  Denmark  and  several  other  countries  have 
embarked  this  >,<  ar  on  programs  to  stimulate  their  own  econo- 
mies, but  it  may  be  a  long  time,  if  ever,  before  the  effects  of 
these  measures  are  felt. 

The  dread  words  are:  trade  wars. 

At  stake,  of  course,  are  jobs,  and  the  present  pattern  of 
unemployment  may  override  the  governments'  revulsion  against 
protectionism  and  trade  war.  In  the  case  of  Europe,  figures  speak 
for  themselves:  In  Denmark,  unemployment  has  risen  from  1% 
in  1973  to  7%  this  year;  in  France,  the  rise  between  last  May  and 


last  August  was  from  4.6%  to  5.3%,  the  highest  since  the  end  of 
the  war;  in  Britain,  it  is  5.5%;  in  Belgium,  it  is  7.5%;  in  Italy,  it  is 
6.5%;  and  in  Ireland,  it  has  reached  9.5%. 

Meanwhile,  consumer  prices  keep  rising;  it  is  stagflation  all 
over  again.  .In  Denmark,  inflation  is  running  at  a  10%  annual 
rate.  In  France,  it  has  slowed  down  from  9.8%  last  May  to 
somewhere  over  8%  in  September,  but  the  predictions  are  for 
12%  next  January.  In  Britain,  the  rate  is  17%.  Italy  is  close  to 
20%,  and  Ireland  stands  at  14%.  Clearly,  this  combination  of 
unemployment  and  inflation  is  not  tolerable  for  very  long — and 
signs  are  multiplying  that  the  Europeans  may  turn  toward 
protectionism  to  arrest  work  idleness.  It  won't  work.  But 
politicians  must  do  something. 

A  recent  report  by  the  staff  of  the  Geneva-based  secretariat 
of  the  General  Agreement  on  Tariffs  and  Trade  warned,  for 
example,  that  protectionism  would  stunt  the  growth  of  the 
economies  of  the  industrialized  countries  rather  than  rescue 
them.  According  to  the  GAIT  report,  the  protectionist  steps 
already  taken  have  contributed  to  "the  extraordinary  severity 
of  the  last  recession. 

But  there  is  a  tendency  for  each  side — Europe  and  the 
U.S. — to  see  the  other  as  the  potential  villain.  While  Washing- 
ton worries  about  European  trade  barriers,  France  s  Prime 
Minister  Bavmond  Bane  noted  in  an  interview  last  March  that 


".  .  .  Unable  to  break  out  of  the  recession, 
Western  Europe  is  a  steadily  shrinking  market 
for  U.S.  industrial  and  farm  products  .  . ." 


"as  lor  the  U.S.,  I  hope  that  it  will  resist  the  temptations  of 
protectionism,  which  in  its  case  is  all  the  more  questionable 
because  it  is  protectionism  by  the  strongest.' 

Barre  s  argument  won't  cut  much  ice  with  U.S.  industry  and 
labor  unions  if  the  layoffs  at  home  continue.  Yet  you  can't 
blame  Barre;  one  should  not  underestimate  the  importance  of 
the  posters  seen  recently  at  the  Paris  headquarters  of  the 
French  Communist  Party  proclaiming:  "They  Are  Closing  Our 
Factories — They  Are  Investing  Abroad — Let  Us  Produce 
French!'  The  Communists  command  only  20%  of  French  votes 
but  control  the  powerful  General  Labor  Confederation  (CGT). 
Their  nationalistic  appeal  may  not  go  unheeded  in  the  general 
elections  next  March. 

Addressing  the  Kollekolle  conference,  Danish  Foreign  Min- 
ister K  B.  Andersen,  who  will  next  year  become  the  president 
of  the  Council  of  Europe,  warned  that  "protectionism  is  glow- 
ing on  both  sides  of  the  Atlantic'  and  that  unilateral  measures 
"could  trigger  a  protectionist  pattern."  The  U.S.  is  not  the  only 
target.  West  Germany  is  increasingly  under  attack  from  its 
Common  Market  associates,  a  development  that  may  seriously 
threaten  the  political  unity  of  the  continent. 

This  anti-German  feeling,  thus  far  muted,  emerged  at  the 
highest  level  at  the  Kollekolle  conference.  Ireland's  Garret 
Fitzgerald,  a  former  president  of  the  Council  of  Europe, 
cautioned  Bonn  against  using  "its  economic  power  politically," 
in  words  that  are  seldom  heard  publicly  in  European  forums. 

Denmark's  Foreign  Minister  Andersen  was  even  more  out- 
spoken, say  ing  that  it  was  impossible  to  conduct  "businesslike 
discussions  with  the  Germans.  He  chided  Bonn  for  allowing 
the  fear  of  inflation— he  called  it  "German  emotionalism" — to 
overshadow  all  monetary  and  trade  negotiations. 

What  we  .ire  seeing,  of  course,  is  the  lengthened  shadow  of 
that  historic  day  in  December  1973  when  the  Organization  of 
Petroleum  Exporting  Countries  suddenly  doubled  the  price  of 
oil — after  having  doubled  it  over  the  previous  two  y  ears.  That 
event,  converging  with  basic  weaknesses,  in  Europe  s  econo- 
mies after  the  boom  of  the  Sixties,  set  in  motion  a  chain  of 
events  whose  outcome  is  not  yet  clear.  But  from  the  eastern 
side  of  the  Atlantic  the  prognosis  is  not  good.  ■ 
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Tax  Reform:  Is  The  Battle 
Lost  Before  It  Begins? 

Will  1978  be  a  repeat  of  1963? 


By  JOHN  M.  BERRY 

Businessmen  who  are  worried  about  the 
"reform  in  President  Carter's  tax  reform 
proposals  may  be  worrying  unnecessar- 
ily The  program  may  never  get  off  the 
ground.  In  the  early  1960s  President 
John  Kennedy  proposed  sweeping  tax 
changes  coupled  with  a  tax  cut.  What  the 
country  got  then  was  the  reduction  but 
not  much  of  the  reform.  History  may 
well  repeat. 

The  only  hope  for  passage  of  such 
major  tax  changes  as  Carter  proposed 
during  his  presidential  campaign  always 
lay  in  the  President  himself  generating  a 
ground  swell  of  public  pressure  for 
change.  No  such  feeling  now  exists,  ac- 
cording to  a  Roper  poll.  The  public  fa- 
vors tax  reform  by  a  two-to-one  margin, 
but  to  the  public.  Roper  found,  "reform" 
really  means  only  lower  taxes.  And 
members  of  Congress  re- 
turned from  their  August 
recess  amazed  at  the  lack  of 
interest  on  the  part  of  their 
constituents. 

Perhaps  reflecting  this 
lack  of  support  for  the  bill 
and  recognizing  the  certain 
opposition  to  many  of  the 
proposed  "reforms,"  Trea- 
sury has  already  retreated 
substantially  from  Carter's 
original  goals  of  treating  all 
income  alike  and  of  simpli- 
fying the  laws. 

On  the  first  weekend  of 
this  month,  Carter  headed 
for  Camp  David,  the  presi- 
dential retreat  in  the  Mary- 
land mountains,  to  decide 
the  final  shape  of  the  reform 
package.  That  he  was  doing 
this  in  early  October  instead 
of  early  September  was  one 
result  of  the  interminable 
controversy  over  the  fate  of 
his  friend  and  budget  direc- 
tor Bert  Lance.  On  Sept.  2 
Treasury  had  forwarded  to 
Carter  a  series  of  nine  tax- 
reform  option  papers  total- 
ing 126  pages,  plus  a  30- 


page  "overview."  In  traditional  option- 
paper  form,  each  recommendation  was 
followed  by  three  spaces  for  Carter  to 
check:  agree,  disagree,  want  to  discuss 
further. 

But  the  answers  did  not  come  bac  k, 
and  Treasury  kept  tinkering.  On  Sept.  2, 
Treasury,  for  example,  concerned  about 
antagonizing  some  key  tax-writing  con- 
gressmen, was  advising  against  taxing 
capital  gains  on  transfers  of  property 
through  inheritance  or  gift.  Then  Trea- 
sury changed  its  mind,  perhaps  out  of 
fear  of  losing  the  support  of  some  tax 
reform  advocates  who  regard  taxation  of 
capital  gains  at  death  as  one  of  the  most 
significant  reform  issues. 

In  a  host  of  other  areas,  reform  issues 
were  raised,  proposals  drafted,  and  Trea- 
sury pulled  back.  A  proposal  to  require 
taxpayers  to  use  straight-line  depreci- 
ation for  buildings,  in  place  of  present 


accelerated  methods,  with  a  further  re- 
quirement that  depreciation  could  not 
exceed  equity,  was  substantially  soft- 
ened as  the  month  wore  on.  A  proposal 
to  reduce  the  amount  of  tax-free  group 
life  insurance  an  employer  could  provide 
from  $50,000  to  $25,000  was  dropped. 

A  similar  fate  met  the  proposal  to  tax 
interest  income  on  the  savings  element 
in  cash  value  insurance.  Treasury  finally 
came  out  against  it,  "largely  because  of 
the  probable  strength  of  industry  opposi- 
tion," explained  the  option  paper. 

The  proposal  to  treat  capital  gains  as 
ordinary  income,  a  proposal  main  peo- 
ple think  would  strike  a  serious  blow  at 
risk-taking  investment,  has  been  sub- 
stantially modified  and  weakened.  Trea- 
sury's proposal,  a  political  compromise 
for  indexing  capital  gains  held  for  ten 
years  or  longer,  was  challenged  by  the 
Council  of  Economic  Advisers  on  the 
grounds  that  it  would  not  be 
fair  unless  the  rest  of  the  tax 
system  were  indexed,  too. 
Treasury  acknowledged  the 
inequity,  but  replied:  "Nev- 
ertheless, the  proposal  is 
made  because  it  is  thought 
necessary  in  order  to  obtain 
the  approval  of  the  taxation 
of  capital  gains  as  ordinary 
income." 

In  the  end,  the  Adminis- 
tration would  have  had  to 
compromise  on  many  of 
these  points.  But  what 
bodes  ill  for  the  bill's  major 
objectives  is  the  fact  that  the 
Administration  is  compro- 
mising so  early  on  so  many- 
points.  Smelling  blood,  pro- 
business  and  conservative 
congressmen  will  certainly 
continue  to  press  for  even 
further  weakening  of  the  re- 
forms. In  effect,  Treasuiy 
and  the  Administration  have 
tipped  their  hand — and  il 
a  weak  one. 

As  for  the  goal  of  simplifi- 
cation, the  net  result  of 
what  the  Treasuiy  seems  to 
be  proposing  is  instead  com- 


FORBES.  OCTOBER  15.  1977 


31 


plexification  and  mystification.  Even  the 
experts  will  need  experts  to  interpret 
some  of  the  provisions.  For  example. 

Capital  losses  could  be  deducted  in 
hill,  hut  there  are  lots  of  "howevers." 
One  of  them:  net  losses  on  marketable 
securities  would  be  limited  to  $10,000  a 
year,  or  the  difference  between  net  real- 
ized losses  and  unrealized  j^ains  on  mar- 
ketable securities,  whichever  is  greater. 
Thus  a  net  realized  loss  of  $100,000  and 
unrealized  gains  of  $10,000  would  mean 
a  possible  deduction  of  $90,000.  Unreal- 
ized gains  of,  say,  $50, (XX),  and  net  real- 
ized losses  of  $15,000  would  mean  a 
potential  deduction  of  $10,000.  It  would 
mark  the  first  instance  in  which  an  un- 
realized gain  could  affect  current  tax  li- 
ability. And  throw  many  investors  into 
total  confusion. 

Nor  is  much  left  of  President  Carter's 
big  promises  to  do  something  about  the 
double  taxation  of  dividends.  As  pro- 
posed by  the  Treasury  ,  double  taxation 
would  be  reduced  but  not  eliminated.  A 
shareholder  would  be  given  a  tax  credit 
of  up  to  20%  of  the  dividends  paid,  but 
only  if  the  corporation's  tax  bill  is  high 
enough.  However,  he  would  also  have  to 
count  the  tax  credit  as  income.  Take  a 
taxpayer  in  the  30%  bracket  with  2,000 
shares  of  a  stock  paying  a  50-cent  divi- 
dend. Under  present  law,  he  would  pay 
$300  in  taxes  on  $1,000  in  dividends. 
Suppose  the  dividends  come  from  a  cor- 
poration paying  a  40%  tax,  so  that  for 
each  dollar  of  aftertax  income  it  had  to 
have  earned  $1.67  pretax.  Under  the 
new  proposal,  the  corporation  could  pro- 
vide the  stockholder  with  a  credit  of  up 


to  20%  of  his  dividends,  or  $200.  Now 
his  reported  income  would  be  $1,200, 
and  his  tax  $160,  for  a  savings  of  $140. 
The  .full  credit  would  be  possible  be- 
cause the  corporation  had  paid  a  tax 
equivalent  to  67  cents  per  share,  giving 
rise  to  a  possible  maximum  shareholder 
credit  of  $268  on  2,000  shares. 

If  the  corporation  instead  had  paid 
only  a  15%  tax  rate,  the  maximum  credit 
would  have  been  only  $75  and  the  tax 
savings  only  $22.50.  Figuring  out  the 
maximum  credit  the  corporation  can  al- 
low will  be  tough,  because  it  will  have  to 
be  done  before  any  dividends  are  paid 
each  year. 

In  1981  the  maximum  credit  would  go 
to  25%  and  to  28%  after  1982. 

The  complications  are  enormous.  The 
accountants  and  H&R  Block  will  reap 
the  harvest  in  fees. 

Compromises  abound.  Senate  Fi- 
nance Committee  Chairman  Russell 
Long  got  the  Treasury  to  give  up  the 
idea  of  eliminating  depletion  allowances 
for  independent  oil  and  gas  producers; 
but  a  proposal  to  phase  out  depletion 
allowances  on  such  minerals  as  uranium, 
sulfur,  iron  ore,  copper  and  oyster  shells 
is  intact.  Quite  obviously,  Long,  a  parti- 
san of  the  oil  industry,  did  better  than 
did  the  lobbyists  for  the  American  Min- 
ing Congress. 

Treasury  Secretary  Michael  Blu- 
menthal  defends  the  compromise  ap- 
proach. Most  of  the  Treasury  recommen- 
dations "are  based  on  what  I  think  is 
right,  Blumenthal  declares.  A  few, 
however,  are  the  result  of  the  fact  that 
"you  can't  be  oblivious  to  political  reali- 


ty." Option-paper  comments  notwith- 
standing, he  says  the  capital  gains  com- 
promises fall  in  the  "right"  category. 
"Dollars  used  to  purchase  something  30 
years  ago  and  dollars  used  to  purchase 
something  today  are  not  the  same  dol- 
lars," he  argues. 

Carter's  final  package  will  include 
some  hefty  tax  cuts  for  both  business  and 
individuals,  including  lowering  the  cor- 
porate rate  to  46%  and  the  maximum 
personal  rate  to  50%  .  The  net  eff  ect  of  all 
the  changes  could  be  a  reduction  of  more 
than  $30  billion  in  federal  taxes  by  1981. 
Interestingly,  that  s  just  about  how  much 
has  to  be  cut,  says  the  Council  of  Eco- 
nomic Advisers,  to  keep  the  tax  system 
from  becoming  a  drag  on  the  economy. 
The  "overview"  paper  raises  the  possibil- 
ity that  the  first  part  of  the  cuts  may  be 
needed  by  the  middle  of  next  year  to 
keep  the  economy  growing  rapidly 
enough  to  reduce  unemployment. 

Such  a  suggestion — which  was  sup- 
posed to  remain  secret  at  least  until  the 
February  budget  message — may  prove  to 
be  one  more  nail  in  the  coffin  of  tax  reform. 
The  political  grease  for  reform  has  always 
been  tax  cuts.  "Reform,"  after  all,  means 
tax  increases  for  some  people.  But  time  is 
running  out.  Chairman  Al  Ullman  of  the 
House  Ways  and  Means  Committee  has 
always  doubted  tax  reform  could  be 
pushed  through  in  a  year  anyway. 

So,  the  best  bet  now  is  that  if  the 
economy  shows  any  sign  of  faltering  in 
1978,  Congress  will  push  through  a 
quickie  tax  cut  and  reform  will  be  left, 
once  again,  for  the  future.  Congress  will 
take  the  bait  and  slither  off  the  hook.  ■ 


\  Contractor  Buys  Some  Brains 

Raymond  International  needed  them  to  get  bigger  jobs. 


Raymond  International  Inc.,  a  $254- 
million-revenues  Houston-based  con- 
struction companv,  wasn't  as  badlv  off  as 
the  scarecrow  in  The  Wizard  of  Oz,  but 
it  was  in  a  similar  position:  If  it  only  had 
the  brains,  it  could  compete  for  the  larg- 
er and  more  sophisticated  contracts  that 
were  being  captured  by  companies  capa- 
ble of  management  and  design  as  well  as 
construction.  Says  Chief  Executive  Hen- 
ry F.  LeMieux,"We  wanted  to  get  stron- 
ger in  the  engineering  and  design  side, 
as  opposed  to  the  'dumb  contractor,'  as  I 
call  it,  side." 

So  last  June  Raymond  bought  itself  the 
brains.  For  $30  million  it  picked  up 
$172-million-revenues  Kaiser  Engi- 
neers. They  didn't  buy  business  moxie, 
mind  you — Kaiser  Engineers  $6.1-mil- 
lion  1976  operating  profit  is  half  what  it 
was  in  recession  1970.  But  LeMieux  was 
buying  expertise  in  the  management  and 


design  of  construction  projects,  the  skills 
that  get  contracts  on  favorable  terms. 
And  Kaiser  has  them. 

Construction  these  days  is  as  complex 
as  it  is  large  (the  top  400  construction 
firms  signed  on  over  $60  billion  worth  of 
new  business  last  year).  It's  not  enough 
to  know  how  to  slap  brick  and  mortar 
together;  a  big-time  builder  has  to  take 
into  account  a  myriad  of  details — from 
emotion -charged  labor  negotiations  to 
endlessly  involved  environmental  regu- 
lations. More  important  than  anything 
else  is  cost  control.  With  the  cost  of 
material  doubling  in  a  matter  of  months 
(look  at  the  price  of  insulation,  for  exam- 
ple), a  builder  with  a  fixed-cost  contract 
has  to  be  as  sharp  with  a  pencil  as  his 
workers  are  with  their  tools. 

Until  now,  Raymond  has  been  rather 
limited.  It  is  without  peer  in  its  special- 
ty, the  building  of  foundations  and  ma- 


rine structures.  But  there  is  only  so 
much  of  this  kind  of  work,  and  over  the 
past  decade  Raymond  s  revenues  have 
grown  slowly  .  Meanwhile,  industry  lead- 
ers like  Fluor  Corp.  and  Brown  &  Root 
have  grown  by  leaps  and  bounds. 

What  LeMieux  has  accomplished  is  to 
take  Raymond  from  being  a  company 
with  spotty  profits  to  a  steady  earner, 
returning  20%  on  stockholders'  equity 
last  year.  He  did  so  by  deemphasizing 
big  public  works  projects  and  concen- 
trating more  on  private  business  and 
specialty  work.  Now  LeMieux  thinks  he 
can  do  the  same  thing  for  Kaiser  that  he 
did  for  Raymond:  make  it  more  profit- 
able and  less  erratic.  "It  has  a  history 
much  like  ours — taking  on  big  public 
works  projects  which  do  poorly  .  It  has 
already  changed  some,  but  has  to  go 
further.  So,  what  we're  doing  now  is 
showing  it  the  direction  we've  gone." 

Kaiser  Engineers,  then,  represents 
Raymond's  best  chance  to  make  it  into 
the  big  time.  Will  it  work?  Will  the 
acquisition  get  Raymond  moving?  Only 
time  will  tell.  But  you  can't  blame  Le- 
Mieux for  hoping  so.  ■ 
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Homemade  Imports 


The  American  taste  for  imported  beer  is  growing. 
So  Miller  is  now  brewing  its  own  "imports/' 

By  WILLIAM  J.  SCHMICK  JR. 


Look  at  the  photo  on  the  right.  Can  you 
tell  the  difference?  Neither  could  33- 
year-old  John  H.  ChristofFel  recently, 
when  he  plunked  down  $2.60  for  what 
he  thought  was  a  six-pack  of  imported 
beer.  It  wasn't.  So  he  sued  Miller  Brew- 
ing Co.  for  deceptive  advertising. 

Consumers  are  paying  a  higher  price 
for  Lowenbrau — sometimes  double  the 
price  of  domestic  beer — -because  they 
believe  the  beer  originates  in  Munich, 
reads  the  suit  filed  by  ChristofFel,  a  con- 
sumer products  engineer  for  Abbott 
Laboratories  of  North  Chicago,  111.  Back- 
ing up  the  suit  was  an  advisory  issued  by 
the  Bureau  of  Alcohol,  Tobacco  &  Fire- 
arms warning  consumers  to  read  the  la- 
bel carefully  when  buying  Miller's 
Lowenbrau. 

Reading  the  label  on  the  bottle  would 
reveal  that  the  Lowenbrau  was  brewed, 
not  in  Munich,  Germany,  but  in  Mil- 
waukee, Wis.,  Fort  Worth,  Tex.  and 
Azuma,  Calif. 

In  the  ongoing  beer  war,  where  costly 
competition  and  price-cutting  have  put 
the  cost  of  a  six-pack  of  beer  below  the  cost 
of  a  six-pack  of  Coke,  the  beer  barons  have 
come  up  with  a  slick  gambit — "image 
beer.  "  Miller's  Lowenbrau  is  such  a  brew. 
Although  Christoffel  later  withdrew  his 
suit,  the  controversy  remains. 

An  image  beer,  simply  enough,  is  a 
well-known  and  sometimes  prestigious 
foreign  beer  to  which  a  domestic  brewer 
has  bought  the  rights  and  which  it  brews 
in  the  U.S. — like  Miller's  Lowenbrau  or 
Carling's  Tuborg. 

"The  key  is  margin,"  says  Joseph  Fraz- 
zano,  beverage  analyst  for  Oppenheimer 
&  Co.  "If  the  brewers  are  charging  about 
80  cents  more  per  six-pack  for  the  image 
stuff  than  for  the  lower-priced  premium 
beers,  but  the  costs  are  the  same,  then 
they  are  going  to  make  a  fortune  on  it. 
And  margin  is  the  beer  industry's  cur- 
rent problem.  Industrywide,  aftertax 
profits  have  dropped  from  6%  to  3.5% 
over  the  last  five  years.  So  the  higher 
price  for  image  beers,  with  little  cost 
increase,  could  mean  the  difference  be- 
tween a  flat  and  a  profitable  year  for 
some  brewers. 

For  the  big  four  domestic  brewers — 
Anheuser-Busch,  Jos.    Schlitz  Brewing 
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The  Real  Thing  Versus  The  Real  Real  Thing:  The  Lowenbrau  beer  in  the  botti 
on  the  left  was  brewed  in  one  of  three  Miller  Brewing  Co.  plants  in  the  U.S. 
The  beer  in  the  other  bottle  was  brewed  in  Munich,  Germany,  as  it  has  been 
since  1  383.  The  labels  on  both  bottles  tell  the  truth,  as  the  close-ups  below 
show;  but  beer  drinkers  must  look  closely  to  spot  the  difference. 


Co.,  Pabst  Brewing  Co.  and  Philip  Mor- 
ris' Miller  Brewing  Co. — the  over  20% 
annual  increase  in  market  share  of  im- 
ported beers  over  the  last  five  years  is 
the  impetus  behind  image  beers.  Since 
1971,  sales  of  imported  beer  in  the  U.S., 
now  about  $800  million  a  year,  have 
grown  more  than  seven  times  as  fast  as 
those  of  domestic  brews.  Although  still 
just  a  drop  in  the  domestic  keg  (imports 
account  for  only  1.6%  of  U.S.  sales), 
these  heavy,  sometimes  bitter,  foreign 
brews  totaled  about  39  million  gallons  in 
the  first  half  of  1977,  as  against  only  14 
million  five  years  ago. 

Over  160  imported  brands  have  now 
crowded  onto  the  nation's  shelves,  entic- 
ing the  eye  and  ear  with  exotic  labels  and 
names  like  Molson,  Heineken  and 
Pilsner  Urquell.  Prices  range  from  $3.95 
to  $4.50  a  six-pack,  compared  with  about 
$1.89  for  the  same  pack  of  Budweiser  or 
Miller  or  the  selling  price  of  a  creditable 
bottle  of  wine.  (Foreign  beers  are  so 
expensive,  of  course,  because  of  trans- 
portation costs  and  duties.) 

The  U.S.  beer  industry  is  now  seg- 
mented into  four  categories:  popular- 
priced  beers  such  as  Schaefer  and  Fal- 
staff  ($1.15  to  $1.45  a  six-pack);  premi- 
ums such  as  Budweiser  and  Schlitz 
($1.60  to  $1.89);  "super  premiums,  "  like 
Michelob  and  Pabst's  Andeker  ($1.75  to 
$1.95)  and  imports  ($3.95  to  $4.50).  The 
domestically  brewed  "imports"  like  Carl- 
ing's  Tuborg  and  Miller's  Lowenbrau  are 
forming  a  fifth  price  level  at  around 


$2.50  a  six-pack. 

Carling  National  Breweries,  a  subsid- 
iary of  Canada's  Carling  O'Keefe,  Ltd., 
was  the  first  to  see  the  possibilities.  In 
1972  Carling  contracted  with  United 
Breweries  International  of  Denmark  to 
import  Carlsberg  beer  and  to  brew  Tu- 
borg in  the  U.S.  Originally,  Carling  in- 
troduced Tuborg  as  a  premium-priced 
alternative  to  Budweiser  and  Schlitz. 
Sales,  after  peaking  at  321,000  barrels, 
fell  in  1975  to  292,000.  Says  Marketing 
Vice  President  J.  Frank  Cashen:  "No  one 


". .  .  'Imports' .  .  .  are  form- 
ing a  fifth  price  level  at 
around  $2.50  a  six-pack  . . ." 


had  been  pushing  the  import  image.  So 
we  decided  to  change  the  packaging  and 
product  a  little  to  get  it  back  toward  the 
European  image.  It  worked.  Sales  have 
been  climbing  ever  since." 

Miller  was  also  quick  to  see  the  advan- 
tages. The  Philip  Morris-owned  brewery 
is  already  the  wonder  of  the  industry. 
Since  1970,  when  PM  bought  it,  it  has 
climbed  from  eighth  to  third  place, 
largely  on  the  success  of  new  products 
like  Miller  Lite  and  seven-ounce  "pony 
bottles. "  Miller  signed  with  Lowenbrau 
International  in  Munich  to  import 
Lowenbrau  and  to  brew  it  domestically. 
Domestic  brewing  began  in  the  spring  of 


1976;  Miller  completed  test  marketing  in 
Chicago,  111.,  Bochester,  N.Y.  and  other 
cities  in  August. 

Miller  refused  to  supply  Forbes  with 
samples  but  we  obtained  them  through  a 
competitor.  An  informal  taste  panel  of 
Forbes  editors  found  them  different  in 
taste  but  could  not  consistently  tell 
which  was  brewed  in  Munich. 

So  now  there  are  two  ways  for  brewers 
to  go  in  trying  to  upgrade  their  margins. 
The  Carling-Miller  method  or  the  "super 
premiums' — like  Anheuser's  Michelob 
and  Pabst's  Andeker,  domestic  brews 
that  look  and  sound  like  foreign  ones. 
Both  ways  call  for  an  immense  advertis- 
ing budget:  Miller  is  reported  to  have 
budgeted  $15  million  to  introduce  its 
domestic  Lowenbrau. 

Miller  is  positioning  domestic  Lowen- 
brau at  the  top-of-the-line  price  cate- 
gory, just  under  bona  fide  imports  and 
above  competitors  Michelob  and  An- 
deker. Michelob  is  an  industry  leader, 
an  image  beer  often  mistaken  for  an  im- 
port (and  listed  that  way  in  many  restau- 
rants). Pabst's  Andeker  is  also  pushing 
the  image,  and  its  commercials  are  now 
showing  up  on  classical  music  stations. 

Will  the  American  consumer  buy  it? 

Why  not?  After  all,  General  Motors 
sells  Cadillacs  as  well  as  Chevrolets. 
Why  shouldn  t  beer  drinkers  have  simi- 
lar choices?  And  why  shouldn't  brewers 
get  a  more  for  something  at  least  a  bit 
different  and  yet  cheaper  than  the  genu- 
ine imported  article?  ■ 


Taking  Good  Care  Of  Himself 

Protecting  against  "takeovers"  is  also  a  good  way 
of  insulating  management  from  the  shareholders. 


By  any  reckoning,  Morton  Kamer- 
man,  50,  has  a  good  deal  as  chairman  and 
chief  executive  officer  of  Technicolor, 
Inc.,  the  motion  picture  processor.  He's 
on  the  first  year  of  a  five-year  contract 
providing  a  minimum  of  $250,000  a  year 
(plus  five  more  years  at  $100,000  for 
nonexclusive  consulting).  That's  big 
money  for  a  $127-million-revenues  com- 
pany to  pay — more  than  last  year's  remu- 
neration of  the  CEOs  of  such  giants  as 
Litton  Industries  ($3.4  billion  in  sales), 
Georgia-Pacific  ($3  billion)  and  American 
Motors  ($2.3  billion). 

President  and  Chief  Operating  Officer 
Arthur  N.  Byan  also  is  being  taken  care 
of;  he  gets  at  least  $200,000  for  seven 
years,  $250,000  if  and  when  he  succeeds 
Kamerman  as  CEO.  Even  William  E. 
McKenna,  who  was  ousted  as  chairman 
after  Technicolor's  1976  loss  of  $874,000, 
or  30  cents  a  share,  has  been  drawing 
$15,000  a  month  until  this  year,  and  will 
get  $18,000  annually  in  deferred  salary 


starting  Aug.  1,  1984. 

Of  course,  Technicolor  returned  to  the 
black  under  Kamerman  and  Byan  in  the 
fiscal  year  ended  this  June  25,  but  the 
$3.9  million  profit  was  hardly  a  stunning 
accomplishment.  Their  stewardship  of 
the  company  has  scarcely  been  a  tri- 


".  . .  'The  most  democratic 
process  would  be  for  [direc- 
tors'] removal  any  time  you 
want  to  call  a  meeting'  .  .  ." 

umph:  big  red  ink  in  fiscal  1976;  a  10% 
return  on  equity  in  1975.  Kamerman,  a 
former  New  York  City  lawyer,  first 
joined  Technicolor  when  a  group  includ- 
ing Guy  M.  Bjorkman,  his  onetime  part- 
ner in  Germaine  Monteil  cosmetics, 
wrested  control  from  a  group  led  by 
Patrick  Frawley  Jr.  in  1970.  Bjorkman, 


his  wife  and  other  directors  now  own 
about  14%  of  the  stock. 

Lest  management's  generosity  to  itself 
annoy  stockholders  or  give  them  ideas 
about  putting  a  stop  to  it  by  ousting  the 
directors.  Technicolor's  well-heeled 
board  is  digging  in.  To  guard  against 
"takeovers,"  the  board  proposes  to  "clas- 
sify" itself  with  terms  staggered  over 
three  years.  In  addition,  it  wants  to  make 
it  more  difficult  to  remove  directors  from 
their  seats. 

Kamerman  refers  questions  to  Vice 
President  of  Corporate  Affairs  and  Gen- 
eral Counsel  Thomas  Broussard.  Says 
Broussard:  "The  most  democratic  pro- 
cess would  be  for  the  annual  election  of 
directors  and  the  removal  of  them  any 
time  you  want  to  call  for  a  meeting.  But 
that  opens  you  to  a  quick  raid  by  any- 
body who  picks  up  a  controlling  percent- 
age but  not  a  majority  "  Which,  of 
course,  is  the  way  the  present  manage- 
ment took  over  back  in  1970.  ■ 
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Jimmy 
Carter's 
Not-So- 
New  Faces 

Jimmy  Carter  is  Jimmy 
Carter.  But  Washington 
is  Washington. 

By  PAUL  STURM 

The  Administration  s  regulators  are 
now  in  place.  For  all  of  Jimmy  Carter's 
rhetoric  about  new  faces,  there  are  few 
of  them  and  the  selection  process  hasn't 
changed  since  Harry  Truman.  President 
Carter  moved  into  the  White  House  last 
January  with  a  rare  opportunity.  Besides 
the  usual  round  of  high-level  appoint- 
ments, he  got  to  install  his  own  chair- 
men, tip  the  political  balance  and  set  a 
new  tone  at  nearly  all  the  government's 
independent  regulatory  agencies. 

But  where  is  the  new  look?  The  new 
faces?  James  King,  the  man  who  set  up 
the  White  House  personnel  office,  hav- 
ing done  his  job,  has  moved  on.  A  Carter 
campaigner  and  former  aide  to  Senator 
Edward  Kennedy  (D — Mass.),  King 
wangled  his  own  new  job — -a  five-year, 
$52,500-a-year  stint  as  head  of  the  Na- 
tional Transportation  Safety  Board. 

With  all  the  talk  of  an  open  adminis- 
tration, there  were  the  obligatory  re- 
sume' banks  and  talent  searches,  but  they 
were  nothing  new:  In  1969  Nixon  aides 
even  sent  letters  to  everyone  listed  in 
Who's  Who. 

When  the  dust  cleared,  the  ultimate 
decisions  were  almost  totally  political. 

Of  25  key  regulatory  appointees,  all 
but  four  worked  either  for  academic  in- 
stitutions or  the  government — the  tradi- 
tional recruiting  grounds.  Of  the  private- 
sector  appointees,  only  one — Elizabeth 
Bailey,  a  Bell  Telephone  Laboratories 
economist  named  to  the  Civil  Aeronau- 
tics Board — came  from  a  major 
corporation. 

With  the  exception  of  former  New 
York  Public  Service  Commission  Chair- 
man Alfred  Kahn  at  the  CAB  and  UCLA 
Graduate  School  of  Management  Dean 
Harold  Williams  at  the  Securities  &  Ex- 


change Commission,  the  heads  of  all  ma- 
jor regulatory  agencies  are  former  Cap- 
itol Hill  staffers.  Three  of  them — 
Bichard  Daschbach  at  the  Federal  Mari- 
time Commission,  Daniel  O'Neal  at  the 
Interstate  Commerce  Commission  and 
Michael  Pertschuk  at  the  Federal  Trade 
Commission — worked  together  for  the 
Senate  Commerce  Committee. 

Serving  under  Senator  Warren  Mag- 
nusen  (D — Wash.),  these  men  wrote 
most  of  the  legislation  spawned  by  the 
consumer  movement.  They  are  all  ex- 
perts in  the  substance  of  their  respective 
agencies.  Equally  important,  however, 
they  have  predictable  views  and  excel- 
lent political  antennae. 

"Appointing  congressional  aides,"  ex- 
plains Charles  Curtis,  chairman  of  the 
new  Federal  Energy  Begulatory  Com- 
mission, "is  very  unvulnerable — a  way  of 
getting  expertise  without  conflict  of  in- 
terest.-' Typically,  it  also  means  rubber- 
stamp  confirmation.  Curtis,  who  worked 
on  energy  legislation  for  Bepresentative 
John  Dingell  (D — Mich.),  was  nomi- 
nated on  a  Friday  and  approved  by  the 
Senate  the  following  Thursday. 

At  the  Federal  Communications  Com- 
mission, however,  Carter  didn't  even  get 
expertise.  Its  new  chairman  is  Charles 
Ferris,  a  longtime  assistant  to  former 
Senate  Majority  Leader  Mike  Mansfield. 


Ferris  has  no  background  in  communica- 
tions. He  is  as  much  the  party  appointee 
as  was  Dean  Burch,  the  onetime  Repub- 
lican  national  chairman  who  was  Presi- 
dent Nixon's  choice  for  the  same  job 
eight  years  ago. 

Still  more  Capitol  Hill  aides  are  slated 
for  choice  Carter  regulatory  appoint- 
ments. William  Alberger,  who  works  for 
House  Ways  &  Means  Committee 
Chairman  Al  Ullman  (D — Ore.),  will  get 
a  seat  on  the  U.S.  International  Trade 
Commission.  John  McGarry  moves  to 
the  politically  sensitive  Federal  Elec- 
tions Commission  at  the  behest  of  Speak- 
er O'Neill.  Not  everyone  made  it 
though:  Michael  Lemov,  a  young  lawyer 
for  Bepresentative  John  Moss  (D — Cal- 
if), campaigned  actively  for  the  Con- 
sumer Product  Safety  Commission.  He 
lost  out  when  womens'  groups  success- 
fully sought  two  female  appointees,  mak- 
ing the  CPSC  the  first  regulatory  agency 
in  history  without  a  male  majority. 

The  new  five-man  Copyright  Royalty 
Tribunal  typifies  the  predictability  of  tin- 
Carter  appointment  process.  Its  hej<! 
Thomas  Brennan,  the  lawyer  for  Sei 
John  McClellan  (D — Ark.),  who  m 
legislation  creating  the  agency  >: 
the  Senate.  Tapped  for  $47,500-a  yeai 
posts  as  his  colleagues  are  a  former  depu- 
ty chairman  of  the  Democratic  National 
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Committee  and  two  field  directors  of  the 
1976  Carter  campaign — none  of  whom 
knows  anything  about  the  panel  s  task  of 
parceling  out  some  $50  million  a  year  in 
copyright  royalties. 

Two  jobs  were  offered  to  "outsiders" 
(who  had  top  political  credentials).  Rob- 
ert McKinney,  an  Indianapolis  banker 
who  led  the  Carter  campaign  in  Indiana, 
will  head  the  Federal  Home  Loan  Bank 
Board — regulating  his  old  industry. 
Donald  Tucker,  speaker  of  the  Florida 
House  of  Representatives  and  the  first 
major  politician  in  that  key  state  to  en- 
dorse Carter,  was  nominated  for  a  seat 
on  the  Civil  Aeronautics  Board.  But 
Tucker  withdrew.  Had  he  not  done  so, 
he  might  have  been  the  only  Carter 
appointee  to  fail  to  be  confirmed,  not  for 
his  lack  of  qualifications,  but  because  of 
concern  over  allegations  of  questionable 
financial  dealings. 

Besides  favoring  congressmen  and  im- 
portant political  supporters,  the  Carter 
appointments  process  did  well  by  at  least 
one  influential  cabinet  member,  Depart- 
ment of  Energy  Secretary  James  Schle- 
singer.  Potentially,  his  agency  will  be  at 
odds  with  the  Federal  Energy  Regula- 
tory Commission,  which  replaced  the 
Federal  Power  Commission.  Two  of  its 
three  newly  named  commissioners,  how- 
ever,  are  old  Schlesinger  colleagues. 
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So  too  is  Joseph  Hendrie,  the  man  who 
will  head  the  Nuclear  Regulator}' 
Commission. 

Nor  has  Carter  upset  the  pronuclear 
tone  at  that  agency,  charged  with  over- 
seeing reactor  safety.  "He  had  an  oppor- 
tunity to  turn  things  around  completely, 
and  he  ended  up  picking  two  guys  who 
are  part  of  the  old-line  atomic  energy 
establishment,"  grouses  John  Abbotts, 
Ralph  Nader's  nuclear  lobbying  chief. 

Elsewhere,  the  Administration  s  regu- 
latory style  seems  to  be  activism  of  the 
sort  that  pervaded  the  Senate  during  the 
late  Sixties  and  early  Seventies.  FTC 
Chairman  Pertschuk  quickly  assembled 
a  top-notch  staff,  and  some  broadcasters 
expect  him  to  join  ranks  with  his  old 
friend  FCC  Chairman  Ferris  for  a  major 
assault  on  children  s  television  advertis- 
ing. The  CAB  is  giving  quick  approval  to 
air  fare  discounts,  and  the  Interstate 
Commerce  Commission  is  working  to- 
ward its  own  reorganization.  There  are 
three  vacancies  in  that  nine-person  agen- 
cy, but  Carter  is  making  no  new  appoint- 
ments. Legislation  is  under  way  that 
would  cut  the  commission  to  five  mem- 
bers, a  more  manageable  group. 

It  is  too  soon,  of  course,  to  judge 
President  Carter  s  regulatory  choices. 
Many  men  who  appear  superbly  quali- 
fied often  are  not  particularly  effective. 


President  Kennedy,  for  example,  was 
especially  proud  of  his  first  FCC  Chair- 
man, Newton  Minow.  The  young  Chica- 
go lawyer  made  his  "vast  wasteland" 
speech  within  weeks  of  his  appointment, 
but  it  so  alienated  broadcasters  and  Con- 
gress that  it  limited  his  effectiveness  and 
led  to  his  resignation.  On  the  other 
hand.  Dean  Burch,  though  his  creden- 
tials were  purely  political,  became  an 
effective  leader  of  the  commission. 

Looking  not  at  individuals,  but  at  how 
they  were  chosen,  however,  Carter 
didn  t  shake  things  up.  "The  government 
really  hasn't  been  opened  up,"  con- 
cludes Georgetown  University  law  pro- 
fessor Roy  Schotland.  "With  a  few  excep- 
tions, the  appointees  are  all  somebody 
who  knew  somebody  Echoes  former 
Federal  Trade  Commissioner  Philip  El- 
man,  long  a  critic  of  such  recruiting  pro- 
cedures: "Did  the  White  House  go  off 
recruiting  for  these  jobs?  Of  course  not.  " 

If  Jimmy  Carter  really  is  no  different 
from  his  predecessors,  we  may  already 
have  seen  the  best  of  his  appointments. 
When  the  initial  pressure  for  good 
choices  wears  off,  presidents  usually  re- 
sort to  more  pragmatic  use  of  their  pow- 
ers. Regulatory  slots — with  guaranteed 
tenure,  good  salaries,  the  freedom  to 
travel  and  to  hire  four  or  five  staffers — 
are  a  handy  dumping  ground  for  lame- 
duck  congressmen  and  others  who  need 
a  safe  Washington  niche.  Charlotte  Reid, 
a  former  Republican  congresswoman 
from  Kankakee,  111.,  whose  main  broad- 
casting experience  consisted  of  a  brief 
singing  career  on  radio's  "Breakfast 
Club,"  made  it  to  the  FCC  that  way. 
Similarly,  the  Federal  Maritime  Com- 
mission got  Robert  (Cowboy  Bob)  Casey, 
a  Democrat  from  Houston,  who  once 
told  an  interviewer  that  his  regulatory 
post  was  a  nice  follow-up  to  Congress 
because,  he  says,  "you  can't  hunt  and 
fish  all  the  time." 

Part  of  the  reason  for  the  predictability 
of  these  selections  is  a  fundamental  lack 
of  accountability.  Regulatory  agencies 
are  "independent,  and  their  members 
have  staggered  terms,  so  neither  the 
President  nor  Congress  gets  much  direct 
criticism  if  they  are  not  competently 
staffed.  Getting  some  instant  political 
mileage  with  an  appointment  is  often  an 
attractive  expedient.  Already,  some  of 
Carter's  lesser  appointments  illustrate 
the  process  at  its  worst.  Patrick  Delaney 
is  a  36-year-old  former  stockbroker 
whom  President  Ford  nominated  to  the 
SEC  just  before  his  term  expired.  De- 
laney s  father  is  the  powerful  chairman  of 
the  House  Rules  Committee,  but  de- 
spite that,  the  Senate  refused  to  confirm 
him.  Now  Carter  has  helped  out  by  giv- 
ing him  a  seat  on  the  Susquehanna  River 
Basin  Commission — $47,500  a  year  and 
no  Senate  approval  required. 

Jimmy  Carter  or  no,  Washington  is 
still  Washington.  ■ 
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The  copier  that  f  aught  some  of  America's 
thriftiest  offices  how  to  save  money. 


We  told  Americas  small  offices 
e  had  a  modern  low-medium 
olume  plain  paper  copier  even  the 
mallest  (and  thriftiest)  of  them 
ould  afford.  And  they  told  us  to 
rove  it. 

So  we  showed  them  how  much 
ur  Saxon  3  could  save  them  over 
opiers  in  the  Xerox  660  to  3100 
ange.  With  a  list  price  of  only 
2,995*,  the  Saxon  costs  less  to 
uy,  rent,  or  lease  than  just  about 
ny  other  plain  paper  copier. 

We  demonstrated  our  highly 
aliable  space-age  electronics.  Our 


consistently  crisp  clear  copies.  Our 
simple  pushbutton  controls.  And 
our  fast-responding  nationwide 
service  system. 

And  thousands  of  small  offices 
decided  to  go  with  our  Saxon  3. 
Now,  some  of  America's  largest 
corporations  have  decided  to  put 
our  little  Saxon  to  work  for  them. 

And  we  couldn't  be  less  surprised. 
Everybody  seems  to  be  looking 
for  a  practical  solution  to  their 
copying  problems. 

That's  why  our  made-in-America 
copier  is  making  it  big  in  America. 


An  American  success  story. 

anufacturer  s  suggested  list  price. 

axon  is  a  registered  trademark  of  Saxon  Industries  Inc       Xerox  is  a  registered  trademark  of  Xerox  Corporation 


FREE  Norman  Rockwell  prints  with 
Saxon  3  demonstration. 

SAXON  BUSINESS  PRODUCTS.  INC 
13900  N.W.  57th  Court 

Miami  Lakes,  FL  33014  Call  Collect;.  (305)  558-1541 

Let's  set  up  a  demonstration  of  your  Saxon  3  copier.  I 
understand  that  I'll  receive  a  free  portfolio  of  four 
superb  Norman  Rockwell  prints  just  for  looking  at 
your  machine. 
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Ingersoll-Rand  is 
energetic  in  energy. 

Our  technological 
muscle  helps  extrac 
oil,  process  gas, 
generate  power, 
mine  coal. 


Around  the  earth  and  inside  it, 
Ingersoll-Rand  machines  are 
busily  working  for  people  who 
are  meeting  vital  energy  needs. 
For  example: 

1.  Forcing  oil  from  beneath  Lake 

Maracaibo.To  help  boost  yields 
from  Venezuelan  oilfields, 
Ingersoll-Rand  GT-22  turbine 
compressor  modules  compress 


the  gas  that  emerges— and  force 
it  back  into  the  ground.  There  the 
increased  pressure  forces  out 
more  oil.  And  the  gas  remains 
safely  stored  for  future  use- 
rather  than  being  wastefully 
burned  or  released  to  the  atmo- 
sphere.These  GT-22  turbines 
burn  on-site  gas  as  fuel. 

2.  Processing  Texas  gas  without 
tying  up  capital.  These  seven 
1000-hp  Ingersoll-Rand  com- 


pressors are  pressurizing  naturall 
gas  as  a  step  in  the  removal  of 
carbon  dioxide.  But  the  customei 
didn't  buy  the  compressors-  he 
rented  them.  As  a  service  of  l-R, 
skid-mounted  compressors  and 
engines  to  drive  them  are 
delivered  when  and  where 
needed,  with  operating  personnel 
—  and  later  taken  away. 

3.  Squeezing  more  kilowatts 
from  fuel  in  Illinois.  Boiler  tubes 
in  fossil-fueled  power  plants 


become  caked  with  soot,  which 
greatly  reduces  fuel  efficiency. 
Sootblowing  equipment  solves 
the  problem,  but  it  requires  a  lot 
of  force.  That's  where  this  l-R 
centrifugal  air  compressor  comes 
in.  It  delivers  15,000  cubic  feet  of 
air  per  minute  at  a  pressure  of 
350  psi.  Driven  by  a  4500-hp 
electric  motor,  it  is  already  hard 
at  work  helping  a  utility  save  fuel 
in  Joliet,  Illinois. 


4.  Mining  coal  from  deep 
underground.  How  can  you  dig 

coal  from  thin,  hard-to-reach 
seams?  One  highly  productive 
way  is  with  Lee-Norse  continuous 
miners.  These  low-slung  ma- 
chines, with  profiles  as  low  as  24 
inches,  crawl  easily  through 
cramped  seams— ripping  loose 
and  loading  the  coal  for  transport 
to  the  surface. 


In  these  ways  and  others,  l-R 
machines  are  helping  innovative 
people  develop  and  make  better 
use  of  all  kinds  of  energy 
resources.  In  fact,  that's  what  l-R 
does  best:  supply  muscle  to  make 
ideas  work.  And  we  do  it  in  a  big 
way.  Ou  r  1 976  sales  exceeded 
$1 .9  billion. 

Write  for  our  Annual  Report  or 
product  literature.  Ingersoli-Rand, 
Dept.  837,  Woodcl iff  Lake,  NJ 07675. 


Ingersoll-Rand 


Olds  98  Regency  for  '78. 
A  perfect  marriage  of 
logic  and  luxury. 

The  Oldsmobile  98  Regency.  Traditionally 
luxurious— yet  surprisingly  economical,  too. 

The  look  is  faithful  to  the  Regency  heritage. 
Classically  formal,  sculptured,  clean. 

Inside,  Regency  is  unmistakably  limousine- 
like. Stretch  out  in  soft  velour  seats  with  a 
loose-cushion  look  and  center  armrests. 

There's  impressive  headroom  and  legroom. 
And  generous  space  for  luggage. 

In  traffic,  you'll  maneuver  with  surprising 
agility.  And  you'll  appreciate  its  smooth  big-car 
ride.  The  sense  of  quiet  that  surrounds  your  most 
intimate  conversations.  ^Bfc^ 

Best  of  all,  you  get  the  unexpected  luxury  of 
good  gas  economy.  EPA  estimates  are  22  mpg 
highway,  15  city,  17  combined,  with  standard 
350  V8.  Your  mileage  depends  on  how  you  drive, 
your  car's  condition  and  its  equipment.  EPA 
estimates  lower  in  California. 

The  Oldsmobile  98  Regency. 

It's  one  luxury  car  you  can  lose  your  heart  to. 
And  still  keep  your  head,  rh 


98  Regency 

Can  we  build  one  for  you? 


GM 


Down  To  The  Sea  With  Money 

A  flood  tide  of  new  investment  is  pouring  into  the 

nation's  fish  business,  maybe  faster  than  the  business  can  handle  it. 


By  MAXWELL  KING 

On  a  warm  summer  day  last  August, 
with  the  faint  smell  of  fish  wafting  gently 
up  from  the  harbor,  a  small  group  of  men 
clutching  briefcases  walked  down  the  hill 
to  the  Cape  Ann  Bank  &  Trust  Co.  of 
Gloucester,  Mass.  In  the  boardroom  of 
the  bank,  with  the  shadows  of  seagulls 
gliding  silently  past  the  windows,  the 
men — a  lawyer,  two  officials  of  the  Na- 
tional Marine  Fisheries  Service,  a  bank- 
er and  an  ex-lawyer  named  Frederick  S. 
Leber — hefted  their  briefcases  onto  the 
heavy  wooden  table.  Then  Leber,  a  tall, 
lean  man  who  had  quit  his  job  with  the 
Securities  &  Exchange  Commission  in 
1976,  signed  his  name  to  a  quarter-mil- 
lion-dollar loan  and  became  a  commer- 
cial fisherman. 

Fred  Leber's  brand-new  boat,  the  83- 
foot  Hattie  Rose,  is  one  of  some  35  ves- 
sels being  built  this  year  for  the  commer- 
cial fisheries  of  New  England — at  least 
three  times  the  number  of  new  boats 
that  entered  the  fleet  in  the  past  couple 
of  years.  In  Gloucester,  sales  of  new  and 
used  fishing  boats  have  quadrupled,  ac- 
cording to  Solomon  Sandler,  a  lawyer 
who  represents  many  of  the  port's  fisher- 
men. Down  the  coast  in  New  Bedford, 
Mass.,  New  England's  other  large  fish- 
ing port,  about  20  new  boats  will  be 
added  to  the  160-vessel  New  Bedford 
fleet  in  1977,  according  to  Dennis  E. 
Main  of  the  National  Marine  Fisheries 
Service.  The  vessels  being  added  to  the 
New  England  fleet,  many  of  them  cost- 
ing over  half  a  million  dollars,  are  two 
and  three  times  the  size  of  the  traditional 
Gloucester  fishing  boats. 

This  bustle  in  the  fishing  boat  business 
is  not  confined  to  New  England.  Across 
the  country  in  Seattle,  the  Marine  Con- 
struction &  Design  Co.  is  building  nine 
new  fishing  boats  that  will  sell  for  well 
over  $1  million  each.  In  some  recent 
years  the  company  has  produced  only 
one  or  two  boats.  In  Mobile,  Ala.  the 
Bender  Shipbuilding  Co.  is  producing  15 
boats  this  year  just  for  East  Coast  fisher- 
men, versus  two  last  year. 

Nor  is  the  new  money  confined  to 
catching  fish  alone.  The  New  England 
Fish  Co. — which  happens  to  be  based  in 
Seattle — is  expanding  its  Kodiak,  Alaska 


processing  plant  into  a  $3.3-million  fa- 
cility that  the  company  thinks  it  will 
need  to  handle  its  share  of  the  potential 
$2-billion-a-year  bottomfish  industry  off 
the  coasts  of  Alaska.  Down  in  Panama 
City,  Fla.  Marifarms,  Inc.  has  invested 
$10  million  in  an  aquaculture  program  to 
expand  its  harvest  of  shrimp;  to  date  the 
company  has  produced  several  million 
pounds.  The  University  of  Rhode  Is- 
land's commercial  fishing  program  has 
been  so  swamped  with  applicants  that  it 
has  increased  its  class  size  25%. 

After  nearly  two  decades  during  which 
the  U.S.  fishing  fleet  was  virtually  stag- 
nant while  the  rest  of  the  fishing  nations 
of  the  world  moved  into  U.S.  waters,  the 


U.S.  fishing  industry  is  clearly  rebound- 
ing economically.  The  catch  of  fish  off 
the  Atlantic  Coast  is  estimated  to  be  up 
25%  in  the  first  half  of  the  year,  not  least 
because  of  the  new  200-mile  fishing  limit 
in  effect  since  last  Mar.  1.  The  fishing 
industry  is  rebounding  psychologically  as 
well.  Peter  M.  Fadden,  a  22-year-old 
fisherman  from  Marblehead,  Mass.,  re- 
calls that  when  he  started  fishing  just 
four  years  ago,  "people  sort  of  looked 
down  on  you."  Now  Fadden  has  just 
bought  his  own  boat  in  partnership  with 
his  father  and  brother.  Says  the  young 
entrepreneur:  "They  look  up  to  you  now. 
A  lot  of  the  kids  ask  me  about  it  and  they 
want  to  know  how  you  get  into  fishing." 


Caught:  The  Soviet  fishing  trawler  Taras  Shevchenko  was  hauled  into  Boston 
harbor  in  early  April  of  this  year,  the  first  ship  to  violate  the  new  200-mile 
fishing  limit.  But  for  the  most  part,  foreigners  have  heeded  the  new  law. 
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Up  to  a  point,  the  optimism  fisherfo 
are  beginning  to  show,  and  to  bank  on, 
justified.  Fish  constitute  one  of  thi 
country's  great  economic  and  nutrition) 
resources.  The  U.S.  has  the  fourth-lari 
est  coastline  and  the  third-largest  cont 
nental  shelf  of  any  nation,  and  20%  of  tn 
world's  seafood  can  be  found  within  20 
miles  of  our  shores. 

But  that  optimism  is  tinged  with 
fear:  Is  the  investment  in  fishing  comini 
too  fast  and  too  soon?  The  U.S.'  coast 
waters  have  been  seriously  overfishe 
for  years,  and  there  is  concern  that  thi 
depleted  stocks  of  fish  in  those  waten 
won't  rejuvenate  if  the  new  investment 
leads  to  more  overfishing.  Edward  J 
MacLeod,  whose  Lipman  Marine  Prod 
ucts  Corp.  just  built  a  $750,000  process 
ing  plant  in  Portland,  Me.,  is  worriet 
that  fish  catches  won  t  increase  enougl 
to  meet  the  higher  costs  created  by  new 
boats,  new  processing  plants  and  mor« 
intense  marketing  in  the  near  future,  "II 
all  of  these  things  don't  come  along  pretj 
ty  much  in  sequence,"  he  warns) 
"there  s  going  to  be  disaster." 

The  problem  of  overfishing — and  de- 
veloping fisheries  to  meet  growing  de-j 
mand — is  international.  Since  Worlq 
War  II  the  world  harvest  of  fish  has 
quadrupled.  The  1977  catch  will  amount 
to  70  million  metric  tons,  around  153 
billion  pounds.  About  70%  of  that  id 
eaten  by  humans.  The  rest  is  turned  into! 
fish  meal  or  fertilizer.  Fish  account  fori 
5%  of  the  protein  eaten  by  mankind.  In 
fact,  seafood  is  higher  in  protein,  lower 
in  fats  and  more  healthful  than  most] 
meats.  It  is  burned  more  efficiently  by 
the  human  body  than  other  sources  of} 
protein,  such  as  milk,  beef  and  soybeans 
The  Food  &  Agricultural  Organization 
of  the  United  Nations  estimates  that 
world  demand  for  fish  will  continue  to 
at  a  rate  of  3.4%  a  year  through 
1990,  and  by  1985  will  already  have  risen! 
to  208  billion  pounds  a  year.  In  the  U.S. 
the  country  that  consistently  pays  the 
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highest  prices  for  fish,  per-capita  con- 
sumption has  risen  20%  just  in  the  past 
ten  years.  In  many  Asian  countries — like 
Japan,  which  derives  more  than  50%  of 
its  animal  protein  from  fish — it  is  a  criti- 
cal necessity.  As  the  demand  for  fish  has 
mounted,  so  too,  naturally,  has  the 
price.  In  the  port  of  New  Bedford,  for 
example,  National  Marine  Fisheries  Ser- 
vice records  show  that  fishermen  there 
got  $13.8  million  for  the  111.3  million 
pounds  of  fish  they  delivered  in  1958 — 
less  than  12  Ms  cents  a  pound.  By  July  of 
1976  they  were  getting  61  cents  a  pound. 
Fresh  fish  on  Fridays,  once  a  cheap  dish, 
is  now  a  costly  indulgence. 

Even  as  the  demand  for  fish  and  the 
technology  to  exploit  that  demand  were 
growing,  the  U.S.  was  steadily  losing 
position  among  the  world's  most  produc- 
tive fishing  nations.  Once  ranked  sec- 
ond, by  1974  it  was  fifth,  surpassed  by- 
Japan,  Bussia,  China  and  Peru.  In  1960 
the  U.S.  caught  93%  of  the  fish  taken  off 
the  Atlantic  Coast;  by  1972  foreign  ves- 
sels caught  more  than  U.S.  vessels.  On 
the  productive  Georges  Bank  off  New 
England,  the  U.S.  caught  88%  of  the  fish 
17  years  ago;  just  before  the  200-mile 
limit  went  into  effect,  foreigners  were 
taking  about  90%.  In  recent  years  97%  of 
the  more  than  5  billion  pounds  of  bot- 
tomfish  (cod,  pollack,  flatfish)  caught  an- 
nually in  the  North  Pacific  was  taken  by 
foreign  vessels. 

The  total  U.S.  catch  has  remained  rel- 
atively static  since  1950,  between  2  mil- 
lion and  2.5  million  metric  tons  per  year. 
U.S.  consumption  of  fishery  products, 
meanwhile,  has  doubled,  and  a  huge 
trade  deficit  in  fish  has  developed.  In 
1950  the  U.S.  imported  less  than  25%  of 
its  fish,  by  the  1970s  over  60%,  with  an 
annual  deficit  of  $1.5  billion.  The  most 
savage  irony  is  that  during  precisely  this 
time  Bussia,  Japan,  West  Germany, 
Norway  and  other  nations  were  develop- 
ing their  fishing  industries  into  global 
operations,  enabling  them  to  encroach 
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Around  Us 

One-fifth  of  all  the  seafood  in 
the  world  can  be  found  within 
the  United  States'  new  200- 
mile  limit.  But  the  fish  there, 
like  the  fish  stocks  of  the  rest 
of  the  world,  are  in  constant 
peril  of  overfishing.  The  care- 
ful management  necessary  to 
conserve  them  as  a  renewable 
resource  threatens  some  of  the 
new  money  now  being  invested 
in  the  fishing  industry. 
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Krill:  Already 
there  is  an  in- 
ternational race 
on  to  harvest 
these  tiny 
crustaceans. 


The  Compleat  Aquaculturist 


Most  scientists  believe  the  maximum  amount  of  tradi- 
tional seafood  that  can  be  taken  each  year  from  the  world's 
oceans  (without  impairing  the  capacity  to  reproduce)  may 
be  as  little  as  100  million  metric  tons.  That  doesn't  leave  a 
great  deal  of  growing  room  for  an  industry  that  has  quadru- 
pled its  annual  output  to  70  million  metric  tons  in  the  past 
quarter  century.  In  fact,  many  nations  are  already  looking 
for  alternatives  to  traditional  fishing.  Some  research  is 
under  way  on  the  feasibility  of  harvesting  deep-water  spe- 
cies offish,  like  lantern  fish,  that  have  been  ignored  in  the 
past.  A  more  immediate  prospect  for  increasing  the  supply 
of  seafood  is  offered  by  Antarctic  krill,  a  small,  shrimp-like 
crustacean  that  has  been  a  major  food  supply  for  whales. 
The  Russians,  Japanese,  West  Germans  and  Poles,  driven 
from  some  of  their  habitual  fishing  grounds  by  the  imposi- 
tion of  new  territorial  limits,  have  sent  large  trawlers  to  the 
Antarctic  to  hunt  krill.  According  to  Dr.  Dayton  L.  Alver- 
son  of  the  National  Marine  Fisheries  Service,  they  have  had 
important  success.  The  major  problem  yet  to  be  solved  is 
how  to  process  the  shellfish  economically  into  food  (the 
Russians  produce  a  fish  paste  from  the  animal,  and  the  Poles 
are  developing  a  process  through  which  to  prepare  the  krill 
like  small  cocktail  shrimp). 

In  the  long  run,  aquaculture  may  provide  the  means  to 
get  more  nutrients  from  the  sea.  Properly  managed,  an  acre 
of  water  can  produce  at  least  ten  times  as  much  protein  per 
year  as  an  acre  of  pastureland.  The  Chinese  and  Japanese 
have  fish  farmed  for  centuries,  and  the  Communist  Chinese 
are  reported  to  have  systemized  the  raising  of  freshwater 
carp  to  the  extent  that  they  now  harvest  over  1  million 
metric  tons  per  year.  Japan  has  responded  to  the  new 
international  fishing  limits  by  speeding  up  what  was  already 
the  most  ambitious  aquaculture-development  program  in 
the  world.  The  Japanese  raise  shellfish,  shrimp  and  sea- 
weed on  a  commercial  basis,  and  have  been  pioneers  in  the 
field  of  "ocean-ranching"  salmon. 

In  the  U.S.,  a  subsidiary  of  the  Weyerhaeuser  Co.  is 
investing  $10  million  in  its  own  attempt  to  ocean-ranch 
salmon.  The  fish  will  be  raised  in  a  hatchery,  then  released 
into  the  open  ocean  from  two  coastal  facilities  and  harvested 
at  those  sites  when,  a  few  years  later,  their  homing  instinct 
brings  them  back  to  spawn.  Even  the  small  percentage  of 
fish  that  will  survive  to  return  can  make  the  venture  profit- 
able within  the  next  ten  years,  according  to  General  Man- 
ager William  J.  McNeil. 


Up  in  Bremerton,  Wash.,  Domsea  Farms,  Inc.,  a  wholly 
owned  subsidiary  of  Union  Carbide,  has  been  in  business 
seven  years  raising  salmon  in  pens.  "We  expect  to  break 
even  with  the  next  crop,"  says  Vice  President  Jon  Lind- 
bergh, son  of  the  aviator.  Domsea  Farms  is  also  one  of  a 
number  of  firms  in  the  West  and  Midwest  that  raise  fresh- 
water trout  commercially.  In  fact,  nearly  all  the  trout  and 
half  the  catfish  and  crawfish  sold  commercially  in  the  U.S. 
are  raised  on  fish  farms,  many  of  them  now  very  profitable. 

Dr.  William  S.  Gaither  and  his  associates  at  the  Universi- 
ty of  Delaware  are  developing  a  closed-system  aquaculture 
program  in  which  they  recycle  a  limited  supply  of  seawater 
cleansed  by  filters;  they  already  have  raised  clams  in  the 
laboratory,  indicating  a  commercial  cost  of  about  $22  to  $30 
a  bushel  (competitive  as  a  wholesale  price).  Ultimately, 
their  research  could  lead  to  the  raising  of  seafood  in  Nebras- 
ka. Researchers  at  the  University  of  Rhode  Island  are 
experimenting  with  the  raising  of  salmon  in  silos.  Kraft,  Inc. 
and  the  Franklin  Institute  Research  Laboratories  of  Phila- 
delphia have  begun  an  experimental  fish  farm  on  the  Sus- 
quehanna River  that  uses  warm-water  effluent  from  the 
Pennsylvania  Power  &  Light  Co.  to  enhance  the  growth 
period  of  the  fish  (a  system  that  is  already  successfully  used 
in  the  aquaculture  of  shellfish). 

There  have  been  suggestions  that  floating  fish  farms  could 
be  suspended  from  the  huge  oil  rigs  that  will  soon  be  built 
to  produce  crude  oil  from  offshore  wells  along  the  Atlantic 
Coast.  And  Dr.  Cameron  Gifford,  formerly  of  the  Woods 
Hole  Oceanographic  Institution  in  Massachusetts,  has  suc- 
cessfully experimented  with  using  treated  sewage  to  fertil- 
ize the  growth  of  plant  food  for  shellfish.  He  envisions  an 
aquaculture  system  that  takes  "two  by-products  that  have 
caused  extensive  problems  in  the  environment  [sewage  and 
warm-water  effluent  from  power  plants]  and  turns  them 
into  some  type  of  positive  use,  hopefully  to  produce  food.  " 

If  some  of  these  ideas  sound  a  bit  fanciful,  it  is  important 
to  remember  that,  in  terms  of  our  utilization  of  fish,  the 
world  is  in  the  Stone  Age.  The  development  of  agriculture 
changed  the  history  of  man;  with  it,  he  abandoned  the 
nomadic  life  of  a  hunter-gatherer,  settled  in  one  place  to 
cultivate  the  land,  and  built  towns,  cities  and  civilization.  In 
terms  of  the  business  of  fish,  we  are  still  back  in  that 
prehistoric  time.  Fish  is  the  only  major  food  resource  that 
man  still  obtains  by  hunting.  And  70%  of  the  earth,  of 
course,  is  covered  by  water.  — M.K. 
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on  our  traditional  fishing  grounds  and 
literally  take  the  fish  away  from  the  frag- 
mented, antiquated  U.S.  fishing  fleet. 
The  result  was  that  foreigners  were  able 
to  catch  what  had  been  considered  our 
fish  in  our  waters,  freeze  them  on  huge 
factory  ships  off  the  U.S.  coast  and  bring 
them  ashore  to  undersell  the  U.S.  fleet. 

What  protected  the  U.S.  fleet  from 
extinction — and  drove  up  the  price  of 


dure  those  working  conditions  at  typical 
fishermen's  wages.  After  a  couple  of  voy- 
ages, both  vessels  went  ignominiously 
into  mothballs. 

Today,  the  cost  of  U.S.  labor  remains 
the  single  biggest  limitation  on  the  abili- 
ty of  the  U.S.  fishing  fleet  to  crack  the 
frozen-fish  market.  One  of  the  most  im- 
portant innovations  in  the  technology  of 
processing  fish  was  the  development  of 


". .  .  Nobody  wants  to  be  responsible  for  the  destruction 
of  a  species  of  fish,  but  nobody  wants  to  be  responsible 
for  the  destruction  of  an  industry,  either  . . ." 


fresh  fish  for  the  consumer — was  a  law 
that  prohibited  the  landing  in  U.S.  ports 
of  fresh  fish  caught  on  any  but  U.S. -built 
and  U.S. -manned  vessels.  Therefore, 
while  U.S.  fishermen  catered  to  their 
guaranteed  fresh-fish  market,  the  foreign 
fleets  concentrated  on  the  developing 
mass  market  in  frozen  block  fish,  from 
which  the  increasingly  popular  fish 
sticks,  fish  portions  and  fast-food  fish 
sandwiches  are  made. 

U.S.  fishermen  have  retained,  at  con- 
siderable cost,  their  celebrated  indepen- 
dence. While  the  foreign  fleets  typically 
are  either  government  owned,  as  in  the 
case  of  the  Russians,  or  heavily  subsi- 
dized, the  U.S.  fishing  fleet  (in  contrast 
to  U.S.  agriculture)  has  been  indepen- 
dent of  government  and  very  indepen- 
dent of  each  other.  While  the  foreign 
fleets  represent  large  monolithic  indus- 
tries, the  U.S.  fishing  business  remains 
highly  fragmented.  Eighty  percent  of  the 
fishing  craft  in  this  country  is  individual- 
ly owned  and  operated;  84%  is  under 
five  tons  in  size,  minuscule  compared 
with  the  250-ton  behemoths  utilized  by 
most  foreigners.  U.S.  fish  processors  are 
mostly  small  operators,  too:  Nearly  half 
have  annual  sales  of  less  than  $100,000, 
and  only  17%  have  sales  of  over  $1  mil- 
lion a  year.  While  the  rest  of  the  world 
was  developing  sophisticated  indus- 
tries— fleets  of  large  trawlers  that  fish  for 
months  or  years,  unload  their  catches  to 
huge  "mother"  ships  that  process  the  fish 
on  the  open  sea  and  transfer  it  to  cargo 
vessels  that  carry  the  frozen  product  to 
market — U.S.  fishermen  and  processors, 
divided  and  not  cooperating,  kept  on 
doing  things  the  old  way.  The  result? 
The  folks  doing  things  the  new  way  were 
catching  the  fish. 

The  U.S.  made  one  concerted  effort  to 
exploit  the  developing  frozen-fish  mar- 
ket. In  1968  the  federal  government  sub- 
sidized half  the  $12-million  cost  of  the 
Seafreeze  Atlantic  and  the  Seafreeze  Pa- 
cific, two  3,000-ton  vessels  designed  to 
process  and  freeze  fish  aboard  ship.  But 
the  ships  had  to  be  fishing  for  months  at 
a  time  to  be  profitable,  and  it  was  literal- 
ly impossible  to  find  U.S.  crews  to  en- 

FORBES,  OCTOBER  15,  1977 


the  frozen-fish  block — a  huge  mass  of 
fish  meat  that  has  been  frozen  and  com- 
pacted together  and  which  can  be  neatly 
sawed  into  uniform  portions.  But  the 
labor  involved  is  so  much  cheaper  on 
foreign  factory  ships  and  in  processing 
plants  that  the  product  consistently  un- 
dersells the  U.S.  product.  Says  Edward 
J.  Piszek  of  Mrs.  Paul's  Kitchens,  one  of 
the  largest  producers  of  frozen  fish  in  the 
world:  "We  would  prefer  buying  from 
Americans.  .  .as  long  as  we  could  get  it 
at  world  market  price."  But  they  can't, 
and  consequently  Piszek  bought  about 
50  million  pounds  of  Alaskan  pollack 
from  foreign  sources  last  year. 

But  the  tremendous  success  the  for- 
eigners have  had  in  recent  years  finally 
caught  up  with  them.  Crucial  support  for 
the  200-mile-limit  legislation  developed 
because  the  foreign  fleets  were  too  effi- 
cient. Scientists  from  the  National  Ma- 
rine Fisheries  Service  and  other  organi- 
zations have  found  that  in  the  past 
several  years  most  important  species  of 
fish  taken  off  the  U.S.  coasts,  once 
thought  to  be  a  virtually  boundless 
source  of  fish,  have  been  seriously  de- 
pleted from  overfishing.  The  Atlantic 
Coast  catches,  which  a  few  years  ago 
ranged  up  to  1  million  metric  tons  a  year, 
had  been  reduced  to  half  that  even  be- 
fore the  200-mile  limit  went  into  effect. 

A  General  Accounting  Office  report  to 
the  Congress  (based  on  studies  of  the 
volume  of  fishing)  says  the  stock  of  bot- 
tomfish  off  the  Atlantic  Coast  was  cut  by 
nearly  50%  in  the  years  between  1963 
and  1972,  the  stock  of  bottomfish  in  the 
Gulf  of  Mexico  dropped  by  about  30% 
during  the  same  period,  and  West  Coast 
fish  stocks  were  also  seriously  depleted, 
with  U.S.  landings  of  salmon  down  about 
25%  in  1975.  Fish  stocks  elsewhere  in 
the  world  have  similarly  been  depleted 
to  near  disastrous  levels. 

The  worldwide  increase  in  fishing  and 
the  awareness  of  the  vulnerability  of  fish 
stocks  has  led  to  passage  of  fishing  limits 
all  over  the  globe.  The  U.S.  is  but  one  of 
some  50  nations  that  have  extended  their 
jurisdictions  beyond  the  traditional  12 
miles,  most  of  them  to  200  miles.  The 


U.S.  law,  simply  stated,  reserves  to  U.S. 
fishermen  the  right  to  catch  all  the  fish 
they  can  within  200  miles  of  our  coasts. 
Regional  Fishery  Management  Councils 
established  under  the  law  determine 
catch  limits  for  their  areas.  If  the  maxi- 
mum amount  of  fish  that  can  be  taken 
from  a  particular  stock  is  expected  to  be 
harvested  by  the  U.S.  fishing  fleet,  the 
foreigners  are,  in  effect,  kicked  out. 

In  the  case  of  species  of  fish  that  are 
not  harvested  by  Americans  (because 
there  is  little  market  for  many  species, 
like  squid  and  hake,  among  the  finicky 
U.S.  populace),  foreigners  can  harvest 
up  to  the  quota  set  by  the  regional 
council.  The  law  is  backed  up  by  an 
elaborate  system  of  fines  and  is  en- 
forced by  the  U.S.  Coast  Guard  and 
the  National  Marine  Fisheries  Service. 
After  a  few  skirmishes  with  big  Russian 
trawlers  last  spring,  the  law  has  been 
almost  uniformly  honored  by  the  for- 
eigners. In  fact,  more  has  been  done  to 
circumvent  the  law  off  the  water  than 
on  it.  A  number  of  foreign  countries 
have  been  negotiating  to  buy  into  U.S. 
fishing  ventures,  presumably  as  a  way 
to  circumvent  the  restrictions.  Legisla- 
tion is  now  under  consideration  in  Con- 
gress to  tighten  these  and  other  loop- 
holes in  the  200-mile  law. 

Many  of  the  people  pouring  money 


Unlawyered:  Ex-SEC  attorney  Fred 
Leber  has  put  his  money,  and  his 
hopes,  in  the  83-foot  Hattie  Rose. 


The  Chianciolas 
Of  Gloucester 


Joseph  Chianciola  knocked  around  a  hit  after  he  arrived, 
a  greenhorn  from  Italy,  in  Boston  in  1918.  He  laid  track  for 
a  railroad,  worked  as  a  helper  at  a  boiler  factory,  raised 
telephone  poles  for  the  phone  company.  Then,  recalls  his 
son,  Ben,  "He  heard  they  were  making  a  few  dollars 
catching  fish,  so  he  came  to  Gloucester  and  fished  with  the 
other  boats.  He  found  a  home  there,  and  within  a  few 
years  he  had  saved  enough  money  to  buy  a  boat.  He  named 
it  Serafina,  after  his  mother. 

By  1927  Chianciola  saved  enough  to  buy  a  larger  boat, 
the  Serafina  II,  a  70-foot  sailing  schooner  from  which  he 
trawled  for  fish  on  Georges  Bank  off  northern  New  En- 
gland, then  beat  his  way  back  to  Boston  or  Gloucester 
under  sail  to  sell  his  catch.  Young  Ben  went  with  his  father 
on  fishing  trips  then,  and  when  the  crew  split  up  their 
share,  Ben  took  the  small  change. 

Joseph  Chianciola  died  a  few  years  ago,  and  now  Ben 
Chianciola,  54,  is  the  captain  of  the  Serafina  II  (He  owns 
two-thirds  of  the  boat:  His  cousin,  also  named  Ben,  works  as 
a  crew  member  and  owns  the  other  third.)  The  aging 
Serafina  is  typical  of  many  of  the  boats  now  operated  by  the 
fishing  families  of  New  England's  ports.  Her  wooden  hull  is 
worn  and  cracked.  The  only  sail  she  carries  now  is  the  small 
stabilizer  that  adorns  the  masts  of  most  of  the  old  fishing 
vessels,  and  she  is  powered  by  a  noisy  but  steady  diesel 
engine.  Nonetheless,  the  Serafina  II  (she  cost  $18,000  in 
1927,  but  would  cost  $200,000  to  replace  today)  is  providing 
spending  money  for  a  third  generation  of  Chianciolas.  Ben's 
19-year-old  son  Jerry  worked  last  summer  as  a  crew  mem- 
ber on  his  father's  boat,  and  he  was  reluctant  to  return  this 
fall  to  his  studies  as  an  accounting  major  at  Fairfield  Univer- 
sity in  Connecticut.  "Sitting  at  your  desk  all  day  working 
with  your  mind,  that's  not  exciting,"  complains  Jerry.  "All 
he  knows  is  the  summertime,'  mocks  his  uncle  Ben.  "He 
doesn't  know  what  it's  like  when  it's  so  cold  you  can  t  put 
your  face  into  the  wind. 

During  the  past  dozen  years,  when  larger  and  larger 
foreign  fishing  fleets  roamed  the  waters  off  the  eastern 
U.S.,  times  got  tough  for  families  like  the  Chianciolas.  Ben 
steered  his  oldest  son,  Joe,  away  from  commercial  fishing. 


Gloucesterman:  Ben  Chianciola  is  the  second  gen- 
eration of  his  family  to  earn  his  living  by  the 
sea,  and  he  says  it's  getting  better. 


"I  didn't  want  him  to  go,  because  fishing  is  something  that 
grows  on  you,  says  Ben.  "I  didn  t  want  him  involved  at  that 
time  because  the  Bussians  were  coming  in  and  things  were 
looking  pretty  dark.''  Joe  now  works  as  a  plant  manager  in 
Springfield,  Mass.  But  Ben  is  more  tolerant  of  Jerry's 
interest  in  fishing,  letting  him  come  to  work  aboard  the 
Serafina  at  an  age  at  which  he  had  discouraged  Joe.  "There's 
a  future  in  fishing,  no  question,"  says  Ben  begrudgingly. 
"The  money's  there  if  you  work  hard  enough.  " 

And  Ben  Chianciola  has  his  eye  on  that  future.  Like  other 
New  Englanders  who  still  go  down  to  the  sea,  he  is  worried 
about  how  severe  enforcement  of  catch  quotas  under  the 
200-mile  legislation  will  be.  But  he  is  also  negotiating  with  a 
local  fish  processor  to  buy  shares  in  a  new  boat  to  replace 
the  faithful  Serafina  II.  Aboard  the  Serafina  on  the  North 
Atlantic  recently,  Chianciola  paused  as  a  wave  of  silver 
hake,  cod,  squid  and  flounder  spilled  from  the  boat's  nets 
onto  her  deck,  and  said  with  a  cautious  smile:  "I  have 
something  on  the  fire  now,  but  it's  tentative.  It  depends  on 
these  regulations  and  how  things  go.  ..."  — M.K. 


into  the  fishing  business  think  that  with- 
out the  foreigners,  catching  the  fish  will 
be  as  easy  as  shooting  them  in  a  barrel. 
They  had  better  think  twice.  Without 
strict  quotas,  say  National  Marine  Fish- 
eries Service  scientists  like  Vaughan  An- 
thony, the  fish  stocks  will  not  rejuve- 
nate. But  with  strict  quotas,  which  may 
have  to  be  maintained  over  the  next  five 
to  seven  years,  a  lot  of  new  investment 
could  fail  because  of  the  limited  catch 
available.  That  damned-if-you-do-and- 
damned-if-you-don't  dilemma  has  a  lot  of 
people  worried  that  the  investment  go- 
ing into  fish  right  now  could  be  prema- 
ture. According  to  Dr.  Dayton  L.  Alver- 
son,  director  of  the  Seattle  research 
facility  of  the  National  Marine  Fisheries 
Service:  "When  you  attract  more  capital 
and  the  resource  is  limited,  the  pressure 
is  there  to  push  the  quotas  up.  If  the 
[regional  fisheryl  councils  don  t  guard 
those  quotas,  we'll  go  into  a  process  of 


overfishing,  and  the  overcapitalization 
will  become  even  more  of  a  problem.  " 

"When  the  boats  grow  in  number  and 
the  processors  expand,"  says  Edward  J. 
MacLeod,  general  manager  of  Lipman 
Marine  Products  Corp.  and  chairman  of 
the  New  England  Regional  Fishery 
Management  Council,  "what  am  I  going 
to  do  when  somebody  comes  and  says 
we've  got  to  have  a  closure  [a  halt  to 
fishing  a  particular  species  because  a 
quota  has  been  surpassed]?  I  just  hope 
we  don't  have  premature  investment 
looking  for  quick  results.  Nobody  wants 
to  be  responsible  for  the  destruction  of  a 
species  of  fish,  but  nobody  wants  to  be 
responsible  for  the  destruction  of  an  in- 
dustry, either. 

All  of  which  translates  into  potential 
problems  for  the  people  who  are  invest- 
ing in  fish.  Take  lawyer  Fred  Leber,  late 
of  the  SEC,  who  with  his  $250,000  from 
the    Cape    Ann    Bank    in  Gloucester, 


bought  the  new  Hattie  Rose.  Leber  is 
hopeful  about  the  future  of  fishing,  but 
he's  already  worried  about  how  he  will 
meet  the  $4,000-a-month  payments  to 
cover  his  loan  and  insurance  (another  big 
expense).  The  day  after  he  bought  the 
Hattie  Rose,  Leber  joined  several  dozen 
fishermen  in  Gloucester  attending  a 
meeting  at  the  St.  Peter  Club  to  hear 
federal  officials  and  their  local  congress- 
man explain  a  tough  new  quota  on  cod- 
fish. And  while  Leber  took  it  all  in, 
fisherman  after  fisherman  got  up  to  com- 
plain that  the  federal  government,  which 
had  never  helped  them,  was  about  to 
destroy  them.  "Thursday  I'm  going 
down  to  pick  up  a  new  boat  that  costs 
half  a  million  dollars.  Where  am  I  going 
to  get  the  money  to  pay  for  it?"  com- 
plained one.  "There's  gentlemen  here 
that  have  built  million-dollar  boats,"  said 
another.  "We're  afraid  we're  all  going  to 
have  to  break  the  law  to  survive.  ■ 
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How  the  Cox  hot  line 
gets  airplanes  off  the  ground. 


Using  the  telephone,  Cox  reduces 
•ns  on  its  high-flying  models. 

'Cox  action  hot  line.  May  I  help 

These  eight  words,  spoken  on  the 
le,  alleviated  a  major  problem  of 
ns  for  Cox  Hobbies  Inc. 


P  h  o- 


A  subsidiary  of  Leisure  Dynamics, 
Inc.,  Cox  is  the  world  leader  in  miniature 
engine-powered  planes  and  cars.  Cox 
knows  that  when  kids  don't  read  instruc- 
tions carefully  enough,  they  run  into 
problems.  Moreover  today,  with  the 
growth  of  self-service  stores,  there's  no 


one  around  to  answer  a  kid's  questions. 

Cox  used  to  get  returns  from  the 
chain  stores,  with  no  explanation,  and 
most  of  the  planes  would  promptly  fly. 
Cox  executives  recognized  the  nature  of 
the  problem— and  saw  that  returns  could 
be  reduced  by  providing  instant  solutions 
to  questions  over  the  phone.  This 
entailed  using  an  800  number. 

Bell  Account  Representative  Bob 
Cunningham  discussed  all  aspects  of  a 
Long  Distance  phone  program  with 
Cox— answering  questions  about  costs, 
flexibility  of  lines,  what  to  do  about 
weekend  calls,  and  so  forth. 

Once  the  program  was  accepted. 
Bob  trained  Cox  technical  experts  in 
sophisticated  techniques  for  handling 
inquiries.  The  training  included  role 
playing  and  tape  playbacks.  Meanwhile, 
Cox  proceeded  to  advertise  and  promote 
their  new  800  number  as  the  "Cox  action 
hot  line." 

After  the  first  year  of  the  program, 
Cox  is  tremendously  happy  about  the 
reduced  returns.  One  customer  wrote  on 
his  warranty  card:  "I  think  the  new  hot 
line  is  the  greatest  thing  Cox  invented." 

Your  company  can  get  the  same 
help  Cox  received— no  matter  what  your 
company  size.  Bell's  Account  Represen- 
tatives can  train  your  people  to  use  the 
phone  profitably— not  only  to  answer 
inquiries,  but  also  to  help  you  solve  a 
whole  variety  of  business  problems. 

Just  call  our  toll-free  number  now— 
while  you're  still  thinking  about  it.  Or 
send  in  the  coupon.  There's  no 
obligation. 

The  system  is  the  solution. 

800-821-2121 

foil-free  except  in  Alaska  or  Hawaii  (800- 
892-2121  in  Missouri  )Or  mail  Ihis  coupon 

I  1 

Bell  System  Sales  Center 
811  Main  Street 
Kansas  City,  Missouri  64141 

Yes.  I'm  interested  in  more  information 
about  Handling  Inquiries. 

Name  

Title  

Company  

Street  

City  

State   ZipCode„ 

Area  Code  Business  Phone  No. 


(2)  Bell  System 


Beggar  Thy  Neighbor 

That  wasn't  the  intent,  but  it  is  the  effect 

of  one  provision  of  the  Tax  Reform  Act  of  1 976. 


Erica  Jong  fans  will  recall  that  in  her 
hilarious  Fear  of  Flying  the  annual  psy- 
chiatric association  convention  overseas 
was  a  great  place  for  bizarre  seductions 
and  other  exotic  behavior.  While  Jongian 
shenanigans  may  be  exaggerated,  the 
American  Psychiatric  Association's  real- 
life  annual  meeting  is  an  elaborate  event, 
attended  by  over  10,000  shrinks  and 
their  consorts,  lasting  for  five  full  days 
and  filling  5,000  hotel  rooms  and  up  to 
70  meeting  rooms.  "That's  why  we  must 
plan  five  years  in  advance,''  says  Kath- 
leen Bryan,  meetings  director,  "and  we 
don't  change  our  plans  lightly." 

This  long  lead  time  explains  why  the 
APA's  meeting,  a  joint  one  with  the 
Canadian  association,  was  held  in  Toron- 
to in  May.  It  was  one  of  few  such  conven- 
tions scheduled  to  be  held  in  a  foreign 
country  that  have  not  been  switched  to 
U.S.  locations  since  the  Tax  Reform  Act 
of  1976  was  passed. 


Victim:  Caribbean  hotels  like  this  one 
are  suffering  from  the  restrictions 
on  U.S.  conventioneering  abroad. 


That  Act  limits  the  deductions  a  tax- 
payer (or  his  employer)  can  take  for  at- 
tending conventions  held  on  foreign  soil. 
The  purpose  of  the  Act  was  to  limit  tax- 
deductible  junketeering  overseas — and, 
perhaps  incidentally,  to  help  the  domes- 
tic resort  and  hotel  industry.  Impetus 
behind  the  "reform"  was  flamboyant 
publicity  over  a  convention  of  the  Ameri- 
can Bar  Association  in  London  which 
many  members  reached  by  cruise  ship. 

The  law  doesn't  ban  deductions  for 
conventions  held  abroad.  It  merely  cir- 
cumscribes them  in  red  tape.  For  exam- 
ple: Whereas  an  individual  can  attend  as 
many  domestic  conventions  as  he  likes, 
and  deduct  them,  he  can  deduct  only 
two  foreign  conventions  per  year.  Trans- 
portation abroad  can  be  deducted  for 
coach  fare  only;  other  expenses  are  de- 
ductible only  up  to  official  government 
per-diem  rates. 

The  law  requires  the  attendee  to  keep 
records  as  to  the  number  of  days  and 
hours  he  spends  attending  meetings;  the 
conference  sponsor  to  certify  these  rec- 
ords and  keep  similar  records  on  file. 

To  comply  with  these  requirements, 
the  American  Psychiatric  Association 
had  a  booklet  printed  for  each  attendee 
to  keep  his  attendance  record.  Since  the 
APA  didn  t  have  personnel  to  keep  track 
of  conferees,  the  spouses  of  Toronto  ho- 
tel executives  volunteered  to  certify  the 
records.  The  booklets  are  stored  in  the 
APA's  Washington  headquarters.  If  Con- 
gress doesn't  change  the  law,  they  will 
be  unpacked  and  key  punched,  and  W-2 
type  forms  mailed  to  attendees. 

The  net  result  of  the  law  is  a  sharp 
decline  in  overseas  conventioneering  by 
U.S.  groups.  Bryan  says  that  her  organi- 
zation is  not  planning  any  more  major 
conventions  outside  the  U.S.  Next  year's 
will  be  held  in  Atlanta. 

But  by  that  mysterious  process  of  in- 
terdependence, whereby  an  American 
tourist  buying  souvenirs  in  Taxco  creates 
a  job  in  Peoria,  the  antiforeign  conven- 
tion effort  backfired.  As  soon  as  the  bill 
became  law  the  cancelations  began. 

In  most  cases,  the  countries  suffering 
are  the  very  ones  that  buy  more  from  the 
U.S.  than  they  sell.  Conventions  were  a 
major  way  for  these  countries  to  earn 
dollars,  which  ultimately  find  their  way 
back  here  in  orders  for  machinery,  food, 


aircraft  and  computers. 

Through  the  first  six  months  of  the 
year  110  conventions  were  canceled  in 
Canada.  The  direct  loss  to  hotels  was  $30 
million,  but  the  ripple  effect  was  much 
greater.  And  Canada  already  had  a  tour- 
ism deficit  of  $610  million  vis-a-vis  the 
U.S.,  much  of  it  because  Canadian  mem- 
bers of  U.S.  associations  regularly  attend 
conventions  in  this  country.  In  the  first 
half  of  this  year  that  deficit  climbed  to 
$781  million.  One  thousand  hotel  indus- 
try workers  have  been  laid  off  in  Mon- 
treal; hotels — many  U.S.  owned — are  all 
losing  money,  and  work  has  stopped  on 
one  hotel  under  construction. 

In  Bermuda,  90%  of  the  island's  work- 
ers are  employed  directly  or  indirectly  in 
tourism.  In  a  normal  year  30%  of  the 
500,000  visitors  come  with  U.S.  conven- 
tions. Their  average  expenditure  is  $300 
over  room  rent.  Thus  Bermuda  expects 
to  take  in  about  $45  million  less  than  if 
conventions  were  still  being  booked. 
Since  the  island's  entire  budget  is  only 
$78  million,  that  could  be  devastating. 

Mexico  and  the  Bahamas  are  suffering, 
too.  Thirty-one  conventions  were  can- 
celed in  Mexico  before  the  law  even 
went  into  effect.  The  Bahamas.  70%  de- 
pendent on  tourism,  also  experienced 
cancelations,  but  what's  worse,  accord- 
ing to  Ronald  Muzii  of  the  Nassau  Pro- 
motion Board,  is  that  they  can't  get  any 
new  business.  If  Congress  is  going  to 
limit  deductions  on  trips  to  foreign  coun- 
tries, he  says,  it  should  also  limit  them 
when  trips  to  U.S.  sites  are  involved. 

The  Senate  Finance  Committee  had 
anticipated  the  possibility  of  some  nega- 
tive impact  on  tourism  in  neighboring 
countries  and  passed  a  so-called  North 
American  and  Caribbean  exemption. 
The  House,  however,  didn't  agree  to  it. 

The  House  Way  s  &  Means  Committee 
has  agreed  to  take  another  look  at  the 
situation.  Proposals  range  from  repeal  of 
most  restrictions  to  disallowing  deduc- 
tions for  any  foreign  convention  unless 
there  is  good  reason  to  hold  it  abroad. 
But  Congress  is  now  on  a  very  tight 
schedule  and  won't  act  on  the  problem 
prior  to  adjournment. 

Just  one  more  proof  that  the  world 
is  much  more  complex  and  interconnect- 
ed than  simple-minded  "reformers" 
realize.  ■ 
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There  are  signs  that  tell  you  where  to  go 

and  how  to  go 


This  sign  tells  you  that  youVe  arrived. 


Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the 


CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO., 


Were  Union  Camp: 
look  at  us  this  way... 


•••a  company  that  produces  nearly  half  its  own  eneru>; 

We're  doing  it  by  making  use  of  wood  by-products  that  might  otherwise  be  wasted.  Making 
paper  takes  a  lot  of  energy.  Still,  we  are  minimizing  use  of  fossil  fuel  by  burning  bark  and  the 
wood  residue  in  spent  process  chemicals  to  produce  steam  and  electricity.  And  unlike  fossil 
fuels  — wood  is  a  renewable  resource. 

Union  Camp  has  long  used  by-products  to  produce  energy.  Since  the  early  seventies  we 
put  an  even  higher  priority  on  conservation.  We  aimed  our  capital  expenditures  and  mill 
maintenance  directly  at  increased  energy  efficiency  and  even  greater  utilization  of  by-product 
fuel.  As  a  result,  since  1972,  we've  reduced  consumption  of  purchased  fossil  fuel  24%  per  ton  of 
paper  produced. 

By  early  1978  a  major  program  at  our  Franklin,  Virginia,  bleached  mill  will  help  produce 
72,000  additional  tons  of  paper  while  reducing  fuel  consumption  by  at  least  250,000  barrels  of 
oil  annually. 

Increasing  energy  self  sufficiency  is  just  one  reason  why  Union  Camp's  future  looks 
brighter  and  brighter.  If  you're 
interested  in  looking  at  other 

reasons,  write  for  our  latest       1 1  fTTTTTTH  FT7iTT1  (Jawing  in  IllOrC  WHyS  tllilll  OllC. 

iiS  Union  Camp  Corporation.  1600  Valley  Road.  Wayne.  New  Jersey  07470 


Annual  Report. 


Union  Camp 
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Report  from  Number  One  Wall  Street 


Practical  economics. 

George  McKinney,  head  of  the 
Irving's  Economic  Research  ck  Plan- 
ning Division,  is  one  of  the  most 
highly  regarded  economists  in  the 
banking  industry.  His  candid  and 


McKinncy  and  his  people  travel 
extensively  Jthroughout  the  U.S.  and 
abroad  holding  seminars,  participating 
in  conferences,  and  briefing  Irving 
clients.  The  division  also  publishes 
many  economic  studies  and  analyses 


George  W.  McKinney,  Jr.,  SeniorVice  Presiden 
Vice  President,  Economic  Research  and  Plunn 

thought-provoking  insights  are  often 
quoted  in  the  nation's  business  press. 

let,  ask  McKinney  what  school 
of  economic  thought  he  uses  to  inter- 
pret trends  or  forecast  changes  and 
he'll  tell  you, "All  of  them." 

A  true  eclectic,  McKinney  sets 
the  tenor  for  the  30  staff  members- 
professional  economists,  statisticians, 
chartists,  librarians— who  make  up  the 
Irving's  economics  division. 

"Our  main  task,"  says  McKinney, 
"is  to  provide  the  economic  input 
that's  vital  to  the  decision  making 
process.  So  we  look  at  the  relevant 
data  from  many  different  viewpoints. 
Then,  we  form  our  own  opinions 
about  the  forces  that  affect  the  Irving 
and  our  clients.  And  when  we  see 
things  differently  than  the  majority, 
we  elon't  hesitate  to  make  our  views 
known." 


t,  and  Glenn  C.  Picon, 
ing  Division. 

such  as  Foreign  Exchange  Market 
Trends,  Business  Conditions  USA  and 
The  Economic  View  From  One  Will 
Street. 

The  weekly  Financial  Markets 
letter  is  in  Glenn  Picon's  area  of  spe- 
cialization. One  of  the  Irving's  eight 
economists,  Picou  watches  the  capital 
and  money  markets  and  analyzes  the 
forces  that  make  them  move. 

"When  we  give  opinions  on  the 
outlook  tor  interest  rates,  we  review 
all  the  factors,"  he  says.  "We  watch  the 
Fed,  but  we  also  look  at  commercial 
banks,  the  government,  consumers, 
and  business.  And  we  stay  in  touch 
with  our  bond  and  money  market 
specialists  to  compare  views  on  the 
current  tone  of  the  markets." 

Practical  economic  research  is 
another  resource  for  clients  to  call 
upon.  Another  service  that  plays  a 
key  part  in  making  the  Irving  unique. 


First  with  the  BEST. 

When  the  Irving  recently  estab- 
lished REST,  the  first  computer-to- 
computer  link  with  the  Federal 
Reserve  System  in  New  York,  more 
than  history  was  made. 

"REST,  short  tor  Rook  Entry 
Securities  Transfer,  took  three  years  to 
create.  And  then,  with  the  speed  of 
light,  put  the  Irving  in  the  forefront 
ot  electronic  funds  transfer  capability," 
says  Bryan  Walsh  of  the  Irvin»'s  Oper- 
ational Services  Division. 

For  customers,  BEST  means 
more  rapid  Fed  Wire  transactions. 
Precise  account  monitoring.  Less 
paperwork.  Fully  automated  crediting 


Bryan  J.  Walsh,  V ice  President, 
Oj>erational  Services  Division. 

and  debiting.  In  addition,  the  Irving 
electronically  effects  and  settles 
customers'  U.S.  Government  and 
Agency  securities  transactions. 

The  Irving  has  long  been  among 
the  leaders  in  funds  movement  tech- 
nology. For  example,  the  Irving 
helped  establish  a  new  system  for 
transferring  funds  worldwide.  This 
system,  known  as  SWIFT  (Society  for 
Worldwide  Interbank  Financial  Tele- 
communications), is  functioning  in 
Europe  and  will  become  operational 
in  the  U.S.  this  year. 

Says  Walsh:  "As  a  major  money* 
center  bank,  we  look  for  opportuni- 
ties to  provide  a  better  service  for  our 
customers.  And  providing  better  ser- 
vice is  what  the  Irvine  is  all  about." 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK  <© 
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1400  By  1979 


John  Winthrop  Wright  isn't  infected 
with  the  malaise  that  grips  so  many  stock 
market  analysts  these  days.  In  fact,  he's 
quite  bullish  on  the  market.  How  bull- 
ish? Just  listen  to  him:  "Next  year  the 
Dow  will  approach  1200,  and  in  1979  it 
will  continue  to  go  up,  maybe  to  a  top 
value  of  1400." 

Why  is  Wright  so  bullish?  And  what 
are  his  credentials  that  one  should  credit 
his  views? 

In  1960  Wright,  then  48,  was  closing 
the  books  on  a  successful  career  in  manu- 
facturing. He  had  sold  the  Wright  Power 
Saw  &  Tool  Corp.,  which  he  built  up 
following  World  War  II  after  inventing 
one  of  its  principal  products  (an  im- 
proved power  saw),  and  he  began  to 
invest  his  savings.  "I  soon  found,"  chuck- 
les Wright,  a  large,  rumpled  and  ener- 
getic man,  "that  if  I  left  my  investments 
to  Wall  Street,  I  would  lose  what  I  had 
worked  so  hard  to  accumulate." 

So  Wright  decided  to  invest  his  money 
himself,  applying  some  of  the  same  prin- 
ciples he  had  used  in  manufacturing.  "A 
businessman  figures  out  the  specifica- 
tions of  what  he  wants,"  Wright  says, 
"and  he  looks  at  what  he's  going  to  buy. 
He  finds  out  where  he  can  get 
the  best  buy,  and  which  is  the 
most  reliable,  which  is  the  best 
quality,  and  so  on.  That's  what 
I  did  with  securities." 

Wright  massaged  this  idea 
into  an  investment  strategy  of 
picking  stocks  that,  compared 
with  others,  looked  like  the 
best  buys  based  on  three  crite- 
ria: quality,  value  and  timing 
(QVT  for  short).  He  hired  a 
small  staff  to  rate  public  compa- 
nies on  these  three  criteria, 
and  found  that  he  could  defray 
his  research  overhead  by  sell- 
ing his  "comparative  analyses" 
to  brokerage  firms. 

By  1961  Wright  had  regis- 
tered with  the  Securities  &  Ex- 
change Commission  as  an  in- 
vestment adviser  and  was  on 
his  way  to  a  new  career.  In 
1965  he  began  actively  manag- 
ing money  for  clients.  Today, 
his  Wright  Investors'  Service, 
with  over  100  employees,  man- 
ages about  $650  million,  most 
of  it  employee-benefit  plans, 
and  also  advises  bank  trust  de- 
partments and  brokerage  firms. 

The  most  important  element 


among  Wright's  QVT  criteria  is  quality. 
In  his  search  for  Q,  Wright  insists  that  a 
company  meet  32  minimum  standards 
grouped  under  four  headings:  invest- 
ment acceptance,  financial  strength, 
profitability  and  growth.  At  present,  243 
companies  meet  the  Q  criteria,  which 
puts  them  on  the  Approved  Wright  In- 
vestment List.  Among  them  are  popular 
stocks  like  International  Business  Ma- 
chines and  General  Electric,  but  also 
such  lesser  lights  as  Avery  International, 
Echlin  Manufacturing  and  Sybron  Corp. 

Investment  acceptance,  the  first  of  the 
four  subareas  of  quality,  requires  that  a 
company's  stock  have  a  substantial  mar- 
ket value  and  institutional  sponsorship. 
"No  matter  how  good  a  company  is,  you 
have  to  have  a  market  for  its  shares  if 
you're  going  to  put  a  lot  of  money  into 
it,"  says  Wright.  "It  doesn't  make  it  a 
better  company,  but  it's  a  requirement 
for  investment  consideration" — a  re- 
quirement, that  is,  for  someone  like 
Wright,  who  invests  huge  sums. 

Financial  strength,  the  second  sub- 
area,  requires  low  debt-to-equity  ratios 
and  high  current  assets-to-liabi!ities  ra- 
tios. The  third  quality  factor,  profitabil- 


John  Wright:  An  ex-manufacturer  runs 
a  factory-like  investment  service. 


ity,  measures  the  corporation's  rate  and 
consistency  of  return  on  stockholders' 
equity.  The  fourth,  growth,  takes  into 
consideration  growth  of  earnings,  divi- 
dends and  equity  per  share. 

After  jumping  through  all  of  Wright's 
hoops,  the  average  Approved  Wright  In- 
vestment List  company  attains  some 
pretty  high  standards:  On  average, 
shares  of  a  company  on  the  list  have  a 
total  market  value  of  about  $1.7  billion 
and  are  held  by  over  170  institutional 
investors.  The  average  company  has  a 
debt-to-equity  ratio  of  about  25%  and 
about  $2.50  in  current  assets  for  every  $1 
in  current  liabilities.  Its  ten-year  average 
return  on  shareholders'  equity  comes  to 
a  tidy  17%,  and  its  growth  rate  in  earn- 
ings, dividends  and  equity  averages  out 
to  around  11%,  nearly  twice  that  of  the 
Dow  Jones  industrials. 

Obviously,  Wright  stresses  fundamen- 
tals. "Everything  we  do,  you  can  find  in 
Graham  and  Dodd's  Security  Analysis," 
he  says,  "but  I've  never  read  it." 

Once  a  company  has  made  the  Ap- 
proved list,  Wright's  staff  examines  it  for 
the  second  QVT  item:  value.  The  stock's 
current  price  relative  to  earnings  per 
share,  dividends  and  book  val- 
ue is  compared  with  the  his- 
torical levels  it  has  achieved. 
Next,  the  stock  is  compared 
with  stocks  of  other  companies 
that  have  similar  quality  rat- 
ings: How  does  the  price/earn- 
ings ratio  stack  up  by  compari- 
son? The  dividend  yield?  The 
stock  price   relative   to  book 
value? 

Consider  Royal  Crown  Cola, 
one  of  Wright's  current  favor- 
ites. It  sells  at  8.8  times  earn- 
ings, although  its  ten-year  av- 
erage P/E  range  is  11  to  23.  It 
now  yields  5%;  for  the  past  ten 
years,  its  average  yield  was  a 
mere  2.7%.  Norton  Simon,  an- 
other favorite,  sells  at  nine 
times  earnings,  near  the  bot- 
tom of  its  five-year  average  P/E 
range  of  eight  to  16.  Its  yield, 
3.8%,  is  well  above  its  five-year 
average  of  1.5%. 

Only  if  a  quality  stock  looks 
cheap  relative  to  its  past  perfb 
mance  and  relative  to  other 
companies  does  the  T  factor, 
timing,  arise.  If  the  outlook  for 
the  overall  market  appears 
good — a  matter  that  Wright  de- 
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termines  chiefly  by  watching  interest 
rates  and  the  international  economic  sit- 
uation— Wright's  staff  then  tries  to  de- 
termine the  right  time  to  buy  a  particular 
stock.  If  the  company  is  expected  to  have 
an  earnings  decline,  or  if  its  stock  has 
been  under  heavy  selling  pressure, 
Wright  usually  postpones  purchase  until 
the  outlook  improves.  By  avoiding  stocks 
that  are  not  in  favor,  Wright  admits,  "we 
miss  the  turnaround  situations.  On  the 
other  hand,  we  also  miss  the  ones  that 
don  t  turn  around.  For  instance,  Wright 
recently  started  buying  Caterpillar  Trac- 
tor at  51 — apparently  a  good  move,  since 
Cat  has  risen  to  53  lA.  But  he  bought  it 
only  after  the  stock  had  clearly  started 
back  from  its  low  of  48%. 

The  QVT  system  has  been  rewarding 
enough,  Wright  says,  so  that  he  feels  no 
compulsion  to  hunt  for  obscure  or  other- 


wise neglected  stocks.  Since  1965,  when 
he  entered  the  investment  manage  nent 
business,  Wright's  average  managed  ac- 
count has  risen  in  value  by  96%,  vs.  69% 
for  the  Standard  &  Poor's  index  of  500 
stocks  and  57%  for  the  Dow  Jones  indus- 
trial average.  In  1975  Wright  beat  both 
the  S&P  and  the  DJI  by  large  margins. 
Last  year  he  tied  them.  This  year,  a  bad 
one  for  the  stock  market,  his  managed 
accounts  were  down  5.8%  through  Sept. 
23,  which  was  notably  better  than  the 
S&P's  decline  of  8.6%' and  the  DJI's  fall 
of  13.4%. 

To  his  amusement — and  chagrin — 
Wright's  managed  accounts  have  done 
only  slightly  better  over  the  years  than 
his  Approved  list  of  quality  stocks  un- 
managed  for  either  value  or  timing.  The 
Approved  list  has  beaten  the  stock  mar- 
ket averages  nearly  every  year  that  he 
has  compiled  the  list  and  computed  its 
results.  Since  the  list  is  arrived  at  more 
or  less  automatically,  using  the  stiff  qual- 
ity criteria,  Wright  has  begun  marketing 
the  list  to  institutions  as  an  index  fund. 
"If  it  outperforms  the  S&P  index,  which 
has  all  kinds  of  things  thrown  in,"  he  asks 
with  a  grin,  "why  should  someone  buv 
the  S&P?" 

But  the  QVT  system  doesn't  work  all 
the  time.  Neither  Wright's  Approved  list 
nor  his  managed  accounts  outperformed 
the  competition  during  the  two-tier  mar- 
ket of  1970-73,  when  institutions  drove 
up  the  prices  of  one-decision  growth 
stocks  to  giddy  heights.  Although  most  of 
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the  30  most  heavily  traded  growth  issues 
were  in  companies  good  enough  to  meet 
Wright's  quality  criteria,  they  failed  .the 
value  test  because  of  their  high 
multiples. 

In  1972,  for  example,  Wright  turned 
up  his  nose  at  Avon  (then  sporting  a  P/E 
high  of  65  and  yielding  a  mere  1.2%)  and 
Emerson  Electric  (1972  P/E  high:  35)— 
good  companies  both,  but  no  bargains  at 
those  multiples.  By  missing  out  on  the 
bull  market  in  those  stocks,  Wright 
avoided  their  crash  in  1974  as  well.  In 
fact,  Wright  now  considers  both  Avon 
and  Emerson  Electric  oversold.  In  Au- 
gust 1975  he  started  buying  Avon  at  37 
(16  times  earnings)  and  was  still  buying  it 
recently  at  46.  He  started  buying  Emer- 
son Electric  at  24  Vi  (14  times  earnings)  in 
August  1974  and  was  still  interested  re- 
cently at  34. 


Wright  deliberately  set  out  to  make 
his  investment  selection  process  as  auto- 
matic as  possible — an  application  of  his 
manufacturing  experience.  "I  often  think 
of  Wall  Street  as  a  row  of  cobbler  shops, 
as  distinguished  from  a  modern  shoe 
plant,  he  says.  "I  try  to  make  this  orga- 
nization very  much  like  a  good  factory. 

Wright  s  factory  is  a  modern  three- 
story  building  in  downtown  Bridgeport, 
Conn.,  and  his  operation  is  indeed  some- 
thing like  an  assembly  line.  In  the  base- 
ment are  files  on  hundreds  of  publicly 
held  companies  and  an  IBM  computer 
processing  masses  of  data  and  routing 
them  to  Wright's  team  of  analysts.  After 
communicating  with  the  companies  in- 
volved, the  analyst  may  conclude  that 
the  computer  s  evaluation  of  a  particular 
stock  s  QVT  characteristics  is  basically 
accurate,  or  he  may  decide  that  for  some 
reason  beyond  the  computer  s  ken,  the 
evaluation  is  misleading.  Either  way,  he 
must  justify  his  position  to  Wright  s  six- 
member  investment  committee,  which 
can  accept  or  reject  his  recommenda- 
tion. Once  the  investment  committee 
has  ruled  that  a  stock  should  be  bought 
or  sold,  Wright  s  portfolio  managers 
must  follow  the  committee's  instruc- 
tions— unless,  of  course,  clients  have 
provided  other  instructions. 

It's  a  system  that  leaves  only  a  narrow 
band  of  discretion  to  an  individual  on  the 
assembly  line.  "We  do  not  believe  in  the 
star  system,  Wright  says  firmly.  "Our 
objective  has  been  to  advance  the  invest- 


ment management  process  from  art  to- 
ward science.  I  don't  suppose  it  will  ever 
be  pure  science,  but  we've  made  it  as 
scientific  as  we  can." 

Say  this  for  Wright:  Though  his  system 
can't  possibly  be  foolproof,  he  appears  to 
have  engineered  one  of  the  more  objec- 
tive approaches  to  investing  around — 
one  that  tends  to  avoid  concepts  and 
market  fads.  The  results  have  been  im- 
pressive enough  that  Wright's  Wall 
Street  colleagues  have  invited  him  for 
the  past  five  years  to  speak  at  the  year- 
end  meeting  of  the  New  York  Society  of 
Security  Analysts,  where  he  offers  a 
prognosis  of  things  to  come. 

Back  to  Wright's  bullishness  and  his 
reasoning.  The  recent  market  decline, 
he  says,  was  due  to  excessive  money 
supply  contraction  by  the  Federal  Be- 
serve  Board,  which  produced  unneces- 
sarily high  interest  rates.  (Wright  has 
publicly  criticized  Fed  Chairman  Arthur 
Burns  before  congressional  committees 
for  Burns'  tightfisted  monetary  policy, 
and  one  of  the  reasons  he's  optimistic 
about  the  long-term  outlook  is  that  he 
expects  President  Carter  to  appoint  a 
new  Fed  chairman  when  Burns  term  is 
up  in  January  1978.)  Wright  believes 
that  recent  high  interest  rates,  combined 
with  massive  trade  deficits,  scared  inves- 
tors into  drawing  misleading  analogies 
between  the  present  and  the  period  of 
1973-74. 

"The  resemblance  is  superficial,  not  a 
basic  resemblance  at  all,'  says  Wright, 
hitting  his  desk  for  emphasis.  "There's 
no  world  boom  [thump].  There  are  no 
shortages  [thump].  There  are  no  escala- 
tions of  commodity  prices  [thump]." 
With  a  continued  abatement  of  inflation, 
Wright  says,  interest  rates  will  continue 
to  fall — which  bodes  very  well  for  the 
stock  market.  He  swivels  in  his  chair  to 
reach  for  a  sheaf  of  papers.  "By  the  end 
of  this  year,  we  11  be  back  close  to  a  Dow 
of  1000,  he  says  firmly.  "Next  year,  the 
Dow  will  range  between  1000-1200.  and 
in  1979,  it  will  continue  to  go  up,  maybe 
to  a  top  value  of  1400.  In  five  years  the 
range  will  be  between  1500-1800." 

Leaning  forward,  he  adds:  "You  buy 
any  good  company,  well  established, 
with  a  long  record  of  reasonably  stable 
earnings  growth  and  dividend  growth, 
and  I  don't  think  you  can  miss. 

Suppose  he's  wrong?  Suppose  another 
oil  embargo-like  catastrophe  should 
hit?  Thanks  to  his  devotion  to  quality, 
Wright  loses  less  sleep  over  that  possibil- 
itv  than  most  investment  managers. 
"The  worst  that  can  happen  if  we're 
wrong,"  he  says  with  a  smile,  "is  that  our 
clients  will  end  up  owming  the  best  246 
companies  in  the  U.S.  ■ 
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". .  .  With  a  continued  abatement  of  inflation, 

John  Wright  says,  interest  rates  will  continue  to 

fall — which  bodes  very  well  for  the  stock  market .  .  ." 


introduces 
something: 

for 
everyone. 


Xerox  doesn't  think  you  should  have 
to  live  with  more  copier  than  you  want. 
Or  settle  for  less  copier  than  you  need. 

That's  why  we're  introducing  three 
new  copiers  and  duplicators. 

If  you  don't  do  a  lot  of  copying,  but 
you  do  a  lot  of  hand  collating,  you  can 
now  get  the  Xerox  3400. 

A  small  copier  with  a  document  handler 
and  a  built-in  sorter  that  can  save  you  a 
lot  of  time  and  effort. 

If  you  do  quite  a  bit  of  copying,  we 
recommend  the  Xerox  5400. 

A  copier/ duplicator  that  comes  with 
automatic  two-sided  copying,  a  bi- 
directional sorter,  a  document  handler, 
even  a  built-in  microcomputer  that  tells 


you  how  to  correct  minor  problems  your- 
self. Saving  you  paper,  time  and  money. 

But  if  you  do  a  lot  of  copying,  we 
offer  the  Xerox  9400  duplicator. 

It  can  collate  a  virtually  limitless 
number  of  sets,  has  an  automatic  document 
handler  that  holds  up  to  200  originals, 
a  self-diagnostic  system,  and  best  of  all, 
automatic  two-sided  copying  at  the 
incredible  rate  of  two  pages  a  second. 

Who  says  you  can't  please  everyone? 

XEROX 
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Available  in  selected  cities  throughout  the  U.S. 


High  Moon  In  Municipal  Bonds 

Law  and  order  is  coming  to  the  rough  and  woolly  municipal 
bond  business.  The  sheriff's  name:  Frieda  Wallison. 


Parts  of  the  municipal  bond  business 
still  smelled  of  the  bucket  shop  and  of 
the  unregulated  markets  of  long  ago. 
State  and  local  government  bond  issuers 
were  under  no  obligation  to  provide  in- 
vestors with  information  on  such  basic 
matters  as  their  financial  position  or  their 
ability  to  pay  interest. 

Like  the  issuers,  the  sellers  were  vir- 
tually free  of  obligations  to  the  buyer. 

Witness,  therefore,  the  scandal  over 
the  New  York  City  notes.  Witness  the 
severe  market  declines  suffered  by  in- 
vestors in  West  Virginia  Turnpike 
bonds,  New  York  State  Urban  Develop- 
ment Corp.  and  others. 

Why  had  the  municipal  bond  industry 
for  so  long  escaped  the  grip  of  reform? 
Essentially  because  Congress  had  suc- 
cessfully put  off  confronting  the  constitu- 


tional issue  of  federal  versus  state  and 
local  regulatory  authority. 

All  this  is  finally  changing.  The  last 
straw  was  the  overpricing  of  bonds  un- 
suited  to  customer  needs  by  a  ring  of 
small  dealers  located  principally  in  Ten- 
nessee and  Arkansas.  Under  the  anti- 
fraud  provisions  of  the  federal  securities 
laws  they  were  convicted  of  fraud  and 
put  out  of  business. 

The  reaction  to  this  outrage  was  so 
loud  that  few  objected  when  Congress, 
in  the  Securities  Act  Amendments  of 
1975,  voted  to  bring  federal  regulation  to 
municipal  bonds.  Prior  to  this  change  in 
the  law,  the  Securities  &  Exchange 
Commission  had  no  authority  to  regulate 
municipal  bond  dealers.  It  could  pros- 
ecute actual  cases  of  fraud.  But  it  could 
not  establish  reporting  requirements  nor 


impose  high  standards  of  conduct  on 
dealers. 

The  1975  Amendments  authorized  a 
Municipal  Securities  Rulemaking  Board. 
Patterned  after  the  National  Association 
of  Securities  Dealers,  the  MSBB  is  made 
up  of  private  individuals,  but  it  has  broad 
rulemaking  authority,  with  the  status  of 
federal  law,  over  the  municipal  bond 
business.  Its  authority  is  subject  to  for- 
mal review  only  by  the  Securities  and 
Exchange  Commission. 

By  early  1976  the  MSRB  was  staffed 
and  in  action.  Almost  daily  pronounce- 
ments pour  out  of  its  Washington  head- 
quarters on  such  subjects  as  record- 
keeping, customer  confirmation,  syndi- 
cate bond  distribution  practices. 

Guiding  the  municipal  bond  industry 
into  the  new  territory  of  disclosure  and 


Guinea  Pigs:  Tax-exempt  bond  salesmen  take  a  sample  test  to  help  determine  questions  to  be  asked  of  future  applicants. 
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ASARCO 

is  basic  in  minerals. 


People  tend  to  think  of  Asarco  primarily  as  a  producer  of  nonferrous  metals 
like  copper,  lead,  zinc,  and  silver.  We  also  have  a  strong  position  in  minerals. 
Our  coal  mines  supply  a  group  of  Midwest  utilities.  Our  asbestos  operation  is 
among  the  largest  and  most  efficient  in  the  industry.  Our  ilmenite  is  the  raw 
material  for  the  production  of  titanium  dioxide  pigment  used  in  the  manufac- 
ture of  paints,  papers  and  plastics. 

The  world  always  needs  metals  and  minerals.  Asarco  has  a  solid  stance  in 
24  of  them,  all  the  way  from  mine  to  market.  We  continue  to  explore  for  new 
ore  deposits  so  there  will  be  ample  supplies  of  these  vital  materials  for  future 
generations.  ASARCO  Incorporated,  120  Broadway,  New  York,  N.Y.  10005. 

ASARCO 
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I  mcHOis 


Law  Woman:  Frieda  K.  Wallison 
balances  carrot  and  stick  to  create 
tough  municipal  bond  dealer  rules. 


fair  play  has  been  Frieda  K.  Wallison,  a 
bright  young  attorney  with  nine  years  of 
private  practice  at  a  Wall  Street  law  firm 
and  five  months  on  the  SEC  staff.  Walli- 
son, 34.  had  been  a  special  counsel  at  the 
SEC  in  the  division  of  market  regulation. 

She  took  the  15  board  members  in 
hand,  coaxed  the  five  who  represent 
large  and  small  banks  to  work  in  har- 
mony with  the  five  who  represent  big 
and  tiny  nonbank  dealerships  plus  the 
five  public  representatives 

Wallison  fought  for — and  finally  estab- 
lished— the  view  that  regulation-setting 
belonged  in  the  MSRB.  not  in  the  SEC; 
the  SEC.  with  the  NASD  and  the  bank- 
ing regulators,  has  responsibility  for  en- 
forcing the  regulations. 

Wallison  quickl)  established  that  the 
MSRB  would  work  with,  but  not  be  sub- 
servient to.  the  SEC — although  the  SEC 
does  have  ultimate  authority  to  enforce 
municipal  industry  regulations.  She  had 
to  win  that  authority  over  SEC  staff 
objections 

let  another  new  proposal  has  made 
some  members  of  the  municipal  bond 
fraternity  unhappy.  This  involves  so- 
called  "riskless  principal  transactions." 
In  such  a  transaction  the  dealer  is  simply 
an  agent,  a  broker.  He  buys  and  sells  the 
bond  simultaneously.  He  does  not  have 
it  in  inventory  .  In  such  cases,  the  MSRB 
has  proposed  that  the  dealer  must  inform 
the  customer  how  much  he  made  on  the 
bond,  just  as  he  would  have  to  do  with  an 
ordinary  brokerage  commission.  Quite 
obviously,  some  dealers  are  not  anxious 
to  have  the  customers  know  how  much 
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they  make  on  such  riskless  transactions. 

Wallison  also  persuaded  the  National 
Association  of  Securities  Dealers  to  con- 
sider including  some  40  questions  relat- 
ing to  municipal  bonds  in  the  examina- 
tions given  to  prospective  registered 
representatives;  no  longer  could  an 
NASD  rep  be  illiterate  about  municipal 
securities. 

As  for  salesmen  who  specialize  in  mu- 
nicipal securities,  starting  next  N  ear  they 
would  have  the  option  of  taking  either  a 
far  more  comprehensive  municipal  ex- 
amination or  the  broader-based  NASD 
exam  (unless  they  happen  to  have  gotten 
into  the  municipal  bond  business  before 
December  1975). 

"The  board  has  a  strong  directive  from 
Congress  to  seek  to  establish  regulations 
that  will  contribute  to  the  protection  of 
investors,"  Wallison  says.  And  the  deal- 
ers better  believe  that.  The  betting  is 
that  she  is  going  to  be  a  tough  cop.  ■ 


Test  Your  T-E  Quotient 

When  the  Municipal  Securities  Rule- 
making Board  was  preparing  its  pretest 
examination,  it  provided  Forbes  with 
some  sample  questions  from  the  initial 
multiple  choice  exam. 

1.  A  municipal  securities  trade  occurs 
on  Thursday,  July  14.  Assuming  no  in- 
tervening holidays,  regular  way  settle- 
ment would  occur  on 

A.  July  15  B.July  19 
C.July  21      D.July  25 

2.  An  investor  in  the  40%  tax  bracket 
purchases  municipal  bonds  at  par, 
priced  to  yield  5.6%.  To  realize  the 
same  net  return  from  a  taxable  invest- 
ment purchased  at  par,  the  investor 
would  have  to  purchase  a  taxable  bond 
with  a  coupon  rate  of 

A.  5.60%  B.  9.33% 
C.  11.20%     D.  14.00% 

3.  A  municipal  bond  that  is  offered  at 
a  yield  to  maturity  higher  than  its  cou- 
pon rate  is  recognized  as  trading 

A.  At  a  discount     B.  At  a  premium 
C.  Flat  D.  At  par 

4.  All  of  the  following  information 
must  be  included  on  a  dealer  confirma- 
tion except 

A.  Amount  of  concession 

B.  Name  of  paying  agent 

C.  Indication  if  the  securities 
are  callable 

D.  Par  value 

5.  Which  of  the  following  statements 
concerning  Treasury  bills  are  true? 

I.  They  are  issued  at  a  discount. 

II.  They  must  be  held  to  maturity. 

III.  They  are  obligations  of  the  U.S. 
government. 

A.  I  and  II  only      B.  I  and  III  only 
C.  II  and  III  only    D.  All 
ANSWERS:  1 -C,  2-B,  3-A,  4-B,  5-B 
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To  help  insure  consistent  taste  and  quality  from  one  hot  dog  to 
the  next,  leading  manufacturers  use  electronic  scales  from  our 
Fairbanks  Weighing  Division  to  precision  match  product  ingredi- 
ents to  product  formula.  Essential  tools  wherever  precise 
measurement  is  required,  Fairbanks  scales  are  widely  used  to 
weigh  everything  from  micronutrients  in  animal  feed  to  highway  • 
trucks  and  railroad  cars.  Together  with  other  well-known  Colt 
Industries  products,  Fairbanks  scales  help  make  us  a  company 
with  annual  sales  in  excess  of  $1  billion,  and  a  leading  supplier  to 
major  markets  in  the  industrial  sector  of  the  U.S.  economy. 
For  our  latest  financial  reports,  write  Colt  Industries  Inc.  Dept.  B, 
430  Park  Ave.,  New  York,  N.Y.  1 0022. 

Crucible  specially  steels  □  Trent  welded  stainless  steel  pipe  and  tubing  •  Crucible  permanent 
magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney 
and  Elox  production  equipment  •  Quincy  compressors  •  Central  Moloney  transformers  □ 
Chandler  Evans  fuel  controls  '.Fairbanks  Morse  pumps  »  Holley  carburetors  □  Garlock 
industrial  seals  and  components  □  Menasco  shock  mitigation  systems  □  Colt  firearms  and 
sporting  equipment. 


Colt  Industrie 


International  Controls: 
The  Lively  Corpse 

While  Robert  Vesco  is  a  fugitive  from  U.S.  justice,  the  company  he  left 
behind  is  flourishing.  So  much  so  that  a  nasty  fight  looms  for  its  control. 


It  has  been  over  four  years  since  Rob- 
ert L.  Vesco  fled  the  U.S.  amidst  allega- 
tions that  he  had  looted  hundreds  of 
millions  of  dollars  from  Bernard  Corn- 
fields broken  mutual  fund  empire,  IOS 
Ltd.  (see  p.  64).  Ever  since  the  Securi- 
ties &  Exchange  Commission  and  the 
Justice  Department  closed  in  on  Vesco, 
International  Controls  Corp.,  his  con- 
glomerated creation,  has  been  run  by  a 
five-man  board  of  directors  appointed  by 
a  U.S.  district  court,  without  any  share- 
holder voice.  The  Thomaston,  Conn.- 
based  little  company  had  some  rocky 
periods,  but  has  since  done  nicely.  So 
nicely  that  it's  the  subject  of  what  prom- 
ises to  be  a  bitter  fight  for  control. 

A  collection  of  little  companies  Vesco 
took  over  in  the  Sixties,  ICC  makes  a 
bevy  of  specialized  products  such  as 


Robert  Vesco:  The  fight  brewing  for  his 
old  company  is  the  kind  he  liked,  and 
he's  undoubtedly  watching  closely. 


bomb  bodies,  power  systems  for  Navy 
missile  launchers,  steam  traps  for  power 
machinery,  electromechanical  relays  for 
communications  equipment,  and  trans- 
mission line  towers  and  poles  for  public 
utilities.  On  $73  million  in  sales  in  1976, 
the  company  earned  a  very  respectable 
$4  million.  Since  the  court-appointed 
board  took  over,  long-term  debt  has 
been  reduced  from  $48  million  to  $22 
million,  and  stockholders'  equity  in- 
creased from  $7  million  to  $18  million. 
Credit  for  this  progress  goes  to  Allen 
Shinn,  a  retired  vice  admiral  brought  in 
as  the  company's  chief  executive  officer, 
and  Elmer  Sticco,  a  longtime  company 
employee  who  serves  as  chief  operating 
officer. 

There  are,  however,  some  dark  clouds 
on  this  otherwise  rosy  horizon.  Cloud 
number  one  is  a  series  of  multimillion- 
dollar  lawsuits  by  liquidators  and  receiv- 
ers of  IOS.  It  was  ICC  money  that  Vesco 
used  to  buy  control  of  IOS,  which  he 
allegedly  looted,  and  the  IOS  liquidators 
want  to  hold  ICC  responsible  for  some  of 
the  losses.  (ICC  s  IOS  shares  were  said 
to  have  been  subsequently  purchased  by 
a  group  of  Vesco  cronies.)  Cloud  number 
two  are  tax  claims  by  the  Internal  Rev- 
enue Service  for  about  $13  million — 
again  arising  out  of  Vesco-inspired  activi- 
ties. The  total  amount  of  these  potential 
liabilities  is  so  huge  that  ICC  s  accoun- 
tants refuse  to  express  an  opinion  on  the 
company's  financial  statements.  But 
some  authoritative  company  sources  say 
that  these  claims  could  be  resolved  out  of 
court  soon. 

In  any  case,  ICC's  future  seems  solid 
enough  that  at  least  two — and  possibly 
three — parties  are  struggling  to  control 
it.  The  first  is  the  incumbent  board  of 
directors.  Led  by  Admiral  Shinn,  the 
board  has  proposed  a  ten-man  slate  of 
directors  for  stockholder  approval:  the 
four  court-appointed  directors  (the  fifth 
died)  and  six  others  friendly  to  them. 

The  second  party  is  Vesco  himself, 
who  has  been  trying  to  prevent  the  com- 
pany from  canceling  his  nearly  1  million 
shares  (about  25%  of  the  total  outstand- 
ing) in  order  to  satisfy  its  claims  against 
him  in  connection  with  the  money  ICC 


lost  on  its  investment  in  IOS.  There  have 
been  reports  and  rumors  that  the  fugi- 
tive Vesco  wants  to  control  ICC  from  his 
refuge  in  Costa  Rica,  but  it  seems  no  less 
likely  that  he  wants  to  hang  onto  his 
stock  for  his  wife  and  children. 

The  third  party  is  an  oddly  assorted 
group  of  nine  shareholders  led  by  a 
loquacious  Chicago  surgeon  named 
Wade  S.  Malhas,  who  has  filed  a  state- 
ment with  the  SEC  stating  that  he  owns 
109,000  shares.  Malhas  says  he  plans  to 
back  a  slate  of  directors  at  the  next 
stockholder  meeting,  scheduled  for  Apr. 
25,  1978. 

"The  present  board,"  Malhas  says  an- 
grily, "did  not  see  fit  to  have  a  share- 
holder meeting,  because  they  obviously 
would  like  to  perpetuate  themselves  in 
control,"  although  they  are  officially  des- 
ignated as  an  "interim"  board.  Malhas 
charges  that  ICC  s  officers  and  directors 
are  excessively  paid.  Chief  Operating 
Officer  Elmer  Sticco,  for  instance, 
earned  a  salary  of  $127,000  last  year,  and 
received  a  bonus  of  $96,000  and  stock 
options  this  year. 

Malhas  recites  a  litany  of  other  com- 
plaints against  the  company:  Why  hasn't 
the  special  counsel  appointed  by  the 
company  to  investigate  Vesco's  activities 
(as  part  of  a  1973  agreement  with  the 
SEC)  made  his  report  yet?  Even  more 
angrily,  Malhas  demands  to  know  why 
the  IOS  suits  have  taken  so  long  to  be 
settled.  Malhas  and  his  associates  sug- 
gest darkly  that  David  Butowsky,  the 
special  counsel,  and  particularly  Milton 
Gould,  the  company's  lawyer  in  the  IOS 
suits,  are  in  no  hurry  to  see  their  lucra- 
tive appointments  end.  Malhas  also 
questions  why  the  company  has  sudden- 
ly begun  issuing  stock  options  in  large 
quantities  to  top  officials.  "I  can  tell  you 
what  they  have  in  mind,"  says  Malhas. 
answering  his  own  question.  "They  want 
to  exercise  control  over  the  company 
without  paying  a  penny  out  of  their 
pockets." 

The  incumbent  management  io  '  tl  I 
it  is  not  at  liberty  to  discuss  the  charges. 
"No  comment,  and  if  you  call  anyone  in 
this  company  and  get  am  comment  from 
them,  they're  in  trouble,   Admiral  Shinn 
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said  firmly.  The  lawyers  referred 
Forbes  to  public  records:  In  legal  depo- 
sitions taken  recently,  the  incumbents 
regret  the  fact  that  a  shareholder  meet- 
ing has  been  delayed  so  long,  and  point 
out  that  the  lack  of  a  Butowsky  report 
and  failure  to  settle  the  IOS  suits  make 
such  a  meeting  difficult. 

Further  study  of  court  records,  and 
discussions  with  sources  familiar  with 
the  incumbents'  views,  indicate  that  Ad- 
miral Shinn  and  his  associates  are  deeply 
suspicious  of  the  Malhas  group's  mo- 
tives. And  well  they  might  be.  For  an 


interesting  group  of  men  is  lurking  be- 
hind Dr.  Malhas  and  the  eight  other 
shareholders  listed  publicly  in  court  pa- 
pers as  his  allies. 

First  of  all,  there  s  Malhas  attorney, 
Irwin  Underweiser.  Underweiser  is  cur- 
rently chairman  and  chief  executive  of 
Sunshine»Mining  Co.  (itself  coinciden tal- 
ly the  subject  of  a  hostile  tender  offer  by 
Great  Western  United  Corp. ,  controlled 
by  the  Hunt  family).  In  the  mid-1960s, 
Underweiser  was  attorney  for  a  group 
that  won  control  of  Sunshine  in  a  bitter 
proxy  fight. 

Second,  there's  George  Rafkind,  a 
controversial  New  York  stockbroker. 
Rafkind  participated  in  the  group  that 
won  control  of  Sunshine,  and  served  as 
its  chairman  in  1969-1970,  after  which 
time  Underweiser  took  over.  He  also 


took  part  in  an  unsuccessful  fight  in  1962 
to  win  control  of  U.S.  Smelting  (now  UV 
Industries).  Rafkind  denies  being  a 
member  of  the  Malhas  group,  but  Mal- 
has himself  admits  that  "the  petitioners 
who  backed  my  petition  [for  a  stock- 
holders' meetingj  are  people  who  have 
known  him  [Rafkind]  for  many  years." 

A  third  associate  of  Malhas  is  George 
Georges,  a  retired  building  contractor 
who  brought  the  doctor  together  with 
Underweiser.  Georges  was  named  by 
the  Securities  &  Exchange  Commission 
in  1967  as  an  unindicted  co-conspirator 


in  the  famous  Pentron  Electronics  stock 
manipulation  case  on  the  American 
Stock  Exchange. 

One  theory  has  it  that  Underweiser, 
faced  with  losing  control  of  Sunshine, 
might  be  eager  to  take  over  as  chairman 
or  general  counsel  of  ICC.  Underweiser 
claims  he  is  only  acting  as  attorney  for 
the  Malhas  group,  and  refers  to  the  at- 
tempt to  win  control  of  ICC  as  "Wade's 
[Malhas]  project."  But  it  is  interesting  to 
note  that  Sunshine  gave  Underweiser 
much  of  its  legal  business  after  the  group 
he  represented  won  control  of  Sunshine; 
in  fact,  his  law  firm  still  remains  on 
retainer  with  Sunshine  even  though  he  is 
chairman  of  the  company.  It  is  also  inter- 
esting to  note  that  Underweiser  signed  a 
1974  SEC  consent  decree  after  the  SEC 
charged  him  with  failing  to  disclose  that 


he  and  other  officers  had  used  Sunshine 
funds  to  gain  control  of  a  New  York  bank. 

Malhas  is  indignant  over  suggestions 
that  he  is  anybody's  front  man.  "Under- 
weiser is  my  attorney,"  he  says,  "and  he 
doesn't  have  one-tenth  my  net  worth. 
I'm  nobody's  flunky.  I  built  up  an  $8- 
million  empire  in  real  estate  strictly  on 
my  own.  I  invest  in  banks.  I  have  a 
construction  company.  I  collect  antiques 
and  art." 

"Everyone  underestimates  me,  in- 
cluding Underweiser,"  the  d(xtor  goes 
on.  "I  think  I  can  do  a  better  job  running 
this  company  than  the  present  board  is 
doing.  Frankly,  I  enjoy  this.  I  don't  need 
the  money;  it's  like  collecting  art — it's  a 
challenge,  a  stimulus."  Malhas  adds  that 
once  the  IOS  suits  are  settled,  and  if  he's 
in  the  driver's  seat  at  ICC,  he  might  be 
interested  in  having  the  company  make 
some  acquisitions. 

Acquisitions?  International  Controls — 
swinging  again?  With  $22  million  of  debt 
against  $18  million  in  equity?  That's  not 
as  impossible  as  it  sounds  when  you  con- 
sider that  most  of  that  debt  is  subordinat- 
ed debentures.  Apparently,  too,  the 
Shinn-Sticco  group  has  eliminated  most 
of  the  company  s  problem  areas,  and  has 
conservatively  managed  the  rest  of  the 
businesses. 

One  distinct  possibility,  therefore,  is 
that  if  the  IOS  suits  can  be  reasonably 
settled,  someone  will  make  a  tender  of- 
fer for  the  stock,  which  recently  traded 
at  around  $3  a  share  over  the  counter — 
about  three  times  earnings.  (It  once 
reached  as  high  as  $50  and  as  low  as  40 
cents.)  Says  one  long-suffering  share- 
holder of  the  tender  offer  possibility:  "I  II 
be  glad  never  to  hear  the  name  Interna- 
tional Controls  again."  ■ 


".  . .  Dr.  Malhas  is  indignant  over  suggestions  that  he  is 
anybody's  front  man.  'Underweiser  is  my  attorney/  he 
says,  'and  he  doesn't  have  one-tenth  my  net  worth. 
I  built  up  an  $8-million  empire  in  real  estate'  .  .  ." 


Cornfeld  The  Crusader 

IOS  victims,  take  heart.  An  old  friend  is  back  to  help  you. 


By  MARILYN  DAMMERMAN 

It  was  nearly  noon,  45  minutes  into 
the  third  annual  meeting  of  Global  Natu- 
ral Resources  Properties  Ltd.  Global,  a 
little  oil  and  gas  producer,  is  all  that 
remains  of  Investors  Overseas  Services, 
Bernard  Cornfeld's  giant  mutual  fund 
pyramid  that  collapsed  in  1970.  Com- 
pany President  Frank  Beatty  chose  to 
stage  the  meeting  on  the  Isle  of  Jersey, 
the  lush,  green  tax  haven  off  the  French 
coast  where  Global  is  domiciled.  Beatty, 
well-acquainted  with  other  lush,  green 
tax  havens,  was  chief  financial  officer  of 
swindler  Robert  Vesco  when  Vesco  took 
over  IOS  (see  p.  63). 

The  company's  board  had  hoped  for  a 


quiet  meeting  and  it  looked  as  if  it  would 
get  one.  Disappointed  photographers 
snapped  a  few  shots  and  filtered  out. 
Tense,  short-tempered  Beatty  was  be- 
ginning to  relax.  Then  came  the  door- 
keeper with  a  note.  The  president  fixed 
an  uncomfortable  smile.  "I  understand 
we  have  a  distinguished  visitor,"  he  said. 

Bernie  Cornfeld  had  come  to  make  a 
scene,  and  make  one  he  did.  "He  looks 
so  shabby,"  whispered  New  York  lawyer 
Simon  Nusbaum  of  the  short  man  with 
tangled  hair  who  had  taken  his  seat  by 
mistake.  Nusbaum  snatched  his  brief- 
case out  of  harm's  way  as  Bernie  took  the 
floor.  "I  am  going  to  court  to  have  this 
declared  a  nonmeeting,"  Cornfeld  an- 
nounced for  openers. 


Why  had  Cornfeld  flown  5,500  miles 
from  Los  Angeles  to  the  remote  Isle  of 
Jersey  to  walk  into  a  dull  little  meeting  an 
hour  late?  Honor  and  duty,  it  seems. 
Bernie  was  escalating  his  six-year  crusade 
to  undo  the  dastardly  deeds  of  archenemy 
Vesco.  First  battle:  to  take  over  Global. 

Seated  in  the  Grand  Hotel  ballroom  in 
the  capital,  St.  Helier,  were  about  a 
dozen  representatives  of  the  112,000 
stockholders  of  Cornfeld's  Fund  of 
Funds.  Collectively,  they  lost  hundreds 
of  millions  of  dollars  when  IOS  col- 
lapsed. All  they  have  left — apart  from 
what  money  trickles  out  of  the  IOS 
liquidations — are  their  shares  of  Global, 
really  just  a  holding  company  with  mod- 
est earnings  from  oil  and  gas  operations 
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When  it  comes  to  employee  trusts, 
one  bank  stands  out. 


As  you  may  have  gathered 
from  the  Bankers  Trust  symbol 
pictured  on  the  left,  our  Em- 
ployee Benefit  Trust  Division 
really  is  outstanding. 

Not  only  in  the  scope  of  our 
services,  but  more  importantly, 
in  attitude. 

Few,  if  any,  banks  are  willing 
to  be  a  money  manager  and  a 
directed  trustee  and  a  master 
trustee  and  keep  employee  thrift 
and  profit  sharing  records  and 
disburse  benefits  and  supply 
benefits  research.  We  now  also 
offer  both  Index  and  Market 
Inventory  Fund  Services. 

Bankers  Trust  has  made  a 
commitment  to  provide  all  these 
services,  or  any  one  of  them.  And 
we're  staffed  in  depth  for  all  the 
work  that  this  entails. 

Our  benefits  research  efforts, 
for  example,  are  unique  in  the 
industry,  and  recognized  as  such. 
We  can  provide  you  with  more 
comprehensive  information 
than  any  other  bank. 

Were  the  nation's  foremost 
Directed  Trustee  and  Master 
Trustee.  In  fact,  we  pioneered  in 
these  fields,  as  well  as  savings 
plans,  stock  purchase  plans, 
employee  record  keeping  and 
active  bond  management, 
among  others.  In  the  pension 
business,  we've  had  some  60 
years  of  experience. 

No  matter  what  your  com- 
pany's needs,  Bankers  Trust  can 
handle  your  employee  benefits 
requirements  with  a  compe- 
tence, professionalism  and 
enthusiasm  unequalled  in  the 
industry. 

But  this  isn't  limited  to 
employee  trusts  alone.  In  fact, 
wherever  you  see  the  Bankers 
Trust  Pyramid,  you're  dealing 
with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  man- 
age money  worldwide. 

A  visit  to  the 
Pyramid  can  be  a 
rewarding  ex- 
perience. 

Bankers 
Trust  Company 


ade. 


Before  The  Crusade:  Cornfeld  in  1970, 
being  taken  into  custody  by  Swiss 
authorities  after  the  IOS  collapse. 


in  Indonesia  and  the  U.S.  Southwest. 

"I  am  here  to  protect  Global  share- 
holders, myself  included,  against  pres- 
ent management,"  said  Cornfeld  mag- 
nanimously. "These  men  were  put  in  by 
Vesco,  who  looted  this  company."  Presi- 
dent Beatty,  an  American  accountant, 
has  been  named  by  the  Securities  & 
Exchange  Commission  on  three  counts 
of  fraud  and  one  count  of  false  financial 
reporting  for  his  role  in  Vesco  s  affairs. 

Back  in  1970  Global  s  principal  asset 
was  part  ownership  of  25-million  acres  of 
Arctic  wasteland.  But  last  winter  a  huge 
gasfield  was  discovered  there.  Sun  Oil, 
Imperial  Oil,  Gulf  Oil  Canada  and  two 


Canadian  government  companies  are  do- 
ing the  drilling.  Global  turned  its  first 
profit  in  1974  and  last  year  earned  $1.7 
million  on  sales  of  $6.6  million. 

But  Cornfeld  isn't  satisfied.  ,  "This 
could  be  a  very  valuable  company  and 
management  certainly  has  not  done  as 
well  with  it  as  it  might  have,"  he  said. 

Cornfeld  is  50  now  and  his  kinky  beard 
and  fringe  of  blond  locks  are  graying.  But 
his  voice  is  soft  and  low  as  befits  a  man 
who  is  used  to  being  listened  to.  This 
winter  he  faces  criminal  fraud  charges  in 
Switzerland,  where  he  has  already 
served  11  months  in  jail.  He  still  boasts 
of  his  castles  but  describes  his  lifestyle  as 


"This  will  be  made  public  when  the 
tender  offer  is  announced — within  the 
next  few  months,    he  countered. 

Cornfeld  officially  has  only  10,000 
shares  out  of  21  million  (though  he  may 
hold  much  more  through  nominee  ac- 
counts), but  coyly  hints  that  he  has  "for- 
eign oil  backers.  "  "If  I  were  an  oil  com- 
pany wanting  to  take  over  Global," 
Frank  Beatty  volunteered,  "I  would  stay 
as  far  from  Cornfeld  as  I  could. 

A  TV  reporter  asked  Bernie  about  his 
reputation  for  dishonesty.  "Reputations 
are  one  thing,  facts  quite  another,"  said 
Cornfeld,  looking  earnestly  into  the  cam- 
era. "I  think  my  reputation  is  quite 


".  . .  Why  had  Cornfeld  flown  5,500  miles  from  Los  Angeles 
to  the  remote  Isle  of  Jersey  to  walk  into  a  dull  meeting 
an  hour  late?  Honor  and  duty,  it  seems.  Bernie  was 
escalating  his  six-year  crusade  against  Vesco  .  .  ." 


"struggling."  He  arrived  in  St.  Helier 
with  neither  private  plane,  harem  nor 
lawyer. 

He  surely  missed  the  lawyer  most.  He 
tried  to  vote  the  shares  stuffed  in  his 
briefcase  but  couldn't  because  he  had 
not  deposited  them  before  the  meeting. 
(Had  he  done  so,  they  might  have  been 
attached  by  impatient  British  creditors.) 
Later  he  tried  to  nominate  ex-California 
Governor  Pat  Brown,  a  former  Global 
director,  to  the  board.  Alas,  by  the  time 
he  did  so,  the  third  annual  meeting  had 
been  adjourned  and  Beatty  had  re- 
opened the  second  annual  meeting  to 
discuss  unfinished  business  from  the 
year  before. 

Cornfeld  was  unabashed.  He  knew 
that  the  real  business  of  the  meeting 
would  take  place  afterward — when  he 
posed  for  pictures,  gave  a  TV  interview 
and  signed  autographs. 

One  of  the  autographs  went  to  tall, 
suave  lawyer  Erskine  Carter.  The  re- 
quest was  a  joke,  but  Bernie  didn  t 
mind.  Carter  was  named  by  an  Ontario 
court  to  oversee  the  interests  of  stock- 
holders who  haven't  collected  their  Glo- 
bal shares,  issued  to  all  Fund  of  Funds 
investors  in  1970.  Since  Fund  of  Funds 
was  often  sold  in  violation  of  exchange 
controls,  there  are  many  such  sharehold- 
ers— so  many  that  Carter  votes  45%  of 
the  stock.  He  listened  politely  like  an  old 
friend  as  Bernie  rambled  on  but  kept  his 
thoughts  to  himself. 

Others  were  less  reserved.  "  How- 
much  are  you  going  to  pay?"  an  ancient 
Englishman  with  a  droopy  moustache 
wanted  to  know.  "My  Fund  of  Funds 
shares  were  $27,"  he  shouted,  wagging  a 
long,  angry  finger  at  Cornfeld.  "How 
much  money  does  he  have  and  where  is 
it?"  demanded  Nusbaum,  representing 
60  U.N.  staffers  who  had  let  IOS  manage 
their  monev.  Cornfeld  had  few  answers. 


good.  Could  he  persuade  stockholders 
to  go  along?  "I  would  think  they  would 
be  delighted  to  turn  their  shares  into 
cash  or  to  see  a  change  of  management," 
he  ventured. 

Global  is  looking  more  and  more  like 
an  investment  worth  holding  onto. 
Shareholders  will  soon  receive  a  payout 
of  $38  million  from  the  liquidation  of 
another  IOS  subsidiary.  Much  bigger 
things  may  be  down  the  road.  D&S 
Group,  a  Canadian  oil-consulting  firm, 
recently  testified  in  an  unrelated  court 
case  that  the  Arctic  gasfield — of  which 
Global  now  owns  one-fourth — may  be 
worth  $1  billion.  Beatty  calls  the  valu- 
ation "highly  speculative.  But  if  inves- 
tors start  thinking  about  the  $12  a  share 
that  this  works  out  to,  Bernie  will  have 
trouble  getting  his  hands  on  any  more 
shares  than  he  already  has. 

Cornfeld  has  not  played  his  cards — if 
he  has  any — yet.  Lest  anyone  forget,  he 
once  controlled  $2.5  billion  of  other  peo- 
ple's money.  But  Beatty  insists  he 
"hasn't  got  a  hope  in  hell"  of  taking  over 
Global  without  Erskine  Carter's  help — 
which  he  won't  get.  The  company's  sad- 
der-but-wiser owners,  even  those  who 
dislike  Beatty  ,  seem  unlikely  to  fall  for 
Bernie  s  line  again.  "There  is  no  investor 
who  is 'happy  to  hear  this  name  again,  " 
said  Peter  Ristau,  who  had  journeyed 
from  West  Germany  for  the  meeting.  "I 
represent  10,000  shareholders  world- 
wide. If  you  look  at  my  correspondence, 
you  will  know:  what  people  think  of  Mr. 
Cornfeld." 

All  in  all,  it  was  not  one  of  Cornfeld's 
better  days.  Waiting  for  him  outside  the 
Grand  Hotel  was  a  process  server  with  a 
writ  of  summons  to  a  London  court. 
Cornfeld  had  neglected  to  pay  $47,000  in 
legal  fees  from  one  of  his  many  court 
battles  and  was  being  called  to  answer 
for  it.  ■ 
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Even  food  is  plugged 
into  Westinghouse 
products  and  technology. 


Today  s  food  supply  system  is 
electrical,  21%  of  the  electricity 
generated  in  America  is  used  to 
provide  food. 

Westinghouse  pumping  motors 
and  controls,  lighting  and  heating 
products,  and  electrical  distribu- 
tion systems  help  the  farmer  irri- 
gate his  crops,  incubate  his  chicks 
milk  his  cows  and  power  grain 
handling  and  storage  systems. 

Our  Thermo-King  truck  refrigera- 
tion insures  fresh  produce  at 
your  markets. 


And  hundreds  of  Westinghouse 
electrical  products  are  involved 
in  food  processing,  packing, 
canning,  labelling  and  pasteurizing. 

Even  in  the  supermarket, 
Westinghouse  lighting  and  refri- 
geration equipment  help  keep 
food  fresh  and  appealing.  (And 
make  the  store  a  comfortable 
place  to  shop.) 

Electricity. . .  and  therefore 
Westinghouse... is  a  powerful  part 
of  the  system  which  brings  America 
its  abundant  supply  of  food 


The  strength  of  Fiberglas  has  helped 
boost  the  pole-vault  record  3  ft.1 2  in.  How  much 
stronger  would  it  make  your  product? 


In  1942,  a  pole-vaulter  soared  15 
feet  7%  inches  with  a  bamboo 
pole.  And  nobody  could  top  his 
record  for  fifteen  years. 

Then,  along  came  poles  made 
with  Fiberglas*  Lighter.  And  springier. 
They   literally  catapulted  vaulters 
to  amazing  new  heights.  Today's  out- 
door record:  18  feet  814  inches! 

*T  M  Reg  0  -C.F  for  reinforcements  tor  plastics 


Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  large-diameter  pipe 
and  motor-home  bodies  benefit  from 
the  same  strength  that  improved 
vaulting  poles.  Other  products  like 
playground  equipment  and  trans- 


former covers  are  better  because 
they're  more  moldable,  electrically 
nonconductive,  lighter,  more  durable, 
or  less  expensive. 

Would  a  Fiberglas  materials  sys- 
tem make  your  product  better?  We'll 
help  you  find  out.  Write:  L.  I.  Meeks, 
Owens-Corning  Fiberglas  Corp., 
Fiberglas  Tower,  Toledo,  Ohio  43659. 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

Fiberglas 


Shadow  On  The  Sun 

Solar  industry  looks  like  a  sure  thing,  but 
don't  expect  a  Xerox  or  a  Polaroid.  Here's  why. 


If  it  were  1969  again,  underwriters 
would  clamor  for  the  companies  and  in- 
vestors would  devour  the  stocks.  But  it's 
1977,  and  although  solar  energy  is  a  hot 
concept — and  a  valid  one — investors  are 
not  pouring  money  into  little  solar  ener- 
gy companies. 

Consider  Robert  Schlesinger's  Rho 
Sigma,  Inc.,  a  relatively  small  California 
company  that  produces  control  units  for 
solar  heating  systems.  As  the  interest  in 
solar  energy  in  this  country  has  grown, 
Rho  Sigma's  ledgers  have  filled  with 
healthy  statistics.  The  company  started 
just  4  Vi  years  ago  with  two  partners  and  a 
secretary;  now  it  employs  72  people, 
turns  out  several  thousand  control  units 
a  week,  and  expects  sales  to  be  $1.5 
million  this  year.  Rho  Sigma  has  turned  a 
profit  every  year  since  its  inception  and 
now  has  about  a  70%  share  of  the  U.S. 
market  in  solar  control  units,  the  moni- 
toring devices  that  enable  solar  systems 
to  operate  automatically. 

But  like  everyone  else  who  got  in  on 
the  ground  floor  of  the  solar  energy  in- 
dustry with  a  small  company,  Bob 
Schlesinger  is  looking  warily  over  his 
shoulder.  He  has  just  relinquished  com- 
plete control  of  his  firm  in  order  to  get 
the  capital  needed  to  automate  his  plant 
faster  than  he  would  have  been  able  to 
on  his  own.  He  gave  warrants  on  Rho 
Sigma  stock  in  return  for  an  investment 
by  Small  Business  Enterprise  Co.,  the 
venture-capital  arm  of  Bank  of  America. 

What  Schlesinger  and  the  others  see 
when  they  peer  over  their  corporate 
shoulders  are  the  industrial  giants  of  the 
U.S.  testing — and  just  recently  enter- 
ing— the  solar  energy  waters.  And  when 
companies  like  Alcoa,  PPG  Industries, 
General  Electric,  General  Motors,  Re- 
vere Copper  &  Brass,  Exxon  and  Owens- 
Illinois  dabble  in  those  waters  (they  all 
do),  they  make  waves  big  enough  to 
swamp  most  of  the  little  enterprises  that, 
to  date,  have  dominated  the  field. 

Especially  when  the  little  companies 
can  t  easily  raise  the  money  they  need  to 
plow  ahead  fast.  For  such  reasons,  the 
day  of  the  little  man  in  the  solar  energy 
field  may  be  drawing  to  a  close.  Ironical- 
ly, what  is  hastening  that  close  is  the 
tremendous  growth  in  the  solar  heating 
market  that  many  of  those  little  compa- 


nies pioneered.  The  much  bigger  market 
(an  Arthur  D.  Little  study  estimates  it 
may  grow  to  as  much  as  $1.5  billion  by 
1985,  from  virtually  nothing  in  1975)  fa- 
vors corporations  with  the  capital  to  ex- 
pand production  rapidly  and  develop  the 
national  marketing  and  distribution  sys- 
tem to  support  it.  "There's  going  to  be  a 
continuing,  almost  insatiable,  need  for 
capital  to  stay  afloat,"  says  Ted  Knapp, 
vice  president  of  KTA  Solar  Corp.  of 
Rockville,  Md.  "It's  going  to  put  a  lot  of 
us  out  of  business.  " 

Anthony  W.  Adler,  vice  president  of 
Muller  &  Co.  and  a  leading  analyst  of  the 
solar  industry,  thinks  the  current  num- 
ber of  solar  manufacturers  (nearly  200) 
will  shrink  over  the  next  ten  years  to  "no 
more  than  12  or  15  of  any  size.  "  He  adds: 
"I  think  the  next  12  months  are  going  to 
be  crucial.  And  I  think  the  consumer  will 
be  looking  for  a  reliable  performer  [fa- 
voring large,  recognized  firms  like  Gen- 
eral Electric]." 

Adler  says  that  a  manufacturer  of  col- 
lectors (the  panels  that  appear  on  the 
roofs  of  solar  heated  buildings  and  soak 


Adler:  In  ten  years,  he  says, 
there  will  only  be  a  handful  of 
major  solar  heating  companies. 


up  the  warmth  of  the  sun)  must  have 
sales  of  about  $2.5  million  just  to  break 
even.  But  only  about  four  do  (on  an 
annualized  basis).  Even  then,  he  says, 
almost  all  his  gross  profit  would  have  to 
be  plowed  back  into  marketing  and  ad- 
vertising to  remain  competitive,  thus 
leaving  little  to  put  into  expansion.  And 
when  they  go  to  raise  money,  Adler 
adds,  "The  more  sophisticated  investors 
are  going  to  say,  Damn,  if  Grumman's  in 
it,  what  can  I  do?'  " 

Indeed,  the  Grumman  Corp.,  the 
aerospace  giant,  may  provide  the  best 


"Energy  House":  The  Grumman  Corp.  participated  in  the  developmenl  of  1 
solar  heated  home  at  Quechee  Lakes,  Vt.  as  a  "middle-income"  prototype. 
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No  Dummy  He:  Robert  J.  Schlesinger  of  Rho  Sigma,  Inc.  says  "only  dummies" 
refuse  acquisition  offers  without  giving  them  any  consideration. 


example  of  what  the  little  firms  will  be 
up  against.  Grumman  first  developed  an 
interest  in  solar  energy  as  a  means  of 
profiting  from  its  technological  expertise 
when  the  federal  government  cut  back 
on  the  space  program,  which  had  been 
an  important  source  of  contracts  for 
Grumman  in  the  early  1970s.  Joseph  G. 
Gavin  Jr.,  president  of  Grumman,  set  up 
a  study  team  to  look  for  new  enterprises. 
When  they  examined  the  potential  of 
solar  energy,  he  says,  "We  had  the  feel- 
ing it  was  like  a  page  out  of  science 
fiction,  and  at  the  beginning  it  was.  Then 
the  embargo  and  the  increase  in  oil 
prices  made  the  economics  of  the  thing 
begin  to  look  attractive. " 

When  Grumman  finally  committed  it- 
self to  producing  solar  collectors  and 
marketing  solar  heating  systems,  it  rap- 
idly became  one  of  the  major  manufac- 
turers. From  a  production  base  of  50,000 
square  feet  of  solar  collectors  last  year, 
the  company  will  grow  to  over  250,000 
this  year,  and  is  already  expanding  to  a 
West  Coast  plant.  It  expects  sales  to 
triple  next  year,  when  it  quite  likely  will 
be  the  largest  U.S.  manufacturer. 

Two  years  ago  the  entire  Grumman 
Energy  Systems  division  was  a  group 
consisting  of  15  people,  according  to  di- 
rector Ronald  B.  Peterson.  Now,  just  the 
engineering  department  has  60  people 
(only  12  fewer  than  the  total  employees 
at  Bob  Schlesingers  Rho  Sigma).  Grum- 
man is  spending  $1  million  on  solar  heat- 


ing advertising  this  year  (that's  equal  to 
two-thirds  of  Schlesinger  s  total  sales). 
"The  smaller  companies  can't  afford  this 
kind  of  thing,"  says  Peterson. 

What  is  luring  giants  like  Grumman 
and  General  Motors  into  the  fledgling 
solar  heating  field  is  a  startling  growth 
potential.  Adler  estimates  that  residen- 
tial and  commercial  heating  and  hot-wa- 
ter installations,  which  represented  only 
about  $50  million  in  1976,  will  amount  to 
nearly  $1  billion  by  1980.  Already,  pro- 
jects are  under  way  (a  $650,000  solar 


KTA's  Knapp:  "There's  going  to  be  an 
almost  insatiable  need  for  capital." 
That  works  in  the  big  companies'  favor. 


heating  plant  for  a  hospital  in  Connecti- 
cut) that  would  have  been  unheard  of  a 
year  or  two  ago. 

Solar  systems  to  provide  heat  and  hot 
water  for  homes  and  commercial  build- 
ings can  now  save  60%  to  75%  of  the 
energy  costs  of  doing  the  same  job  with 
oil  or  electricity.  They  are  reasonably 
enough  priced  that  a  homeowner  can 
recoup  his  investment  over  a  number  of 
years  (the  biggest  drawback  is  that  they 
must  be  backed  up  by  a  conventional 
system,  an  added  expense,  to  provide 
heat  on  sunless  days).  Some  estimates 
are  that  in  20  or  30  years  25%  of  the 
nation's  heating  and  cooling  needs  could 
be  provided  by  solar  energy.  With  the 
development  of  an  economical  photovol- 
taic cell,  through  which  sunlight  is  trans- 
formed into  electricity,  solar  power 
could  provide  4%  to  5%  of  the  nation's 
total  energy  needs. 

But  how  many  of  the  pioneers  will 
even  make  it  to  1985?  Says  Bill  Phillips, 
president  of  American  Heliothermal 
Corp.  of  Denver,  Colo.,  "I'm  not  naive 
enough  to  believe  we  can  do  battle  with 
the  PPGs  and  Reveres  of  the  world.  It 
may  be  more  judicious  for  us  to  consider 
getting  under  the  umbrella  of  a  larger 
company."  But,  for  now,  Phillips  is  re- 
jecting overtures  from  larger  companies 
and  negotiating  the  acquisition  of  an- 
other solar  firm,  Miromit  Ltd.  of  Israel. 

A  number  of  other  solar  manufacturers 
have  already  accepted  acquisition  by  a 
larger  firm  as  the  answer  to  their  capital 
needs.  Daystar  Corp.  of  Burlington, 
Mass.  first  took  investment  money  from 
Exxon  Enterprises  Inc.,  the  venture- 
capital  arm  of  Exxon,  and  has  since  be- 
come a  wholly  owned  subsidiary  of  the 
giant  oil  company.  "I  would  say  it's  virtu- 
ally impossible  for  a  small  guy  in  the 
money  market  today  to  do  anything," 
says  Senior  Vice  President  Gary  Nelson. 

InterTechnology/Solar  Corp.,  of  War- 
renton,  Va.,  pins  its  hopes  on  its  engi- 
neering capabilities:  it  not  only  manufac- 
tures and  markets  solar  systems,  but 
designs  them  specifically  for  individual 
projects.  Their  latest:  a  500-inmate  fed- 
eral prison  in  Bastrop,  Tex.  "Maybe 
we're  unique  in  that  we  have  a  manufac- 
turing ability,  but  basically  we're  an  en- 
gineering firm,"  says  solar  systems  mar- 
keting manager  Norris  L.  Beard. 

But  back  to  Bob  Schlesinger  s  Rho . 
Sigma,  Inc.  Because  it  specializes  in  one 
highly  technical  component  of  a  solar 
heating  system — the  intricate  control 
units — Rho  Sigma  is  able  to  sell  to  every- 
one in  the  industry  and  will  probably  be 
a  survivor  in  the  solar  business.  But  even 
Schlesinger  concedes  that  going  it  alone 
may  not  be  in  the  cards  for  his  fledgling 
company.  Would  he  consider  an  acquisi- 
tion offer  from  a  larger  firm?  "Only  dum- 
mies go  around  slamming  doors  in  peo- 
ples' faces,"  he  says.  ■ 
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Nothing 
beats 

a  tax  shelter 

come 

tax  time. 


Except  when  it  doesn't  fit 


Provident  Mutual's  contracts  are  de 
signed  for  the  latest  government- 
approved  tax-sheltered  retirement 
plans.  And  ready  to  be  tailored  to 
the  way  you  shape  up. 

Ask  a  Provident  Mutual  repre- 
sentative. He  or  she  will  have 
valuable  insights  into  the  do's 
and  don'ts  of  tax  shelters  as 
they  apply  to  our  contracts  and 
to  your  income,  your  expectations, 
your  objectives.  You'll  also  learn 
about  our  remarkable  new  line  of 
"custom-plus"  policies. 


A  selection  of  policies,  some  with 
low-starting  premiums  that  increase 
gradually  over  a  10-year  period; 
some  with  high  cash  values  for 
emergencies  and  retirement;  others 
with  lower  cash  values  and  more 
protection.  Or  no  cash  values 
if  your  need  is  term  insurance. 
All  ready  to  be  custom  tailored. 
That's  the  step  that  matters,  of 
course.  Because  just  as  your 
dress  shirt  should  fit  properly, 
so  should  your  life  insurance 
program. 


PROVIDENT 
MUTUAL 

LIFE  INSURANCE  COMPANY 
OF  PHILADELPHIA 


Home  Office:  4601  Market  Street,  Phila.,  Pa.  19101 

Selected  Mutual  funds  through  our  subsidiary.  PML  Securities  Company 


2  out  of  3  Provident  Mutual  policyowners  are  business  executives,  middle  management  people,  or  members  of  a  profession. 

Because  we  tailor  expressly  for  them. 


Goldman  Sachs 
asks  Ohio  Edison  I 
about  fuels  for 

tomorrow. 


The  following  is  from  conversations 
between  Goldman  Sachs  and  Ohio  Edison 
in  New  York  City. 


Liu:  At  the  present  time,  more  than  90  per  cent  of 
your  energy  comes  from  coal.  In  10  years  you  antici- 
pate 50  per  cent  coal  and  50  per  cent  nuclear.  What 
other  energy  sources  do  you  envision  Ohio  Edison 
using  in  the  future? 

White:  The  one  everyone  talks  most  about  is  solar 
power.  But  we  are  a  long,  long  way  from  being  able 
to  do  any  substantial  amount  of  generation  of  elec- 
tricity from  solar  power.  Some  installations  can  bef 
used  for  home  heating,  but  they  must  be  supplemented 
with  gas,  oil  or  electricity.  There's  also  a  great  deal 
of  interest  in  wind  power,  but  it  has  the  same  basic 
weakness  as  solar  power.  The  sun  doesn't  shine  all 
the  time,  and  the  wind  doesn't  blow  all  the  time.  Work 
also  is  being  done  with  geothermal  energy,  but  it  is 
a  very  costly  method  to  use. 

Liu:  Do  you  feel  any  one  of  these  methods  will 
prove  feasible? 

White:  It's  hard  to  say  what  the  ultimate  develop- 
ment of  any  of  these  will  be,  but  most  people  who  are 
knowledgeable  don't  look  for  any  sizable  amount  of! 
energy  from  any  of  these  sources. 

Liu:  Then  you  don't  feel  you'll  use  any  of  these 
methods  if  they  become  available. 

White:  We  feel  we  cannot  just  sit  by  and  wait  for 
these  things  to  come  along  —  if  they  do.  We're  going 
ahead  with  construction  of  nuclear  units  and  coal 
units,  and  I  feel  quite  sure  — at  least  for  the  rest  of 
this  century  —  practically  all  of  our  generation  will  be 


J.R.  White  is  President  of  Ohio  Edison.  from  one  Or  the  Other  of  these  sources. 


Beaver  Valley  Nuclear  Generating  Station 
—  near  Shippingport,  Pa. 


Containment  vessel  construction  on  Unit  2 
—  Beaver  Valley  Station. 


Coal  storage  pile  at  Bruce  Mansfield  Gener- 
ating Plant  —  Shippingport,  Pa. 


'Tor  the  rest  of  this 
century,  practically,  all 
of  our  generation  will  be 
■■nuclear  or  coal  sources" 

Ohio  Edison 


Statistical  Spotlight 


"It's  a  naive  domestic  crude  without  any  breeding  but  I  think  you  II  be 
amused  by  its  price,   (with  thanks,  and  apologies,  to  James  Thurber) 

Oil  Buyouts — A  Sellers*  Market 

As  the  bidding  mounts  for  small  oil  companies,  the  prices  are  getting  above 
the  theoretical  value  of  the  reserves.  But  the  buyers  aren't  stupid. 


While  Congress  and  the  Carter  Admin- 
istration wrangle  over  the  details  of  a 
new  energy  policy  for  the  U.S.,  some  big 
companies  are  betting  large  sums  on  do- 
mestic oil  and  gas  as  a  good  investment. 

The  interest  in  buying  small  oil  com- 
panies to  get  possession  of  their  petro- 
leum reserves  is  not  new;  it  has  been 
going  on  ever  since  the  Organization  of 
Petroleum  Exporting  Countries  quadru- 
pled the  price  of  oil.  What  is  new,  how- 
ever, is  that  the  trend  has  accelerated  at 
a  time  when  the  Administration  seems 
committed  to  a  policy  of  preventing  peo- 
ple who  own  oil  from  realizing  anything 
like  its  true  market  value. 

International  Telephone  &  Telegraph 
recently  paid  $133  million  worth  of  its 
stock  for  Eason  Oil  Co.,  of  Oklahoma,  a 
small  independent  oil  and  gas  producer. 
American  Airlines  in  June  completed  the 
purchase  of  Howard  Corp.,  of  Dallas,  for 
$57  million.  St.  Joe  Minerals  this  year 
bought  Coquina  Oil  Corp.,  a  Midland, 
Tex. -based  indeptiident  producer,  for 
$43  million  worth  of  its  stock.  And  Supe- 
rior Oil  has  just  agreed  to  pay  $164  mil- 
lion for  Austral  Oil,  a  $20-million-rev- 
enues  Houston-based  owner  of  old  oil 
and  gas  reserves  in  the  U.S.  and  part  of  a 
large     gas     production     venture  in 


Indonesia. 

Superior,  which  already  owned  20%  of 
Austral,  decided  to  pick  up  the  rest  after 
Austral  received  bids  for  its  assets  from 
Gulf  Oil,  Sun  Oil,  Ashland  Oil  and  Terra 
Resources,  the  production  arm  of  a  refin- 
eries cooperative.  At  one  time  this  year 
18  companies  expressed  an  interest  in 
bidding  for  Austral's  13  million  barrels  of 
domestic  oil  and  natural  gas  liquids  and 
116  billion  cubic  feet  of  gas. 

Independent  producers  in  Texas  and 
Oklahoma  hear  more  and  more  these 
days  from  companies  outside  the  indus- 
try who  want  into  the  business,  either 
through  acquisition  or  through  participa- 
tion in  exploration. 

Kennecott  Copper,  which  received  $1 
billion  in  its  forced  divestiture  of  Pea- 
body  Coal,  has  been  looking  over  possi- 
ble acquisitions  in  the  oil  and  gas  busi- 
ness for  almost  six  months. 

What  is  the  big  attraction?  Simply  that 
domestic  oil  and  gas  are  and  will  contin- 
ue to  be  urgently  needed  commodities, 
with  gas,  as  one  oilman  put  it,  "a  lead 
pipe  cinch"  and  oil  more  problematical 
because  of  potentially  abundant  supplies 
in  the  world.  The  lure  of  natural  gas 
hangs  on  more  than  the  chance  that 
prices  will  be  deregulated  in  the  energy 


legislation  emerging  from  Congress.  It 
is,  more  fundamentally,  that  gas  is 
scarce,  and  even  without  deregulation 
prices  will  edge  up. 

For  example,  plans  are  under  way  to 
import  Mexican  natural  gas  at  $2.60  to 
$2.80  per  thousand  cubic  feet  (mcf), 
while  U.S.  gas  prices  in  the  interstate 
market  are  fixed  at  $1.47  tops.  The  Car- 
ter Administration  proposed  $1.75  for 
new  U.S.  gas.  In  oil,  government-con- 
trolled prices  range  from  $5.23  per  bar- 
rel to  $11.49  per  barrel — depending  on 
when  production  began — while  import- 
ed oil  is  being  landed  in  the  U.S.  for 
$14.50  a  barrel. 

This  oil  and  gas  may  never  sell  at  the 
full  world  market  price,  but  the  very 
cheapness,  legally  enforced,  of  U.S.  re- 
serves makes  it  all  but  certain  that  the 
prices  will  rise.  Thus,  even  at  premium 
prices,  reserves  in  the  ground  could 
prove  to  be  an  excellent  investment,  a 
hedge  against  higher  fuel  prices  for  ener- 
gy-consuming businesses. 

The  enormous  imports  of  foreign  oil 
are  placing  an  increasing  burden  on  the 
U.S.  balance  of  payments,  and  programs 
to  encourage  more  domestic  production 
are  being  discussed  in  Congress  and  the 
government.  But  when  all  the  rhetoric  is 
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The  business  pain  Pitney  Bowes  can  remove. 


"This  address  is  wrong,  Alice.  It's  33  Third  Street. 
Not  3  Thirty-Third  Street!  You've  got  a  case  of  Paperalysis!" 


SYmPTOmS:  TYPMG  AN  RETYPING 

ADORESSES.Treatment:  Use  a 

Pitney  Bowes  Addresser- 
printer  System.  Put  each 
address  on  a  metal,  plastic, 
or  type-it-yourself  foil  plate. 
Then  imprint  as  needed. 


SYmPTomS:  LiCKinc  Ann  stick  me 

STAmPS.  Treatment:  Meter 
stamp  your  mail  with  a  Pitney 
Bowes  postage  meter  mailing 
machine.  It's  faster  and  neater. 
And  you  can't  lose  a  meter  stamp. 


SYmPTOmS:  COPYMG  ADD  THEII 
COLLATMG  BYHAHD.Treatment: 

Make  37  clean  sharp  plain 
bond  copies  a  minute  with  a 
Pitney  Bowes  PBC"  Copier. 
Then  collate  the  copies  many 


times  faster  than  you  could  by  hand  with  a  Pitney 
Bowes  automatic  collator. 

For  complete  information  on  how  paperalysis 
slows  your  business  down,  and  how  Pitney  Bowes 
paperhandling  products  and  systems,  including  the 
new  Pitney  Bowes  PBC  plain  bond  copier,  can  help 
speed  it  up,  write  us:  Pitney  Bowes,  1784  Pacific 
Street,  Stamford,  Conn.  06904,  or  call  toll  free 
anytime  800-243-5676.  (In  Conn.  1-800-882-5577.) 
Over  400  sales  or  service  points  throughout  the 
U.  S.  and  Canada.  Postage  Meters,  Mailing 
Systems,  Copiers,  Counters  and  Imprinters, 
Collators  and  Finishing  Systems,  Addresser- 
printers,  Labeling  and  Marking  Systems. 

=f  =  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


Statistical  Spotlight 


Gushers? 


On  May  1,  1976  Forbes  reported  broker  Peter  Treves' 
(Treves  &  Co.)  enthusiasm  for  small  oil  companies  that 
were  candidates  to  be  bought  by  other  oil  companies. 
Since  then,  the  Dow  jones  industrials  have  come  down 
by  some  1 50  points,  but  many  of  Treves'  selections  have 
soared:  Petro-Lewis,  for  example,  from  under  10  to  29; 


Hamilton  Brothers  Petroleum,  from  1  2  to  18.  Several  of 
the  stocks  mentioned  were  indeed  taken  over — and  at 
handsome  profits  for  year-ago  buyers:  Austral  Oil  and 
Kewanee,  for  example.  Below  are  56  small  oil  compa- 
nies, ranked  by  price  to  appraised  net  worth  per  share  as 
calculated  by  John  S.  Herold  Inc.,  petroleum  consultants. 
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RpVen  ueS 

^Aci  rkt?( 

Latest 

Reserves* 

Per  Common  Share 

Price 

Fiscal 

Oil 

Gas 

Present  Value 

Appraised 

Price 

per  $1 

Year 

/mil 

(mil. 

fbil.  cu. 

of  Reserves* 

Net 

Recent 

Range 

Appraised 

Current 

Company 

(mil.) 

bbls.) 

feet) 

Oil 

Worth* 

Price 

1976-77 

Net  Worth 

Yield 

Hamilton  Bros.  Petroleum 

$  38 

33 

312 

21.51 

35.86 

48.00 

18% 

25%-  9% 

$  .38 

none 

Forest  Oil 

55 

6 

460 

11') 

J.  I  L 

34.85 

17% 

24  -13% 

.51 

4.3% 

Energy  Reserves  Group 

60 

26 

235 

1.85 

2.25 

4.80 

2% 

2%-  1% 

.52 

none 

Argo  Petroleum 

8 

I J 

l  5 

15.71 

1.76 

1  O  7t 

12 

12%-  5% 

.61 

0.8 

Southland  Royalty 

128 

107 

1,100 

27.75 

48.15 

64.35 

39% 

47   -20  % 

.62 

1.7 

Premier  Resources 

3 

1 

29 

.40 

2.55 

2.55 

1% 

2%-  % 

.64 

none 

Louisiana  Land  &  Exploration 

350 

181 

1,046 

in  ii, 

1 0.40 

o  i  r 
o.  1  > 

37.30 

23% 

31%-22 

.64 

5.0 

Sabine 

45 

29 

205 

20.75 

14.20 

41.85 

27% 

33%-17% 

.65 

1.8 

Felmont  Oil 

22 

8 

1 32 

6.45 

16.65 

31 .60 

20% 

24%-  8 

.66 

1.0 

Belco  Petroleum 

359 

108 

675 

20.25 

23.45 

43.20 

30 

34%-13% 

.69 

3.3 

Wiser  Oil 

26 

12 

95 

36.30 

30.10 

84.25 

59 

72  -31% 

.70 

4.4 

Triton  Oil  &  Gas 

10 

3 

16 

2.22 

1 .47 

8.20 

5% 

10%-  1% 

.70 

none 

General  American  Oil  Texas 

121 

95 

602 

45.24 

22.33 

77.05 

55  % 

69%-34% 

.72 

1.8 

Barnwell  Industries 

5 

2 

90 

2.40 

1 3.60 

1 3.80 

9% 

10%-  6% 

.72 

2.0 

Mitchell  Energy  &  Development 

171 

15 

423 

6.85 

20.90 

42.30 

30'/2 

37%-  9 

.72 

0.4 

Shenandoah  Oil 

34 

18 

223 

19.65 

21.75 

25.40 

18% 

33  -17% 

.73 

none 

Amarex 

8 

2 

100 

3.70 

18.25 

21.80 

16% 

21%-  6% 

.76 

none 

TransOcean  Oil 

38 

23 

260 

6.00 

8.40 

19.15 

14% 

16   -  8% 

.76 

none 

Buttes  Gas  &  Oil 

136 

9 

1  20 

8.70 

8.70 

20.40 

15% 

30%-15 

.77 

1.0 

Flying  Diamond  Oil 

43 

3 

1 08 

5.90 

1 1 .95 

28.40 

21% 

26%-13% 

.77 

none 

Helmerich  &  Payne 

73 

13 

265 

6.85 

13.55 

42.75 

34  % 

38%-20% 

.80 

0.8 

Noble  Affiliates 

120 

24 

160 

14.30 

1 1 .30 

37.60 

31% 

33  -11% 

.84 

0.9 

Texas  International 

93 

12 

57 

5.53 

2.00 

11.60 

9% 

12%-  5% 

.85 

none 

Universal  Resources 

11 

4 

53 

6.15 

10.50 

1 7.35 

14% 

18%-  4% 

.86 

2.0 

Ocean  Drilling  &  Exploration 

214 

95 

1 73 

14.12 

4.09 

36.85 

32 

37%-23% 

.87 

0.6 

Supron  Energy 

29 

8 

390 

5.15 

31.40 

37.75 

33 

34  -11% 

.87 

0.9 

Equity  Oil 

10 

10 

9 

13.93 

1 .23 

17.85 

15% 

21%-  6% 

.88 

3.2 

Webb  Resources 

8 

3 

10 

3.50 

2.25 

12.50 

11 '/4 

13%-  4% 

.90 

none 

Wainoco  Oil 

6 

2 

70 

2.20 

6.40 

8.60 

7% 

9%-  2% 

.90 

none 

Pogo  Producing 

130 

50 

750 

5.55 

7.95 

14.10 

13 

17  -10% 

.92 

none 

Petro-Lewis 

17 

6 

67 

20.51 

14.41 

30.75 

29% 

31    -  6% 

.95 

none 

Burns,  R.L. 

27 

4 

108 

2.70 

11.60 

11.70 

11% 

17   -  9% 

.95 

1.8 

Adobe  Oil  &  Gas 

37 

13 

83 

6.90 

4.20 

15.30 

16 

18%-  9% 

1.05 

1.0 

Texas  American  Oil 

27 

4 

24 

3.10 

1.95 

4.75 

5% 

7%-  1% 

1.13 

none 

Great  Basins  Petroleum 

11 

3 

272 

.45 

5.70 

6.80 

7% 

10%-  2% 

1.16 

none 

Worldwide  Energy 

8 

5 

72 

2.24 

2.35 

4.65 

5% 

6%-  1  % 

1.16 

none 

Austral  Oil 

20 

18 

309 

12.50 

18.10 

29.30 

34 

39%-11% 

1.16 

none 

Mesa  Petroleum 

99 

40 

1,700 

8.89 

28.58 

33.30 

44 'A 

47  -19 

1.33 

0.9 

C  &  K  Petroleum 

16 

6 

40 

6.80 

6.43 

12.80 

17% 

28%-  5% 

1.37 

0.9 

McMoran  Exploration 

10 

1 

82 

0.93 

9.31 

8.30 

12% 

17%-  5% 

1.51 

0.8 

Patrick  Petroleum 

41 

7 

34 

4.85 

2.95 

8.20 

12% 

19%-  6% 

1.54 

none 

Woods  Petroleum 

28 

5 

130 

3.90 

8.30 

13.35 

22% 

30   -  6% 

1.68 

1.3 

Houston  Oil  &  Minerals 

125 

31 

634 

4.65 

20.75 

20.95 

36% 

42%-  7% 

1.74 

2.2 

Damson  Oil 

11 

1 

45 

1.25 

5.70 

6.20 

11 

11    -  3% 

1.77 

none 

American  Quasar  Petroleum 

17 

5 

155 

3.90 

13.50 

16.50 

31% 

36%-  8% 

1.89 

none 

Ocean  Oil  &  Gas 

10 

13 

50 

7.25 

7.90 

9.30 

17% 

21%-10% 

1.91 

none 

Tom  Brown 

33 

6 

50 

6.27 

4.00 

17.13 

35 '/4 

37%-1 1  Va 

2.06 

none 

Inexco  Oil 

52 

13 

130 

6.85 

4.95 

10.80 

24  % 

29%-  6% 

2.25 

0.4 

Crown  Central  Petroleum 

512 

11 

172 

21.90 

20.55 

66.60 

26% 

34%-14% 

.40 

2.2 

Pauley  Petroleum 

69 

14 

20 

8.57 

1.47 

13.45 

6 

8%-  4% 

.45 

none 

Natomas 

407 

151 

158 

50.15 

11.10 

59.00 

34% 

45%-20% 

.59 

4.6 

Reading  &  Bates 

206 

35 

32 

13.07 

1.35 

32.95 

21% 

24  -15% 

.66 

4.6 

Crystal  Oil 

169 

10 

62 

16.25 

6.20 

23.20 

17% 

18%-  7% 

.74 

2.3 

Texas  Oil  &  Gas 

389 

53 

733 

9.60 

17.40 

37.85 

29% 

34%-13% 

.79 

0.9 

Mountain  Fuel  Supply 

181 

30 

736 

22.80 

N.A. 

37.00 

37% 

48%-30% 

1.02 

5.3 

Southern  Natural  Resources 

682 

10 

82 

4.15 

3.70 

23.85 

30 

31%-23% 

1.26 

3.5 

*  Source:  John  S.  Herold  Inc.  Oil  reserves  include  crude,  condensate  and  gas  liquids  U.S.  reserves  are  proved  and  net  after  deducting  royalties  and  other  equity  interests.  Because  of  the  widely 
varying  interests  of  governments  in  Canada  and  overseas,  it  is  often  more  practical  to  work  with  gross  reserves  in  these  areas  with  government  share  treated  as  an  operating  cost. 
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finished,  there  is  really  only  one  way  to 
accomplish  this,  which  is  to  let  the  prices 
rise.  And  this  can  only  be  good  for  peo- 
ple who  own  oil  and  gas  or  know  how  to 
find  it. 

Any  gas  discovered  overseas  must  be 
liquefied  to  be  transported.  The  whole 
process  of  expensive  plants  and  tankers 


makes  liquefied  natural  gas  cost  at  least 
$3.50  per  mcf  in  the  U.S.  But  U.S. 
domestic  gas,  if  production  commenced 
before  1973,  costs  53  cents  per  mcf  in  the 
interstate  market  today.  Post- 1975  gas 
may  be  sold  right  now  for  as  much  as 
$1.47.  The  only  change  in  those  prices 
can  be  upward.  As  one  independent  pro- 
ducer put  it:  "Higher  prices  are  certain 
down  the  line.  Sentiments  are  changing, 
even  in  the  eastern  newspapers." 

So  it  is  not  surprising  that  premiums 
are  sometimes  being  paid  in  the  current 
purchases  of  oil  and  gas  reserves.  ITT 


paid  the  equivalent  of  $74  a  share  for 
Eason  Oil  when  the  market  price  of  Ea- 
son  was  in  the  mid-40s.  The  giant  con- 
glomerate bought  5.5  million  barrels  of 
oil  reserves  and  96  billion  cubic  feet  of 
gas  in  that  acquisition.  But  the  contract 
prices  under  which  production  from 
those  reserves  sells  today  cannot  account 


for  the  purchase  price. 

St.  Joe  Minerals  received  a  mere  2.5 
million  barrels  of  oil  and  24  billion  cubic 
feet  of  gas  in  its  $43-million  purchase  of 
Coquina.  And  Superior's  $36-a-share 
price  for  Austral  was  significantly  higher 
than  the  $29.30  breakup  value  that  ap- 
praiser John  S.  Herold  Inc.  put  on  Aus- 
tral's  shares.  Superior  put  a  higher  value 
on  Austral's  share  of  the  Huffco  project 
in  Indonesia  (Forbes,  Sept.  1)  than  did 
Herold. 

So  oilmen  who  see  the  premiums  be- 
ing paid  and  wonder  at  the  prices  are 


looking  at  the  wrong  end  of  things, 
thinks  C.W.  (Cliff)  Rackley,  the  presi- 
dent of  Tenneco  Oil  division  of  Tenneco 
Inc.  Three  years  ago,  Rackley  says,  he 
surprised  the  industry  by  paying  $250 
million  for  La  Terre  Oil  &  Gas  Co.,  a 
Louisiana  producer.  La  Terre's  daily 
production  of  2,600  barrels  of  oil  and 
120,000  mcf  of  gas  helps  pay  offTenne- 
co's  investment.  Meanwhile  Rackley  was 
able  to  buy  outright  187,000  acres  of 
explorable  land  around  La  Terre's  pro- 
ducing field.  "It's  a  tradition,"  he  says, 
"that  prolific  fields  tend  to  have  other 
deposits.  When  the  prices  are  high 
enough,  you  can  take  the  time  to  look  for 
the  subtle  geological  traps.  La  Terre  is  a 
project  for  the  long  pull,  for  20  years, 
because  with  natural  gas  I've  got  a  prod- 
uct that  the  consumer  wants  and  will 
continue  to  want." 

That  expresses  as  well  as  anything  the 
attraction  of  gas  today.  Independent  pro- 
ducers are  receiving  interested  phone 
calls  almost  daily  from  big  companies 
with  cash  flow  to  invest.  But  they  haven't 
been  in  a  rush  to  sell  their  companies — 
conditions  in  the  business  being,  in  the 
understated  words  of  a  Texas  oil  banker, 
"not  all  that  tough  these  days.  ■ 


". . .  As  one  independent  producer  put  it:  'Higher  [natural 
gas]  prices  are  certain  down  the  line.  Sentiments 
are  changing,  even  in  the  eastern  newspapers'  .  .  ." 
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Florida  Everglades  

The  Naturists 


. .  Pollution  control  systems  provided  by  our  equipment  financing/leasing  subsidies 
one  of  the  largest  in  the  U.S.,  gives  industry  the  means  to  protect  the  environment  f 
:uture  generations.  Consider  the  source. 

MANUFACTURERS  HABP  R 
The  financial  source.Worldwide. 


There's  more 

than  one  way  on  our 

road  to  success. 


If  there's  one  point  to  make  about  White  Consolidated 
Industries,  it's  the  two  different  ways  we  go 
about  growing. 

One  way  is  with  our  consumer  products  group, 
primarily  major  home  appliances  with  such 
names  as  White-Westinghouse,  Kelvinator, 
Gibson,  plus  private  label  brands. 

The  other  way  is  with  our  industrial  group. 
Thirty  companies  with  names  that  include 
Blaw-Knox,  Bullard,  Whitin-Roberts, 
Sarco,  Hupp,  King  Press,  and  more. 

What's  especially  nice  about  these  two 
groups  is  the  uncommon  stability 
they  give  us,  even  though  there  have  been  some 
dips  and  curves  in  the  road. 

Last  year,  for  example,  our  consumer 
group  lagged  along  with  the 
economy  in  general,  but  our  industrial 
group  did  so  well  we  still  had  a  record 
year  overall. 

During  the  first  six  months  of  1977, 
both  groups  performed  well  despite 
the  common  weather-related  problems 
of  the  first  quarter  and  continued 
economic  uncertainties  in  both  the 
consumer  and  industrial  sections.  Good  enough,  in  fact, 
to  make  it  the  best  second  quarter  in  our  history 
and  the  second  best  six  months. 

W'hite  Consolidated  Industries.  One  way  or  another, 
we're  on  the  road  to  success. 

What  more  could  we  wish?  That  one  of  these  days 
we  might  have  it  both  ways. 


White  Consolidated  Industries,  Inc. 


Cleveland.  Ohio  44111 


For  our  new  Information  Kit,  write  Ronald  Fountain, 
Director  of  Investor  Relations. 


Panacea,  Placebo, 
Nostrum,  Amen  

Shaklee  Corp.  got  rich  on  its  founder's  tent-show  formulas. 


Out  of  nature  boy  Bernarr  MacFadden, 
by  "Professor"  Santinelli,  the  noted  car- 
nival hypnotist  and  mountebank — that's 
the  career  genesis  of  "Dr."  Forrest  Shak- 
lee, the  octogenarian  founder  and  guid- 
ing light  of  Shaklee  Corp.  Shaklee's 
products  and  selling  methods  are  some- 
what controversial,  but  there's  no  con- 
troversy on  Wall  Street  about  the  com- 
pany's success.  In  a  sick  stock  market, 
Shaklee's  shares  soared  from  as  low  as  7 
last  year  to  as  high  as  39  this  year. 

Shaklee  is  the  dispenser  of  the  $245 
million  worth  of  food  supplements,  cos- 
metics and  household  items  that  are  sold 
by  doorbell  ringers  and  party  throwers 
throughout  the  country.  Its  army  of  self- 
employed  salespeople  can  rake  in  an  ag- 


gregate $100  million  a  year  in  Shaklee 
bonuses  and  incentive  awards.  Most  of 
these  salespeople  are  housewives  and 
moonlighters  who  do  it  for  pocket  mon- 
ey. But  a  handful  are  $100,000-a-year 
master  coordinators.  All  espouse  the  vir- 
tues of  Shaklee  in  private  and  in  group 
sales  sessions  with  an  evangelistic  sales 
pitch  updated  but  basically  unchanged 
from  the  days  of  sideshow  medicine  men 
and  backwoods  faith  healers. 

There's  profit  aplenty  for  everyone.  In 
less  than  20  years  Shaklee  itself  has 
grown  from  a  home-basement  operation 
into  a  cash-rich  business  that  could  earn 
$18  million  this  year — 45%  on  stock- 
holders equity.  Shaklee  has  been  touted 
as  "another  Avon"  on  Wall  Street,  and  its 


stock  (56%  owned  by  the  Shaklee  family) 
now  has  a  total  market  value  of  $160 
million,  a  huge  premium  over  its  book 
value  of  $40  million. 

Investigations  by  federal  regulatory 
agencies  (the  Federal  Trade  Commis- 
sion, the  Food  &  Drug  Administration) 
have  failed  to  slow  Shaklee's  growth  or 
investor's  enthusiasm. 

To  understand  the  Shaklee  mystique 
and  sales  power,  throw  in  a  half  cup  of 
Avon  lady  and  two  quarts  of  the  oldtime 
religion.  Then  simmer  the  mixture  over 
this  seminal  moment  in  the  making  of 
Forrest  Shaklee  Sr. 

Shaklee  was  just  a  young  stripling  in 
the  early  days  of  the  century,  getting 
wise  to  the  ways  of  the  barnstormers  and 
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Shaklee's  Independent  Distributors 


There  is  no  easy  composite  picture  of  the  successful 
Shaklee  distributor.  He  may  have  been  a  cop,  a  stockbro- 
ker, a  teacher  or  a  high  school  dropout.  In  Minnesota,  one 
of  Shaklee's  strongholds,  a  number  of  distributorships  are 
held  by  Mormons.  In  San  Francisco,  Shaklee's  backyard, 
even  the  wife  of  est  movement  founder  Werner  Erhard 
once  sold  Shaklee  products. 

Shaklee  distributors  gradually  build  their  own  sales 


forces,  becoming  first  supervisors,  then  coordinators, 
while  their  intomes  grow  on  their  override  on  their  orga- 
nizations' sales.  Some  150  Shaklee  coordinators  currently 
gross  between  $50,000  and  $100,000  a  year,  while  an- 
other 30  make  over  $100,000.  Once  in  that  bracket,  a 
Shaklee  coordinator  is  eventually  able  to  retire  at  half  his 
previous  income.  The  rest  of  his  override  goes  to  Shaklee. 
Below  are  profiles  of  three  Shaklee  sales  leaders: 


Pioneer:  People  like  Bettv  Brown  are  helping  Shaklee 
expand  in  such  markets  as  metropolitan  New  York.  She 
finds  selling  Shaklee  more  rewarding  than  teaching. 


"People  Who  Sell  Shaklee 
Are  Never  Without  Money" 

In  an  Upper  West  Side  apartment  in  New  York  City 
recently,  senior  supervisor  Betty  Brown,  40,  told  a  meeting 
of  Shaklee  distributors;  T  don  t  understand  people  who 
walk  around  without  a  dime  in  their  pockets.  People  who 
sell  Shaklee  are  never  without  money. 

A  computer  printout  card  with  her  monthly  bonus  of 
SI, 400  is  passed  around  to  the  half-dozen  impressed  distrib- 
utors. Then  Brown  switches  her  enthusiasm  to  the  product 
itself.  She  introduces  one  of  the  distributors — an  old  man 
who  had  been  ill  since  his  wife's  death.  Medicine  hadn  t 
helped  But  since  taking  Shaklee  products  he  could  say: 
"I  m  all  right  now;  much  improved."  And  another  story  by 
an  overweight  gent  who  had  lost  15  pounds  since  taking 
Shaklee.  Betty  Brown  admonishes  her  listeners  about  mak- 
ing health  claims  for  Shaklee  products,  especially  putting 
them  in  writing. 

Brown  was  making  about  SIT. 000  a  year  as  a  teacher  with 
ten  years  in  the  New  York  City  public  school  system  when 
she  joined  her  mother  in  the  Shaklee  organization  in  1974. 
"I  started  to  realize  that  a  business  of  my  own  might  be 
better.  After  all.  you  are  your  own  boss."  She  talks  about 
professional  opportunities,  self-improvement  and  leader- 
ship skills,  but  admits,  T  also  saw  trips  to  California  and  a 
Shaklee  bonus  car  and  bonus  checks' — incentives  that  were 
absent  in  the  New  York  school  system. 

Now  she  makes  better  than  S22.000  a  year  and  is  bucking 
for  a  coordinator  s  position.  On  top  of  it  all  says  saleswoman 
Brown.  "The  money  is  only  an  indication  of  how  many 
people  you've  helped. 


■carnival  men  who  brightened  life  in  the 
flat  midwestern  farm  country  where  For- 
rest Shaklee  grew  up.  If  today's  kids  stay 
ahead  being  streetwise,  there  was  a  spe- 
cial aura  in  those  days  to  the  lads  who 
became  carnival-wise.  Young  Forrest 
Shaklee  was  learning  the  ropes.  He  had 
been  raised  on  touring  Chautauqua 
shows  and  William  Jennings  Bryan.  Lat- 
er, he  assisted  physical  culture  guru  Ber- 
narr  MacFadden  on  his  health  magazine 
promotion  tours  and  learned  how  to  fool 
audiences  with  awesome-looking  weight- 
lifting  feats. 

Shaklee  s  coming  of  age  as  a  showman 
was  the  night  he  volunteered  to  help  the 
then  well-known  hypnotist  "Professor" 
Santinelli  before  a  packed  house  in  Bock 
Island.  III.  "Look  into  my  eyes,"  said 
Santinelli.  Young  Forrest  looked.  "Place 
your  hands  on  my  shoulders,"  said  San- 
tinelli. Shaklee  placed.  Then  Santinelli 


did  his  abracadabra  and  presto!  resource- 
ful Shaklee  knew  just  how  to  lean  his 
weight  so  that  the  hypnotist  got  the  de- 
sired effect  of  superstrength.  The  ap- 
plause rang  down  and  Forrest  Shaklee 
had  himself  a  job. 

Later,  he  heard  his  new  mentor  lec- 
ture: "What  you  think,  you  look;  what 
you  think,  you  do;  what  you  think,  you 
are.  "  Young  Shaklee  finally  had  himself  a 
philosophy  he  could  relate  to.  Today  a 
round-faced,  smiling.  All-American 
grandpa,  Shaklee  says.  "I  don  t  mean 
that  everyone  is  what  he  thinks  he  is. 
But  what  he  thinks,  that  s  what  he  is. 
The  power  of  positive  thinking. 

Shaklee  s  aptly  titled  biography.  When 
X  attire  Speaks,  purportedly  describes 
his  lifelong  pursuit  of  fame  and  fortune. 
It  included  life;  1)  as  one  of  the  earliest 
film  distributors  (he  once  fired  a  brash 
helper  who  later  became  the  famous 


showman  Billy  Bose);  2)  as  the  famous 
flying  chiropractor  who  had  a  Daven- 
port. Iowa  parade  in  his  honor  featuring 
a  50-foot  replica  of  a  human  spine;  3)  as 
an  inventor  who  once  witnessed  his  in- 
ventor pals.  deaf.  82-year-old  Thomas 
Edison  and  61-year-old  Harvey  Fire- 
stone, crumple  to  the  floor  of  Edison's 
lab  in  a  protracted  wrestling  match  while 
Shaklee  and  Henry  Ford  cheered  them 
on;  4)  as  an  inspiring  lecturer  whose 
favorite  topic  was  "Thoughtsmanship 
...  .  i.e.,  "the  trouble  with  most  people 
is  that  they  emulate  the  humble  sheep 
.  .  .  blah,  blah  ;  and  5)  as  the  founder  of 
Shaklee  Corp.  with  his  two  sons,  Forrest 
Jr.  and  Baleigh,  one  an  insurance  sales- 
man, the  other  an  accountant.  That  last 
was  in  1956  in  Oakland.  Shaklee  was 
over  60  and  coming  into  his  own  as  an 
amateur  nutritionist. 

Among  the  early  products  were  Pro- 
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[  rent  a  Xerox* 9200." 


'Tor  the  same  money,  I  can 
rent  an  AM  4250HR 
high-volume  duplicator, 
redecorate  our  offices,  hire 
an  additional  secretary,  and 
buy  two  new  company  cars!' 

Hundreds  of  our  AM  customers  are  saving 
$20,000  a  year  and  morer  compared  with  the 
Xerox  9200  high-volume  plan.  They  find  the 
AM  4250MR  to  be  a  productive,  versatile 
duplicator  that  turns  out  copies  of  excellent 
quality.  If  your  oganization  has  a  duplicating 
volume  of  100,000  to  500,000  copies,  AM  can 
help  make  1978  the  year  you  save. 

Executive  analysis  of  your 
high-volume  duplicating  needs. 

Get  AM's  straight-talk  story  on  high-volume 
duplicating  costs  in  just  a  few  minutes,  right  at 
your  desk.  Then,  authorize  us  to  spend  about 
an  hour  with  your  duplicating  facility  manager, 
and  we  can  prepare  an  executive  analysis  that 
directly  compares  costs  between  your  present 
methods,  our  systems,  and  competitive  systems. 
Call  your  local  AM  sales  office  or  write  National 
Th©  Marketing  Manager  Paul  Morgan, 

Straight  Talking  }  834  w Jden  office  Square, 

Copy  People.       Schaumburg,  Illinois  60 1 96 . 


<§> 
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•"Xerox"  is  a  registered  trademark  of  Xerox  Corporation 


tFor  example,  under  Xerox's  annual  high  volume  plan  (April  1,  1977),  a  Xerox  9200 
user  pays  $3,062  to  run  325,000  copies  a  month  (at  10  copies  per  original)  Plus  about 
$455  more  for  supplies,  not  including  paper  The  AM  4250MR  can  deliver  the  same 
number  of  8'/2  "  x  ll"  copies  for  just  $1,595,  including  all  supplies  except  paper 
The  savings  come  to  over  $23,000  annually 


Too  bad  judges  can't 
read  this  to  a  jury. 

In  a  small  Florida  town,  a  decorative  boulder  rests  on  the 
median  of  a  road.  A  man  with  three  drinks  in  him  and  no 
sleep  for  18  hours  smashes  his  car  headlong  into  it.  A  jury 
orders  the  town  to  pay  him  $4. 7  million  in  damages1. 
A  truck  without  brake  lights  is  hit  from  behind.  For 


"psychic  damages"  to  the  driver,  because  his  pride  was 
hurt  when  his  wife  had  to  work,  a  jury  awards  $480,000 
above  and  beyond  his  medical  bills  and  wage  losses. 

Then  there's  the  one. ..but  you  can  probably  provide 
the  next  example.  Most  of  us  know  hair-raising  stories  of 
windfall  awards  won  in  court.2  Justified  claims  should  be 
compensated,  of  course.  /Etna's  point  is  that  it  is  time  to 
look  hard  at  what  windfall  awards  are  costing.3 
What  can  we  do?  Several  things: 
We  can  stop  assessing  "liability"  where  there  really 
was  no  fault— and  express  our  sympathy  for  victims 
through  other  means. 

We  can  ask  juries  to  take  into  account  a  victim's  own 
responsibility  for  his  losses.  And  we  can  urge  that  awards 
realistically  reflect  the  actual  loss  suffered— that  they  be  a 
fair  compensation,  but  not  a  reward.4 

Insurers,  lawyers,  judges— each  of  us  shares  some 
blame  for  this  mess.  But  it  is  you,  the  public,  who  can  best 
begin  to  clean  it  up.  Don't  underestimate  your  own  in- 
fluence. Use  it,  as  we  are  trying  to  use  ours. 

£tna 

wants  insurance  to  be  affordable. 

'This  case  is  being  appealed  since  most  liability  cases  are  surance,  and  insurance  compa-  manufacturers,  doctors,  hospi- 

by  the  town.  In  addition  to  the  settled  out  of  court.  nies  spend  millions  more  defend-  tals,  and  others  who  are  targets 

court-awarded  damages,  two        2  A  by-product  of  such  awards  ing  policyholders  against  law-  for  windfall  awards, 

other  defendants  (the  contractor  has  been  a  quantum  leap  in  the  suits.  The  direct  result  is  rising        4  For  example,  it  would  help 

and  the  county  (settled  out  of  court  number  of  all  kinds  of  suits  filed,  premiums  for  automobile  and  if  juries  were  simply  required  to 

for  an  additional  $1.15  million.  Products  liability  cases  alone  have  other  liability  coverages.  The  in-  take  into  account  payments  the 

This  illustrates  how  extravagant  increased  from  50,000  a  year  in  direct  result  is  higher  prices  for  claimant  has  already  received 

jury-awarded  damages  set  a  stan-  the  1960's  to  almost  a  million  a  goods  and  services —prices  which  for  medical  bills  and  lost  wages, 

dard  for  extravagant  out-of-court  year  now.  are  boosted  to  cover  the  sky-  Under  the  present  system,  th  >e 

settlements  — the  real  problem,        '  Most  awards  are  paid  by  in-  rocketing  insurance  premiums  of  bills  may  be  paid  all  over  again. 


/Etna  Life  and  Casualty  Company, 
151  Farmington  Avenue,  Hartford, 
CT  06156 


LIFE  &  CASUALTY 


Lecin,  a  protein  and  lecithin  supplement 
and  Vita-Lea,  an  old  Shaklee  formula 
made  from  vegetable  substances  that 
Shaklee  had  once  bottled  for  his  chiro- 
practic patients,  but  now  produced  in 
tablet  form. 

The  company  started  with  $100,000  of 
orders  for  the  food  supplements  and  five 
California  distributors  with  some  busi- 
ness done  in  the  Shaklees'  own  base- 
ment. It  mushroomed  with  the  renewed 


Shaklee  family's  pockets.  And  when  it 
was  all  over,  the  family  still  owned  56% 
of  the  stock. 

Today  Shaklee  has  hundreds  of  thou- 
sands of  distributors,  most  of  them  either 
merely  self-consumers  or  part-timers 
who  do  it  as  much  for  the  social  life  as  for 
the  extra  pocket  money.  But  the  people 
who  make  the  company  work  are  the 
sales  leaders.  These  6,500  supervisors, 
coordinators  and  master  coordinators  are 


.  .  Shaklee  mushroomed  with  the  renewed  health  con- 
sciousness that  sprang  out  of  California  in  the  mid-Fifties  to 
become  a  national  phenomenon  during  the  Sixties  . .  ." 


health  consciousness  that  sprang  out  of 
California  in  the  mid-Fifties  to  become  a 
national  phenomenon  during  the  Sixties. 

By  1973  the  Shaklee  organization  had 
grown  into  a  $75-miIlion  business,  and 
earnings  were  up  to  $4  million  a  year. 
Then  Shaklee  went  public,  selling 
700,000  shares  at  $23  a  share  (200,000  of 
it  new  stock).  Last  year,  with  revenues 
up  to  $169  million,  they  sold  another 
750,000  shares.  Of  the  combined  pro- 
ceeds, about  $4.6  million  went  in  the 
corporate  coffers,  $27  million  in  the 


each  expected  to  generate  at  least  $3,000 
a  month  in  purchase  volume  among  their 
distributors.  New-entry  sales  leaders 
may  make  only  $10,000  a  year,  but  those 
who  are  good  enough  to  move  up  in  the 
ranks  eventually  can  make  ten  times  that 
yearly  income.  To  that  add  Shaklees 
attractive  bonus  incentives:  use  of  new 
cars  (2,200  this  year  alone)  and  paid 
vacation/con  ven  tions . 

Of  course  the  bonuses  and  all  market- 
ing costs  are  factored  into  Shaklees 
prices  to  its  sales  leaders.  For  100  vita 


min  C  tablets,  Shaklee  charges  $5.35, 
while  one  typical  vitamin  catalog  offered 
the  same  item  for  $2.80.  That  kind  of 
spread  is  fairly  typical.  Why  don't  Shak- 
lee's  customers  buy  their  supplements  at 
the  cheaper  neighborhood  health  food 
stores?  The  answer  is  that  the  Shaklee 
sales  organization  amounts  to  a  nearly 
religious  support  system  with  services 
ranging  from  handholding  in  a  worried 
customer's  living  room  (worried  about 
aging,  gout,  undiagnosed  diseases)  to  in- 
timate get-togethers  of  Shaklee  devo- 
tees, salespeople  and  prospective 
customers. 

The  biggest  bash  comes  when  the 
sales  leaders  get  together  at  large  con- 
ventions a  la  Grand  Rapids  Amway 
Corp.  (Forbes,  Sept.  15, 1975).  There  is 
little  difference  in  the  revivalist  style  of 
the  two  gatherings  except  that  Amway 
gets  its  salespeople  rocking  and  rolling 
with  spiels  about  patriotism  while  Shak- 
lee shakes  em  with  .a  promised  land  of 
bursting  health. 

The  skeptical  Feds  have  been  poking 
into  all  of  this.  The  Federal  Trade  Com- 
mission started  an  investigation  in  1973 
into  alleged  deceptive  and  misleading 
claims  being  made  by  Shaklee  salespeo- 
ple for  its  instant  protein  product.  Shak- 
lee agreed  to  stop  making  certain  nutri 


Selling  The  Opportunity 
Instead  Of  The  Product 

In  1963  Bob  and  Kay  Holker  lived  in  a  house  trailer  in 
Monticello,  Minn.  Kay,  just  19,  earned  $1.35  an  hour 
working  in  a  department  store,  while  Bob  worked  toward 
his  bachelor's  degree  and  their  hopes  for  a  richer  future. 

They  got  the  richer  future,  but  not  because  of  Bob's 
bachelor  s  degree.  In  fact,  he  quit  school  just  13  credits 
short  of  his  goal,  and  he  and  his  wife  became  Shaklee 
distributors.  In  their  third  month  of  selling,  the  Holkers' 
group  had  moved  $33,000  worth  of  Shaklee  products  and 
made  $8,700.  In  a  little  more  than  a  year  the  Holkers  were 
Shaklee  s  number  one  sales  team.  Says  nonstop  talker  Bob 
Holker,  "We  saw  the  picture  right  away.  There  are  always  a 
hundred  people  around  to  tell  you  why  you  can't  be 
successful. 

The  Holkers  made  the  most  of  Shaklee.  "While  other 
distributors  were  selling  the  products,  we  were  selling  the 
opportunity."  Today  they  sit  on  top  of  the  biggest  single 
Shaklee  sales  group,  a  cash-rich  operation  due  to  gross 
around  $400,000  this  year.  They  live  in  a  $600,000  mansion 
in  Minnesota  with  their  six  children. 

The  Holkers  are  Mormons — very  active  in  their  church  as 
well.  As  they  see  it,  the  Mormon  accent  on  healthy  living  is 
one  reason  why  Mormon  country  makes  such  fertile  Shak- 
lee country.  Says  Bob  Holker:  "The  Mormons  and  Shaklee 
fit  together  hand  in  glove." 


Shaklee  Was  Best:  Flushed  with  early  success,  the 
Holkers  temporarily  left  Shaklee  for  other  ven- 
tures, only  to  return  and  prosper  mightily. 
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Cement  demand  has  been  growing 
steadily. ..  by  1980  it  will  be  in  close  bal- 
ance with  capacity  in  many  places.  With 
the  long  lead  times  and  high  capital  re- 
quirements, to  build  new  cement  plants, 
there  is  little  prospect  of  excess  productive 
capacity  for  many  years. 

You  can't  build  a  future 
without  cement. 

RATES  OF  GROWTH— CONSTRUCTION  MATERIALS  OUTPUT 
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country's  leading  supplier  of  ready-mixed 
concrete  and  of  sand  and  gravel  to  make 
concrete,  Lone  Star  is  in  the  right  place  at 
the  right  time. 
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Portland  cement  has  historically  been 
the  fastest-growing  basic  construction 
material,  and  construction  is  on  the  move 
again.  As  the  Western  Hemisphere's 
largest  cement  producer,  and  also  the 


Lone  Star  Industries: 
more  than  cement. 

Lone  Star  is  also  a  leading  supplier  of 
building  materials,  tools  and  redecorating 
supplies  to  both  professional  contractors 
and  the  booming  do-it-yourself  market. 
Sales  in  this  area  of  our  business  have 
tripled  in  just  five  years.  We  operate  nearly 
200  facilities,  including  retail  stores,  con- 
tractor supply  yards  and  other  distribution 
centers.  With  the  do-it-yourself  trend  bur- 
geoning, housing  starts  now  on  the  rise 


In  the  right  place  at  the  right  time. 


and  major  construction  turning  up,  our 
future  looks  promising  indeed.  In  fact,  in 
1976,  our  overall  sales  and  earnings  hit 
their  highest  points  ever.  If  you'd  like  to 
know  more  about  us,  write  to  One  Green- 
wich Plaza,  Greenwich,  CT  05830,  for  our 
Annual  Report. 

L0NE.Ar 
STURM 

INDUSTRIES 


tional  claims,  but  the  FTC  went  further, 
initiating  an  investigation  into  the  entire 
protein  industry. 

The  FTC  staff  members  are  proposing 
new  restrictions  on  the  labeling  and  pro- 
motion of  all  protein  supplements:  warn- 
ings about  excessive  use  that  could  result 
in  harm  to  children  under  three  and 
persons  with  liver  and  kidney  disease, 
plus  a  label  disclaimer  saying  that  such 
supplements  are  unnecessary  for  most 
people  with  a  normal  diet.  But  the  FTC 


itself  has  not  yet  taken  final  action  on 
those  staff  recommendations. 

Reacting  to  all  this.  Shaklee  has  refor- 
mulated its  protein  products,  reworded 
the  claims  on  its  labels  and  subsequently 
brought  out  new  products,  including 
some  cosmetics,  household  items  and 
new  food  supplements.  Shaklee  has  also 
hired  lawyers  and  nutritionists  to  coun- 
terattack the  FTC  staff  claims. 

Furthermore,  under  periodic  pressure 
from  the  Food  &  Drug  Administration, 
the  company  has  had  to  crack  down  on 
some  overenthusiastic  salespeople,  who 
make  insupportable  claims  for  Shaklee 
products    The   FDA's  complaint  with 


Shaklee  has  been  that  its  distributors  and 
even  coordinators  at  times  claim  that 
Shaklee  products  can  cure  cancer,  diabe- 
tes or  whatever  other  human  malfunc- 
tion they  stumble  across  during  their 
rounds. 

Shaklee  s  trouble  with  the  federal 
agencies  only  exacerbated  its  own  orga- 
nizational and  fiscal  problems  during  the 
early  Seventies.  In  1971.  while  sales 
were  expanding  rapidly  and  sales  leaders 
were  signing  on  by  the  gross,  the  Shak- 


lees  made  consultant  Robert  Wooten 
company  president  to  bring  order  out  of 
administrative  chaos.  In  1973,  during  a 
working-capital  drought  brought  on  by 
the  company's  ungainly  growth.  Wooten 
made  an  S8-million  cash  deal  for  EOPA 
Co.,  Shaklees  largest  supplement  sup- 
plier. Soon  afterward,  there  was  an  ex- 
plosion at  EOPA  in  California,  forcing 
Shaklee  to  scramble  for  outside  sources 
of  supply  as  deliveries  fell  far  behind 
promises. 

That  s  when  the  Shaklees  compound- 
ed their  problems  by  moving  into  a  doz- 
en or  so  foreign  areas  as  a  hedge  against 
further  potential  federal  harassment  in 


this  country  .  It  was  a  disaster.  Between 
1974  and  1976  the  company  lost  nearly 
S6  million  on  its  international  oper- 
ations— more  than  its  total  sales  volume. 
The  Shaklee  family  hung  the  failure  on 
Wooten  and  brought  in  Gary  Shansby, 
40,  a  former  Booze,  Allen  &  Hamilton 
consultant,  who,  within  14  months  re- 
placed Wooten  as  president  and  later 
became  CEO 

Under  Shansby,  the  international 
business  has  been  cut  to  activities  in 
three  foreign  countries.  In  just  two  years 
the  number  of  Shaklee  sales  leaders 
throughout  the  country  has  nearly  tri- 
pled, and  Shaklee  is  cash-rich  again  with 
some  S50  million  in  its  coffers.  Even 
with  a  10^  across-the-board  price  in- 
crease just  enacted,  the  public's  appetite 
for  Shaklee  s  tablets  will  probably  not 
waver  much. 

In  the  future  there  will  be  an  addition 
to  Shaklee  s  plant,  and  Shansby  indicates 
he  might  like  to  make  a  few  product- 
related  acquisitions,  if  only  as  a  hedge 
against  the  FTC.  Furthermore.  Shansby 
hints  that  the  Shaklees  may  want  to  fur- 
ther reduce  their  own  holdings  through 
still  another  secondary  offering  in  the 
not-too-distant  future. 

Hand  it  to  the  Shaklees:  Their  sales 
formula  may  be  an  updated  version  of 
tent-show  methods,  but  their  genius  was 
in  finding  a  way  to  turn  a  common  hu- 
man yearning  into  a  business  and  capital- 
ize it  on  the  stock  market.  ■ 


".  .  .  Hand  it  to  the  Shaklees:  .  .  .  their  genius  was  in 
finding  a  way  to  turn  a  common  human  yearning  into 
a  business  and  capitalize  it  on  the  stock  market  .  .  ." 


Nobody  Into  Somebody 

Mary  and  Gary  Loomis  were  a  husband-and-wife  stock- 
broker team  selling  mutual  funds  in  the  early  Sixties  when 
Marx  was  struck  with  undulant  fever.  After  six  years  of 
retirement  in  Los  Angeles  trying  to  shake  the  illness,  Marx 
Loomis  tried  Shaklee  products  "out  of  desperation.  To  her 
surprise,  she  says,  over  a  year  and  a  half  she  gradually 
began  to  feel  better.  Soon  she  began  selling  Shaklee  prod- 
ucts herself,  as  a  favor  to  others  who  wanted  them. 

The  timing  was  fortunate.  The  bottom  was  about  to  fall 
out  of  the  mutual  funds  market,  and  firms  like  Shearson- 
Hamill,  where  Gary  Loomis  worked,  were  laying  off  sales- 
men— including  Gary  Loomis.  Says  he:  "By  then  Mary  was 
making  almost  as  much  money  as  I  was.  I  saw  the  opportu- 
nity for  someone  with  a  good  financial  background  to  take 
this  thing  and  turn  it  into  a  professional  business." 

Today,  as  Shaklee  master  coordinators  ovei  78  sales 
groups,  the  Loomis  team  grosses  about  $150,000  -ear — far 
more  than  Gary  made  in  mutual  funds.  "The  st  thing 
about  selling  Shaklee  products,"  says  Marx  Loon,  s,  "is  that 
it  can  take  a  nobody  and  turn  them  into  a  somebody." 

Marx  Loomis  has  lots  to  say  about  the  health  benefits  of 
Shaklee  products.  Gary  Loomis,  on  the  other  hand,  strikes 
a  pragmatic  note:  "I  understood  what  the  Shaklees  had 
pretty  early.  It  was  better  than  the  stock  market." 


Taking  Stock:  Gary  and  Mary  Loomis  realized  they 
could  profit  from  Shaklee  not  only  by  distrib- 
uting its  products  but  by  buying  its  shares. 
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Gulf  Oil: 

Yesterday's  Villain 

Gulfs  recent  record  is  bad  and  its  image  is 
even  worse.  But  that  was  yesterday's  story. 
Tomorrow's  could  be  very  different. 


By  LAWRENCE  MINARD 

For  Americans  with  long  memories, 
the  episode  smelled  of  the  notorious  and 
now-defunct  House  Un-American  Ac- 
tivities Committee  and  of  the  late  Joseph 
McCarthy  s  cynical  red-baiting.  But  this 
time  there  was  no  outcry  against  the 
congressional  high-handedness,  no  plac- 
ard-carrying demonstrators.  This  time 
the  victim  was  not  an  academician  or 
intellectual.  He  was  a  businessman. 

Last  June  16,  before  an  overflow  audi- 
ence in  Capitol  Hill's  Rayburn  House 
Office  Building  and  beneath  four  banks 
of  blazing  klieg  lights,  a  half-dozen  U.S. 
congressmen  and  New  York  politicians 
hurled  innuendos  and  insults  at  their 
witnesses,  treating  them  like  accused 
criminals.  The  witnesses:  Gulf  Oil  Chair- 


Moss  slapped  him  with  a  subpoena 
Moss  set  the  testimony  against  a  sinis 
ter  backdrop.  "Our  hearings,"  he  began 
".  .  .  will  detail  secret  agreements  be 
tween  nations  and  companies  to  contro 
the  price  of  uranium.  ..."  Douglas 
Walgren  (D — Penn.)  told  the  crowd  the 
cartel  s  documents  "read  almost  like  a 
Watergate  transcript."  Albert  Gore  (D — 
Tenn.)  topped  that  by  dubbing  Gulf  "a 
corporate  Patty  Hearst."  Moss  called  the 
Gulf  pair  "foolish.  "  Gore  suggested  that 
a  jury  would  find  Gulf  guilty  "in  about  30 
seconds."  And  so  it  went. 

Late  in  the  questioning,  with  the  tem- 
perature soaring  past  100  degrees,  Gulf's 
Zagnoli  fell  into  an  interrogator  s  trap. 
Yes,  he  said,  it  was  hypothetically  possi- 
ble that  if  a  cartel  had  not  existed,  urani- 
um prices  paid  by  U.S.  utilities  might 


". .  .  What  Gulf  is  up  against  is  a  public  looking  for 
a  scapegoat  for  high  energy  prices  and  a  set  of  pol- 
iticians willing  to  provide  one  .  .  ." 


man  and  Chief  Executive  Officer  Jerry 
McAfee  and  S.  A.  Zagnoli,  executive 
vice  president  of  Gulf  Mineral  Resources 
Co.  Although  it  was  the  Gulf  men  who 
caught  it  this  day,  prominent  business- 
men appearing  before  congressional 
committees  are  getting  used  to  being 
treated  the  way  accused  leftists  were  a 
quarter-century  ago — as  people  to  be 
taunted,  humiliated  and  ground  down 
and  served  up  as  headline  fodder. 

As  chairman  of  the  House  subcommit- 
tee on  Oversight  &  Investigations  of  the 
Committee  on  Interstate  &  Foreign 
Commerce,  Representative  John  E. 
Moss  (D — Calif.)  was  supposed  to  "in- 
vestigate" the  effect  that  the  now-dis- 
banded international  uranium  producers 
cartel  had  on  the  mineral's  600%  U.S. 
price  rise.  Moss  ordered  McAfee  to  ap- 
pear. When  McAfee  asked  for  a  five-day 
delay  to  finish  some  major  business, 


have  been  lower.  Full  of  self-congratula- 
tion, the  politicians  closed  for  the  kill: 

Representative  James  Santini  (D — 
Nev.):  "You  have  just  conceded  on  the 
record  before  this  committee  that  it  [the 
cartel]  did  have  an  impact." 

Zagnoli:  "I  would  say  the  impact  was 
insignificant.  ..." 

Moss  (gaveling):  "Don't  ever  presume 
to  do  that  [i.e.,  try  to  set  the  record 
straight]  in  this  committee.  You  will  let 
the  congressman  ask  the  question.  When 
he  has  one  for  you,  he  will  address  it  to 
you.  Don  t  interrupt."  Get  the  picture? 
Tough  John  Moss,  Everybody  s  Defend- 
er against  those  Evil  Oil  Companies. 
And  in  living,  breathing  TV  color. 

Says  McAfee,  sadly:  "Frankly,  I  would 
characterize  it  as  a  kangaroo  court.  It  was 
very  revealing  in  recognizing  what  we 
are  up  against." 

It  was  indeed.  Uranium,  the  ostensi- 


ble  focus  of  the  hearings,  was  only  part  of 
what  was  going  on.  What  Gulf  is  up 
against,  what  every  good-sized  oil  com- 
pany is  up  against,  is  a  public  looking  for 
a  scapegoat  for  high  energy  prices  and  a 
set  of  politicians  willing  to  provide  one. 
No  use  telling  the  voters  the  truth,  that 
the  Organization  of  Petroleum  Exporting 
Countries  may  be  the  villain;  Congress 
can't  get  at  OPEC.  But  it  can  kick  the  oil 
companies  around,  especially  Gulf, 
which  already  had  been  convicted  in  the 
public  eye  of  a  multitude  of  sins. 

Gulf  had  been  especially  hard  hit  by 
the  political-payoffs  scandal.  So  much  so 
that  four  top  officers,  including  Chair- 
man Bob  R.  Dorsey,  lost  their  jobs.  Lat- 
er, two  Gulf  executives  were  charged 
with  "providing  illegal  gratuities"  to  an 
Internal  Revenue  officer.  And  there  was 
the  uranium  cartel  business,  which  ac- 
counted for  Jerry  McAfee's  getting  raked 
over  the  congressional  coals.  Among  li- 
berals and  large  sections  of  the  press, 
Gulf  has  become  a  dirty  word. 

All  this  bad  publicity  has  seriously 
hurt  Gulf  s  image  on  Wall  Street:  Who 
wants  to  invest  in  a  company  that  seems 
so  accident-prone,  that  offers  such  a  con- 
venient target  to  critics  of  business? 

In  light  of  all  this,  it  is  not  surprising 
that  at  a  recent  price  of  27Vi  Gulf  sells  for 
only  about  6  lh  times  probable  1977  earn- 
ings (vs.  8  for  Exxon),  that  it  yields  7% 
and  sells  at  a  substantial  discount  from  its 
conservatively  stated  book  value. 

Gulf  s  balance  sheet  and  profit-and- 
loss  statements,  however,  tell  a  quite 
different  story.  At  $4. 19  a  share,  its  earn- 
ings last  year  were  the  company's  second 
best  on  record  and  represented  a  re- 
spectable 12%  return  on  stockholders' 
equity.  This  year,  in  spite  of  weakness  in 
Gulf  s  substantial  chemicals  business 
and  unfavorable  foreign  exchange  adjust- 
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ments,  the  company  should  do  slightly 
better.  Gulf  s  profits,  once  earned  most- 
ly from  cheap  Arabian  Gulf  oil,  now  are 
more  than  half  earned  in  the  U.S.,  and 
the  U.S.  proportion  is  rising.  One  insti- 
tutional investor  who  follows  the  stock 
closely  thinks  it  could  be  earning  $7  a 
share  by  1980 — even  $8. 

Last  month,  as  if  to  support  the  opti- 
mists, management  raised  the  dividend 
by  10  cents  to  an  annual  $1.90,  the 
fourth  increase  in  as  many  years. 

In  his  office  high  up  in  Gulf  's  Art  Deco 
Pittsburgh  skyscraper,  Chairman  Jerry 
McAfee  leans  forward  as  he  tells  a  report- 
er that  Gulf  has  no  plans  to  become  a 
conglomerate,  that  it  will  continue  rein- 
vesting in  the  oil  business  the  huge  cash 
flow  that  oil  is  now  throwing  off: 

"What  I  hope  to  be  remembered  for, 
what  I  ivill  be  remembered  for,  is  for 
strengthening  our  basic  businesses — oil 
and  gas,  and  related  ventures  in  chemi- 
cals, coal  and  uranium." 

A  chunky,  white-haired  chemical  en- 
gineer, McAfee,  at  60,  is  the  first  head  of 
this  company  to  rise  from  the  research 
laboratories.  He  was  heading  Gulf  Oil  of 
Canada  when  the  board  tapped  him  last 
year — as  Mr.  Clean — to  replace  Bob 
Dorsey  at  the  height  of  the  payoff  scan- 
dals. With  McAfee  when  he  talked  with 
Forbes  was  Gulf  's  president,  James  E 
Lee,  55.  Lee  put  in:  "We  believe  there  is 
still  plenty  of  oil  and  gas  to  be  found,  and 
we  aim  to  find  our  share  of  it.' 

To  show  they  mean  what  they  say, 
Jerry  McAfee  and  Jimmy  Lee  have 
launched  what  can  only  be  described  as  a 
spree  of  capital  spending — over  $10  bil- 
lion in  the  next  five  years.  This  year 
alone  Gulf  will  spend  $3  billion — more 
than  twice  as  much  as  last.  Although 
Gulf  is  only  number  five  among  U.S.  oil 
giants,  its  capital  spending  will  be  sec- 
ond only  to  Exxon's  $4  billion — and 
Exxon  is  three  times  bigger  than  Gulf. 


Grilled:  Klieg  lights  blazed  and  the 
temperature  soared  as  congressmen 
interrogated  Gulf  Chairman  Jerry 
McAfee  for  four  hours.  "A  kangaroo 
court,"  said  McAfee  later. 


was  pursuing  a  different  policy  from  Jer- 
ry McAfee's.  Dorsey  realized  the  old 
game  in  oil  was  over.  In  the  1950s  and 
1960s  crude-rich  firms  like  Gulf  know- 
ingly and  willingly  lost  money  on  trans- 
portation, refining  and  marketing  in  or- 
der to  take  profits  on  cheap  crude. 
Dorsey  saw  that  the  era  of  cheap  crude 
was  ending.  In  his  four  years  as  chair- 
man, Dorsey  eliminated  over  7,000  of 
Gulf's  35,000  service  stations.  In  1972 
he  wrote  off  $250  million  of  assets.  He 
conserved  cash. 

No  longer  was  the  whole  company  just 
a  great  big  distribution  system  for  Mid- 
dle Eastern  crude;  now  each  part  of  the 
company  would  have  to  stand  on  its  own. 
The  next  step  would  be  to  find  uses  for 
capital  no  longer  required  in  the  oil  busi- 
ness. In  short,  Dorsey  was  going  to  con- 
glomerate Gulf — a  la  Mobil. 

Late  in  1973  Dorsey  and  Chief  Finan- 
cial Officer  Harold  Hammer  agreed  to 
buy  CNA  Financial,  Chicago's  big  insur- 
ance and  real  estate  outfit.  In  the  sum- 
mer of  1975  Dorsey  seriously  considered 
buying  Gulf's  Pittsburgh  neighbor, 
Rockwell  International  Corp.,  the  $5.2- 
billion-revenues  aerospace  conglomer- 
ate. But  both  deals  fell  through,  and  it 
wasn't  long  before  Dorsey  was  em- 
broiled in  the  $12-million  political  brib- 
ery scandal  that  would  cost  him  his  job. 

Jerry  McAfee  differs  in  many  ways 
from  Dorsey,  his  old  friend  and  mentor. 
Dorsey  was  an  intellectual,  cool  and 
suave.  McAfee  is  more  a  nuts-and-bolts 
pragmatist  who  doesn  t  waste  much  time 
trying  to  figure  out  what  lies  beyond  the 
next  turn  in  the  road,  but  instead  spends 


"  . . .  A  Gulf  officer's  wife:  'Bob  Dorsey  was  every- 
one's picture  of  the  successful  executive.  Jerry 
McAfee  is  like  everybody's  grandfather'  . . ." 


Gulf  can  afford  it.  Although  cash  flow 
will  provide  only  about  half  this  year's 
capital  spending,  the  company  has  plen- 
ty of  unused  borrowing  power.  Because 
McAfee's  predecessor  kept  a  tight  rein 
on  spending  during  the  uncertain  days  of 
the  early  Seventies,  Gulf  's  debt  was  cut 
by  almost  $1  billion  between  1972  and 
1977.  Today  it  stands  at  just  14%  of 
Gulf's  total  capital,  which  is  modest 
even  compared  with  Exxon's  conserva- 
tive 16%.  As  against  $1.3  million  in  fund- 
ed debt,  Gulf  went  into  1977  with  cash 
and  equivalent  of  nearly  $2  billion. 

In  building  such  a  conservative  bal- 
ance sheet,  the  departed  Bob  Dorsey 


most  of  his  energy  trying  to  get  there.  A 
Gulf  officer's  wife  describes  them  this 
way:  "Bob  Dorsey  was  everyone's  pic- 
ture of  the  successful  executive:  perfect- 
ly dressed,  always  saying  the  right 
things.  But  Jerry  McAfee  is  like  every- 
body's grandfather. "  She  was  by  no 
means  putting  McAfee  down. 

But  the  biggest  difference  is  this:  Jem 
McAfee  is  considerably  more  optimistic 
about  the  prospects  for  energy  compa- 
nies than  Bob  Dorsey  apparently  was. 

Despite  his  rough  handling  in  Con- 
gress, McAfee  is  encouraged  by  some 
recent  pronouncements  from  Washing- 
ton— President  Carter's  call  for  $1.75- 


per-thousand-cubic-foot  natural  gas,  for 
example,  and  pressures  in  Congress  to 
deregulate  the  price  altogether.  He  be- 
lieves— or  rather  hopes — that  the  U.S. 
public  and  politicians  alike  will  conclude 
that  the  oil  companies  are  the  logical 
instruments  for  developing  nonoil  ener- 
gy resources,  notably  coal  and  uranium. 
Thus,  McAfee  is  uninterested  in  con- 
glomerating. He  says  of  the  thinking  un- 
der Dorsey:  "The  oil  companies,  Gulf 
included,  raised  a  lot  of  questions  about 
our  long-term  viability  and  attractive- 
ness. But  we  believe  that  period  is  be- 
hind us  now,  and  we're  betting  our  chips 
heavily  that  we  are  viable." 

Go  back  to  McAfee  s  $10-billion,  five- 
year  spending  plan.  He  promises  to 
spend  around  $1.2  billion  annually  for  oil 
and  gas  exploration,  mostly  in  the  U.S. 
Another  $200  million  or  so  per  year  will 
go  to  boost  Gulf's  coal  and  uranium 
output.  About  $200  million  annually  of 
the  remainder  is  destined  for  Culf  Oil 
Chemicals  Co.,  whose  $1.1  billion  in 
sales  make  it  the  nation's  16th-largest 
U.S.  chemical  firm. 

Will  Culf  find  anything  for  its  heavy 
spending?  The  U.S.  Geological  Survey, 
a  governmental  agency,  estimates  there 
may  be  just  82  billion  barrels  of  domestic 
crude  still  to  be  found — about  a  13-vear 
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supply  at  current  consumption  rates. 
Why  spend  $1.2  billion  a  year  to  find 
something  so  short-lived,  if  indeed  it 
exists? 

Edward- B.  Walker  III,  55,  is  a  tall, 
bespectacled  geologist  who  heads  Hous- 
ton-based Gulf  Energy  &  Minerals  Co., 
the  exploration  and  development  arm  of 
Gulf.  Walker  is  the  man  directly  respon- 
sible for  spending  that  annual  $1.4  bil- 
lion to  rebuild  Gulf  's  energy  base.  He  is 
not  worried  about  squandering  Gulf  s 
resources. 

According  to  Walker,  the  real  thrust  of 
Gulf  s  petroleum  spending  will  be 
aimed  at  finding  natural  gas,  not  crude 
oil,  reserves:  "All  the  analysts  focus  on 
our  oil  production,''  he  says.  "They  for- 
get that  our  domestic  gas  production  has 
already  gone  up  substantially;  with  high- 
er gas  prices,  our  exploration  focus  will 
definitely  be  on  gas." 

Focusing  on  gas  makes  sense  for  a 
number  of  reasons.  For  one,  the  low 
interstate  prices  allowed  by  Washington 
have  retarded  exploration  efforts.  This 
means  that,  relative  to  oil,  there  is  still  a 
good  deal  of  gas  left  to  be  found.  The 
U.S.  Geological  Survey  puts  undiscov- 
ered U.S.  gas  reserves  at  484  trillion 
cubic  feet,  which  is  about  a  25-year  sup- 
ply at  current  consumption  levels. 


Price?  Gas  has  an  advantage  there, 
too.  At  the  current  $1.47-per-mcf  price 
for  new  gas  in  interstate  markets,  gas 
brings  the  energy  equivalent  of  $8.82- 
per-barrel  crude  oil.  In  fact,  that  oil  is 
fetching  over  $13  per  barrel  right  now  on 
the  international  market.  Gulf's  Walker 
is  betting  that  Washington  will  allow  the 
price  of  gas  to  rise  to  $2.25  per  mcf  or 
more.  This  may  be  coming:  President 
Carter's  call  for  $1.75  per  mcf  for  new 
gas  is  a  hopeful  sign  to  oilmen. 

Gulf  will  not  for  a  long  time  get  any- 
where near  the  full  benefit  of  rising  natu- 
ral gas  prices.  In  1964  Gulf  agreed  to  sell 
Texas  Eastern  Transmission  Corp., 
Houston's  big  gas  transmission  company, 
a  minimum  500  million  cubic  feet  daily 
until  1990 — at  prices  averaging  around 
20  cents  per  mcf.  Gulf  still  must  deliver 
nearly  2.4  trillion  cubic  feet  of  this  ultra- 
cheap  gas  to  Texas  Eastern.  This  is  the 
major  reason  why  Gulf  's  average  natural 
gas  price  was  just  54  cents  per  mcf  dur- 
ing the  first  half  of  this  year,  vs.  78  cents 
for  Mobil. 

Ed  Walker  isn't  wasting  any  time 
spending  his  exploration  budget.  He 
can't  if  Gulf  is  to  benefit  from  new  gas 
prices.  Last  June  the  U.S.  Interior  De- 
partment held  a  lease  sale  for  225  tracts 
in  the  Gulf  of  Mexico,  off  the  coast  of 


Louisiana.  The  government  accepted 
$1.2  billion  in  winning  bids,  $314  million 
of  which  came  from  just  one  company: 
Gulf  Oil. 

Some  oilmen  snickered.  They  pointed 
out  Gulf  won  one  tract  at  $73  million,  vs. 
a  runner-up  bid  of  $32  million,  and  a 
second  tract  Gulf  grabbed  by  outbidding 
its  nearest  rival  nearly  3-to-l.  "Gulf  is 
being  forced  to  play  catch-up,  which  is 
bad,"  says  one  analyst. 

But  Walker  denies  it.  "There  are 
damn  few  companies  that  make  money 
in  the  Gulf  of  Mexico,  "  he  says,  "and  we 
are  one  of  the  few.  We  know  the  area, 
we're  confident  about  it,  and  that's  why 
we  were  willing  to  bid  so  much  down 
there.  "  Indeed,  four  of  the  12  tracts-Gulf 
bought  are  so-called  drainage  blocks, 
meaning  they  are  located  adjacent  to 
tracts  with  already  proven  reserves.  Says 
a  Gulf  officer:  "We  are  betting  on  what 
we  know." 

Betting  only  on  what  it  knows  has  cost 
Gulf  badly  in  one  area:  Alaska's  North 
Slope.  Despite  pleas  from  its  geologists 
that  Gulf  bid  for  North  Slope  lea; 
management  refused.  Thus  Gulf  has  two 
rather  small  holdings  there,  which  it 
shares  with  Exxon  and  Atlantic  Richfield 
Co. ,  and  Walker  can  only  hope  that  the 
government  will  open  other  North  Slope 
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Financial  as  well  as  insur- 
ance considerations  have  led 
some  companies  to  form 
wholly  owned  subsidiaries  to 
insure  selected  risks  of  the  par- 
ent corporation* 

A  brief  review  by  IN  A  of  an 
insurance  topic  of  interest  to 
business  executives* 


Under  professional  risk  management,  the  re- 
tention by  a  company  of  a  portion  of  some  risks 
which  might  otherwise  be  covered  by  standard  in- 
surance policies  has  become  increasingly  common. 
The  ultimate  extension  of  this  self-insurance  con- 
cept is  the  creation  of  the  insurance  subsidiary— 
the  so-called  "captive"  insurance  company. 

While  a  captive  may  be  formed  by  a  group  of 
organizations  facing  similar  hazards,  most  are 
created  by  a  single  firm  solely  to  provide  itself  and 
its  affiliates  with  selected  kinds  of  insurance. 
Usually  a  captive  will  retain  the  more  predictable 
portions  of  risks  up  to  given  limits,  as  well  as  risks 
difficult  to  insure  in  commercial  markets  because 
of  cost  or  other  factors.  Furthermore,  the  relatively 
high  cost  of  insurance  abroad  may  make  overseas 
operations  well  suited  for  captive  handling.  And  a 
growing  number  of  captives  also  write  outside  risks 
unrelated  to  the  parent  organization. 

The  principal  advantage  is  that  premiums  may 
be  lower.  Moreover,  a  captive  may  earn  income  from 
invested  funds,  including  premiums  and  loss  re- 
serves, which  otherwise  would  be  held  and  invested 


by  an  outside  insurance  company.  Such  funds  ma] 
be  used  to  finance  other  overseas  operations  of  th 
parent  company. 

The  importance  of  reinsurance 

Since  no  captive  is  likely  to  have  the  resource? 
to  underwrite  any  major  risk  in  its  entirety,  re 
insurance  is  usually  essential.  In  practice,  mosi 
captives  retain  the  primary  levels  of  the  risks  the) 
accept— for  example,  the  first  $100,000  per  ocj 
currence  of  a  liability  risk— with  commercial  ex] 
cess  insurance  and  reinsurance  taking  care  of  expo* 
sures  over  those  levels. 

The  availability  of  reinsurance  to  captives  also 
can  be  an  important  factor  in  reducing  costs,  since 
reinsurance  rates  are  typically  lower  than  those  ol 
primary  insurers. 

There  are  over  400  captives  in  existence  todav, 
nearly  all  founded  in  the  last  few  years.  Since  4 


nsurers 


ompany  should  have  extensive  insurance  needs  to 
ontemplate  a  captive  (one  rule  of  thumb  is  a 
ninimum  of  $500,000  in  annual  premium 
olume),  captives  are  usually  formed  by  large  com- 
>anies,  often  with  international  operations. 

When  is  a  captive  feasible? 

But  creating  a  captive  is  by  no  means  auto- 
matically indicated  for  any  given  company,  no 
natter  how  large.  Under  the  direction  of  sophis- 
icated  corporate  risk  management,  an  in-depth 
easibility  study  should  precede  any  decision, 
^.mong  the  factors  involved  are  the  capital  and 
urplus  funds  a  captive  would  require;  the  choice 
>f  risks  it  would  underwrite;  its  maximum  risk  re- 
entions;  and  arrangements  for  obtaining  reinsur- 
nce  and  excess  risk  coverage. 

A  captive  may  also  need  to  purchase  a  number 
f  outside  management  services,  including  loss 


control,  claims  handling,  accounting,  risk  analysis, 
underwriting  and  administration.  The  cost  of  such 
services  should  be  carefully  compared  with  antici- 
pated initial  premium  savings  and  projected  profits. 

Finally,  there  are  tax  considerations.  Bermuda 
and  other  offshore  locations  have  become  popular 
domiciles  for  captives,  partially  because  of  the 
locally  favorable  tax  treatment.  However,  U.S.  tax 
implications  have  yet  to  be  resolved  with  respect 
to  the  treatment  of  premiums  paid  to  an  offshore 
captive  for  domestic  risks  or  for  the  handling  of 
retained  captive  funds. 

With  all  aspects  of  a  proposed  captive,  legal 
counsel  and  professional  tax  advice  are  essential. 

Insurance  brokers  and  agents,  as  well  as  insur- 
ance companies,  are  often  instrumental  in  the 
creation  of  captives  and  can  be  an  invaluable  source 
of  guidance.  As  an  objective  discussion  of  captive 
insurance  companies,  INA  has  prepared  a  booklet 
entitled,  "Captive  Insurers:  Some  Professional 
Considerations'.'Copies  may  be  requested  by  writing 
INA  Corporation,  1600  Arch  Street,  Philadelphia, 
Pa.  19101. 

#      #  # 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers  —  professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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areas  to  bidding  soon.  "It  was  definitely  a 
mistake  not  to  have  gotten  into  the 
North  Slope  at  an  early  stage,"  concedes 
Walker  today. 

By  contrast  Gulf  was  aggressive  in  the 
early  1960s  in  rounding  up  licenses  to 
produce  North  Sea  oil.  Gulf  s  North  Sea 
production,  estimated  to  hit  70,000  bar- 
rels a  day  by  1983,  will  commence  to 
flow  at  the  end  of  this  year  Analysts 
believe  this  incremental  production 
could  be  worth  some  25  cents  a  share  to 
Gulf  s  annual  profits. 

In  mid-June  Gulf  announced  it  would 
acquire  B**vn  Mawr,  Penn. -based 
Kewanee  Industries  Inc.  for  some  $440- 
million  cash — double  its  book  value.  Ri- 
val bidders  Hamilton  Brothers  Petro- 
leum and  the  Blaustein  family's  Crown 
Central  Petroleum  Co.  (Forbes,  July 
15)  tried  a  second  bid  to  win  Kewanee. 
But  Gulf  quickly  upped  its  bid  to  $456 
million,  and  late  last  month  Kewanee 
shareholders  approved  Gulf  s  offer.  A 


few  hours  later  the  merger  was  consum- 
mated. The  Federal  Trade  Commission 
is  studying  the  antitrust  implications,  of 
course,  and  Gulf  has  agreed  not  to  con- 
solidate Kewanee  s  operations  until  next 
January  (although  Gulf  will  include 
Kewanee  profits  in  its  fourth-quarter 
earnings).  But  when  the  dust  clears,  the 
chances  are  good  that  Gulf  w  ill  emerge 
victorious. 

The  merger  makes  sense.  For  one 
thing.  Gulf  would  pick  up  20,000  barrels 
a  day  in  domestic  oil  production  and  gas 
production  rated  at  70  million  cubic  feet 
per  day.  Gulf  claims  to  be  buying,  in 
effect,  proven  oil  and  gas  reserves  equiv- 
alent to  106  million  barrels  for  just  $2.50 
per  barrel.  It  is  getting  hard  to  find 
domestic  reserves  for  that  price. 

Kewanee  has  something  else  Gulf 
likes:  About  50%  of  Kewanee  s  $35-mil- 
lion  profits  last  year  came  from  the  man- 
ufacture of  specialty  chemicals.  Gulf 
Chemicals  is  primarily  a  commodity 
chemical  producer  and  has  been  looking 
for  a  way  into  the  higher-margin  special- 
ty business. 

"I  know  it  sounds  like  a  dirty  biological 
word  today,"  says  CFO  Hammer,  who 
became  interested  in  Kewanee  over  a 
year  ago,  "but  there  is  a  great  deal  of 
synergy  between  Gulf  and  Kewanee." 

So  much  for  oil.  Beyond  that.  Gulf  is 
committing  over  SI  billion  in  the  next 
five  years  to  develop  production  of  two 
minerals  in  which  Gulf  is  already  rich: 
coal  and  uranium. 

Gulf  currently  produces  8  million  tons 
of  coal  a  year,  including  1.5  million  tons  of 


low-cost,  high-quality  western  coal  from 
its  McKinley,  N.M.  mine.  Gulf's  total 
production  is  somewhat  over  1%  of  the 
country  s  consumption,  and  Gulf  is  the 
nation  s  17th-largest  coal  company  on  the 
basis  of  output.*  Gulf  s  Walker  plans  to 
invest  another  $600  million  or  so  in  Mc- 
Kinley and  two  other  big  western  mines 
in  the  next  few  years — all  in  a  massive 
drive  to  boost  Gulf  's  annual  production 
to  16  million  tons  by  1981,  and  to  30 
million  tons  by  1985.  Thirty  million  tons 
would  be  about  VTc  of  the  nation's  con- 
sumption in  1985.  if  President  Carter's 
pro-coal  energy  policy  takes  hold. 

Gulf  s  uranium  properties  are  in  for 
even  heavier  spending.  The  company  s 
Mt.  Taylor,  N.M.  mine  sits  atop  what  is 
believed  to  be  one  of  the  nation's  richest 
uranium  deposits:  well  over  100  million 
pounds  of  the  stuff.  Capital  require- 
ments to  dig  two  shafts  3.500  feet  below 
the  surface  are  staggering.  Walker 
hopes — but  is  by  no  means  sure — that 


$800  million  will  be  adequate  to  get  Mt. 
Taylor  to  full  production  by  the  early 
1980s.  At  that  time  he  expects  annual 
output  to  hit  8  million  to  9  million 
pounds;  this  could  be  over  a  tenth  of  the 
U.S.  production.  By  way  of  comparison. 
Gulf  today  produces  2.8  million  or  so 
pounds  of  yellowcake  a  year,  mostly  in 
its  Saskatchewan,  Canada  mines. 

It  was  uranium,  of  course,  that  landed 
Jerry  McAfee  in  front  of  the  congression- 
al committee's  klieg  lights.  Gulf  was 
there  because  a  Canadian  subsidiary. 
Gulf  Minerals  Canada  Ltd.,  has  been 
accused  of  participating  in  the  interna- 
tional uranium  cartel.  Gulf  s  Pittsburgh 
neighbor,  Westinghouse  Electric  Corp., 
is  defending  itself  against  $2  billion  in 
lawsuits  over  Westinghouse  s  refusal  to 
honor  contracts  to  deliver  uranium  to 
nuclear  power  plants  at  an  average  price 
of  $10.50  a  pound.  Unfortunately.  Wes- 
tinghouse did  not  have  the  uranium. 
When  U.S.  yellowcake  s  spot  price  shot 
from  $6  a  pound  in  early  1973  to  over  S40 
a  pound  in  1975,  Westinghouse  was  sud- 
denly on  the  hook  for  over  $2  billion 
worth.  In  effect,  Westinghouse  is  trying 
to  prove  it  was  Gulf  and  the  other  com- 
panies belonging  to  the  foreign  uranium 
producers'  cartel  that  illegally  conspired 
to  jack  up  the  U.S.  price. 


*Gulf  s  coal  reserves  are  reported  at  1 
billion  tons.  But  because  the  company  reports 
only  those  reserves  that  can  be  produced  un- 
der current  legal,  commercial  and  technologi- 
cal conditions,  the  figure  is  impossible  to  com- 
pare against  other  companies  reserves. 


McAfee  denied  Gulf  or  the  cartel  had 
anything  to  do  with  it.  He  said  it  was  the 
U.S.  government's  long-standing  embar- 
go (scheduled  to  end  this  year)  against 
foreign  uranium  imports  into  the  U.S, 
the  1973  oil  embargo  and  Westing- 
house's  own  mammoth  uncovered  short 
sales  that  jerked  up  the  price.  And  even 
the  liberal  Washington  Post  editorial 
writers,  calling  Gulf  "hapless"  and  "in- 
ept," concluded:  "In  the  end  the  cartel 
didn  t  make  much  difference."  ("You 
know  things  are  getting  better,"  said  a 
Gulf  employee  in  Houston,  "when  I  like 
it  that  a  liberal  newspaper  is  calling  us 
hapless'  and  inept.'  ") 

At  any  rate,  David  Snow,  energy  ana- 
lyst at  Wall  Street's  well-regarded  re- 
search firm  Mitchell.  Hutchins  Inc.,  is 
impressed  by  Gulf  Oil  s  coal  and  urani- 
um— and  said  so  in  a  recent  bullish  re- 
port on  the  company.  Snow  believes  that 
by  the  early  1980s  the  two  minerals 
could  add  over  $300  million,  or  around 
$1.50  a  share,  to  Gulf  s  annual  profits. 

It  is  a  measure  of  Gulf  's  ambitions, 
and  its  resources,  that  the  costly  acquisi- 
tion of  Kewanee  will  make  only  a  modest 
dent  in  Gulf  s  cash  hoard — which  stood 
at  $2.4  billion  last  July.  Meanwhile.  Har- 
old Hammer  is  looking  for  more  acquisi- 
tions— energy  related,  of  course,  in  line 
with  McAfee's  policy.  "We  are  looking." 
Hammer  says,  "at  several  possible 
ones."  Hammer  thinks  Gulf  s  cash  has  a 
real  opportunity  to  buy  solid  assets  at  a 
reasonable  price  in  today's  relatively  de- 
pressed stock  market. 

Thus,  from  almost  every  point  of  view, 
Gulf  s  position  is  a  good  deal  better  than 
its  image  would  suggest.  Except  in  one 
regard,  and  that  is  in  the  painfully  open 
question  as  to  what  the  U.S.  govern- 
ment— thai  is.  Congress — will  permit. 
To  date  Congress  bark  has  been  worse 
than  its  bite.  Abusing  oil  executives  and 
thundering  about  breakup  is  one  thing; 
actually  voting  to  throw  a  wrench  into 
this  effective  piece  of  industrial  machin- 
ery is  something  else  again — witness  the 
Senate  s  62-to-30  defeat  last  month  of  a 
liberal  attempt  to  prohibit  big  oil  compa- 
nies from  developing  nonpetroleum  en- 
ergy resources.  But  one  can  never  tell. 

Harold  Hammer  prefers  to  put  a  good 
face  on  the  prospects.  "What  shakes  up 
the  naysayers  are  all  the  extraneous 
forces  over  which  international  oil  com- 
panies have  no  control,  he  says.  "They 
worn  about  sweeping  nationalization, 
but  that's  already  happened  The  bad 
news  is  out.  Then  they  re  depressed  by 
the  U.S.  governments  influence.  But 
that  problem  is  hardly  unique  to  Gulf;  it 
hurts  all  companies. 

Faced  with  a  political  situation  whose 
outcome  no  one  can  foretell.  Jerry  McA- 
fee and  his  board  seem  to  have  decided 
to  act  boldly  and  hope  for  the  best.  If 
private  enterprise  has  a  future  in  energy , 
Gulf  Oil  will  come  out  a  big  winner.  ■ 


".  .  .  'You  know  things  are  getting  better/  says  a  Gulf 
employee  in  Houston,  'when  I  like  a  liberal  newspaper 
calling  us  "hapless"  and  "inept" 
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WE  MAKE  AN  EXTRA  POINT  OF  SOLVING 

YOUR  TOUGHEST  RANKING  PROBLEM,  At  North  America,  converting  banking 
problems  to  banking  solutions  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  the  answer  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 
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of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAI  CORPORATION 


The  American  People 
Are  Being  Robbed! 

And  all  in  the  name  of  protecting  us  from 

alleged  corporate  greed.  The  place:  national  forests. 


By  KATHLEEN  WIEGNER 

In  Oregon's  Siuslaw  National  Forest, 
century-old  Douglas  fir  tower  over  the 
quiet  forest  trails  and  clear-running 
streams.  The  forest  products  and  paper 
industry  would  dearly  love  to  get  its 
hands  on  some  of  these  trees.  The  envi- 
ronmentalists are  determined  to  stop  it. 
Somewhere  between  profits  and  poetry 
stands  the  Forest  Service,  whose  job  it  is 
to  manage  the  92  million  acres  of  com- 
mercial forest  land  in  the  National  Forest 
System. 

Environmentalists  to  the  contrary, 
cutting  fewer  trees  does  not  necessarily 
benefit  the  forests  and  the  people  who 
use  thern  for  recreation.  This  is  a  scien- 
tific fact.  The  Forest  Service  is  well 
aware  of  it.  But  so  loud  have  been  the 
cries  of  "Woodman,  spare  that  tree," 
that  Forest  Service  timber  sales  were 
almost  stopped  in  1975  and  only  re- 


sumed when  Congress  quickly  passed 
legislation  permitting  clear-cutting  on 
federal  lands  to  continue  (FORBES,  Apr. 
15,  1976).  Meanwhile,  the  battle  goes 
on.  In  Ely,  Minn,  another  skirmish  in 
the  battle  is  in  progress  over  whether 
logging  and  mining  can  continue  in  the 
Boundary  Waters  Canoe  Area,  a  federal 
wilderness  area  since  1964.  And  Con- 
gressman Morris  Udall  (D — Ariz.)  has 
proposed  putting  147  million  acres  of 
Alaska  (almost  40%  of  the  state)  into  cold 
storage  by  adding  them  to  the  rapidly 
growing  Wilderness  System  (where  tim- 
ber harvesting  is  normally  not 
permitted). 

In  all  the  shouting,  it  has  almost  been 
forgotten  why  the  National  Forest  Sys- 
tem was  created  in  the  first  place  from 
large  blocks  of  western  land  in  the  public 
domain.  These  "forest  reserves,"  as  they 
were  first  called,  were  thought  of  as  just 
that — reserves  against  the  possibility  of  a 


"timber  famine"  should  private  loggers 
cut  their  way  into  the  Pacific  Ocean  and 
leave  the  U.S.  without  trees.  Other  gov- 
ernment lands,  such  as  national  parks, 
would  preserve  land  primarily  for  scenic 
and  recreational  values,  but  national  for- 
ests were  to  serve  hardheaded  economic 
purposes — for  cattlemen  who  used  the 
grasslands  for  grazing,  outdoorsmen  who 
wanted' wildlife  habitats  and  recreational 
facilities,  and  timbermen.  Gifford  Pin- 
chot,  the  great  conservationist,  fought 
for  the  national  forests  in  the  1890s  and 
later  served  as  the  first  chief  of  the  Ser- 
vice. Pinchot  saw  these  forests,  not  as  a 
museum,  but  as  a  place  where  the  best 
forest  management  practices  would 
prevail. 

So  much  for  the  dream.  The  reality  is 
this.  An  estimated  6  billion  board  feet  of 
Forest  Service  timber  is  wasted  every 
year  (nearly  50%  of  the  Service  s  allow- 
able cut  of  13  billion  board  feet)  as  a 
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High  technology 
is  our  basic  strength. 
We  make  it  work. 
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Power.  Combining  a  gas  turbine  and  all  necessary  controls, 
this  truck-mounted  power  unit  from  our  Power  Systems 
Division  can  be  driven  almost  anywhere— and  can  produce 
enough  electricity  for  a  city  of  25,000  people. 


Systems.  Built  to  the  rugged  requirements  of  the  army  of  the 
future,  our  Sikorsky  Aircraft  Division  has  developed  the  U.S. 
Army's  troop  carrying  helicopter  of  the  1980'sand  1990's. 


SALES  IN 
BILLIONS 


EARNINGS  IN  $157.4 
MILLIONS 
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72      73      74  75 
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Industrial.  At  the  Charles  de  Gaulle  International  Airport  in 
Paris,  our  Otis  Elevator  subsidiary  helps  take  the  walking  out 
of  flying  Moving  walkways  carry  up  to  10,000  passengers  an 
hour  from  curbside  to  seven  satellite  buildings. 


Crowning  five  years  of  achievement,  our  1976  sales  and 
earnings  were  at  record  highs.  Since  1972,  sales  have 
increased  by  155%  and  earnings  by  21 1%. 


UNITED 

TECHNOLOGIES, 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Group  •  Essex  Group  •  Sikorsky  Aircraft  •  Hamilton  Standard 
Power  Systems  Division  •  Norden  •  Chemical  Systems  Division  •  United  Technologies  Research  Center 
United  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV— sponsored  by  United  Technologies  Corp 


ITEL  LEASING. 
WELL  STRETCH 
YOUR  DOLLARS 
TO  FIT  YOUR  NEEDS. 


If  you  need  to  acquire  a  corpo- 
rate jet,  for  example,  Itel  can  structure 
a  lease  that  will  free  your  capital  for 
other,  more  profitable  uses 

We  let  you  decide  on  the  exact 
type  of  equipment  and  the  terms  of 
warranties,  delivery  and  services. 
Then  Itel's  experienced  marketing 
specialists  will  help  you  select  the 
best  financing  alternative.  We  handle 
every  aspect  of  the  leasing  transac- 
tion -  from  equity  and  debt  place- 
ment, through  the  preparation  and 
execution  of  the  lease  documents,  to 
post-delivery  administration  services. 

And  because  Itel's  Jet  Lease 
program  is  flexible,  we'll  arrange 
exactly  the  lease  you  need  to  satisfy 
your  specific  requirements.  After  all, 
our  objective  is  to  help  you  put  your 
capital  equipment  dollars  where 


they'll  get  the  best  return. 

But  the  Jet  Lease  isn't  the  only 
program  we  have.  Itel  has  a  wide 
variety  of  leasing  programs  designed 
to  serve  a  range  of  corporate  needs 
Whether  you're  interested  in  fleets, 
computers,  power  generating  equip- 
ment, tankers,  railroad  rolling  stock 
and  other  major  pieces  of  equipment 
Or  whether  you  need  something 
smaller,  like  trucks  or  mini-computers 
Itel  can  structure  a  lease  for  you 
even  if  it  means  creating  a  brand 
new  market. 

Our  approach  to  leasing  is  as 
simple  as  it  is  unique -we  think  all 
parties  involved  should  operate  as 
a  team.  That  way,  we  can  structure 
the  best  possible  lease  at  the  best 
rate  for  the  best  term,  and  everyone 
benefits  from  it. 


When  it  comes  to  knowledge 
and  experience  in  leasing,  Itel's  record 
speaks  for  itself  —  in  the  past  seven 
years,  we've  arranged  financing  for 
nearly  $2.5  billion  of  equipment,  and 
one-half  billion  dollars  of  that  in 
1976  alone. 

Our  success  has  come  from 
showing  our  customers  how  to  use 
their  capital  resources  more  effec- 
tively. And  now  that  you  know  how 
we've  helped  them,  maybe  you'd  like 
to  know  how  an  Itel  leasing  program 
can  help  you 


CORPORATION 

Financial  Sei-s/ices  Group 
One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone:  (415)  955-0000 


Olin  Corporation,  Stamford,  Conn.  06904 


Who's  got  the  brass 
to  make  things  smaller  for  America? 


We  do.  You'll  find  Olin  Brass  in 
much  of  the  wizard  small  circuitry 
of  today.  From  desk-top  computers, 
which  used  to  fill  a  room.  To  pocket 
calculators,  which  used  to  fit  on  a 
desk. 

Why  Olin  Brass?  The  reason  is 
quality.  At  Olin  Brass  we  can  roll 
copper  to  l/16th  the  thickness  of 
this  page.  In  fact,  we  can  roll  metals 
so  uniformly  thin  that  we've  helped 
create  an  amazing  new  technology- 


flexible  circuitry.  With  flexible  cir- 
cuits individual  connections  are  elim- 
inated and  507c  less  space  is  used. 

Olin  Brass  also  meets  the  big 
needs  of  America.  For  heavy  in- 
dustry we  make  alloys  for  motors, 
generators,  transformers,  and 
switchgear. 

And  Olin  helps  open  doors. 
When  you  see  a  doorknob,  you  prob- 
ably don't  realize  it  came  out  of  an 
Olin  seven-ton  coil,  over  a  mile  long, 


delivered  without  scratches,  dings, 
dents,  or  other  defects. 

The  leading  manufacturers  in 
communications,  electronics,  appli- 
ances, photography,  transportation, 
all  rely  on  Olin  Brass,  tailor-made  to 
fit  their  needs.  Whether  the  need  be 
big,  small,  or  somewhere  in  between, 
quality  seeks  out  quality.  J  y 


says 


lira 


Tree  Snippers:  Forest  products  companies  use  hydraulic  shears  to  trim 
growing  stands,  making  room  for  other  trees  to  grow  to  large  size  faster  . 


result  of  insect  kill,  rot,  wind  kill  and 
other  enemies  of  old  trees.  In  many 
western  forests  the  mortality  about  bal- 
ances the  net  annual  growth.  Even  this 
deadwood  might  be  usable  if  offered  to 
buyers  as  salvage.  But  Forest  Service 
salvage  sales  have  been  so  minimal  that 
in  1973  the  General  Accounting  Office 
chided  the  Forest  Service  about  them. 

As  forest  fires  sweep  through  the 
drought-stricken  West  this  year,  they 
are  being  fueled  by  the  deadwood  and 
brush  that  have  accumulated  on  the  for- 
est floors.  "A  lot  of  preservationists  don't 
understand  that  all  living  things  die," 
says  Richard  Worthington,  the  newly  ap- 
pointed regional  forester  for  the  Forest 
Service  in  the  Pacific  Northwest.  "Trees 
die,  and  if  you  don't  harvest  them, 
Mother  Nature  harvests  them — with  for- 
est fires."  Forest  fires,  it  should  be  add- 
ed, can  sterilize  the  soil,  destroy  valu- 
able watersheds,  eliminate  wildlife 
habitats  and  leave  charred  areas  uglier 
than  any  clear-cut.  And  while  the  old 
trees  rot  or  burn,  around  2  million  acres 
of  Forest  Service  land  remain  unplanted 
with  the  young  trees  that  would  become 
the  forests  of  the  future. 

Though  the  1976  National  Manage- 
ment Act  authorized  $200  million  a  year 
for  eight  years  to  reforest  this  backlog,  in 
the  past  the  Forest  Service  had  to  rely  on 
money  from  its  general  budget  to  replant 
burned  areas  (a  percentage  of  the  money 
from  timber  sales  could  only  be  used  to 
reforest  cutover  areas). 

Compounding  the  problem  of  how  to 
manage  the  national  forests  is  the  fact 
that  the  land  base  is  being  reduced  to 
create  vast  tracts  of  federal  wilderness. 
Of  the  14.4  million  acres  now  included  in 
the  National  Wilderness  Preservation 
System,  87%  was  taken  from  the  national 
forests.  In  all,  some  351.2  million  acres 
of  federal  land  are  either  already  in  the 
Wilderness  System,  are  being  consid- 
ered by  Congress,  or  are  or  will  be  stud- 
ied by  federal  agencies.  In  all  these  cases 
valuable  mineral  reserves  and  commer- 
cial tree-growing  lands  will  be  locked 
away,  presumably  forever. 

The  Forest  Service  estimates  it  will 
sell  around  11  billion  board  feet  in  na- 
tional forests  this  year,  about  27%  of  the 
U.S.'  total  wood  harvest.  But  the  amount 
is  dwindling  year  by  year:  From  13.4 
billion  board  feet  sold  in  1970,  the  figure 
dropped  to  10.3  billion  in  1976. 

John  McGuire,  chief  of  the  Forest  Ser- 
vice, believes  it  is  this  allocation  of  For- 
est Service  lands  to  other  uses  like  wil- 
derness that  has  caused  the  decline.  That 
and  the  fact  that  the  Forest  Service  is 
underfinanced.  "We  typically  propose  to 
sell  more  every  year  than  we  are  eventu- 
ally financed  to  sell,"  says  McGuire,  a 
soft-spoken  man  who  has  been  known  to 
stop  in  the  middle  of  a  conversation  to 
take  a  call  from  a  ranger  about  how  to 
handle  the  problem  of  one  of  an  endan- 


gered species  that  has  been  killed  by  a 
hunter.  "For  example,  we're  only  fi- 
nanced to  sell  something  like  10  billion 
to  11  billion  board  feet  this  year  when  we 
could  sell  around  13  billion.  It's  primar- 
ily lack  of  dollars  and  people  to  prepare 
the  sale,  offer  it  and  supervise  the  execu- 
tion. In  some  cases  it  is  also  due  to  lack  of 
funds  for  roads."  Jack  Wolff,  vice  presi- 
dent for  land  and  timber  for  Weyer- 
haeuser, agrees  with  McGuire. 

By  the  Forest  Service's  own  estimates, 
it  could  increase  its  timber  sales  20%  in 
perpetuity  without  doing  damage  to  the 
environment  if  Congress  were  willing  to 
pay  the  price.  Of  course,  all  government 
bureaus  think  they  are  entitled  to  more 
money,  but  in  one  sense  at  least  the 
Forest  Service  is  different:  It  produces 
income  for  the  federal  government.  Un- 
fortunately, the  national  forests  are  not 


run  as  a  business.  The  income  they  gen- 
erate simply  goes  into  the  government's 
coffers  while  the  Service's  budget  gets 
voted  by  Congress  just  like  any  other 
appropriation. 

The  money  could  be  used  to  practice 
intensive  forestry:  seeding  at  ground  lev- 
el rather  than  from  the  air;  thinning  of 
saplings;  brush  clearing.  Thus,  without 
increasing  the  number  of  acres  cut,  the 
Service  could  provide  a  healthier  harvest 
per  acre. 

In  addition  to  its  normal  reluctance  to 
spend  money  on  projects  that  don't  win 
votes,  Congress  has  been  influenced  in 
its  penny-pinching  by  the  Sierra  Club. 
The  "Club,  "  a  sort  of  latter-day  Women's 
Christian  Temperance  Union,  is  a  mas- 
ter at  using  arm-twisting  and  blatant  pro- 
paganda on  Congress. 

The  Forest  Service  is  also  hamstrung 


FORBES,  OCTOBER  15,  1977 


107 
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market* 


You  can  accurately  pinpoint  the  Hong  Kong 
market,  and  gently  needle  your  prospects,  with  a 
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by  a  management  policy  called  nonde- 
clining  even  flow.  The  Multiple-Use 
Sustained-Yield  Act  of  1960  ordered  the 
Forest  Service  to  manage  its  forests  on  a 
sustained-yield  basis — which,  according 
to  the  law,  means  that  the  renewable 
resources  of  the  forest  are  to  be  managed 
to  achieve  "in  perpetuity  ...  a  high  lev- 
el annual  or  regular  periodic  out- 
put .  .  .  without  impairment  of  the  pro- 
ductivity of  the  land."  This  could  be 
interpreted  to  mean  that  wide  swings  in 
production  levels  are  permissible  as  long 
as  the  land's  ability  to  produce  new  sup- 
plies is  not  impaired.  But  since  1973  the 
Forest  Service  has  chosen  a  narrower 
definition — never  to  sell  more  today 
than  you  would  if  you  contemplated  sell- 
ing the  same  amount  forever.  Under  the 
"even-flow"  principle,  which  was  made 
law  by  the  1976  Management  Act,  the 
amount  sold  can  only  be  altered  slightly, 
no  matter  what  the  age  or  condition  of 
the  forest,  or  what  the  demand  might  be. 

If  the  national  forests  contained  a  good 
mixture  of  different-aged  trees,  this  poli- 
cy might  be  workable.  But  in  the  West 
the  forests  are  mostly  trees  that  have 
reached  their  growth  potential.  This  is 
what  industry  finds  so  frustrating.  The 
cutable  timber  is  there:  Over  50%  of  the 
softwood  sawtimber  inventory  in  the 
U.S.  grows  in  national  forests,  and  44% 
of  all  the  forested  lands  in  11  western 


states  are  in  national  forests.  With  few 
private  forest  owners  to  buy  from,  tim- 
ber companies  without  large  forest  lands 
of  their  own  are  forced  to  rely  on  the 
Forest  Service  for  raw  materials. 

It  is  one  of  those  common  ironies  of 
bureaucratic  controls  that  policies  in- 
tended to  protect  the  public  against  pri- 
vate greed  end  up  by  hurting  the  public 
more  than  they  do  the  alleged  private 
predators.  For  example,  in  reducing  the 
flow  of  timber  to  the  market,  current 


".  .  .  The  real  question  is: 
How  to  best  utilize  a  valuable 
national  resource?  . . ." 


policies  have  the  effect  of  forcing  up 
prices.  In  1974,  when  the  housing  mar- 
ket was  at  its  low  point,  well  over  half  the 
volume  sold  in  one  western  national  for- 
est was  selling  for  more  than  200%  of  its 
appraised  value  (around  $200  per  thou- 
sand board  feet).  With  housing  on  an 
upswing  this  year,  recent  timber  sales  in 
the  Willamette  National  Forest  in  Or- 
egon reached  record  highs  of  $300  per 
thousand.  Pendleton  Siegel,  Drexel 
Burnham  s  forest  products  analyst,  esti- 
mates that  government  policy,  as  it  has 
affected  the  rise  in  stumpage  prices,  is 


responsible  for  from  $5  billion  to  $6  bil- 
lion in  inflation  in  the  last  five  years. 

The  balance  of  payments  suffers,  too. 
The  U.S.  still  imports  more  forest  prod- 
ucts than  it  exports  (estimated  imports  in 
1976  were  $5.5  billion;  exports,  $4.7  bil- 
lion) although  it  has  the  land  base,  cli- 
mate and  soil  to  be  in  an  export  position. 

Yet  another  irony  is  that  timber,  un- 
like most  other  raw  materials,  is  renew- 
able, nonpolluting  and  energy-saving.  So 
renewable  that,  in  fact,  nearly  all  of  the 
national  forests  in  the  East  were  burned 
or  cutover  lands  at  one  time.  The  Mo- 
nongahela  National  Forest,  once  called 
"the  Monongahela  burn,"  is  so  well-for- 
ested today  that  it  became  the  focal  point 
for  last  year's  clear-cutting  controversy. 
To  produce  a  ton  of  steel,  on  the  other 
hand,  involves  ultimately  disposing  of 
about  nine  tons  of  raw  materials,  while 
generating  substantial  air  and  water  pol- 
lution. Major  wood  substitutes  such  as 
aluminum,  steel  or  cement  are  more  en- 
ergy intensive  than  wood. 

The  real  issue  is  not  natural  beauty 
versus  corporate  greed.  Not  conserva- 
tion versus  waste.  Not  profits  versus  po- 
etry. The  real  question  is:  How  do  we 
best  utilize  a  valuable  national  resource? 
At  the  moment  we  are  not  doing  a  very 
good  job — in  part  because  we  permit  a 
small,  dedicated  minority  with  a  narrow 
point  of  view  to  call  the  tune.  ■ 


Thousands  of  companies  are  saving 
up  to  8%  on  First  Class  Mail  postage. 


You  may  have  heard  of  PRESORT,  the  service  now 
being  offered  by  the  U.S.  Postal  Service.  It  can  save 
you  up  to  thousands  of  dollars  a  year. 

The  idea  is  simple  and  requires  only  a  few  changes 
in  your  mailing  system.  The  main  requirements  are 
to  presort  your  mail  by  Zip  Code  and  place  it  in  the 
special  trays  the  Post  Office  supplies  free.  That  done, 
you  just  deliver  them  to  the  Post  Office.  And  you 
save  a  penny  on  every  piece  of  qualifying  First  Class 
Mail. 

Presorted  mail  helps  insure  consistent  delivery 
since  it  is  ready  to  be  forwarded  almost  as  soon  as 
you  drop  it  off  at  your  local  Post  Office.  Processing 
time  can  be  minimized  since  presorted  mail  requires 
less  handling,  by  avoiding  many  individual  Postal 
Service  operations. 


U.S. 
POSTAL 

C1977.U  S  Po.ul  Soviet  SERVICE 


For  Complete  Information 

The  Postal  Service  has  prepared  a  brochure  pro- 
viding all  the  details  on  how  PRESORT  works 
and  how  simple  it  is  for  you  to  use.  To  learn  how 
you  can  get  the  benefit  of  PRESORT,  just  mail 
this  coupon.  Or,  if  you  prefer,  you  can  contact 
the  Postmaster  or  the  Customer  Service  Repre- 
sentative at  your  local  Post  Office. 


PRESORT,  Room  5990U 
United  States  Postal  Service 

475  L'Enfant  Plaza  W,  S.W.,  Washington,  D.C.  20260 
Please  send  a  PRESORT  brochure  to: 


NAME. 
TITLE. 


COMPANY . 

STREET  

CITY  


_STATE_ 


-ZIP- 
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Essentials. 


Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  products 

Essentials  like  Crane  valves  and  pumps. 
As  the  world's  largest  producer  of  valves,  you'll 
find  our  products  in  such  growth  areas  as  the 
petroleum,  chemical,  power,  and  pulp  and  paper 
industries.  You'll  also  find  our  pumps  everywhere 
from  chemical  processing  to  nuclear  power  plants 


The  products  of  Crane's  growth. 


Essentials  like  pollution  control  equipment, 
or  both  private  industry  and  government. 
Essentials  like  building  products,  from  plumbing 
ixtures  to  doors  and  windows  for  offices,  schools, 
heatres,  private  homes,  hospitals  and  hotels. 

Essentials  like  aircraft  braking  systems, 
/irtually  every  commercial  jet  and  military 


transport  uses  one  of  our  Crane  anti-skid  braking 
systems  made  by  our  Hydro-Aire  Division. 

Specializing  in  essentials  for  basic 
industry  has  put  us  right  at  the  heart  of  American 
business.  It  has  also  made  us  one  of  America's 
most  important  companies.  Crane  Co.,  300  Park 
Avenue,  New  York,  N.Y.  10022. 


CRANE 

  ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  and  aircraft 


Tom  Swift  And  His 
Electric  Hamburger  Cooker 

National  Presto  is  capitalizing  handsomely 

on  the  all-American  love  of  gadgets  and  convenience. 

It  sure  beats  making  artillery  shells. 


An  Escoffier  might  observe  that  the 
omelet  pan  epitomizes  French  civiliza- 
tion— and,  sourly,  that  the  electric  ham- 
burger cooker  epitomizes  ours.  The  lat- 
ter's  developer  and  leading  producer, 
appliance-maker  National  Presto  Indus- 
tries, Inc.,  figured  it  that  way,  and  has 
certainly  profited  accordingly. 

"We  were  the  first  in  our  industry  to 
recognize  a  fundamental  change  in 
American  society,"  explains  Prestos 
chairman,  Melvin  S.  Cohen.  A  lean, 
graying  59,  he  bursts  with  seemingly 
boundless  enthusiasm.  "It's  simple  de- 
mographics," he  crows.  "The  Census 
Bureau  says  51%  of  all  U.S.  households 
now  consist  of  singles  and  doubles,  not 
the  traditional  family  group.  They  have 
informal,  casual  lifestyles  and  money  to 
spend.  Yet  everybody  designs  appliances 
for  that  old,  traditional  5.8-member 
family. 

"Well,  we  started  designing  for  singles 
and  doubles." 

The  results  have  been  spectacular, 
which  is  a  good  thing,  because  National 
Presto's  other  major  product  line, 
105mm  howitzer  shells  for  the  U.S. 
Army,  became  a  disaster  area  as  the 
Vietnam  war  effort  wound  down.  The 
decline  in  ordnance,  the  1970s  reces- 
sions, and  weakness  in  certain  minor 
business  lines  roughly  offset  gains  in 
small  appliances  from  1969  until  1975, 
masking  gathering  strength.  Sales  fluctu- 
ated between  $164  million  and  SI  10  mil- 
lion, earnings  between  $2.05  and  $1.76  a 
share.  The  stock  hovered  around  10. 

But  meanwhile,  back  in  Eau  Claire, 
Wis.,  Presto  was  mulling  over  its  "dis- 
covery." "What  do  these  people  eat?"  it 
asked.  "What  explains  McDonald's  suc- 
cess? There  must  be  a  tremendous  de- 
mand for  burgers."  So  out  came  the  elec- 
tric hamburger  cooker  in  1974. 
Designed  like  a  round  miniature  waffle 
iron,  it  neatly  broiled  a  meat  patty  in  its 
Teflon  interior  in  one  minute  (rare)  to 
three  minutes  (well  done). 

By  1975  it  was  clearly  a  raging  success; 
so  were  the  predictable  follow-ons,  the 
square  version  that  also  grills  toasted 
cheese  sandwiches,  and  the  ultimate 
technical  achievement  to  date,  the  dou- 


ble square  burger  cooker. 

One  might  smile,  until  one  learns  that 
Presto  sold  8.5  million  of  the  things  last 
year,  as  its  overall  appliance  sales  soared 
73%,  to  $98.2  million.  Needless  to  say, 
competitors  fell  all  over  themselves 
rushing  to  copy  the  product.  But  Presto 
wasn't  standing  still.  "What  do  people 
eat  besides  burgers?"  questioned  Presto 
next.  "Hot  dogs."  The  new  electric  "Hot 
Dogger"  appeared  in  1975.  It  sold  almost 
as  quickly.  "What  do  they  buy  at 
McDonald's  after  the  burger?"  pursued 
Presto  with  relentless  logic.  "French 
fries!' 

The  "Fry7  Baby,  a  miniature,  easy-to- 
clean  deep-fat  fryer,  debuted  in  1976. 


Presto  couldn't  meet  the  demand. 

By  last  year  ordnance,  once  65%  of 
sales,  had  shrunk  so  far  (to  12%)  and 
appliances  mushroomed  so  much  (to 
75%)  that  the  masking  effect  finally  van- 
ished. Sales  were  still  a  mere  $131.6 
million,  but  earnings  per  share  soared 
101%,  to  $4.05.  Beturn  on  shareholders' 
equity  was  a  heady  17.6%.  The  stock  has 
been  selling  recently  at  27 — nearly  tre- 
bling its  old  price. 

Trouble  is,  the  gadgets  Presto  peddles 
have  a  relatively  short  marketing  cycle. 
"One  succeeds,"  says  Cohen,  "and  then 
the  copy  artists  come  in,  and  that  in- 
cludes the  major  companies.  They  don't 
innovate,  they  copy."  Cohen  has  ac- 
quired a  distaste  for  the  word.  "Their 
only  justification  for  existence  is  lower 
price.  But  as  the  price  drops,  the  leader 
is  less  able  to  promote,  and  promotion  is 
what  sells  it  in  the  first  place.  As  the 
promotion  is  squeezed  out,  demand  falls 
off,  and  eventually  the  bastards  all  com- 
pete until  the  profit  is  squeezed  right 
out,  too. 

"So  you  have  to  use  prudence,  be- 
cause the  risks  are  high.  Design  is  costly, 
and  tooling  up,  and  the  investment  in 


inventory.  And  the  most  expensive  of  all 
is  the  national  advertising — all  up  front." 

So  what's  new  at  Presto  this  year? 

The  question  galvanizes  Cohen.  He 
leaps  up  and  leads  the  way  at  a  breath- 
less pace  to  the  showroom  through  the 
barnlike  remodeled  factory  building  (a 
leftover  from  World  War  II)  that  houses 
National  Presto's  headquarters. 

One  wall  is  lined  with  bread-and-but- 
ter appliances  like  pressure  cookers, 
electric  skillets  and  toasters  in  which 
Presto  had  been  able  to  defend  market 
position.  Cohen  waits  impatiently  at  the 
far  end,  by  the  hamburger  cookers. 
"Here  they  are,"  he  says,  beaming  over 
the  new  products. 

A  larger  version  of  the  miniature  fryer. 
An  electric  skillet  with  a  Pyrex  casserole 
dish  for  a  lid.  "Just  flip  it  over,  he 
demonstrates,  "lift  the  skillet  away  and 
you're  ready  to  serve  it  at  the  table." 
And  what  looks  like  a  miniature  mailbox, 
but  turns  out  to  be  a  portable  oven  that 
will  bake  at  the  table,  turning  out  one  of 
those  miniature  loaves  certain  restau- 
rants, seeking  "atmosphere,"  serve 
warmed  over. 


The  visitor  suppresses  the  feeling  that 
this  year  the  mine  might  be  playing  out. 
Whether  it  is  or  not,  Cohen  is  looking  for 
outlets  for  the  profit  still  rolling  in.  The 
company  has  long  had  a  rock-solid  finan- 
cial position — no  debt  and  lots  of  cash. 
So  Presto  acquired  a  small  truck-leasing 
concern — a  voraciously  capital-hungry 
business— and  is  looking  for  other  buys. 
Now  bitten  by  the  acquisition  bug,  Co- 
hen is  also  anxious  to  raise  his  stock  price 
even  higher;  it  sells  too  close  to  book 
value  to  suit  him  as  acquisition  currency. 
Presto  has  bought  in  shares,  split  the 
stock — :twice— and  raised  the  dividend. 
Still,  it  sells  at  a  modest  six  times 
earnings. 

There  is  even  an  85,000-share  short 
position  in  Presto  stock — a  lot  for  a  little- 
known  company  with  a  thin  float — that 
presumably  believes  Presto  is  about  to 
trip  up. 

"We  can't  afford  to  spend  the  time 
test-marketing  anymore,  admits  Co- 
hen. "They'll  start  copying  us  too  soon. 
So  we're  flying  by  the  seat  of  our  pants. 
It's  gutsy  as  hell,"  he  says,  "but  the 
rewards  are  worth  the  risk." 

So  far.  ■ 


". . .  '[Over  half]  of  all  U.S.  households  now  consist  of 
singles  and  doubles.  .  .  .  Yet  everybody  designs  appliances 
for  that  old,  traditional  5.8-member  family'  .  . ." 
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How  we  started  as 
number  one  in  the  Pacific 
and  why  we  still  are. 


In  1935,  Pan  Am  was 
the  first  airline  to  fly  across  the 
Pacific.  We  started  with  one  flight, 
on  our  famous  China  Clipper.  For  years,  it  was  the  only 
way  to  fly  to  the  Orient  and  South  Pacific. 

42  years  later,  many  frequent  travelers  still  consider 
it  the  "only  way"  to  fly  there.  Probably  because  we  fly  to 
more  than  15  major  cities  in  the  Orient  and  South  Pacific. 
And  totally  to  more  places  in  the  Pacific  from  the  U.S. 
than  any  other  airline.  Not  to  mention  that  every  flight 
across  the  Pacific  is  a  comfortable  and  spacious  747  or 


747  SP.  (Which  also  means  there's  plenty  of  room  for  your 
cargo.) 

And  because  we  have  so  many  non-stop  flights,  no 
matter  where  you  live  in  America  you're  probably  just  one 
stop  away. 

The  only  non-stop  to  Hong  Kong* 

We  have  3  non-stop  747  SPs  a  week  from  San  Fran- 
cisco to  Hong  Kong.*  And  all  our  flights  continue  on  to 
Bangkok.  (There's  also  daily  one-stop  747  service  from 
New  York  and  San  Francisco.) 

3  non-stops  a  day  to  Tokyo. 

We  have  the  only  non-stops  to  Tokyo  from  New  York 
and  Los  Angeles.  We  also  have  a  non-stop  every  day  from 
San  Francisco  and  another  flight  from  Los  Angeles  which 
makes  one  stop  in  Llonolulu. 

And  once  you  arrive  in  Tokyo  we  have  continuing 
service  to  Osaka  or  Hong  Kong.  Or  we'll  arrange  conve- 


nient connections  to  most  other  major  cities  in  the  Orient. 
The  only  non-stop  to  Auckland.  And  the  only 
non-stop  back  from  Sydney. 

We  have  5    -X  non-stop  flights  a  week  from 
the  West  Coast  to  Auck  land.  Each  continues  on  to 

Sydney  and  Mel- 
bourne. And  when 
you're  returning,  we 
have  the  only  non-stops  from  Australia  and  New  Zealand 
to  the  West  Coast. 

Take  advantage  of  our  "Executive  Express." 

Together,  Pan  Am  and  American 
Express,  developed  the  "Executive 
Express"  service  to  the  Pacific. 

It  was  designed  especially  for  the 
business  traveler  who  wants  the  best  in 
hotel  comfort,  value,  and  service. 
(That's  why  we  chose  Inter-Continen- 
tal® and  Hilton  International  Hotels.) 
The  value  vouchers  included  in  "Exec- 
utive Express"entitle  you  to  many  extras 
and  preferred  service  from  the  hotels. 

And  for  those  going  to  the 
Orient,  for  a  little  extra  we'll  make  up 
your  own  business  card  in  Chinese  and 
Japanese.  (A  small  price  to  pay  for  the 
big  impression  it  will  make.) 

Naturally,  you  can  charge  your 
trip  on  the  American  Express*  Card. 
It's  welcomed,  you  know,  everywhere  in 
the  Orient  and  Pacific.  Of  course,  you 
can  also  extend  payment  on  your  Pan 
Am  trip  with  the  American  Express 
Card  "Sign  and  Fly'^plan.The  American  Express  Card. 
Don't  Leave  Home  without  it.SM 

In  case  you  don't  have  a  card,  now's  the  time  to  make 
all  your  future  travels 
a  lot  more  convenient. 
And  the  costs  a  lot  easier 
to  manage.  Just  pick  up 
an  application  wherever 
the  American  Express 
Card  is  welcomed. 

For  more  informa- 
tion and  reservations,  see  your  travel  agent  or  your 
corporate  travel  manager. 


America  s  airline  to  the  world. 


*  Non-stop  service  effective  October  30, 1977. 


Gargling  With  Peanut  Butter 

It  can't  be  done,  Lance,  Inc.  agrees, 

but  adds  that  it's  about  the 

only  thing  you  can't  do  with  peanut  butter. 


About  16  years  before  five-year-old  Jim- 
my Carter  started  boiling  and  bagging 
his  daddy's  peanuts  and  peddling  them 
on  the  roads  of  Plains,  Ga.,  another  pea- 
nut entrepreneur,  the  late  Philip 
Lance — no  kin  to  Bert — was  wrapping 
glassine  around  his  wife's  concoction, 
peanut  butter  cracker  sandwiches,  and 
hawking  them  to  local  merchants  in 
Charlotte,  N.C.  Carter  moved  on. 
Lance,  his  wife,  his  daughter  and  his 
son-in-law  stayed  with  peanut  butter, 
and  today  Lance,  Inc.,  is  a  profitable 
($151 -million-sales)  snack-food  company 
beautifully  positioned  in  the  single  most 
attractive  segment  of  the  food  industry. 

Lance  has  branched  out  beyond  pea- 
nut butter  and  crackers,  but  these  in 
numerous  varieties  are  still  the  mainstay 
of  its  business. 

Lance  sells  its  snacks  to  gas  stations, 
industrial  plants,  commercial  offices, 
soda  shops  and  convenience  stores — ev- 
erywhere, in  short,  except  supermar- 
kets. It  also  markets  individually  pack- 
aged breadbasket  items — saltines,  melba 
toast,  onion  and  garlic  bread  sticks — to 
restaurants  and  small  institutions. 


With  impressive  results.  Return  on 
equity  has  averaged  over  18%  in  the  last 
decade;  pretax  margins  haven't  dipped 
below  14.8%,  and  last  year  stood  at 
16.5%.  Profits  increase  almost  every 
year  and  so  do  dividends.  It  has  $14 
million  in  cash  and  marketable  securi- 
ties, more  than  twice  its  total  liabilities, 
and  a  current  ratio  of  five  to  one.  Stocks 
of  smallish  companies  like  Lance  aren't 
in  much  favor  these  days,  but  Lance 
does  better  than  most.  At  a  recent  25,  its 
5.6  million  shares  over  the  counter  sold 
for  almost  twice  book  value  and  ten 
times  earnings. 

Lance  has  a  lot  going  for  it.  The  cookie- 
and-cracker  business  overall  grew  last 
year  an  estimated  5%  (Lance's  growth 
rate  is  at  least  double  that)  in  a  nation  that 
probably  eats  more  snacks  than  is  good  for 
it.  Also,  Lance  concentrates  in  the  fast- 
growing  32-state  region  that  covers  all  of 
the  Sun  Belt  and  the  Southwest. 

The  real  growth  catalyst  is  in  the  high- 
ly motivated  sales  force.  All  1,700  sales- 
men are  really  independent  business- 
men who  handle  only  the  Lance  line. 
Lance  ships  its  products  to  them  weekly 


Success  In  Snacks:  "Pete"  Sloan's  rec- 
ipe for  high  returns  on  Lance,  Inc. 
products  calls  for  keeping  them  out 
of  low-margin  supermarkets 
while  blanketing  high-margin  snack 
havens  like  gas  stations. 


in  company-owned  trucks.  Each  sales- 
man has  his  own  stockroom  full  of  freshly 
bagged  potato  chips,  "Big-Town"  cookie 
sandwiches,  popcorn  and  cheese  crack- 
ers and  more.  He  loads  his  truck,  which 
he  owns,  and  pays  his  own  expenses 
while  making  deliveries  in  his  territory. 
In  fact,  distribution  is  the  key  to  Lance's 
success.  By  staying  away  from  supermar- 
kets, Lance  also  stays  away  from  the 
heavy  competition  that  keeps  profit  mar- 
gins low  in  that  field.  By  concentrating 
on  smaller  stores,  Lance  limits  its  com- 
petition: Big  companies  like  Nabisco 
prefer  to  market  individually  wrapped 
snacks  through  distributors,  who  may 
handle  many  different  lines  besides  Na- 
bisco's.  Lance  has  yet  another  advan- 
tage. It  pays  the  salesmen,  not  when 
they  make  a  sale,  but  when  they  collect; 
65%  of  Lance's  customers  pay  cash. 
That's  a  powerful  incentive:  "That  makes 
it  possible  much  of  the  time,"  says  A.F. 
"Pete"  Sloan,  Lance's  aggressive  presi- 
dent, "for  Lance  to  receive  raw  materi- 
als, make  the  product,  sell  and  collect  for 
it  almost  before  the  invoice  for  the  raw 
material  is  paid." 

A  full  30%  of  Lance's  sales  are  made 
through  vending  machines,  which  Lance 
leases  to  its  customers  and  services 
through  its  salesmen.  The  machines  are 
equipped  with  flexible  pricing  mecha- 
nisms. "The  important  thing,"  says 
Sloan,  "is  not  price;  it's  availability.  If  a 
man  wants  a  peanut  butter  cracker  while 
his  car  is  getting  gas,  he'll  buy  it  for,  say, 
up  to  25  cents,  if  it's  there. "  Sloan's  job  is 
to  see  that  it's  there. 

Lance  is  no  longer  a  family  business, 
although  the  families  of  the  founders  still 
control  50%  of  the  stock.  It  still  keeps  its 
folksy  ways,  however,  and  promotes  al- 
most entirely  from  within.  Sloan  started 
out  as  a  management  trainee,  "which 
meant  I  learned  how  to  shovel  peanuts 
first."  Ex-Chairman  G.G.  Rhodes  began 
his  career  with  Lance  by  washing  cookie 
trays.  The  "from-the-kitchen-up  ad- 
vancement process"  gives  the  company  a 
certain  homespun  flavor.  First  names  are 
the  rule,  for  example,  but  the  Lance 
outfit  is  nothing  if  not  pragmatic.  Sloan 
patterned  his  trucking  operation  on  prin- 
ciples gleaned  from  a  friend  at  McLean 
Trucking.  Selling  techniques  were  cop- 
ied from  McCormick  &  Co.,  the  spice 
marketer. 

With  all  its  extra  cash,  Lance  has  set 
up  an  acquisition  program  that  has  yet  to 
prove  itself.  Some  12%  of  Lance  s  sales 
come  from  barely  profitable  Tri-Plas,  a 
California  maker  of  "Ronald  McDonald" 
promotional  cups,  and  still-unprofitable 
Hancock's  Old  Fashion  Country  Ham 
Inc.  Sloan  says  Lance  bought  them  be- 
cause "we  like  the  management."  As  for 
turning  around  these  acquisitions,  Sloan 
likes  to  quote  a  Lance  maintenance  fore- 
man: "Nothing  is  impossible  except  gar- 
gling peanut  butter."  ■ 
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You  survived 
the  initial  ERISA  crunch. 

But  you're  looking  for  more 
than  stopgap  measures. 

We'll  find  away 

We'll  sit  down  with  your  ERISA  team—  If  you  wish,  we'll  do  a  lot  more  than 

your  accountant,  attorney  and  actuary —to  help  you  with  ERISA.  We'll  help  you  tailor 

review  your  company's  employee  benefit  an  investment  program  that's  better  suited 

program.  to  your  present  and  long-range  needs. 

We'll  work  to  make  sure  your  plan  We  have  the  diversified  capabilities 

complies  with  ERISA,  federal  regulations,  you're  looking  for. . .  master  trust,  fixed 

case  law  and  agency  guidelines.  income,  equities,  index  accounts,  real 

We'll  offer  you  the  experience  of  the  estate-  options  and  more, 
bank  that  developed  the  first  complete  plan  If  you're  looking  for  help  with  ERISA, 

administrator  service.  A  bank  that's  not  or  ways  to  improve  your  entire  employee 

afraid  to  assume  full  fiduciary  responsibility  benefit  plan  picture,  call  Tom  Patterson,  Vice 

for  this  vital  ERISA  requirement.  President,  at  312/828-7001.  We'll  find  a  way. 

(S&  CONTINENTAL  BANK 

231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 


Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation 


Big-League  TEGWAR 


A  card  game  and  a  business  tactic  you  should  know. 
Take  lessons  from  Seatrain's  Steve  Russell,  an  expert. 


Writer  Mark  Harris,  when  he  was 
crafting  baseball  novels  like  The  South- 
paw and  Bang  The  Drum  Slowly,  invent- 
ed a  card  game  for  his  big  leaguers  to 
play  in  hotel  lobbies.  It  was  called  TEG- 
WAR— an  acronym  for  The  Exciting 
Game  Without  Any  Rules.  An  expert 
TEGWAR  player  steers  between  what 
seems  to  be  a  close  fidelity  to  the  rules  of 
poker  on  the  one  hand  and  an  astonish- 
ing willingness  to  make  them  up  when 
the  occasion  demands.  This  is  something 
more  than  bluffing;  when  a  good  TEG- 
WAR player  fails  to  fill  a  straight,  he 
declares  a  carboni — three  red  cards,  two 
black — and  rakes  in  the  pot.  Needless  to 
say,  a  good  command  of  TEGWAR  is 
useful  in  business. 

Consider  young  Stephen  Russell.  He 
was  just  34,  a  hotshot  executive  vice 
president  at  Hertz,  when  he  was  hired  in 
1974  by  Seatrain  Lines'  founders,  ex- 
furriers  Howard  Pack  and  Joseph  Kahn, 
to  rescue  their  Manhattan  shipping  line 
from  near  bankruptcy.  Like  any  good 
TEGWAR  player,  Russell  sticks  mainly 
to  the  rules.  Mainly.  He  brought  tight 
financial  controls  to  the  company's  100 
worldwide  offices.  He  invested  heavily 
in  the  lucrative  Pacific  and  Atlantic 
ocean  container  routes.  He  purchased  a 
$150-million-revenues  Texas  oil  refinery 
to  counter  shipping's  vertiginous  profit 
swings. 

The  results:  After  losing  money  every 


year  from  1971  through  1975 — over  $50 
million  all  told — Seatrain  finally  turned  a 
S6.5-million  profit  for  1976,  then  made 
another  $14.8  million,  or  $1.02  per 
share,  last  year  on  revenues  of  $463  mil- 
lion (the  fiscal  year  ends  June  30).  From 
2%  a  year  ago,  the  stock  recently  hit  15. 
Late  last  month  Kahn  and  Pack  named 
Russell  president.  Now  it  is  time  for  a 
hand  of  TEGWAR. 


The  stakes  are  the  $120-million  super- 
tanker Stuyvesant,  225,000  deadweight 
tons  of  plate  steel  built  in  Seatrain's 
sprawling  Brooklyn  yards,  mostly  at  tax- 
payers' expense.  For  months  now,  Rus- 
sell has  wrestled  with  the  Stuyvesant, 
trying  to  round  up  a  charter  for  the  ship 
so  that  Seatrain  can  sell  her.  Now  he  has 
turned  what  seemed  a  conventional — if 
losing — poker  hand  into  an  exciting 
game  of  TEGWAR.  Here's  how: 

Back  in  1972  glamour  in  the  shipping 
business  consisted  of  building  superle- 
veraged  supertankers.  Seatrain's  Kahn 
and  Pack  wanted  a  piece  of  that  glamour; 
they  convinced  the  U.S.  Maritime  Ad- 
ministration to  guarantee  $30  million  in 


Title  XI  shipbuilding  bonds  and  to  give 
Seatrain  $27.2  million  in  so-called  con- 
struction differential  subsidies,  or  CDS, 
to  build  the  Stuyvesant.  These  construc- 
tion subsidies  are  outright  taxpayer  gifts 
made  to  U.S.  shipyards  to  foster  the 
construction  of  U.S. -flag  vessels  in  order 
to  keep  U.S.  ships  competitive  with  for- 
eign ones. 

There  is  a  sensible  catch  to  CDS,  how- 


ever. U.S.  law  clearly  proscribes  ships 
built  with  CDS  from  competing  in  U.S. 
coast-to-coast  trade,  except  for  nonre- 
peating six-month  periods.  Why?  Be- 
cause the  1920  Jones  Act  closes  the  do- 
mestic trade  to  foreign-flag  vessels. 
Obviously,  there  is  no  point  to  allowing 
subsidized  U.S. -flag  ships  to  compete 
against  nonsubsidized  ones. 

Seatrain's  Kahn  and  Pack  knew  all  this 
in  1972  when  they  accepted  the  $27.2- 
million  subsidy  to  build  the  Stuyvesant 
(and  $28.8  million  more  for  a  sister  ship, 
the  Bay  Ridge,  scheduled  for  completion 
next  May).  What  they  did  not  know  was 
that  the  1973  oil  embargo  and  subse- 
quent world  recession  would  set  the  in- 


. .  When  a  good  TEGWAR  player  fails  to  fill  a  straight, 
he  declares  a  carboni — three  red  cards,  two  black — and 
rakes  in  the  pot.  TEGWAR  is  useful  in  business  .  .  ." 
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Unfair  foreign 
competition  takes 
jobs  from  American 
steelworkers 


Last  year,  foreign  steelmakers 
shipped  14.3  million  tons  of  steel 
to  our  shores.  That's  more  steel 
than  we  shipped  that  year— and 
we're  this  country's  second  largest 
steelmaker!  It's  equivalent  to  about 
70,000  steelworking  jobs.  And  all 
of  that  imported  steel  could  have 
been  made  in  America— by 
American  labor.  With  our  unem- 
ployment rate  pushing  7%,  why 
wasn't  it? 

America  believes  in  free 
trade,  that's  why.  Our  import 
doors  are  open  wider  than  any 
other  nation's.  And 
as  "free  enter- 
prisers^' American 
steel  producers 
wouldn't  have  it 
any  other 
way. 


We  also  believe  in  fair  trade. 
Most  foreign  steel  companies  are 
either  owned,  subsidized,  financed, 
aided,  and/or  protected  in  one 
way  or  another  by  their  govern- 
ments. They  don't  have  the  same 
pressure  we  do  to  operate  profit- 
ably or  generate  capital. 

Unfair  competition 

We  believe  that  much  of  the 
steel  imported  into  the  U.S.  is 
being  "dumped"— that  is,  sold  at 
prices  lower  than  those  charged  in 
the  producer's  own  country,  and 
usually  below  that  foreign  steel- 
maker's full  costs  of  production. 
Dumping  is  illegal,  but  it  has  been 
hard  to  prove. 


Imported  steel  means 
exported  jobs 

During  periods  of  slack 
demand  at  home,  foreign  steel- 
makers push  to  maintain  high 
production  rates  and  high  employ- 
ment. Result:  a  worldwide  glut  of 
steel. .  .much  of  it  exported  to 
America,  priced  to  sell. .  .thousands 
of  American  steelworkers  laid  off 
or  working  short  hours. 

Needed:  fair  rules 

Bethlehem  and  the  American 
steel  industry  are  not  "protec- 
tionist'.' We  are  not  looking  for 
permanent  trade  barriers  against 
foreign  steel  coming  into  our  home 
markets.  But  we  do  believe  steel 
producers  the  world  over  should 
follow  fair  trading  practices.  All 
we're  asking  is  a  chance  to  compete 
on  fair  and  equal  terms  here  in  our 
own  country. 

Washington  must  help 

We  urge  the  U.S.  Govern- 
ment to  insist  on  fair  trading  prac- 
tices in  steel,  especially  that  steel 
imports  be  priced  to  at  least  cover 
their  full  costs  of  production  and 
sale. .  .to  arrange  for  prompt  tem- 
porary relief  from  the  current 
excessive  flow  of  steel  imports. . . 
and  to  press  for  international 
governmental  negotiations  leading 
to  an  effective  international  agree- 
ment on  steel  trade. 

If  you  agree  with  us  about 
the  seriousness  of  this  problem, 
please  writ©  your  representatives 
in  Washington  and  tell  them  so. 

A  free  folder... "Foreign  Steel: 
Unfair  Competition?".. .explains 
our  answer  to  that  question. 
Write:  Public  Affairs  Dept., 
Rm.  476  MT,  Bethlehem  Steel 
Corp.,  Bethlehem,  PA  18016. 


Bethlehem 
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memo  from 
marsh  &  Mclennan 


How  your 
company  may  be 
able  to  obtain 
'more  insurance/ 
without 

necessarily  buying 
more  insurance. 

What's  insurance  all  about 
anyway?  Just  one  thing: 
shielding  your  assets  from 
unexpected  losses.  For  this 
protection  and  peace  of  mind, 
you  are  willing  to  plan  for  and 
pay  a  specified  sum  that  you 
consider  a  fair  price  for  this 
removal  of  risk. 

Errors  are  made  when  you  lose 
sight  of  the  fact  that  protection 
is  the  goal  while  insurance  is 
merely  one  means  to  attain 
that  goal.  It  follows  then  that 
"more  insurance"  is  not  neces- 
sarily the  most  advantageous 
way  to  achieve  a  higher 
level  of  protection. 

The  risk  management 
concept 

The  idea  is  to  start  thinking  in 
terms  of  managing  the  multi- 
tude of  risk  situations,  search- 


ing  always  for  the  most  efficient 
method  of  attaining  the 
necessary  protection.  The 
concept  of  risk  management  in 
today's  complex  business  and 
legal  environment  requires 
more  than  conventional  insur- 
ance responses. 
In  simplest  terms,  risk  man- 
agement entails  identifying 
risks,  assigning  value  to  them, 
anticipating  losses  and  making 
objective  decisions  about  what 
steps  to  take  before  losses 
occur,  so  that  they  have  the 
least  impact  on  the  operation  of 
your  business. 

Linked  to  this,  of  course,  is  the 
need  to  implement  a  meaning- 
ful loss  control  program  which 
will  help  to  prevent  or  reduce 
the  incidence  and  severity  of 
losses. 

Two  principal  options 
are  open 

First  of  all,  risks  maybe  trans- 
ferred in  the  conventional 
insurance  manner.  The  impor- 
tant thing  to  remember  here  is 
that  this  decision  is  made  only 
after  a  thorough  review  and 
examination  when  it  is 
concluded  that  this  is  the 
correct  response  in  the  particu- 
lar case  under  consideration.  It 
should  not  be  a  reflex  action. 
Secondly,  risks  may  be 
assumed  by  your  company 
either  in  whole  or  in  part.  A 
higher  deductible  is  an  obvious 
way  for  a  company  to  assume  a 
portion  of  the  risk  and  thereby 
reduce  the  cost  of  purchased 
insurance— yet  still  retain  ade- 
quate insurance  protection 
against  catastrophic  loss.  An 


established  self-insurance  pro- 
gram is  another  way  for  a  com- 
pany to  assume  its  own  risks, 

A  PROPERTY  N 
INSURANCE  PROGRAM 

for  Protection  of  $26,250,000  in  Assets 


25%/  25% 
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*25.000.00Qi 
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Share 
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^nsurance/-_Jnsured  Layer 
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Self-Insured 
Retention 
S250.000 


while  diverting  the  money  ear- 
marked for  premiums  into  a 
separate  fund  to  cover 
projected  losses. 
The  optimum  plan  may  very 
well  contain  elements  of 
both(see  chart)  but  only  with 
expert  analysis  can  one 
approach  the  optimum  with 
confidence. 

Which  direction  for  you? 

We  stand  ready  to  advise  and 
assist  you  in  any  way  we  can. 
Every  Marsh  &  McLennan 
account  is  assigned  a  profes- 
sional account  manager,  who  in 
turn  can  call  on  all  of  the  con- 
sulting and  specific  technical 
services  which  set  Marsh  & 
McLennan  apart  in  terms  of 


competence.  What  is  upper- 
most in  our  minds,  as  well  as 
yours,  is  making  certain  you 
receive  the  protection  you  need 
at  the  most  reasonable  cost. 
The  fact  is,  nobody  in  the 
industry  is  better  equipped  to 
counsel  you  on  the  best  course 
to  follow  and  to  assist  you.  at 
every  step  along  the  way, 
toward  a  risk  management 
plan  which  makes  sense  for 
your  operations. 


For  a  more  complete  exami- 
nation of  this  and  related 
subjects,  simply  send for  your 
copy  of:  "The  Risk  Management 
Concept— Insurance  Plus. "  Write 
to  Dept  100-FB.  Marsh  & 
McLennan,  Incorporated,  1221 
Avenue  of  the  Americas,  New 
York.  N.  Y.  10020 


Every  client  is  assured  of  professional  risk  and 
insurance  management  services  — in  depth. 


Marsh  & 
MC|ennan 


ternational  tanker  market  reeling.  There 
is  still  a  serious  glut  of  tankers.  Spot 
charter  rates  have  dropped  more  than 
50%  since  late  1972.  Literally  dozens  of 
supertankers  are  laid  up  from  the  fjords 
of  Norway  to  shipyards  in  Osaka.  Dim 
chartering  prospects  for  the  Stuyvesant 
and  Bay  Ridge  have  led  to  qualified  opin- 
ions from  Seatrain's  auditors,  Price  Wa- 
terhou.se  &  Co.,  since  1975. 

But,  hy  contrast,  the  market  for  U.S.- 
flag  tankers  is  extraordinarily  strong. 
Alaska's  North  Slope  crude  is  beginning 
to  flow;  it  must  he  consumed  in  the  U.S. 
and  so  must  be  carried  in  Jones  Act — 
i.e.,  nonsubsidized  U.S. -flag — tankers. 
There  aren't  many  of  these  around,  and 
the  oil  companies  are  beginning  to 
scramble  to  charter  those  that  are.  Ac- 
cording to  the  law,  however,  the  subsi- 
dized Stuyvesant  was  excluded  from  the 
trade  except  for  six-month  periods. 

At  least  this  is  what  most  shipbuilders 
thought.  Then  Steve  Russell  declared  his 
hand.  He  was  holding,  it  seems,  a 
bazoozle. 

A  bazoozle?  Sure.  It  beats  a  full  house. 
Russell  simply  asked  MARAD  last  sum- 
mer for  permission  to  break  the  law.  He 
has  already  signed  a  three-year  charter 
agreement  with  Standard  Oil  of  Ohio,  he 
said.  No  soap.  Seatrain's  competitors — 
those  with  nonsubsidized  ships  to  offer — 
raised  such  a  stink  that  Seatrain  finally 
withdrew  its  request  last  August.  Says 


Russell:  "We  frankly  did  not  anticipate 
such  an  outcry." 

You  mean  a  bazoozle  doesn't  beat  a 
lull  house? 

So  Seatrain  quietly  replaced  its  initial 
request  with  a  second.  This  time,  "Sea- 
train offered  to  repay  the  Stuyvesant's 
subsidy  if  MARAD  would  remove  all 
restrictions  from  the  Stuyvesant. 

Four  business  days  later,  without 
breathing  a  word  to  Seatrain's  competi- 


tors, MARAD  acquiesced.  It  ruled  that  if 
Seatrain  repaid  the  $27.2-million  con- 
struction subsidy,  the  Stuyvesant  could 
enter  any  trade  it  wished.  Late  last 
month  General  Electric  Credit  Corp. 
took  title  to  the  Stuyvesant.  I'll  be 
darned.  Just  look  at  what  I  drew.  A 
grand  bazoozle  with  a  flush.  Pot's  mine! 

You  might  wonder  where  cash- 
strapped  Seatrain,  whose  working  capital 
last  year  was  a  negative  $40-million,  will 
raise  a  quick  $27  million.  Answer:  It 
won't.  Rather  than  repay  the  subsidy  in  a 
lump  sum,  a  subsidiary  of  Seatrain  mere- 
ly issued  the  government  a  note  promis- 
ing to  repay  the  subsidy  over  20  years — 


with  interest  at  the  low,  government- 
guaranteed  rate.  It  seems  that  shipping 
subsidies  are  not  like  pregnancies  or 
honesty:  Apparently  you  can  be  "sort  of 
subsidized. 

You  might  wonder  why  MARAD 
would  ever  go  for  such  a  deal.  Speculates 
one  of  Seatrain's  competitors:  "They 
probably  gave  em  a  real  sob  story.  You 
know,  thousands  of  New  Yorkers  out  of 
work,  front  page  of  the  Times,  that  sort  of 


thing."  This  is  a  possibility.  Last  sum- 
mer, Seatrain  warned  MARAD  of  "the 
very  real  possibility  of  default  by  Sea- 
train" on  $116  million  of  government- 
guaranteed  loans- — and  "the  loss  of  over 
2,500  jobs  in  New  York  City"— if  the 
Stuyvesant  could  not  be  chartered.  On 
the  other  hand,  Vice  Chairman  Pack  and 
President  Russell  recently  told  Forbes 
that  the  company  was  not  really  in  that 
grave  danger.  Then  whv  had  thev  told 
M  ARAD  so? 

"The  statement  was  prepared  by  law- 
yers to  make  it  conform  to  the  law.  It  was 
not  prepared  by  our  financial  people," 
replied  Pack.  Oh. 


". . .  You  might  wonder  where  cash-strapped  Seatrain,  whose 
working  capital  last  year  was  a  negative  $40  million,  will 
raise  a  quick  $27  million.  Answer:  It  won't  .  .  ." 


Alaskan  Queen:  The  Stuyvesant  is  plying  Alaskan  waters  now,  but  a  court  order  could  soon  end  that. 


Four  keys  to  profit: 
a  good  product 
a  good  sales  rep, 
a  good  credit  manager 
and  Dun  &  Bradstreet 


With  9  out  of  every  10  business  transactions  done  on 
credit,  the  right  credit  decisions— who's  good  for  how  much- 
can  substantially  affect  a  company's  earnings. 

It  takes  the  evaluation  skills  of  a  professional  credit 
manager.  And  it  takes  Dun  &  Bradstreet,  the  business  world's 
number  one  source  of  commercial  credit  information. 

Only  Dun  &  Bradstreet  arms  credit  managers  with 
complete  information  on  5,000,000  companies  worldwide.  Up- 
to-date  information,  so  credit  can  alert  sales  to  changing  situa- 
tions among  current  customers.  Growth  patterns  that  can  steer 
a  sales  force  to  new  profit  opportunities. 

Most  importantly,  complete  credit  reports  from 
D&B  can  help  credit  managers  increase  net  profits  by  reducing 
the  average  collection  period  of  receivables. 


Considerthe  impact  on  profits  if  customers  paid  you  an 
average  of  just  10  days  sooner.  For  a  paper  maker  with  annual 
sales  of  $40-million,  this  translated  into  a  $50,000  increase  in 
after-tax  profits,  or  approximately  a  10c-per-share  gain. 

Call  800-228-2700, 
a  direct  line  to  improving  your  bottom  line. 

Let  Dun  &  Bradstreet  estimate  for  you  how  much  your 
company  would  gain  by  a  10-day  change  in  your  average 
collection  period.  Just  call  us  at  the  above  toll-free  number, 
giving  your  line  of  business  and  annual  dollar  sales  volume. 
We'll  get  back  to  you  quickly  with  the  brow-raising  figure. 

The  credit  manager  and  Dun  &  Bradstreet  Two  of  the 
keys  that  can  open  doors  to  more  profits 


In  Nebraska,  phone  402-397-5400 


DUN  &  BRADSTREET 

The  essential  business™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know:  The  Reuben  H  Donnelley  Corporation -Corinthian  Broadcasting  Corporation 
Dun  &  Bradstreet  International -Dun-Donnelley  Publishing  Corporation -Moody's  Investors  Service"  Marketing  Services  Division -Management  Consulting  Division 
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Young:  At  32,  Seatrain  President  Ste- 
phen Russell  was  a  Hertz  board  mem- 
ber. Now  37,  he  plays  great  TECWAR. 


Finally,  you  might  wonder  why  Sea- 
train's  competitors  have  sat  still  for  Rus- 
sell's ploy.  The  answer  is:  They  haven't. 
Here's  the  operative  section  from  Shell 
Oil  Co.  s  appeal  to  Commerce  Secretary 
Juanita  Kreps,  MARAD's  boss: 

"What  company,  in  the  future,  will 
risk  the  millions  of  dollars  necessary  to 
build  unsubsidized  ships  in  the  U.S. 
when  subsidized  ships  may  freely  enter 
the  Jones  Act  trade?  .  .  .  We  further 
point  out  that  there  is  no  government 
agency  to  'bail  out  the  Jones  Act  ship- 
owner from  the  effects  of  poor  business 
decisions  or  shifts  in  supply  and 
demand. 

On  second  thought,  Shell  didn't  even 
wait  for  Kreps  to  decide.  Shell  and  two 
other  U.S. -flag  shippers  took  the  matter 
straight  to  U.S.  court.  And  there  it  sits. 

Russell  may  win  his  game  of  TEG- 
WAR.  Or,  he  may  lose.  Rut  you  have  to 
admire,  really  admire,  his  brass. 

Just  a  couple  of  things  to  remember 
about  this  classic  case: 

First,  it  never  makes  sense  to  play 
TEGWAR  for  very  high  stakes.  If  Russell 
doesn'f  unload  his  tankers  this  way,  the 
worst  he  faces  is  default  on  the  govern- 
ment-guaranteed bonds  and  loss  of  what 
equity  Seatrain  has  in  the  ship.  With  his 
other  prospects  bright — particularly  his 
negotiations  for  a  10%  equity  interest  in 
the  state  of  Alaska's  Prudhoe  Ray  royalty 
oil — he  can  afford  to  lose. 

Then,  too,  TEGWAR  is  best  played 
with  people  who  don't  understand  the 
rules  very  well  in  the  first  place.  Like  the 
clucks  who  hang  out  in  the  lobbies  of 
baseball  players'  hotels,  for  example. 

Or  like  the  government.  ■ 
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WE'RE  RIGHT  AT  HOME 
AROUND  THE  WORLD. 


OSLO 


HERE'S  WHERE  IN  EUROPE  AND  THE  MIDDLE  EAST 


Our  international  capabilities 
make  us  a  major  force  in 
international  banking.  London, 
Paris,  Frankfurt,  Brussels,  Oslo, 
Rotterdam,  Athens,  Beirut,  Cairo 
and  Manama  (Bahrain)  are  just 
part  of  our  vast  network  that 
includes  more  than  1,000 
branches  and  offices  in  over  40 
countries  around  the  world. 

We  have  assets  in  excess 


of  $20  billions  and  have  had 
international  branches  since 
1889.  In  the  last  4  years  alone 
weVe  opened  in  13  different 
countries.  That's  proof  that 
Scotiabank  will  go  wherever  we 
have  to,  to  do  the  best  job  of 
handling  your  international 
banking. 

Scotiabank  International.  At 
home  around  the  world. 


® 


Scotiabank 

THE  BANK  OF  NOVA  SCOTIA 


General  Office:  44  King  Street  West,  Toronto,  Ontario,  Canada  MSH  1L2. 
Offices  in  New  York,  Chicago,  Cleveland,  San  Francisco,  Los  Angeles,  Houston  and  Atlanta 

Antigua,  Argentina,  Australia,  Bahamas,  Bahrain,  Barbados,  Belgium,  Belize,  Bermuda,  Brazil,  Canada,  Cayman  Islands, 
Channel  Islands,  Dominican  Republic,  Egypt,  France,  Germany  Greece,  Grenada,  Guyana,  Haiti,  Hong  Kong,  Indonesia, 
Ireland,  Jamaica,  Japan,  Lebanon,  Malaysia,  Mexico,  Netherlands,  Netherlands  Antilles,  Norway.  Panama,  Philippines, 
Puerto  Rico,  Singapore,  St.  Lucia,  Trinidad  and  Tobago,  United  Kingdom,  United  States,  Virgin  Islands  (Br  1,  Virgin 
Islands  (U.S.). 


"If  your  building  wire  isn't  copper, 
someone  is  still  living  in  the  dark." 


oes  it  make  a  difference  whether  your  build- 
ng  wire  is  copper  or  not?  It  does  indeed. 

Copper  is  not  only  unbeatable  as  a  conductor 
if  electricity,  it  carries  the  power  safely.  It  doesn't 
aosen  or  break  in  service.  It  is  highly  resistant  to 
orrosion.  And  because  it  doesn't  require  special 
ittings  and  precautions,  it  installs  easier,  faster 
ind  at  lower  cost. 

With  all  this,  you  may  be  glad  to  learn  some 
>ther  facts  about  copper  today. 
Unlike  some  metals,  America  is  virtually  self- 
sufficient  in  copper.  We  need  not  worry  about 
being  cut  off  by  foreign  suppliers. 


•  Over  40%  of  America's  copper  needs  are  met 
through  recycling,  further  assuring  its  long- 
range  availability. 

•  Copper,  too,  takes  comparatively  little  energy  to 
produce.  A  pound  of  copper,  for  example,  requires 
less  than  half  the  amount  of  energy  needed  to 
produce  a  pound  of  aluminum. 

•  Finally,  copper  is  not  just  a  purchase,  but  an 
investment.  Over  the  last  25  years,  the  value 
of  used  copper  has  more  than  doubled. 

If  you're  making  a  decision  between  copper 
and  a  substitute,  let  us  know.  We'd  like 
to  help  shed  some  light  on  the  subject. 


phelps 
dadqe 

U 300  Park  Arenue,  New  York.  NY  10022 

Today,  more  than  ever,  there's  no  real 
Hnrtjfcite  for  copper. 
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Improvement  Potential:  Computers  will  soon  replace  these  old  paper  tape  machines  at  ADT  central  stations. 


Where  Crime  Pays 

Sitting  on  top  of  a  growing  anticrime  market,  ADT 
now  has  the  technology  to  make  the  most  of  it. 


At  2:37  p.m.  the  computer  beeped  in 
Hyattsville,  Md.,  a  suburb  of  Washing- 
ton, D.C.  Albert  Quasney,  lead  service 
supervisor  at  this  ADT  central  station, 
looked  across  his  desk  to  the  operator 
who  identified  the  cause  of  the  sound  as 
a  holdup  alarm  triggered  in  the  manag- 
er's office  at  a  fast-food  restaurant  seven 
miles  away  in  downtown  Washington. 

"As  an  old  ADT  man,  Quasney  said, 
"I  know  this  is  probably  a  false  alarm, 
but  we  can't  take  that  chance."  By  the 
time  the  words  passed  his  lips,  the  police 
had  been  notified. 

As  it  turns  out,  Quasney  was  right. 
But,  if  it  had  been  a  real  alarm,  chances 
are  that  the  police  would  have  reached 
the  spot  in  time  to  catch  the  robbers  in 
the  act  and  any  holdup  loot  would  have 
been  recovered. 

Sensing,  recording  and  reporting 
events  is  the  business  of  American  Dis- 
trict Telegraph,  which  grossed  S211  mil- 
lion last  year.  They  do  it  well  enough  to 
have  been  responsible  last  year  for  the 
red  handed  capture  of  4,182  burglars 
and  249  holdup  men  at  some  of  the  more 
than  150,000  locations  the  company  pro- 
tects for  its  135,000  subscribers.  Crime 
is  on  the  upswing — burglaries  increased 
by  47%  between  1970  and  1975,  the  last 
year  for  which  published  statistics  are 
available,  and  during  the  same  period 
robbery  increased  33%.  From  S108  mil- 
lion in  1970,  ADT's  gross  has  virtually 
doubled  in  the  past  six  years. 

But  for  a  company  that  dominates  the 
market,  ADT  has  not  been  remarkably 
profitable.  Nearly  debt-free,  its  earnings 
grew  just  over  10%  last  year.  This  year 
will  be  better,  but  not  sensational;  up 
maybe  12%  from  $2.39  a  share. 

One  of  the  problems  has  been  that 
ADT  has  been  fighting  a  series  of  anti- 
trust and  related  lawsuits,  which  have 
had  the  effect  of  forcing  ADT  to  make  it 
easier  for  a  client  to  switch  to  a  competi- 
tor and  prohibiting  the  company  from 
buying  existing  central  stations  from  oth- 


er companies.  Now  settled,  these  suits 
cost  the  company  more  than  S25  million 
over  the  past  15  years. 

Another  problem  has  been  ADT's  cen- 
tral station  burglar  and  fire  alarm  oper- 
ations, which  comprised  52%  of  the  com- 
pany's business  last  year.  ADT  installs 
sensing  devices  that  send  alarms  along 
an  exclusive  telephone  cable  to  a  central 
station  where  operators  monitoring  the 
equipment  notify  the  appropriate  police, 
fire  or  company  authorities.  ADT  has 
been  struggling  along,  using  only  slightly 
modified  versions  of  devices  invented  in 
the  1890s.  The  range  of  a  central  station 
has  been  limited  to  15  miles,  and  a  single 
operator  could  handle  no  more  than  200 
customers. 

But  according  to  Raymond  B.  Carey 
Jr.,  chairman,  president  and  chief  execu- 
tive, new  technology  should  generate 
earnings  growth  of  about  15%  annually 
before  1980. 

New  transmission  technology  allows 
each  central  station  to  reach  farther  out 
from  city  locations,  bringing  new  mar- 
kets into  economical  range.  Using  com- 
puters also  increases  the  capacity  of  each 
station  from  2,000  to  8,000  customers, 
meaning  more  customers  can  be  handled 
at  a  lower  investment  in  equipment  and 
with  fewer  operators.  Another  saving: 
Fewer  telephone  lines  are  needed  to 
earn  the  signals. 

Further  growth  should  come  from 
abroad,  which  generated  15%  of  revenue 
and  23%  of  net  income  last  year.  "This  is 
one  of  the  fastest-growing  parts  of  the 
com  pan)  sa\s  Carey,  "and  we're  push- 
ing very  hard  here." 

ADT  s  acquisition  this  year  of  Electro 
Signal  Lab  Inc.  will  thrust  the  company 
into  the  retail  market  for  the  first  time. 
ESL  makes  electronic  smoke  detectors 
for  the  mobile-home  market  and  also  for 
Gillette,  which  then  distributes  them  at 
retail.  Since  1976  the  federal  govern- 
ment has  required  smoke  detectors  in 
new  mobile  homes,  and  ESL  leads  in 


that  market.  In  all,  the  residential  mar' 
ket  for  smoke  detectors  should  reach  ^ 
million  this  year,  according  to  ESlJ 
President  Donald  F.  Steele,  up  from  9 
million  last  year.  But  unless  the  Gillette 
market  share  improves  (now  roughly 
third  or  fourth),  ESL  may  have  to  rely  on 
the  mobile-home  market  (less  than 
300.000  last  year)  and  the  not-yet-for- 
malized plans  of  parent  ADT  to  enter  the 
retail  market  under  its  own  name. 

But  Carey  says  that  the  ESL  acquisi- 
tion is  important  for  the  detection  tech- 
nology that  can  be  used  in  the  central 
station  operations  as  well  as  in  the  com- 
mercial and  industrial  market,  where 
ADT  should  have  an  advantage. 

A  New  York-based  market  research 
firm  Frost  &  Sullivan  believes  that  the 
commercial  market  for  smoke  detectors 
will  reach  690.000  this  year,  and  is  pre- 
dicting growth  of  15%  annually  for  the 
next  three  or  four  years.  But  at  around 
$40  a  unit,  this  market  will  produce  only 
S26  million  in  sales,  far  short  of  the  $150- 
million  projected  sales  of  residential 
units  next  year.  The  future  of  this  busi- 
ness is  also  clouded  by  a  fiery  debate 
among  manufacturers  over  the  technolo- 
gy and  establishment  of  standards  for 
smoke  detectors.  Since  ESL  is  presently 
less  than  10%  of  ADT  s  business,  howev- 
er, the  company  has  every  thing  to  gain 
and  very  little  to  lose. 

Two  years  ago,  ADT  experienced  rec- 
ord levels  of  discontinuances — compa- 
nies which  chose,  for  reasons  ranging 
from  bankruptcy  to  lower-priced  com- 
petitive alarm  systems,  to  disconnect 
from  ADT  central  stations.  This  year, 
Carey  says,  the  level  is  lower,  but  he 
refuses  to  discuss  specific  rates,  saying 
that  it  is  the  most  competitive  number  in 
the  industry.  And  the  industry  is 
competitive. 

Honeywell,  number  two  in  the  indus- 
try with  37  central  stations  to  ADT's  140, 
has  recently  begun  an  aggressive  adver- 
tising and  promotion  campaign.  Is  Carey 
worried? 

"The  growth  rate  in  central  stations 
should  improve  as  a  result  of  the  new 
technology  ,  he  argues.  "If  you  look  at 
the  basic  elements,  crime  statistics  and 
tight  municipal  budgets,  you  can  see 
they  call  for  quality  service  from  the 
private  sector."  The  question  remains, 
however:  Will  it  be  profit  able  growth?  ■ 
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If  your  Workers' Comp  program 
has  no  back-up  support, 
that's  un-American. 

At  American  Mutual,  we  back  up  your  coverages  with  periodic  safety 
engineering  and  loss  control  consultations  to  help  you  achieve  the  lowest  WC 
premium  possible. 

And  we  do  it  all  without  being  nagged.  That's  the  American  way,  the 
American  Mutual  way. 


/American 
Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


There's  a  special  kind  of  financial  packaging  that 
makes  dollars  more  productive. 

Here's  how  the  people  of  First  Chicago  -  a$20  billi 
hanking  corporation  -  custom-package  loans  and  ser  vie 
to  increase  corporate  productivity,  and  profitability,  too. 


There  are  perhaps  a  dozen 
ways  to  structure  any  financial 
package.  At  First  Chicago  we  look 
for  the  way  that  will  make  the  pack- 
age most  productive.  And  we  go  all 
out  to  find  it. 

We  work  closely  with  our  cus- 
tomers to  better  understand  their 
needs.  We  work  closely  among 
ourselves,  bringing  the  total  exper- 
tise of  the  bank  to  bear  upon  the 
situation.  Here  are  some  results: 

Financial  packaging 
beyond  the  call  of  banking. 

Surprises  are  found  in  The  Pro- 
ductivity Package,  precursors  of 
productivity  you  just  don't  expect 
from  a  bank. 

For  example,  a  major  retailer 
invited  First  Chicago  and  more 


than  a  dozen  other  banks  to  a  brief- 
ing on  the  company's  financial  con- 
dition and  needs  for  expanded 
credit.  Expanded  credit,  in  itself, 
was  no  problem.  The  company  was 
fully  credit-worthy.  But  First  Chicago 
account  officers  felt  our  participa- 
tion could  be  much  more  produc- 
tive if  we  knew  the  company  better. 

Consequently,  with  the  com- 
pany's approval,  we  instituted  a  re- 
search study  that  took  2'/>  weeks 
and  included  interviews  with  re- 
gional managers  and  visits  to  15°o 
of  the 'company's  many  retail 
stores.  We  compared  the  com- 
pany's performance,  item  for  item, 
with  comparable  retailers  across 
the  country.  And  in  our  reports  to 
the  company,  we  pointed  out  spe- 
cific opportunities  in  such  non- 


financial  areas  as  cluster  mai 
ing,  merchandise  presentatk 
in-store  signing  and  image  b 


Checking  a  customer's  store  operations  is 
a  day's  work  for  Jon  Goetzke,  Vice  Presid 
and  Marsha  Williams.  Account  Officer,  i) 
Chicago's  Retail  Division. 


ing  that  we  knew  had  increas 
productivity  for  other  firms. 

As  a  result,  the  company 
quired  from  First  Chicago  the 


ion  line  of  credit  they  request- 
nd  more.  They  received,  and 
icting  upon,  recommendations 
will  improve  store  operations, 
they  have  expressed  the  con- 
on  that  First  Chicago  knows 
understands  their  company 
jr  than  any  other  bank  they  do 
ness  with. 

in  $8  million  package 
oPfouncf  money. 

Cash  languishing  in  sluggish 
1  flow  pipelines  can  be  made 
e  productive.  Included  in  The 
luctivity  Package  are  the  ex- 
:ional  skills  required  to  "find" 
cash  and  make  it  work  harder. 
For  a  large  corporation  market- 
a  wide  variety  of  consumer 
ds,  First  Chicago  identified 
i  a  "find."  Because  of  our  anal- 
and  flexibility,  the  First  was 
sen  over  a  dozen  other  banks  to 


organize  collections  and  disburse- 
ments for  the  company's  50  corpor- 
ate divisions  nationwide,  and  to 
channel  excess  funds  from  these 
divisions  to  the  corporation  for 
investment.  We  formed  a  special 
project  team  consisting  of  repre- 
sentatives from  First  Chicago's 
Agribusiness,  Cash  Management 
and  Systems  Management  divi- 
sions to  do  the  job,  and  more 


importantly  to  install  a  comprehen- 
sive information  system  to  monitor 
the  whole. 

It  was  also  important  through- 
out the  project,  that  First  Chicago 
Cash  Management  and  Lending 
Division  Officers  explain  the 
advantages  of  this  system  to  all  50 
divisions  in  order  to  enlist  their 
wholehearted  support. 

This  exciting  project  is  well 
underway.  All  divisions  have  been 
brought  into  the  first  phase  of  the 
system,  and  the  usefulness  of  other 
First  Chicago  services  is  being 
explored.  And  already  the  corpora- 
tion has  freed  up  $8  million  for 
investment. 

Productivity  packaging 
goes  international. " 

Productivity  packages  come  in 
all  sizes,  and  they  work  both  here 
and  abroad. 

For  a  West  Coast  manufacturer 
of  wood  products,  First  Chicago 


initiated  a  relationship  with  a  $3.3 
million  credit  that  funded  into  a 
15-year  private  placement.  From 
this  base,  additional  bank  financing 
sprung,  and  other  divisions  of  First 
Chicago  teamed  up  to  help  the 
productivity  of  this  growing  com- 
pany. The  International  Banking 
Department  provided  import 
letters  of  credit  that  expedited 
advantageous  purchases  of  raw 
materials  in  the  Far  East.  The  Cash 
Management  Division  designed  a 
collection  and  concentration 
system.  And  First  Chicago  has 
advised  the  company  on  market 
penetration  in  Europe  and  discuss- 
ed joint  venture  possibilities  for 
them  in  Central  America. 

We  have  the  dollars,  competi- 
tively priced.  We  have  the  industry 
experts.  We  have  over  100  bank 
services.  We  have  78  installations 
worldwide.  And  we're  determined 
to  do  our  utmost  to  help  increase 
productivity  in  America.  If  you're 
out  to  increase  the  productivity 
of  your  company,  we'd  like  to  work 
with  you.  Call  or  write  Robert  C. 
Wheeler,  Office  of  the  President, 
(312)  732-6405,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  " 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles;  Mexico  City; 
New  York;  San  Francisco;  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens; 
Bristol;  Brussels;  Cardiff;  Channel  Islands; 
Dublin;  Dusseldorf;  Edinburgh;  Frankfurt; 
Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome; 
Rotterdam;  Stockholm;  Warsaw.  MIDDLE 
EAST:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi. 
LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City;  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Ocho  Rios; 
Kingston;  Port-au-Prince.  ASIA:  Bangkok; 
Hong  Kong;  Jakarta;  Seoul;  Singapore; 
Tokyo.  PACIFIC:  Manila;  Melbourne; 
Sydney.  ©The  First  National  Bank  of 
Chicago.  Member  FDIC. 


Caroline  Brummel,  Account  Officer,  Agribusi- 
ness Division,  and  Dan  Ferguson,  Assistant 
Vice  President,  Cash  Management  Division, 
work  with  a  client  to  extract  dollars  from  cash 
flow  pipelines. 
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The  Productivity  Bankers 


A  Corny 

(But  True)  Story 

How  Storage  Tech  almost  became  Storage  Wreck, 
but  ended  up  as  a  venture  capitalist's  dream. 


It  still  happens  here.  Just  ask  Jesse 
Aweida,  a  tall,  thin,  ascetic-looking  Pal- 
estinian Arab  who  fled  Haifa  in  1948  and 
made  it  big  in  Denver,  Colo. 

Now  46,  Aweida  worked  for  a  while  in 
the  Saudi  Arabian  oil  fields  before  com- 
ing here  for  an  education  and  a  job  in  the 
development  laboratories  of  Internation- 
al Business  Machines  Corp. 

In  1968  he  left  IBM  with  two  others 
and  founded  Storage  Technology  Corp., 
with  venture  capital  backing  from  John 
Hay  Whitney's  J.  H.  Whitney  &  Co. 

Now,  five  years  later,  Denver's  Stor- 
age Technology  is  grossing  $150  million 
and  will  net  $10  million  this  year.  The 
$75,000  that  Aweida  and  his  partners 
invested  is  now  worth  $14  million;  Whit- 
ney's $225,000  in  seed  money  is  worth 
more  than  $10  million. 

Of  course,  it  wasn't  all  that  easy.  Stor- 
age Tech  came  close  to  turning  into  Stor- 
age Wreck. 

At  IBM  Aweida  s  specialty  was  high- 
precision  memory  equipment — the  gad- 
gets that  record  and  retrieve  information 
on  computer  tapes  at  speeds  measured 
in  thousandths  of  a  second  per  bit  of 
information.  But  Aweida  was  an  entre- 
preneur at  heart.  He  decided  to  make 
his  own  memory  devices.  He  knew  what 
he  was  doing  when  he  sited  his  plant 
near  IBM's  Boulder,  Colo,  facility;  the 
better  to  know  what  IBM  was  up  to. 
Storage  Tech  began  turning  out  memory 
devices  for  use  on  IBM  equipment,  un- 
dercutting his  former  employer's  prices. 

At  first  Wall  Street  went  wild  over 
Storage  Tech,  giving  it  a  price/earnings 
multiple  of  56  and  putting  the  stock  up  to 
3378  in  1972.  Everyone  assumed  that  Big 
Brother,  also  known  as  IBM,  would  be 
so  afraid  of  antitrust  action  that  it  would 
simply  let  peripheral  equipment  copy- 
cats like  Storage  Tech  take  market  share 
out  of  its  hide  indefinitely. 

SuddenK .  IBM  slashed  the  prices  of 
its  own  memory  equipment  by  35% — 
and  there  went  Storage  Tech  s  financial 
credibility.  Recalls  David  J.  Dunn,  a 
Storage  Tech  board  member  and  a  for- 
mer Whitney  partner  who  now  heads  his 
own  venture  capital  firm,  Idanta  Part- 


ners: "If  I  had  known  what  IBM  would 
do,  I  never  would  have  backed  Storage 
Tech."  Dunn  remembers  trying  to  hide 
his  panic  from  his  Chase  Manhattan 
banker.  He  failed.  Chase  refused  to  lend 
Storage  Tech  more  expansion  money. 

IBM's  price  cuts  were  sufficient  to 
about  wipe  out  Storage  Technology's 
profit  margins  if  it  tried  to  maintain  the 
price  differential.  So  now,  Storage  Tech- 
nology had  to  compete  on  quality  as  well 
as  on  price.  And  it  had  to  boost  produc- 
tion to  get  unit  costs  down. 

In  the  process  it  almost  went  broke, 
running  out  of  both  cash  and  credit. 

But  Aweida  persisted  and  today  pro- 
duces more  tape  devices  than  even  IBM. 
Storage  Tech  sells  to  big,  quality-con- 
scious users  like  the  Internal  Revenue 
Service,  Ford  Motor  and  Social  Security. 
It  also  succeeded  in  making  an  excellent 
memory  disc  and  now  markets  a  small 
computer  system. 

By  its  third  year,  Storage  Technology 
was  in  the  black.  It  has  remained  there 
ever  since.  Its  equity  capital,  $1.6  mil- 
lion in  1970,  has  swelled  to  $44  million. 
Sales  grew  from  the  second  year's  $3.7 
million  to  a  level  that  Aweida  is  predict- 
ing to  be  $220  million  next  year.  Its 
stock,  after  collapsing  to  4Vs  in  1975,  is 
now  back  to  17. 

Proud  of  his  accomplishment,  Aweida 
talked  about  it  with  Forbes: 

"To  compete  with  IBM,"  he  says  en- 
thusiastically, with  the  merest  trace  of 
accent,  "a  small  company  has  to  focus 
down  and  concentrate  on  a  very  narrow 
market.  In  that  market,  you  have  to  com- 
mit to  technological  innovation.  You 
must  always  have  the  most  advanced 
features,  sometimes  before  IBM  has 
them,  and  your  customers  must  know 
you  will  never  allow  your  equipment  to 
become  obsolete.  Right  now,  for  exam- 
ple,"— he  permits  himself  a  glow  of 
pride — "we  offer  the  largest  disc  storage 
'box,'  800  megabytes  [a  measure  of  stor- 
age capacity;  800  would  roughly  equal  50 
to  60  big-city  phone  books].  IBM's  larg- 
est at  the  moment  is  317.5  megabytes. 

"Actually,  IBM  outspends  us  on  re- 
search, even  in  our  own  area.  But  we  can 


Jesse  Aweida:  IBM  pricing  nearly  wiped 
him  out;  now,  thanks  to  antitrust  and 
product  quality,  he's  riding  high. 


be  more  efficient  in  our  spending.  I 
know  how  they  operate:  They  take  sever- 
al approaches  to  a  problem  at  the  same 
time.  Obviously,  only  one  program  will 
work  out;  the  rest  are  written  off. 

"But  we  can  make  our  decisions  early 
in  the  process.  We  do  enough  homework 
first  to  concentrate  on  the  one  with  the 
greatest  promise. 

"We  give  our  people  a  high  degree  of 
independence.  That's  given  lip  service  at 
IBM,  but  they  are  probably  too  institu- 
tionalized, with  too  many  layers  of  man- 
agement, to  offer  as  much  as  we  can. 
People  are  happiest  when  you  demand 
much  of  them  and  give  them  the  free- 
dom to  accomplish  it. 

For  the  future,  things  look  good  to 
Aweida.  He's  over  the  hump  on  debt — 
the  1.2  debt  ratio  is  down  from  1975  s 
peak  1.9,  and  the  company's  disc  equip- 
ment business  is  mushrooming,  from 
15%  of  revenues  last  year  to  25%  this 
year  to  probably  35%  next  year.  So  by 
the  time  the  now-standard  tape  reel  fi- 
nally goes  the  way  of  the  Model  T — 
Aweida  thinks  in  the  mid-1980s — his 
now-predominant  tape  business  will 
have  become  a  small  part  of  the  total. 

In  fact,  Aweida  feels  strong  enough  to 
risk  taking  a  small  flier  by  marketing  a 
minicomputer  system  dubbed  "Ulti- 
macc"  (made  by  Data  General)  designed 
for  small  business  applications.  The  sys- 
tem now  produces  2%  of  revenues. 

He  glances  at  his  watch,  and  is  sur- 
prised. He  must  make  a  flight  for  his 
vacation  in  the  Caribbean,  and  while  he 
has  been  talking  shop  it  has  become 
much  later  than  he  thought.  The  good- 
byes are  very  quick  as  he  lopes  out  the 
door,  a  refugee  who  has  come  a  long, 
long  way  from  Haifa.  ■ 
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We  make  paper  for  telephone  books. 

We  make  more  of  it  than  any  other  papermaker  in  the  United  States. 

We're  a  growing  company:  Our  earnings  per  share  have  grown  at  an  average 
annual  rate  of  30%  over  the  last  five  years. 

In  that  five-year  period,  our  pre-tax  return  on  sales  has  increased  more  than 
150%  to  13. 0%,  and  return  on  equity  has  doubled  to  14.4%. 

And  our  capacity  has  grown:  Of  the  hundreds  of  papermakers  in  the  United 
States,  only  four  or  five  can  equal  our  two  million  tons.  We're  bigger  in  paper  than 
Boise  Cascade,  Union  Camp,  Westvaco  and  Mead,  to  name  a  few. 

Bankers,  brokers,  investment  advisers  and  analysts  who  knew  us  way  back 
when  are  often  surprised  when  they  learn  that  today  we're  a  market  leader  in 
three  important  areas  of  the  paper  business. 

Groundwood  printing  papers.  The  kinds  used  in  mail-order  catalogs  and 
telephone  books.  We  have  more  uncoated  groundwood  printing  paper  capacity 
than  any  other  North  American  producer. 

Business  communication  papers.  The  kinds  used  in  your  office  copier,  your 
computer,  your  letterhead.  Our  capacity  for  making  such  papers  is  33%  greater 
than  in  1975  —  one  reason  for  our  leadership  position. 

Linerboard  and  corrugating  medium.  We  make  it  in  one  of  the  industry's 
largest  and  most  efficient  mills  and  supply  more  of  it  to  the  independent  box 
industry  than  any  other  maker. 

In  these  three  areas  we're  a  leader.  95%  of  our  revenue  comes  from  paper. 

Our  name  is  Great  Northern  Nekoosa  Corporation.  Our  NYSE  ticker  symbol 
is  GNN  and  our  newspaper  stock  listing  is  GtNoNk.  Sam  Casey,  our  chairman, 
wants  to  send  you  an  annual  report,  a  10- K  and  a  GNN  fact  book.  Write  to  him  at 
Great  Northern  Nekoosa  Corporation,  75  Prospect  Street,  Stamford, 
Connecticut  06901. 


Unless  You  Can  Be 
A  Winner,  Don't  Play 

That's  what  the  Boston  Consulting  Group  tells  its  clients. 
If  you  can't  be  first  or  second  in  a  market,  get  out. 


Bruce  Henderson,  president  of  the 
Boston  Consulting  Group,  pushes  up  his 
glasses  on  his  nose  and  smiles  bemused- 
ly.  "If  the  federal  government  used  the 
definition  of  concentrated  industry  and  it 
defined  markets  properly,  he  drawls 
softly,  "there  wouldn't  be  a  single  profit- 
able company  in  the  U.S'.  that  would  be 
legal  under  the  antitrust  laws." 

Henderson,  a  62-year-old  Tennessee 
native,  believes  that  each  market  seg- 
ment can  support  only  about  three  com- 
petitors profitably.  Thus  BCG  advises  its 
clients  to  concentrate  their  businesses 
only  in  product  areas  where  they  are — or 
have  a  chance  of  becoming — number 
one  or  number  two  (or  perhaps  number 
three).  If  a  product  can't  meet  this  test,  it 
should  be  abandoned.  Although  Hen- 
derson and  BCG  have  been  arguing  this 
case  since  1966,  it  has  become  increas- 
ingly popular  recently.  Says  one  market- 
ing professor  at  a  midwestern  university: 
"Market  dominance  is  the  magic  word  in 
every  management  seminar  today. 

One  company  that  believes  in  being  a 
leader  in  nearly  all  its  markets  is  Cleve- 
land s  Eaton  Corp.,  which  makes  truck 


Apostles  Of  Leadership:  Bruce 
Henderson  (left)  and  Robert  Buzzell 
stress  high  market  share  as  key  to  profits. 


and  auto  components  and  other  industri- 
al products.  Eaton  has  identified  about 
400  specific  market  segments  that  it 
serves.  Says  Chairman  E.  Mandell  de 
Windt:  "If  we're  just  tagging  along  [in  a 
market],  we're  pretty  much  at  the  whim 
of  those  who  can  influence  its  direction.  " 
Accordingly,  Eaton  recently  stopped 
making  automatic  door  openers,  where  it 
had  a  weak  market  position. 

One  reason  for  the  heightened  inter- 
est in  the  market  share  leadership  con- 
cept is  the  result  of  a  study  called  PIMS 
(for  profit  impact  of  market  strategies), 
the  research  for  which  was  directed  by 
Harvard  Business  School  Professor  Bob- 
ert  Buzzell.  Buzzell  and  his  associates 
use  confidential  marketing  and  profit 
data  from  scores  of  companies  and  find, 
among  other  things,  a  highly  significant 
correlation  between  market  share  and 
return  on  investment. 

To  Henderson,  PIMS  merely  confirms 
much  of  what  he  knew  all  along  from  a 
combination  of  intuition  and  experience. 

Henderson  starts  out  with  what  he 
calls  the  "experience  curve,"  a  close  rela- 
tive of  the  well-known  "learning  curve." 
The  more  experience  a  company  has  in 
producing  something,  the  lower  its  unit 
costs  (adjusted  for  inflation)  become. 
Thus,  within  a  given  market  segment, 
the  producer  with  the  great- 
Igg^gPMi  est  market  share  will  almost 
always  have  the  lowest  unit 
cost.  A  competitor  with, 
say,  less  than  one-fourth  the 
share  of  the  market  leader 
will — because  of  his  higher 
costs — be  only  marginally 
profitable,  since  his  price 
must  be  competitive  with 
that  of  the  leader. 

Henderson  figures  that 
the  cost  advantages  of  great- 
er market  share  are  such 
that  it's  worthwhile  for  com- 
panies to  strive  for  greater 
share  until  a  rough  "equilib- 
rium" is  reached.  It  usually 
isn't  worthwhile  to  maneu- 
ver for  greater  share,  he 
says,  when  a  company  has 


less  than  half,  or  more  than  twice,  the 
share  of  its  competitor.  The  "equilibri- 
um" result  is  an  industry  of  three  profit- 
able companies  in  which  each  company 
has  roughly  twice  the  share  of  its  next 
largest  competitor — as  in  the  auto  indus- 
try, where  General  Motors  has  about 
twice  the  share  of  Ford,  Ford  twice  the 
share  of  Chrysler,  and  the  number  four 
domestic  competitor,  American  Motors, 
is  barely  able  to  survive. 

Naturally,  there  are  plenty  of  ifs,  ands 
and  buts  involved  in  Henderson's  con- 
cept— not  the  least  of  which  is  deciding 
exactly  what  "the  market"  is.  "I  think  the 
hardest  thing  to  do  in  marketing  is  to  do 
a  good  job  of  figuring  competitive  seg- 
ments," Henderson  says  thoughtfully. 
And  there  is  another  problem:  Why  be  a 
market  leader  if  the  market  suddenly 
becomes  technologically  obsolete?  Says 
Buzzell:  "A  lot  of  things  can  disturb 
these  relationships.  The  point  is  that  in 
most  cases  most  of  the  time,  you  see 
these  relationships  working." 

According  to  one  respected  merger 
specialist,  the  BCG  concept  of  market 
leadership  is  becoming  increasingly  im- 
portant for  companies  on  the  prowl  for 
acquisitions.  It  s  even  starting  to  pick  up 
on  Wall  Street;  last  spring  Mitchell, 
Hutchins,  one  of  the  most  respected 
firms  on  The  Street  (and  now  a  part  of 
Paine,  Webber),  issued  a  lengthy  report 
suggesting  that  its  clients  analyze  corpo- 
rations along  much  the  same  lines  that 
BCG  espouses. 

Even  some  executives  who  admire 
Henderson's  ingenuity  find  some  things 
to  criticize,  however.  Says  one:  "There's 
always  a  danger  that  exists  in  a  search  for 
a  magic  formula.  A  manager  can  avoid 
thinking  if  there's  some  fancy  formula 
that  will  do  instead.  " 

Both  Henderson  and  Buzzell  deny  any 
claim  to  having  devised  a  magic  formula. 
"Look,  says  Henderson  patiently, 
"we're  oversimplifying  this  in  order  to 
get  at  a  fundamental  idea.  What  we're 
really  looking  at  is  a  road  map.  Boad 
maps  are  not  good  representations  of  the 
way  things  look.  But  they  re  very  useful 
for  finding  your  way  around."  ■ 
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Ef  we  didn't  own  ourselves, 

naybe  our  Loss  Control  Specialists 

wouldn't  be  so  special. 


Loss  Control  is  vital  to  sound  corporate  risk  management. 

So  when  we  ask  a  Specialist  to  join 
Johnson  &  Higgins,  you  can  be  sure  we've 
seen  something  special  in  that  person. 
Ours  is  a  privately-held  company.  The  only 
major  insurance  broker  that  is.  So  we  can 
be  highly  personal  while  were  being  all 
business.  And  we  can  expect  extra 
professionalism  in  our  people. 

Sometimes  we  find  it  in  the 
person  s  education  or  advanced  standing. 
(Certified  Safety  Professional,  for  instance.)! 

Or  in  long  experience  or  recognized 
stature  in  a  particular  industry, 
ind  sometimes  we  find  the  right  combination  of  skills  simply 
ecause  we  are  always  looking.  That's  how  we  discovered 

highly  qualified  loss  control  people 
who  had  completed  impressive  careers 
as  fire  department  officers. 

A  major  business  machines 
maker  is  glad  we  did.  The  company  planned 
to  fight  major  fires  from  outside  its  plant. 
Our  J&H  specialists  knew  inside  was  the 
only  way.  The  client  listened. 


jm  Germani,  a  J&H  nuclear  loss 
jntrol  specialist,  communicates 
lually  with  a  utility's  technical 
;ople  and  an  underwriter's  staff 
•  put  problems  in  perspective. 


A  vitally  important 
aspect  of  efficient 
loss  control 
programs  today  is 
the  avoidance  of 
accidents  affecting 
the  environment. 


ihn  Callahan,  a  J&H  shipping 
)ecialist,  often  finds  loss  problems 
;gin  in  the  client's  own  plant. 


We  think  the  J&H  approach  to  loss 
control  is  something  special.  Everywhere  in  the  world. 
And  that  could  make  a  special  difference  to  you 

Johnson  Higgles 

The  private  insurance  broker 
We  answer  only  to  you 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


erry  Univac's  new  BC/ 7  computer  is  a 
rfect  partner  for  any  small  businessman. 
•  compact,  inexpensive,  and  it  speaks 
i  understands  English. 

Making  computer  technology  easy  for  a  small 
inessman  to  use  has  been  a  major  challenge, 
rry  Univac's  new  BC/7  computer  meets  that 
llenge.  It  fits  into  a  small  operation  with  minimum 
>,  like  a  good  business  partner. 

The  BC/7  speaks  and  understands  English,  so 
i  won't  need  a  professional  programmer.  A  few 
s'  training  and  you'll  be  completely  at  home  with 
t  can  cost  less  than  $1,000  a  month,  and  for  fast, 
urate  facts,  it's  sheer  genius. 

It  doesn't  need  a  big  office,  or  special  air  condi- 
ling.  It  even  has  its  own  health  plan.  If  anything 
s  wrong,  you  call  just  one  place:  Sperry  Univac. 

The  BC/7  gives  you  more  facts  about  your 
iiness  faster  than  you  ever  got  them  before:  order 
ry,  inventory,  payroll,  production,  payables 


and  receivables— the  cash  flow  and  management  data 
you  need  to  make  your  business  more  efficient  and 
competitive.  Another  demonstration  of  the  big  idea  at 
Sperry:  Making  machines  do  more,  so  man  can  do  more. 

Sperry,  Sperry  Flight  Systems,  Sperry  New  Holland,  Sperry  Remington, 
Sperry  Univac  and  Sperry  Vickers  are  divisions  of  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Americas,  New  York.  New  York  10019. 


Making  machines  do  more  so  man  can  do  more. 


True  Grip 


Single-mindedness  has  paid  off  for  little 
Loctite  Corp.  How  many  other  companies 
earn  38%  on  stockholders'  equity? 


Loctite  Corp.  of  Newington,  Conn, 
produces  a  product  that  does  what  its 
name  implies — locks  tight.  The  company 
has  80%  of  the  market  for  a  tricky  chemi- 
cal compound  called  anaerobic  adhesive, 
a  metal-to-metal  sealer  that  sets  and 
grips  in  the  absence  of  air.  A  drop  keeps 
nuts  tight  on  bolts. 

All  those  drops  added  up  to  $105  mil- 
lion in  sales  last  fiscal  year  (ended  June 
1977).  Profits,  at  $15.5  million,  were  a 
solid  14.7%  net  return  on  sales  and  a 
sparkling  38%  return  on  equity. 

Although  the  stock  has  come  down 
with  other  growth  stocks — at  20,  it  sells 
at  less  than  half  its  1973  level — it  has 
made  its  original  backers  very  rich.  A 
$1,000  convertible  bond  bought  in  1956 
is  worth  $1.4  million  today. 

Loctite  is  the  brainchild  of  the  late 
Vernon  Krieble,  a  chemistry  professor  at 
Hartford,  Conn.'s  Trinity  College.  Old 
Vernon  Krieble  was  a  remarkable  man. 
At  age  70,  he  changed  careers  and 
launched  the  company. 

His  son  Robert,  a  remarkable  man 
himself,  now  heads  the  company  and  is 
its  largest  stockholder,  controlling  37% 
of  the  9.7  million  shares.  Explains  Bob 
Krieble:  "My  father  invented  [the  first 
practical  anaerobic  sealer]  in  Trinity's 
lab.  When  the  college  asked  him  to  re- 
tire in  1956  because  he  was  superannuat- 
ed [70],  he  took  to  the  road,  dropping  off 
samples  with  former  students  at  manu- 
facturing companies.  He  got  Internation- 
al Harvester  to  start  gluing  its  tractors 
together. 

Vernon  Krieble  priced  his  product  as 
if  it  were  Chanel  No.  5,  at  over  $100  a 
pound,  though  a  technician  was  making 
batches  of  it  in  the  basement  at  Trinity 
for  $3  a  pound.  "He  was  selling  perfor- 
mance," says  Bob  Krieble.  "A  chemical 
sealer  is  a  fraction  of  a  customer's  cost, 
but  can  be  crucial  to  the  reliability  of  the 
product.  Besides,  it  is  cheap  for  what  it 
can  do.  For  every  dollar  of  Loctite  Gen- 
eral Motors  uses,  it  saves  $5  on  warranty 
and  labor  costs. 

The  elder  Krieble  raised  $100,000  by 
himself,  then  persuaded  his  son  to  leave 
his  job  as  manager  of  chemical  develop- 
ment at  General  Electric  to  run  the  new 
company.  It  turned  out  that  underneath 


Robert's  humble,  rumpled  look  and 
slightly  bumbling  speech  was  a  ramrod 
of  a  businessman  who  shared  his  father's 
preference  for  formulation  of  compounds 
and  their  applications,  as  opposed  to 
pure  research  in  synthesis  of  molecules. 

Robert  Krieble,  now  61,  continued  his 
father's  strategy  of  selling  performance 
and  application.  Industrial  users  aren't 
chemists;  they  needed  Loctite-trained 
technicians  once  they  bought  the  prod- 
uct. That  led  to  salesmen  being  consid- 
ered consultants;  it  also  led  to  the  multi- 
plication of  Loctite  products  and 
applications  in  response  to  new  prob- 
lems and  new  product  designs.  "We 
were  timely  in  Detroit.  '  says  Krieble. 
"The  shift  to  smaller  cars  with  higher 
rpm  engines  expanded  the  use  of  chemi- 
cal fastening.  Environmental  Protection 
Agency  requirements  necessitated  new 
drilled  passageways  in  carburetors  that 
opened  up  porous  areas  in  die  castings. 
Anaerobics  sealed  them  nicely." 

Loctite  s  products  are  expensive  in  re- 
lation to  volume,  and  the  shipping  costs 
are  inconsequential.  So  Krieble  was  able 
to  set  up  manufacturing  in  tax  havens  in 
faraway  Puerto  Rico  and  Ireland.  He 
began  marketing  overseas  where  mar- 
gins were  even  higher  than  in  the  U.S.  A 
Dutch  base  gave  Loctite  tariff-free  entry 
into  the  Common  Market. 

Using  his  network  of  distributors  and 
200  salesmen,  Krieble  next  took  the 
company  into  a  separate  adhesive  tech- 
nology called  cyanoaerylates  (used,  for 
example,  to  stick  rubber  legs  on  tele- 
phones) and  picked  up  35%  of  the  world 
market.  Then  he  went  further  into  the 
automotive  aftermarket  with  the  aquisi- 
tion  of  Permatex,  the  largest  maker  of 
gasket-sealing  compounds. 

All  went  smoothly  until  1974  when 
Krieble  bought  into  the  consumer  glue 
market  with  the  purchase  of  Woodhill 
Chemical  Sales  Co.  for  $8.5  million  cash 
and  notes.  At  about  the  same  time  he 
began  a  major  $6-million  expansion  and 
started  to  build  up  inventories — just  be- 
fore his  industrial  customers  began  to  cut 
back.  The  recession  imposed  its  disci- 
pline: Pretax  earnings  collapsed  in  half, 
to  $5  million. 

Worried,  Krieble  called  in  as  a  consul- 


Robert  Krieble:  "Basing  price  on 

performance,  and  selling  in 

drops  not  drums,  keeps  margins  high.' 


tant  Russell  Eggers,  the  former  head  of 
Bendix  International,  and  was  so  im- 
pressed that  he  hired  Eggers  as  presi- 
dent and  chief  operating  officer.  The  two 
revamped  the  European  operations,  cut- 
ting the  staff  from  155  to  30.  They  also 
created  a  five-man  executive  operating 
team  that  could  steer  the  company  away 
from  one-man  to  corporate  management 
and  provide  for  a  successor  to  Krieble — 
Russell  Eggers. 

Belt-tightening  showed  results  in* 
1976.  Sales  doubled  for  Permatex  and 
Woodhill.  and  overall  profits  were  up 
146%,  to  $10.5  million. 

Part  of  the  pretty  numbers  stems  from 
Loctite  s  use  of  tax  havens.  On  a  pretax 
net  of  $20. 1  million  last  year,  Loctite 
paid  only  $4.5  million  in  income  taxes — 
an  effective  rate  of  just  23%.  A  good  part 
of  its  money  is  stashed  away  overseas — 
about  $20  million  in  cash  and  cash  equiv- 
alent in  Puerto  Rico  (which  now  can  be 
brought  in  nearly  tax  free  under  the  1976 
tax  reform  act)  and  another  $8  million  in 
Ireland  (which  is  taxable  if  repatriated). 
Krieble  borrows  against  this  $28  million 
when  he  needs  money. 

Can  Loctite  keep  it  up?  Luke  Williams 
of  Ingalls  &  Snyder  estimates  the  poten- 
tial chemical  sealing  market  at  about 
$1.6  billion  and  growing.  Loctite  is  now 
on  its  fourth  generation  of  anaerobic  pat- 
ents, which  won't  run  out  until  the 
1990s.  "If  we  can  keep  our  resources 
focused  on  our  strength,  we  will  stay- 
where  we  dominate,  says  Krieble. 
Meaning  that  he  expects  to  resist  the 
temptation  to  expand  into  other  lines  of 
business.  Says  he:  "Maybe  it's  not  as 
exciting  to  keep  doing  the  same  thing 
again  and  again  and  again — even  though 
it's  the  most  profitable.  ■ 
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See  how  our  stock-transfer 
system  can  save  you  25%  or  more 
over  the  one  you're  using  now. 

Just  give  us  these  facts  . . .  we'll  give  you  this  proof: 


SERVICE  PROVIDED  YOUR  CURRENT  THE  FIRST  NATIONAL 

AGENT'S  FEES  BANK  OF  BOSTON 

Accounts  Maintained     

Certificate  Issuance     

Dividend  Checks     

Postings     

Address  Changes     

Corporate  Mailings     

Proxy  Tabulation    

Tax  Reporting      

Shareholders  Analyses     

Certificates  Registered    


The  First  National  Bank  of  Boston     What  you're  paying  now.  What  The  First  will  charge. 

P.O.  Box  644 

Boston,  MA  02102  Your  Savings!  $  


As  a  fully-committed  stock 
transfer  agent,  we're  already 
saving  money  for  hundreds  of 
corporations  throughout  the 
nation.  And  our  on-line  compu- 
terized system  does  the  job  for 
companies  with  as  many  as 
200,000  stockholders,  as  well 
as  those  with  fewer  than  100. 

The  secrets  of  our  success 


are  many:  The  most  complete 
on-line  system  and  service 
package  available.  A  national 
network  of  facilities.  Faster 
turn-around  time — everything 
that  comes  in  is  processed  the 
same  day.  Certif  icateless  De- 
pository (which  we  innovated) 
and  Dividend  Reinvestment — 
all  under  one  system.  Plus  long 
experience  in  promoting  better 
relations  with  more  than  a  mil- 


lion shareholders. 

But  find  out  for  yourself  how 
we  can  stretch  dollars  for  your 
company  and  give  you  better 
personalized  service,  accuracy, 
and  efficiency.  Dan  Fahey  is 
the  man  to  talk  to.  Give  him  a 
call  in  Boston  at  (617) 
434-6573.  (In  New  York, 
call  0X5-2370,  ext.  6573.) 


The  First  people  to  talk  to         The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Do  Coal  And  Oil  Mix? 


They  have  at  Continental  Oil,  which  owns  the  U.S.'  biggest  coal  company. 


By  JAMES  COOK 

Most  oil  executives  heaved  an  audible 
sigh  of  relief  last  summer  when  the  Sen- 
ate resoundingly  defeated  Senator  Ed- 
ward Kennedy's  proposal  to  prevent  the 
oil  industry  from  diversifying  any  further 
into  alternative  fuels  like  coal  or  urani- 
um. But  nobody  believes  the  issue  has 
been  laid  to  rest.  The  betting  is  that  a 
new  bill  to  that  end  will  be  introduced 
early  in  1978.  The  proposal,  after  all,  has 
a  certain  appearance  of  logic.  Let  an  oil 
company  move  into  coal,  it  will  again  be 
argued,  and  you  couldn't  expect  it  to 
show  any  more  enthusiasm  for  coal  than 


General  Motors  did  for  trolley  transport 
when  it  acquired  National  City  Lines 
after  the  war.  Better,  the  senators  argue, 
to  let  coal  develop  as  an  independent 
industry  and  become  a  vigorous  com- 
petitor to  petroleum  products. 

What  the  senators  seem  to  overlook, 
however,  is  that  in  today's  world,  oil  and 
coal  aren't  really  competing:  Both  are 
needed  in  whatever  quantities  we  can 
get  them.  Thus,  if  a  company  is  to  think 
of  itself  as  an  energy  company,  it  makes 
perfect  sense  for  it  to  expand  whole- 
heartedly into  coal.  For  an  illustration  of 
what  happens  when  an  oil  company 
moves  into  coal,  take  a  look  at  Continen- 


tal Oil,  the  U.S."  ninth-largest  oil  com- 
pany, which  acquired  Consolidation 
Coal  more  than  a  decade  ago,  long  be- 
fore either  divestiture  or  diversification 
had  become  an  issue  for  anybody. 

Consolidation  is  far  and  away  the  largest 
coal  company  in  the  U.S.  It  has  reserves  of 
14.3  billion  tons  and  in  1976  generated 
revenues  of  $1.1  billion  and  net  income  of 
$174  million.  Peabody  Coal  outproduces 
it,  however — with  70  million  tons  produc- 
tion to  Consol  s  50  million. 

Under  Continental  Oil,  Consolidation 
has  become  a  strong  and  expansive  com- 
pany, with  the  soundest  research  base  of 
any  company  in  the  business. 


Synergy?  Thanks  to  oil  industry  technology,  Consol  now  can  move  coal  by  slurry  pipeline  from  the  mine  face. 


The  Homelite  story  makes  a  point 
about  something  even  more  efficient 

than  chain  saws. 


iver  since  Homelite  started  building  chain  saws  in  1948 
:s  record  has  been  one  of  continual  growth  and  product 
nprovement.  Innovativethinking  and  responsive  man- 
gement  have  created  thousands  of  new  jobs  at  the 
lomelite  Division  of  Textron. 

This  story  makes  a  convincing  case  for  the  efficiency 
»f  the  private  enterprise  system,  according  to  an  initial 
urvey  of  viewer  reactions  to  Textron's  current  televi  sion 
ampaign. 

Comments  on  the  advertising,  which  includes  com- 


mercials about  several  other  divisions  of  Textron,  were 
overwhelmingly  favorable.  93%  of  viewers  with  proven 
recall  of  the  campaign  said  the  commercials  were  in- 
formative. 96%  found  them  believable.  84%  thought 
corporations  should  do  this  kind  of  advertising. 

Viewers  also  had  some  nice  things  to  say  about 
Textron.  Which  goes  to  show  that  making  a  case  for 
Business  can  be  good  business.  For  more  details  on 
the  research,  write  "Response"  Textron,  Providence, 
Rhode  Island  02903. 


mat  I  like  about  running  a  business  is  that  Today  there  are  3.000  people  at  the  Home-  Back  then.  Homelite  just  made  generators 

s  creative  Take  what  happened  here  at  lite  Division  of  Textron,  all  working  on  prod-  for  farmers,  but  we  were  free  to  use  our 

lomelite  ucts  that  didn't  even  exist  thirty  years  ago  knowledge  of  lightweight  engines  to  get 

into  the  chain  saw  business. 


those  days  chain  saws  weighed  up  to  a  But  right  from  the  start,  we  had  competition.  Our  lightest  model  weighs  just  8  pounds  and 

jndred  pounds  The  first  one  we  made  so  we  ve  been  building  them  lighter,  quieter  it  looks  as  if  there  s  no  end  to  the  market  for 

eighed38  and  safer  ever  since  it  But  no  market  grows  forever 


hat's  why  we've  built  this  new  Research  Creating  things,  and  the  jobs  that  go  with  And  that's  what  we  do  at  every  division  of 

id  Engineering  Center,  to  develop  new  them.  To  me.  that  s  what  private  enterprise  Textron, 

roducts  and  more  jobs  for  the  future  is  all  about 


PAYOFF  DEFERRED 


In  the  ten  years  since  it  acquired  Consolidation  Coal, 
Continental  Oil  has  invested  close  to  $1  billion  in 
expanding  and  modernizing  its  coal  operations. 
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But  for  all  that,  thanks  to  labor,  environmental  and 
mine  safety  problems,  Consol's  coal  production 
has  gone  virtually  nowhere. 


MILLIONS  OF  TONS 


As  a  result,  only  in  the  last  three  years,  when  coal 
prices  soared  in  the  wake  of  the  1973  oil  embargo, 
has  Consol  yielded  Continental  the  kind  of  profits 
necessary  to  justify  its  acquisition. 


In  acquiring  Consolidation,  Continen- 
tal wasn't  seeking  to  eliminate  a  competi- 
tor but  to  find  a  supplement  to  oil.  "Con- 
tinental was  smart  enough  to  recognize 
its  oil  and  gas  business  would  suffer  the 
same  decline  in  its  existing  resource  base 
as  the  U.S.  generally,  says  Continen- 
tals brisk  and  persuasive  Vice  Chairman 
C.  Howard  Hardesty  Jr.,  55,  who  keeps 
an  eye  on  Continental  s  government  re- 
lations as  well  as  its  $385-million  chemi- 
cal operations.  "It  turned  to  coal  as  a 
long-term  alternative  to  oil. 


The  oil  industry's  critics  like  Kennedy 
and  Senator  James  Abourezk  like  to  com- 
plain that  the  oil  companies  are  far  too 
willing  to  divert  capital  away  from  the  oil 
and  gas  business  that  they  feel  should  be 
their  proper  concern,  but  Continental 
acquired  Consolidation  Coal  without  ex- 
pending a  cent  of  its  own  cash.  Continen- 
tal paid  $460  million  in  cash  and  1  million 
shares  of  stock  for  the  company,  but  the 
cash  came  from  a  group  of  institutional 
lenders  whom  Continental  repaid,  not 
out  of  its  own  resources,  but  from  the 


output  of  Consolidated's  expanded  coal 
production.  "If  we  had  had  to  come  up 
with  the  cash,"  Hardesty  concedes,  "it 
would  have  stopped  our  expansion  in  oil 
and  gas.  As  it  was,  we  were  really  getting 
going  in  the  North  Sea  at  that  period,  and 
that's  expensive  business,  and  it  didn't 
slow  us  down  one  bit." 

The  Consol  deal  was  a  good  one  fori 
both  parties  concerned:  The  Consoll 
stockholders  were  getting  a  tax-free  dis- 
tribution of  the  $460-rnillion  cash  pur- 
chase price,  and  the  Continental  share- 
holders were  getting  control  of  Consol's 
6-billion-ton  coal  reserve.  "Put  any  kind 
of  valuation  on  those  reserves  in  place, 
and  it  was  a  bargain,"  Hardesty  says. 
"And  every  day  that  goes  by,  it  becomes 
a  better  one  for  Continental." 

Continental  wasn't  looking  for  assets  to 
hold  in  the  ground.  And  it  certainly  wasn't 
looking  for  reserves  it  could  mothball  so  as 
to  strengthen  the  competitive  position  of 
its  oil  and  gas  operations.  It  was  looking  for 
a  property  it  could  develop  and  exploit 
and  it  proceeded  to  do  just  that — in  the 
face  of  some  increasingly  adverse  circum 
stances.  "There  were  a  few  years,"  Har 
desty  says  wryly,  "when  we  wondered  if 
we  made  the  right  decision. 

In  the  late  Sixties  everything  began  to 
go  wrong  and  go  wrong,  as  things  have  a 
way  of  doing,  all  at  once.  In  1968  an 
explosion  at  Consolidation's  Farmington, 
W.Va.  mine  killed  78  miners  and  set  in 
motion  a  chain  of  legislative  responses 
that  resulted  in  the  1969  Federal  Coal 
Mine  Health  &  Safety  Act.  The  Mine 
Safety  Act,  whatever  its  effect  on  safety, 
progressively  reduced  productivity  in 
the  coal  industry's  underground  mines 
by  almost  precisely  half.  As  productivity 
declined,  inflation  began  to  get  out  of 
control.  Consol  s  capital  and  operating 
costs  rose  rapidly,  and  with  maybe  half  of 
its  steam  coal  output  under  contracts 
that  bore  no  relation  to  market  prices, 
Consol  was  hard  put  to  offset  it  costs.  By 
the  early  Seventies  Consol  was  barely 
breaking  even,  and  by  1973  it  had 
slipped  into  the  red. 

"But  for  Continental  s  ability  to  help 
during  this  period,"  says  Consolidation 
President  Ralph  E.  Bailey,  "we  would 
probably  have  had  to  go  into  a  period  of 
no  growth — cut  back  our  manpower  and 
our  expansion  effort  simply  because  we 
couldn't  have  afforded  to  do  otherwise." 
In  good  years  and  bad,  Consol  proceeded 
to  pour  in  the  money.  Where  its  capital 
outlays  had  averaged  $24.5  million  a  year 
in  the  five  years  before  the  merger,  it 
averaged  $61.5  million  after  the  merger. 
Even  in  1973  it  laid  out  a  good  $36 
million.  "If  we  hadn't  been  playing  for  the 
future,  '  Hardesty  says,  "we  wouldn't 
have  put  a  dollar  in  the  coal  industry  in 
1973."  So  much  for  the  charges  that  the 
coal  companies  would  be  starved  for  cap- 
ital under  oil  domination. 

Hardesty  and  Bailey  agree  that  Consol 
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CHE  PEOPLE  WE  DON'T  INSURE 
MAKE  SAFECO  A  BETTER  DEAL 
FOR  THOSE  WE  DO  INSURE. 


SAFECO  insurance  isn't  right  for  And  you'll  find  our  policies  are  com- 
ivery  business.  And  not  every  busi-     petitively  priced,  yet  they  offer  the 


ess  is  right  for  us 

However,  if  you 
nave  a  mid-size 
veil  managed,  re- 
sponsible busi- 
ness, you're  in  luck 
because  ourexclu- 
[ive  commercial 
bolides  are  tailored 
br  your  needs. 

And,  quite  frank- 
/,  we  avoid  high 
lability  and  high 
ire  risks.  Because 
\/e  think  a  respon- 
sible person  in  Se- 
ittle  should  not 
lave  to  pay  for  the 
carelessness  of  a 
nessy  auto  parts 
iealer  in  Topeka.  This  means  ail  the 
oeople  we  insure  get  better  cover- 
age for  less  money  Dollar  for  dollar. 

Any  way  you  look  at 
:,  that  means  much  bet- 


H.R.  "High  Risk"  Murphy,  auto  parts  expert  and  good  ol'  boy. 


er  value— the  name  of 
he  game  at  SAFECO. 


broadest  cover- 
age in  the  busi- 
ness. And  we're 
just  as  fast  to  act 
on  a  claim  — usu- 
ally within  eight 
hours— as  we  are 
to  give  you  a  quote. 

And  here's 
something  else 
you  can  count  on. 
Underwriting  con- 
sistency. 

So  if  your  busi- 
ness meets  our 
standards,  you 
can  count  on  a 
long  and  lasting 
relationship. 
Just  see  an  in- 
dependent SAFECO  agent  listed  in 
the  Yellow  Pages.  Because,  when 
you  come  down  to  it,  it's  the  agent's 
business  to  know  your 
business.  And  our  busi- 


SAFECO 


SAFECO  Insurance  Company  of  America 
Home  Office — Seattle,  Washington 


ness  to  give  you  a  better 
deal  on  insurance. 


"  Where  will  the  Southern  be 
when  the  railroads  increase 
their  market  share  to  42%?" 

H.  D.  Crawley,  Project  Engineer,  Southern  Railway 

According  to  the  federal  government,  the  railroads  are  in  for  a  lot  of  growth  by  1990. 
Freight  ton-miles  will  increase  by  14.3%.  And  the  railroads' share  of  market  will  go  up 

to  42%. 

This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads:  That  we're  a  dying 

business. 

Far  from  it. 

Nine  out  of  the  ten  top  U.S.  railroads  consistently  make  a  profit.  The  Southern  Railway 
has  made  a  profit  every  year  for  the  past  38  years. 

So,  when  this  big  increase  in  traffic  hits,  we  stand  to  do  pretty  well. 

How  well?  The  president  of  the  Southern  Railway  is  a  lot  better  equipped  to  tell  you 
about  that  than  I  am. 


Southern's  new  computerized  freight 
classification  yard  under  construction 
near  Linwood,  N.C.  Four  miles  long, 
this  space-age  facility  will  have  46  clas 
sification  tracks,  as  well  as  direct  links 
with  Southern's  computer  and  control 
center  in  Atlanta. 


"On  top'.' 


L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013. 

All  you  hear  about  the  railroads  these  days  is  that  we're  declining  and  about  to  go 

nn  t.  Fir,St= I  becaus5  ^'re  in/  business-The  only  thing  we  have  to  sell  is  safe, 

on-time  delivery  of  the  goods.  And,  second,  because  we're  in  this  business  to  make  money. 
And  the  only  way  to  do  that  is  to  give  better  and  better  service 

We  have  no  doubt  that  these  increases  in  freight  volume  are  on  the  way.  So  we're 
getting  ready.  Right  now.  3 

For  instance,  you're  looking  at  the  beginning  of  the  seventh  push  button  freight 
S££S  c^day  bUik  SmCC  195L  *  3  $4°  ^  COmP~  ™*  k  « 

BU\\tdue»  bC  °n  t0p-  DoeS  that  mean  we'U  Set  the'Hon's  share  of  these  new 
increases  Maybe.  But  you  can  be  sure  that,  whatever  happens,  I'm  going  to  see  that  we're 

brokT  IS'      71th!  C0Unt:  m  S£rViCe  3nd  in  Potability.  Because  we're  not  going 
broke,  we  re  going  for  broke. 

THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


■  i 
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has  to  compete  with  other  divi- 
sions of  Continental  for  what 
capital  is  availahle.  "What  has 
always  had  priority  in  our  long- 
range  planning,"  Hardesty  says, 
"has  been  Continental  as  an  oil 
and  gas  exploration  and  develop- 
ment company.  Then  comes  the 
development  of  its  coal  re- 
sources. There  has  to  be  a  strate- 
gy that  says  what  we're  going  to 
emphasize,  and  what  determines 
those  priorities  is  the  long-term 
and  profit  lotential  of  the  various 
businesses  Your  strategy  is: 
What  can  you  do  with  your 
shareholders'  money  to  maxi- 
mize their  return?" 

In  bidding  for  capital,  Consoli- 
dation could  offer  some  unusual 
strengths.  Its  -operations  are 
about  as  widely  diversified  as  any 
in  the  coal  industry.  Consol 
mines  in  the  East,  the  Midwest, 
and  the  Far  West,  and  it's  capa- 
ble of  producing  from  its  vast  and 
ever  expanding  reserves  just 
about  any  variety  of  coal  needed. 
And  not  only  steam  coal  for  the 
utility  industry  (normally  around 
65%  of  sales),  but  also  metallur- 
gical coal  for  the  steel  industry 
(35%) — a  diversity  of  markets 
that  provides  Consol  with  some- 
what greater  stability  than  a  less 
widely  diversified  competitor 
like  Peabody. 

"This  geographical  diversity," 
says  Ralph  Bailey,  "allows  us  to 
retain  a  high  degree  of  flexibility 
in  our  long-range  planning.  If  we 
run  into  a  constraint  in  one  area — 
legal,  environmental,  what- 
ever— we  can  shift  our  emphasis 
somewhere  else.  We  are  able  to 
match  markets  with  other  re- 
serves that  we  own  or  control  and 
so  carry  out  our  expansion 
program." 

At  the  same  time,  Consolida- 
tion has  been  especially  vulner- 
able to  the  problems  that  have 
beset  the  coal  industry  in  the 
Seventies.  Two-thirds  of  its  pro- 
duction is  underground,  so  that 
Consol  was  highly  exposed  to  the 
productivity  declines  brought 
about  by  the  Mine  Safety  Act, 
which  principally  affected  the  un- 
derground mines.  Then  too,  the 
bulk  of  Consol  s  output  was  in 
high-sulfur  coal,  and  it  was  high- 
sulfur  coal  that  created  most  of 
the  pollution  problems  made 
anathema  by  the  1970  Clean  Air 
Act.  Equally  important,  all  of 
Consol  s  mines  were  organized 
by  the  United  Mine  Workers — as 
opposed  to  50%  for  the  indus- 
try— and  as  the  Seventies  pro- 
gressed the  power  and  authority 
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True  Believers:  Jim  Abourezk  (above)  used  to 
be  a  bartender.  Ted  Kennedy's  a  millionaire's  son. 
But  both  senators  are  convinced  of  the  avarice 
and  iniquity  of  the  oil  industry  and  have  sought 
to  force  it  to  divest  itself  not  only  of  its  interest  in 
other  fuels,  but  in  refining  and  marketing  as  well. 


of  the  UMW  has  been  dissipated 
in  a  series  of  senseless  wildcat 
strikes  that  periodically  wrought 
havoc  with  Consol  s  profits  and 
production  schedules. 

Nonetheless,  Bailey  insists,! 
"there  has  never  been  a  time  that 
Consols  activities  have  been 
limited  by  lack  of  capital."  De- 
spite all  these  problems,  Conti- 
nental went  on  sinking  money 
into  Consol — into  meeting  the 
terms  of  the  production  payment, 
into  expanding  and  modernizing 
its  operations — close  to  $1  billion 
altogether  over  the  course  of  a 
decade.  Consol  s  work  force  ex- 
panded from  11,694  in  1966  to 
21,480  in  1976,  while  its  re- 
serves— the  shape  and  source  of 
its  future — went  from  6  billion  to 
14.3  billon  tons.  In  ten  years 
Consol  opened  no  fewer  than  21 
new  mines,  added  no  fewer  than 
30  million  tons  of  new  capacity  to 
the  43  million  tons  Consol  had 
possessed  when  Continental  took 
it  over.  "We're  pretty  aggres- 
sive," Bailey  says,  "for  a  company 
that  has  seen  its  productivity  un- 
derground drop  50%." 

But  for  all  that,  Consol  was 
running  hard  to  stand  still.  For 
though  production  rose  from  43 
million  tons  in  1966  to  about  58 
million  in  1970,  thereafter  it 
dropped  back — to  51  million 
tons  last  year.  Between  1969, 
when  the  Mine  Safety  Act  was 
enacted,  and  1976,  Consol  added 
19  million  tons  of  new  capacity, 
lost  5  million  through  depletion 
and  mine  closings,  for  a  net  gain 
of  14  million  tons.  At  the  same 
time,  declining  productivity  cost 
Consol  17  million  tons  of  capac- 
ity; so  it  wound  up  the  period  3 
million  tons  behind  where  it 
started. 

In  the  end  it  was  the  Arabs 
who  pulled  the  coal  industry's 
chestnuts  from  the  fire.  Thanks 
to  the  1973  oil  embargo,  politi- 
cians and  businessmen  alike  fi- 
nally began  to  realize  that  the 
U.S.  could  no  longer  risk  de- 
pending so  heavily  on  imported 
oil,  and  that  coal  offered  one  of 
the  likeliest  alternatives.  With 
that  realization  and  with  the 
higher  price  of  competing  fuels, 
coal  prices  began  to  rise — noth- 
ing on  the  order  of  the  increases 
in  oil,  but  substantial  increases 
all  the  same.  Consol  s  revenue 
per  ton  rose  from  S7.59  in  1972 
to  $13.55  in  1974  to  $20.64  in 
1976,  while  its  pretax  profit  mar- 
gin widened  breathtakingly — 
from  69  cents  in  1972  to  $4.21  in 
1976.    "We   feel  our  pricing," 


FORBES,  OCTOBER  15,  1977 


WE'VE  BROUGHT  IN 

TWO  OF  THE 

MOST  WANTED  MEN 
IN  AMERICA. 


Their  names  are  Peter  Mills  and  Craig  Sparkes,  and  if  you're  knowledgeable 
about  cash  management  generally,  you've  probably  heard  of  them. 
For  us,  they  represent  the  frosting  on  the  cake. 

Our  cash  management  group,  already  staffed  by  a  team  of  top  industry 
professionals  like  Fred  Greenley  and  George  Lowther  and  offering  some  of  the 
most  sophisticated  services  of  any  bank,  now  has  the  added  benefit  of  two  more 
of  the  top  people  in  the  business.  Working  professionals,  not  figureheads! 
Four  people  you  can  call  on  for  cash  management  assistance.  They  can  help 
you  find  ways  to  make  your  company's  cash  work  harder,  faster,  more  effectively. 

You'll  be  dealing  with  two  proven  quantities:  superior  cash  management 
professionals,  and  the  operational  expertise  of  Wells  Fargo  Bank.  And  you  can 
begin  with  a  simple  phone  call. 

Peter  Mills  Fred  Greenley  Craig  Sparkes         George  Lowther 

(415)  396-5611        (415)  396-2467        (415)  396-5613        (415)  396-2069 


CASH  MANAGEMENT  SERVICES.  WELLS  FARGO  BANK. 


Ralph  Bailey  says,  "should  be  at  a  level 
to  justify  new  capacity.  Even  with  in- 
creases of  that  magnitude,  coal  still  sells 
for  85  cents  per  million  BTU,  us.  $2.20 
for  coal.  "If  we  were  playing  one  fuel 
against  the  other,  Hardesty  says,  "or  if 
we  had  the  power  to  do  it,  coal  would  be 
up  to  $2.20." 

The  financial  consequences  were  di- 
rect and  almost  immediate.  Where  Con- 


likely  to  continue  to  pay  its  own  way  for 
some  time  to  come.  Even  so,  though 
Consol  may  no  longer  need  Continen- 
tal's financial  support,  it  continues  to 
profit  from  its  other  resources.  "There 
has  been  a  great  mixing  of  talent,"  Bailey 
says,  "in  financial  areas,  legal  areas, 
planning,  engineering  and  research." 
Research  may  be  as  important  as  any, 
and  the  combination  of  the  research  tal- 


". .  .  If  we  were  playing  one  fuel  against  the  other,  or  if  we  had 
the  power  to  do  it,  coal  wouldn't  sell  for  85  cents  per  million 
BTUs.  Coal  would  be  up  to  $2.20,  which  is  where  oil  is  .  .  ." 


Mixed 

started 
moved 


sol  had  never  before  earned  more  than 
$21  million  since  Continental  acquired 
it,  its  earnings  soared  to  $44  million, 
$142  million,  $175  million.  By  1976  it 
was  earning  38%  of  Continental's  $460- 
million  net  income.  "Coal-mining  oper- 
ations," President  Ralph  Bailey  says  con- 
tentedly, "should  seek  to  achieve  a  high- 
er rate  of  return  than  you'd  expect  in  an 
industry  involving  less  risk.  De- 
pending on  the  risk,  we  should 
be  experiencing  rates  of  return 
varying  from  the  high  teens  to 
nearly  30%."  Consol  is  already 
coming  close.  In  1976  Continen- 
tal's coal  income  was  equal  to 
25%  of  its  total  investment  in 
coal,  vs.  15%  for  the  corporation 
as  a  whole. 

And  barring  labor  and  envi- 
ronmental constraints,  Consol  s 
future  looks  every  bit  as  bright. 
Consol  has  already  made  most  of 
the  capital  investment  necessary 
to  produce  60  million  tons  in 
1978  so  that,  in  the  unlikely 
event  that  it  should  operate  at 
full  capacity,  next  year  its  coal 
earnings  would  easily  reach  $210 
million.  Beyond  that,  at  a  cost  of 
nearly  $1  billion,  Bailey  is  plan- 
ning to  add  another  30  million 
tons  of  capacity  by  1985.  What 
that  might  yield  is  anybody's 
guess.  "We  are  not  projecting  91 
million  tons  of  profitless  coal," 
Bailey  says  dryly.  At  last  year's 
rates  of  return  and  operating  at 
full  capacity,  Continental  could 
easily  earn  as  much  from  coal  in 
1985  as  the  $460  million  it 
earned  from  the  entire  corpora- 
tion— oil,  gas,  coal,  chemicals, 
uranium — in  1976.  Assuming,  of 
course,  that  the  demand  is  there 
and  that  Consol  is  able  to  utilize 
its  capacity. 

Consol  is  now  effectively  self- 
financing.  It  liquidated  the  pro- 
duction payment  in  1975,  paid 
off  any  advances  from  the  parent 
company  and  yielded  its  share  of 
the  dividend  as  well.  It  seems 
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ents  of  coal  and  oil  have  produced  a 
synergy  that  currently  gives  Consol 
something  of  a  technological  edge  over 
its  competitors. 

Continental  s  pipeline  technology,  for 
example,  has  enabled  Consol  to  develop 
a  radically  new  hydraulic  transportation 
system — a  slurry  pipeline,  in  effect — 
that  can  carry  coal  rapidly  from  the 


Management:  Vice  Chairman  Hardesty 
out  as  Consolidation's  general  counsel, 
up  rapidly  after  the  Conoco  merger. 


mine  face  to  the  tipple  above  grour 
with  considerable  improvement  in  botH 
safety  and  productivity.  It  has  enabled 
Consol  to  devise  a  new  method  foi 
draining  explosive  methane  from  th0 
mine  face,  and  its  has  given  Consol 
commanding  position  in  the  still  unecon 
nornic  technology  of  coal  gasification. 
Consol  operates  a  coal-gasification  pilot) 
plant  in  Rapid  City,  S.  Dak.,  while 
Continental  has  pioneered  a  new  pro^ 
cess  for  converting  low-BTU  gas  into  gas| 
of  pipeline  quality  at  Westfield,  Scot- 
land, and  it  has  designed  a  commercial-1 
scale  gasification  project — the  industry' 
first — that  is  scheduled  to  get  into  pro- 
duction in  southeastern  Ohio  in  1983  at 
a  cost  of  $300  million. 

But  neither  Continental,  Consol,  nor 
the  coal  industry  has  any  clear  idea  of 
what  to  do  about  the  chaotic  conditions 
in   the   United   Mine   Workers  union 
these  days.   "The  coal  industry  must! 
press  for  provisions  within  the  contract 
that  would  drastically  reduce  absentee- 
ism,    Bailey    says,    "resolve  disputes 
without  strikes  and  increase  productiv- 
ity and  production."   But  that 
sounds  a  little  like  whistling  in 
the  dark.  Through  August  wild- 
cat strikes  had  already  cost  the 
industry  21  million  tons  of  pro- 
duction, as  much  as  in  all  of 
1976,  and  with  negotiations  on  a 
new  three-year  contract  under 
way,  Bailey  has  little  hopes  of 
avoiding  a  shutdown  in  Decem- 
ber— and  less  hope  of  ironing  out 
an  agreement  with  the  union  itself 
that   the   membership   will  be 
bound  by.  As  it  is,  wildcat  strikes 
have  already  cut  Consol  s  earn- 
ings drastically  this  year.  At  mid- 
year, Consol  s  coal  earnings  were 
off  over  40%,  Continental's  by 
14%,  and  that  earnings  pattern 
will  very  probably  prevail  for  the 
rest  of  the  year. 

Both  Continental  and  Consol 
remain  confident  that  somehow 
the  industry  will  surmount  the 
problems  that  continue  to  afflict 
it — the  labor  and  productivity 
problems  that  restrain  produc- 
tion, the  environmental  and  leg- 
islative problems  that  restrain 
demand.  Bailey  remains  confi- 
dent that  Consolidation  will  be 
able  to  increase  its  capacity  to  91 
million  tons  by  1985  and  that  the 
market  demand  will  be  there  to 
support  it. 

"Kennedy  and  Abourezk  keep 
saying  you're  slighting  your  coal 
company  ,  Hardesty  says,  "but 
all  you  have  to  do  is  look  at  the 
record.  We  have  plenty  of  sur- 
plus producing  capacity.  We  re 
maintaining  and  increasing  our 
share  of  the  market.  We  keep  on 
doing  our  job.  ■ 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  Obligation  beyond  the 
strictly  legal  terms -and  this 
is  always  a  consideration  in 
our  settlements'.' 

HENDON  CHUBB 
(1874-1960) 

Our  insurance  policy. 


k: 

CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Vinyl  plastic  for  hundreds  of  products. 


Tractors  to  help  grow  the  food  you  eat. 


9 

sun  ciam 

POTBTOES 


Nuclear  power  components  to  help 
keep  the  lights  burning. 


Tenneco  is  like  a  supermarket 
for  the  necessities  of  life. 


Here  are  some  necessities  you've  probably 
already  used  without  knowing  they  came 
from  Tenneco. 

vinyl— You  could  be  wearing  Tenneco 
vinyl  (footwear).  You  could  be  listening  to 
Tenneco  vinyl  (stereo  records).  Your  child 
could  be  playing  with  toys  made  of  it.  Your 
plumbing  pipes  and  hundreds  of  other  prod- 
ucts are  made  of  this  versatile  plastic.  In  fact, 
Tenneco  Chemicals'  vinyl  is  practically  legal 
tender:  most  credit  cards  are  made  from  it 

cartons— Even  the  necessities  of  life  have 
necessities.  Like  folding  cartons  to  protect 
products  from  the  time  they're  sold.  Our 
Packaging  Corporation  of  America  makes 
these  cartons  for  just  about  everything  you 
find  in  a  supermarket. 

petroleum  products— Nature  didn't  put  oil 
in  places  that  are  easy  to  find,  so  locating  it 
is  Tenneco  Oil's  biggest  single  objective. 
And  we've  discovered  sufficient  quantities  to 
become  a  major  supplier  of  heating  oil  to  the 
northeast,  and  gasoline  to  the  south  and 
southeast. 

farm  tractors— Some  of  the  food  you  eat 
was  probably  helped  along  in  life  by  a  J  I 
Case  tractor.  Our  latest  model,  the  2870,  has 
300  hp,  4-wheel  drive,  with  optional  air  con- 
ditioning and  stereo.  There's  a  Case  tractor 
to  meet  any  farming  need. 


natural  gas— This  is  Tenneco's  transporta- 
tion business.  We  ship  natural  gas  at  20 
miles  per  hour  through  our  1 6,000  miles  of 
pipeline  serving  the  northeast  and  the  mid- 
dlewest.  Natural  gas  to  heat  your  home  and 
cook  your  meals. 

fruits  and  vegetables— The  Sun  Giant" 
brand  of  fresh  fruits  and  vegetables  from 
Tenneco  West  means  nutritious  and  tasty 
meals  for  you  and  your  family.  Everything 
with  the  Sun  Giant  name  on  it  is  the  pick  of 
the  crop. 

nuclear  capabilities— Our  Newport  News 
Shipbuilding  developed  its  nuclear  know- 
how  building  nuclear  submarines  and  air- 
craft carriers.  That's  why,  through  Newport 
News  Industrial,  we  are  now  able  to  supply 
components  and  services  to  the  nuclear 
power  generating  industry.  So  we're  helping 
to  keep  city  lights  burning. 

exhaust  systems— Silence  is  golden: 
mufflers  and  other  exhaust  system  compo- 
nents from  our  Walker  Manufacturing  are 
now  on  one  out  of  every  three  cars  on  the 
road.  Walker  components  are  available  at 
your  local  service  station  or  independent 
garage. 

For  more  information  about  Tenneco, 
write  to  Dept.  X-4,  Tenneco  Inc.,  Houston, 
Texas  77001 . 
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Raising  The  Ante  

Wayne  Crisman  has  nothing  but  praise  for 
Raytheon.  So  why  did  he  pull  Falcon  Seaboard  out  of 
the  merger?  That's  a  foolish  question. 


By  JAMES  FLANICAN 

O.  (for  Orville)  Wayne  Crisman, 
chairman  and  chief  executive  of  Hons 
ton-based  Falcon  Seaboard  Inc.,  is  feel- 
ing mighty  good  these  days.  The  one- 
time Texas  oil  drilling  engineer  ought  to 
feel  good.  He  just  turned  down  a  merger 
deal  thai  would  have  brought  him  $15 
million  worth  ol  Raytheon  stock.  He 
turned  it  down — quite  obviously — be- 
cause he  thinks  he  can  do  much  better. 

Falcon  Seaboard,  whose  chief  asset  is 
its  holdings  of  eastern  Kentucky  low- 
sulfur  coal,  is  earning  good  money  this 
year— maybe  $2.50  to  $2.60  a  share,  a 
potential  42%  return  on  stockholders 
equity.  Next  year  and  down  the  road 
should  be  even  better  because  of  a  new 
contract  with  American  Electric  Power 
for  delivery  of  8  million  tons  of  coal  oxer 
a  four- year  period  at  a  price  of  $25  a  ton. 
The  first  year  of  the  contract  would  add 
almost  50%  to  Falcon  s  $100  million-plus 
in  revenues.  But  the  prospects  of  that 
contract — details  of  which  are  still  being 
negotiated — go  beyond  just  the  four 
years  and  8  million  tons.  AFP  will  have 
an  option  to  take  up  to  45  million  tons  of 
Falcon  s  coal  over  a  period  extending  out 
to  1995  if  all  goes  well.  With  almost  200 
million  tons  of  coal  reserves,  Falcon 
should  hi!  these  contracts  easiK 

Crisman  speaks  very  highly  of  Raythe- 
on. In  June  he  and  Falcon's  founder  and 
largest  stockholder,  Theo  Law  .  accepted 
Raytheon's  share  Tor-share  merger  offer 
which,  based  on  prices  at  the  time,  would 
have  given  Falcon  shareholders  a  33% 
premium  on  their  stock  and  a  doubling  of 
the  dividend.  Crisman  owns  483,240 
shares,  6.5%  of  the  7.45  million  outstand- 
ing. Law,  an  oil  veteran  whose  family 
drilled  one  of  the  first  U.S.  wells  in 
Pennsylvania,  and  his  wife  own  12.3%. 

But  in  September  Crisman  halted 
those  merger  discussions.  AEP  had  just 
come  in  with  its  coal  purchase  offer. 
Raytheon's  offer  worth  about  $225  mil- 
lion in  September,  no  longer  looked 
good  enough.  While  the  share-for-share 
merger  proposal  was  under  study  at  the 
Securities  &  Exchange  Commission, 
Crisman  and  Law  had  time  for  second 
thoughts.  They  pulled  out  ol  the  deal. 

Falcon  will  ship  some  5.5  million  tons 


of  coal  in  1977  under  contracts  it  has  with 
the  Tennessee  Valley  Authority  (at 
prices  ranging  from  $13.53  a  ton  to 
$18.06  a  ton)  and  Detroit  Edison  (at  an 
average  price  of  $14.90).  Along  with 
some  spot  sales,  Falcon  should  have 
some  $85  million  in  coal  revenues,  on 
which  it  will  earn  some  $16  million. 

The  AEP  contract,  however,  will  do 
even  more  for  profits  than  for  revenues 
AEP  will  get  high-BTU-content,  low-sul- 
fur coal.  A  Houston  security  analyst  who 
follows  Falcon  Seaboard  reckons  that 
there  is  a  $10  a  ton  profit  in  the  coal 
slated  for  AEP,  OS.  approximately  $3  per 
ton  under  the  TV  A  and  Detroit  Edison 
contracts.  On  that  basis,  the  new  ship- 
ments would  double  Falcon  s  earnings  in 
1978 — to  maybe  $5  a  share. 

But  talk  to  Wayne  Crisman  and  it  soon 
becomes  clear  that  Falcon  Seaboard  is 
still  for  sale,  even  though  it  pulled  out  of 
the  Raytheon  deal.  Crisman,  60,  and 
Law,  who  will  be  67  in  December,  want 
to  cash  in  their  chips.  They  realize  that, 
by  itself.  Falcon  Seaboard  lacks  enough 
capital  to  do  all  the  things  that  need 
doing — and  they  lack  the  time. 

The  company  itself  was  founded  in 
1935  by  Theo  Law  and  some  partners  as 
a  drilling  contractor  in  Tulsa.  Okla.  In 
the  1960s,  when  it  moved  to  Houston,  it 
had  gone  into  oil  and  gas  production.  In 
the  final  years  of  that  decade.  Law  diver- 
sified further  into  manufacturing  of  oil- 
field and  construction  equipment.  In 
1970  he  put  together  13  small  coal  com- 
panies in  Kentucky  to  form  Falcon  Coal. 

B\  1971  Falcon  Seaboard  was  in  deep 
trouble.  It  lost  $5.6  million  in  1971,  and 
at  the  end  of  the  year  it  had  $5  million  in 
stockholders  equity  and  $20.9  million  in 
long-term  debt.  Wayne  Crisman,  who 
had  sold  his  oil  production  com  pan)  to 
Falcon  Seaboard  in  1970,  was  brought 
from  the  subsidiary  to  Houston  to  try  to 
clear  up  the  mess.  Some  of  the  conglom- 
erate acquisitions  were  sold  off,  the  debt 
was  whittled  down.  By  1974  Crisman 
had  become  chairman  and  chief  execu- 
tive and  was  able  to  consolidate  all  of 
Falcon's  debts  with  a  single  $12-million 
loan  from  the  Republic  National  Bank  of 
Dallas. 

Today  Falcon  Seaboard  has  over  $50 
million  in  equity  and  only  $16  million  in 


Southwest  Tradition:  His  father  built 

pipelines;  Wayne  Crisman  has  been  in 
oil  since  graduating  Texas  A&M  in  '38. 


debt.  It  also  has  a  $50- million  credit  line. 
But  Crisman  looks  at  the  money  needed 
to  grow  big  in  the  energy  business, 
whether  coal  or  oil  and  gas  (Falcon  has  a 
small  share  in  a  Dutch  North  Sea  gas1 
field),  and  decides  that  Falcon  Seaboard 
doesn  t  have  what  it  takes.  "We  are] 
limited  in  our  cash,"  he  says,  "and  we 
don't  intend  to  create  a  big  debt  again." 

The  answer  is  a  merger  with  a  big 
company  w  ith  lots  of  spare  cash.  Before 
Ray  theon,  in  1975,  Falcon  got  to  serious 
merger  discussions  with  MA  PCX)  Inc., 
the  Tulsa-based  company  also  big  in  the 
Kentucky  coalfields.  But  TVA  objected 
to  a  merger  of  its  suppliers,  just  as  it 
vowed  to  oppose  any  acquisition  of  its 
coal  suppliers  by  an  oil  company. 

Crisman  is  unworried.  He  assumes 
lots  of  big  companies  will  be  calling  on 
him  once  the  AEP  contract  is  signed. 

Will  Raytheon  propose  merger  again, 
at  a  higher  price?  Crisman  follows  a 
Forrks  reporter  out  of  his  office  asking 
if  the  reporter  knows  Tom  Phillips, 
Raytheon's  chairman:  "That's  a  fine  man, 
a  fair-dealing  man  and  a  man  of  religious 
principles.  That's  important." 

\  call  to  Raytheon  gets  not  Phillips, 
who  is  away,  but  Robert  Seaman,  vice 
president  for  planning,  who  took  part  in 
the  merger  negotiations.  Seaman  is  cool 
to  all  this  fine  talk.  "There  is  always  a 
certain  amount  of  nostalgia  after  these 
things,"  says  Seaman.  He  knows  that  all 
the  praise  in  the  world  doesn't  change 
the  fact  that  Crisman  pulled  out  of  a  deal 
that  Ray  theon  wanted  very  badly.  ■ 
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Faces  Behind  The  Figures 


Flxibility? 


Bethpage,  Long  Island's  venerable 
Grumman  Corp.  is  reasonably  profit- 
able, but  it  hasn't  had  any  earnings 
growth  to  speak  of  for  a  decade  or  more: 
On  $1.5  billion  in  sales  Grumman  netted 
just  $23.5  million  last  year.  The  problem 
is  that  military  aircraft  and  space  prod- 
ucts still  yield  nearly  90%  of  its  profits, 
which  means  that  the  government  is  the 
main  customer — -and  a  tough  one.  The 
other  10%  comes  from  a  grab  bag  of 
executive  jets,  yachts,  canoes  and  data 
processing  services. 

Last  month  Chairman  John  C.  Bier- 
wirth,  53,  a  man  with  a  financial  back- 
ground, made  Grumman's  most  decisive 
diversification  move  yet.  From  ailing 
Rohr  Industries,  he  agreed  in  principle 
to  buy  Flxible,  one  of  the  U.S.'  three 
major  manufacturers  of  transit  buses 
(General  Motors  and  American  Motors 
are  the  other  two).  The  price:  $40  mil- 
lion, $5  million  over  book  value.  "The 
bus,"  says  Bierwirth,  aware  that  the  Car- 


ter Administration  is  disillusioned  with 
subway  construction,  "seems  to  be  the 
answer  to  the  mass-transportation  prob- 
lem." Bierwirth  adds  that  Flxible  fits  in 
well  with  'Grumman's  Allied  Industries 
subsidiary,  which  sells  products  like  fire 
engines,  minibuses  and  ambulances  to 
cities  and  counties. 

But  isn't  Bierwirth  simply  shifting 
Grumman  from  selling  military  hard- 
ware to  the  U.S.  government  to  selling 
civilian  hardware  to  city  hall  (a  city  hall 
whose  bus  purchases  are  substantially 
bankrolled  by  the  U.S.  Department  of 
Transportation)?  And  haven't  there  been 
political  storms  over  the  DOT's  rigid 
specifications  for  new  buses?  American 
Motors  recently  sued  the  Feds  on  the 
grounds  that  some  specifications  threat- 
ened to  turn  the  bus  business  into  a 
General  Motors  monopoly. 

Bierwirth,  who  knows  that  Grumman 
is  no  heavyweight  in  the  political-clout 
department,  nods  his  head,  thinks  for  a 
minute  and  asks:  What  business  isn't 
tangled  with  the  government  these  days? 


Integrating  Busing:  Grumman  Chairman! 
Bierwirth  asks,  "What  business  isn't 
tangled  with  the  government  today?" 


"I  would  say  that  the  bus  business  is  less 
subject  to  the  ups  and  downs  of  U.S. 
government  policy  than,  say,  the  glass 
bottle  business  or  the  aluminum  can| 
business."  ■ 


Begging  To  Disagree 

While  Secretary  of  the  Treasury  W. 
Michael  Blumenthal  is  trying  to  put  the 
best  possible  face  on  the  U.S.'  yawning 
trade  deficit,  other  voices  in  the  Carter 
Administration  are  less  sanguine.  Frank 
Weil's,  for  example. 

The  onetime  Wall  Streeter,  now  Assis- 
tant Secretary  of  Commerce  for  Domes- 
tic &  International  Business,  says: 
"Some  people  feel  that  running  a  deficit 
has  its  good  points,  because  we  are  in- 
vesting in  the  financial  and  economic- 
health  of  the  rest  of  the  world.  But  I 
represent  a  group  that  says  that  to  let  a 
situation  like  this  go  on  too  long  could 
have  an  effect  on  the  confidence  factor.  " 

Weil  explains:  With'a  $30-billion  trade 
deficit  looming,  the  main  thing  keeping 
the  dollar  afloat  is  that  the  Arabs  and 
other  large  holders  of  our  deficit  dollars 
are  reinvesting  the  money  in  the  U.S. 
But  investment  depends  on  confidence. 
If  the  holders  of  dollars  should  lose  confi- 
dence in  our  economy,  the  offsetting 
investments  will  cease.  The  dollar  could 
collapse  under  the  pressure. 

A  Harvard-trained  lawyer  and  former 
investment  banker  (Loeb,  Rhoades  & 
Co.),  Weil  sees  the  situation  as  a  banker 
and  businessman  rather  than  as  an 
economist.  So  he  knows  the  confidence 
factor  can  be  crucial. 

The  key  to  confidence,  Weil  says,  is 
that  the  U.S.  demonstrate  that  it  is  try- 
ing to  do  something  to  close  the  trade 


gap.  As  things  stand,  it  is  not  putting 
sufficient  emphasis  on  the  problem.  U.S. 
nonoil  exports  are  not  expanding  fast 
enough,  and  our  nonoil  trade  surplus  is 
dwindling  from  $35  billion  in  1975  to  a 
probable  $15  billion  this  year — not  near- 
ly enough  to  pay  for  close  to  $45  billion 


Worrywart:  His  Wall  Street  years 
taught  Frank  Weil  how  easy  it  is  to 
shake  people's  confidence. 


in  oil  imports.  The  U.S.  is  very  rich.  But] 
not  even  the  U.S.  can  stand  an  infinitely 
large  or  permanent  trade  deficit. 

"From  my  years  in  Wall  Street,  Weil 
says,  "I've  learned  that  the  movement  of 
capital  is  a  very  whimsical,  hard-to-pre- 
dict  thing.  As  long  as  the  world  has 
confidence  we're  taking  the  right  steps  to 
bring  this  into  reasonable  equilibrium, 
people  will  continue  to  invest  here,  and  I 
think  we  can  go  on  running  this  deficit 
for  quite  a  long  time — five,  maybe  ten, 
years.  But  a  little  mood  change  and  ev- 
en thing  can  change." 

Which  is  why  Weil  feels  the  U.S. 
should  take  a  more  aggressive  stance  in: 
regard  to  exports— bargain  hard  in  the 
trade  negotiations  now  in  progress,  pro- 
mote exports  on  a  governmental  basis, 
and  help  industries  crippled  by  foreign 
competition  to  become  more  competi- 
tive. And  U.S.  industry  must  accept  the 
need  to  export.  At  present  2.50  large 
companies  account  for  80%  of  U.S.  ex- 
ports, so  the  opportunities  are  enor- 
mous. "We've  gone  from  4%  of  our  gross 
national  product  in  exports  to  7%  in  the 
past  five  years.  Why  shouldn't  we  go  to 
8%.  And  1%  of  the  GNP  is  $17  billion.  " 

Of  course,  the  U.S.  can't  increase  its 
export  trade  without  doing  so  at  the  ex- 
pense of  somebody  else — the  Europe- 
ans, the  Japanese,  the  underdeveloped 
countries.  But  as  Weil  says:  "If  we  don't 
do  something,  these  deficits  could  get 
worse  and  worse,  and  the  confidence 
factor  will  continue  to  haunt  us."  ■ 
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jrive  him 
i  Zero. 

s  the  world's  easiest  media  plan: 
>t  year's  plan  updated. 

Next  time  someone  proposes 
give  the  man  a  zero— or  at 
ist  a  copy  of  Newsweek's  "Guide 
Zero-Base  Media  Planning." 

"Projecting"  last  year's  plan 
r  next  year  may  be,  in  some 
stances,  a  good  idea. 

But  these  days — with  manage- 
2nt  concern  for  accountability, 
d  with  ad  budgets  strained  by 
ing  media  costs  and  increased 
mpetition— starting  at  zero  is 
nerally  a  better  idea. 

Zero-Base  Media  Planning 
jans,  literally,  starting  from 
ratch. 

No  sacred  cows.  No  precon- 
ptions.  No  comfortable 
sumptions. 

At  Zero-Base,  the  important 
ing  is  to  keep  an  open  mind,  and 
it  to  be  intimidated  by  what  has 
ppened  in  the  past. 

Zero-Base  Media  Planning  is 
nodern,  disciplined  approach  to 
idia  planning. 

It  borrows  some  of  its  termi- 
logy  and  procedure  from  an 
lovative  and  widely  used 
cision-making  process  known 
Zero-Base  budgeting. 

In  Zero-Base  Media  Planning, 
i  media  type  to  be  selected  is 


rrLets  just  do  what  we  did 
last  year  It  worked,  didn't  it?" 


never  a  foregone  conclusion. 

Creative  execution  (if  it 
exists)  is  not  an  inhibiting  factor. 

Each  medium  is  viewed 
afresh,  whether  creative  exists 
for  it  or  not. 

Then,  in  a  later  step,  Media 
and  Creative  become  co-partici- 
pants in  the  final  determination  of 
the  plan. 

Together  they  must  evaluate 
the  "trade-off  opportunities  that 
exist  between  the  advantages  of 
one  medium  and  those  of  another. 
They  must  determine  what  is  being 
given  up  in  terms  of  creative 
effectiveness  or  target-group 
delivery  when  one  media  com- 
ponent is  selected  over  another. 

In  today's  rapidly  changing 
media  marketplace,  Zero-Base 


Media  Planning  can  be  the 
advertiser's  assurance  that  media 
opportunities  are  not  being 
overlooked. 

To  help  you,  Newsweek  has 
prepared  an  informative  36-page 
"Guide  to  Zero-Base  Media 
Planning."  It  shows  how  the  Zero- 
Base  approach  differs  from  other 
approaches;  how  it  can  help  you 
increase  the  efficiency /effective- 
ness of  your  media  plans;  and, 
with  a  detailed,  step-by-step 
example,  how  you  can  put  the 
technique  to  work  yourself. 

In  addition,  Newsweek  is 
prepared  to  supply  you  with  a 
vast  amount  of  marketing  infor- 
mation essential  to  the  Zero-Base 
Media  Planning  process. 

This  includes  syndicated 
research  (the  widest  range  offered 
by  any  major  magazine),  new 
interpretations  of  current  syndi- 
cated data,  innovative  primary 
research,  and  qualitative,  in-depth 
attitudinal  surveys  of  special 
audiences. 

For  further  information  about 
Newsweek's  marketing  tools— 
many  of  which  are  intended  to 
help  bridge  intermedia  barriers— 
and  for  a  copy  of  the  "Guide" 
(Newsweek  has  already  filled 
requests  for  nearly  14,000  of  them), 
contact  your  Newsweek  sales 
representative  or:  Chuck  Kennedy, 
Vice  President  and  Advertising 
Director,  Newsweek,  444  Madison 
Avenue,  New  York,  N.  Y.  10022. 


Zero-Base  Media  Planning. 
Ask  Newsweek. 


Faces  Behind  The  Figures 


Hanging  Tough 

After  A.  C.  (Tony)  van  Ekris  took  the 
helm  of  Virginia-based  Kay  Corp.  in 
1972,  he  could  have  been  happier.  His 
company  was  built  of  some  odd  and  un- 
related pieces — part  jewelry-store  chain, 
part  conglomerate,  part  commodities 
trader.  But  that  wasn't  what  bothered 
him.  At  38,  van  Ekris  was  a  veteran 
commodities  trader  and  he  was  frankly 
put  ofl  by  the  slower  corporate  pace.  Ah 
well.  As  a  partner  in  Halli  International, 
the  British  trading  company  and  Kaj  s 
parent,  at  least  he  was  his  own  boss. 

Not  for  long.  In  1973  Balli  was  merged 
into  Bowater  Corp.  Ltd.,  the  big  English 
paper  company  .  When  Kay  Corp.  lost  88 
cents  a  share  in  1974  on  $280  million  in 
revenues,  Bowater's  accountants  wanted 
Kay  broken  up  and,  what's  more,  they 
wanted  van  Ekris  fired. 

Embattled  van  Ekris  complained  that 
Bowater's  accountants  just  didn't  under- 
stand the  commodities  business.  With 
100,000  of  his  own  Kay  shares  at  stake, 
plus  the  investments  of  valued  friends, 
he  fought  hard  and  hung  on.  "It  was 
traumatic,  says  the  amiable,  dapper  ex- 
ecutive. "Like  I'd  been  hit  bv  a  truck.  I 


thought  I  had  seen  crises  as  a  commod- 
ities dealer.  But  that  was  nothing  com- 
pared with  this  corporate  struggle." 

A  surge  in  coffee  prices  helped  return 
Kay  to  the  black  by  the  end  of  1975, 
whereupon  van  Ekris  began  selling  off 
Kay  subsidiaries,  using  the  cash  to  buy 
out  Bowater's  holdings.  By  last  June 
Bowater  held  just  42%  of  Kay's  outstand- 
ing shares,  down  from  72%  in  1975.  Cost 
to  Kay  Corp.:  $10.5  million. 

No  longer  put  off  by  the  pace,  happy 
Tony  van  Ekris  lights  up  a  cigar  and  talks 
about  the  future  of  streamlined  Kay. 
"I've  always  liked  the  stability  of  the 
jewelry  business,"  he  says.  "We  already 
have  the  country's  third-largest  jewelry 
chain  and  the  highest  sales  per  square 
foot  in  the  business.  '  Van  Ekris  expects 
the  jewelry  chain  ($2.9  million  pretax  on 
$58-million  revenues  last  year)  to  add  25 
to  30  new  units  per  year  through  1981. 

But  what  about  that  volatile  commod- 
ities business?  In  1976,  the  second 
straight  year  of  high  coffee  prices,  it 
posted  pretax  earnings  of  $5.7  million  on 
revenues  of  $315  million.  But  coffee 
prices  took  a  big  dip  recently  and  Kay's 
third-quarter  results  will  show  it.  "That's 
the  way  it  is  in  the  commodities  busi- 


Survivor:  Commodities  trader 
Tony  van  Ekris  fought  hard  for 
control  of  Kay  Corp. — and  won. 


ness,"  says  van  Ekris.  "Even  so,  in  ten! 
years  our  commodities  operation  [largely 
back-to-back  buying  and  selling  of  cof-J 
fee,  tea  and  fibers  for  big  U.S.  manufac- 
turers] has  lost  money  just  once. 

Whatever  the  risks,  van  Ekris  will  take 
them.  As  long  as  he  is  his  own  boss.  ■ 


Lively  Old  Fox 


"I  believe  that  there  ought  to  be  room 
for  the  common  man  to  be  a  success 
without  having  to  be  a  genius,"  says  Paul 
Jones,  76-year-old  chairman  of  the  Cum- 
mins American  Corp.  "I  believe  in  the 
preservation  of  small  businesses — it's  the 
future,  the  backbone  of  America.  " 

Cummins  American  is  a  Chicago-area 
private  holding  company  that  owns  the 
Glenview  (111.)  State  Bank  and  Cum- 
mins-Allison Corp.,  maker  of  business 
machines.  Glenview's  assets  last  year 
were  $188  million;  Cummins-Allison's 
sales  reached  $16.6  million. 

Jones  is  a  small  businessman,  but  if 
he's  not  careful,  he  won't  be  for  long.  In 
1972  the  bank's  assets  were  below  $100 
million,  Cummins-Allison  s  sales  under 
$10  million.  What  happened? 

Cummins-Allison  used  to  be  the  Cum- 
mins Perforating  Machine  Co.  When 
Jones  bought  it  in  1942  it  was  making 
machines  that  canceled  checks  by  perfo- 
rating them  with  the  date. 

"I  was  in  the  automobile  finance  busi- 
ness," he  recalls,  "and  there  was  nothing 
to  finance  because  of  the  war.  So  we 
bought  the  company,  which  was  losing 
about  $12,000  a  month  at  the  time.  Be- 
fore long,  we  were  losing  $25,000." 

Business  eventually  turned  around, 
and  in  1972  the  company  developed  a 


Believer:  Paul  Jones  believes  in  al 
small  businesses  including  his  own, 
which  is  growing  rapidly. 


computer-based  system  for  sorting,  pho- 
tographing, recording  and  canceling) 
checks  all  in  one  run.  What  makes  the 
machine  different  from  others  on  the 
market  is  that  most  errors  can  be  correct- 
ed on  the  computer  by  a  clerk  during  the 
run,  instead  of  separately  later. 

"We  have  some  cash  flow  problemsi 
right  now,"  says  Jones,  "hut  that  s  be- 
cause you  lease  these  machines  now,  youi 
don't  buy  them,  so  we  can  t  put  all  thatl 
revenue  on  our  books  right  away.  Five 
years  from  now  it'll  be  different.' 

The  growth  of  the  Glenview  bank  is| 
largely  attributable,  he  says,  to  the  mar- 
keting approach  they've  taken — more 
common  sense  than  genius.  "When  we 
first  bought  the  bank,"  he  says,  "they 
were  closed  on  Wednesdays  and  open,  I 
think,  one  night  a  week.  Now  we're  open 
six  days  and  we  start  our  drive-up  win- 
dow's at  7  a.m.  They  don't  close  down 
until  seven  at  night.  We're  trying  to  take 
care  of  the  customers.  That  way,  they'll 
remember  us  and  take  care  of  us.  " 

Tall,  trim  and  lively  ,  Jones  is  a  one- 
man  argument  against  mandatory  retire- 
ment. One  fellow  director  quipped:  "M  e 
felt  we  ought  to  apologize  the  other  day 
when  we  had  a  meeting  during  his  usual 
riding  time." 

Biding  time?  Yes,  at  76,  Paul  Jones  is 
an  equestrian  and  even  enjoys  a  good  foxl 
hunt  now  and  then.  ■ 
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/lidland-Ross 
icreases  net  income 
or  fifth  consecutive  year. 


e  charts  tell  the  Midland-Ross 
jwth  story.  Net  income  from  con- 
uing  operations  is  up  for  the  fifth 
nsecutive  year.  Shareholder 
'idends  are  up.  Net  income  as  a 
rcent  of  shareholder  equity,  up. 
t  sales  up  for  the  fifth  consecutive 
ar.  Our  management  pnilosophy  is 
irking  —  develop  leadership  posi- 
ns  and  build  on  them. 

>  true  in  each  of  Midland-Ross's 


four  basic  businesses.  We've  become 
one  of  the  nation's  largest  suppliers 
of  steel  castings  and  we're  expand- 
ing facilities.  The  addition  of  Stein- 
Surface  in  Europe  made  our  capital 
goods  group  the  world  leader  in  high 
temperature  industrial  furnaces  and 
heat  treating  equipment.  We're  using 
our  heat  technology  to  grow  in  new, 
non-traditional  Midland-Ross  capital 
goods  markets.  Our  electrical  products 


and  mechanical  controls  groups  have 
made  strong  gains  in  market 
penetration. 

So,  we're  on  the  move  and  indicators 
point  to  another  strong  performance 
in  1977.  We've  become  an  exciting, 
profitable,  growth  company.  We 
intend  to  stay  that  way.  If  you'd  like 
to  know  more  about  us,  write: 
Midland-Ross  Corporation,  55  Public 
Square,  Cleveland,  Ohio  44113. 


KD0E0/MBROSS 


Faces  Behind  The  Figures 


Batten  The  Hatches 

Malcom  McLean  of  U.S.  Lines?  It's  a 
little  like  Henry  Ford  of  General  Mo- 
tors. Back  in  the  early  Fifties,  when 
Malcom  McLean  first  got  into  the  ship- 
ping business,  the  cream  of  the  U.S. 
merchant  marine  was  U.S.  Lines,  with 
its  proud  passenger  liners  like  United 
States  and  America.  None  of  that  dress- 
white  glamour  attached  to  McLean.  He 
was  simply  a  little  down-South  trucker 
who  was  just  about  the  first  to  under- 
stand the  amazing  synergy'  of  interstate 
highways  and  ships  built  for  containers 
Sea-Land,  the  shipping  company  he 
founded,  grew  as  U.S.  Lines  shrank.  By 
1969  McLean  could  peddle  Sea-Land  to 
R.J.  Reynolds  Industries,  Inc.  for  a  cool 
half-billion  dollars  in  stock  and  a  seat  on 
the  board,  and  then  talk  RJR  into  offer- 
ing a  modest  $65  million  for  U.S.  Lines. 

No  deal.  The  Justice  Department 
fought  the  sale,  and  last  year  U.S.  Lines 
was  back  in  the  hands  of  Walter  Kidde. 
Kidde  has  been  trying  to  sell  U.S.  Lines 
to  another  buyer. 

It  looks  like  Kidde  finally  succeeded. 


The  purchaser?  McLean  himself.  It 
seems  that  the  graying,  but  canny,  Scot, 
63.  quietly  emit  RJR  s  board  last  Febru- 
ary, sold  $42  million  worth  of  his  RJR 
stock,  and  beat  out  several  would-be 
owners  for  the  prize.  Price:  over  $116 
million.  The  closing  (if  the  government 
approves)  is  set  for  January — so  Kidde  s 
profits,  not  McLean  s,  will  suffer  from 
the  current  longshoremen's  strike 
against  containership  owners. 

What  exactly  does  McLean  see  in  U.S. 
Lines?  Certainly  it  isn't  a  set  of  dress- 
whites:  The  passenger  business  is  now  a 
long-ago  memory  .  The  once-proud  Unit- 
ed States  hasn't  carried  a  passenger  since 
1969  and  is  laid  up  in  Norfolk,  Va.  In- 
stead, U.S.  Lines  has  cargo  possibilities, 
new  ships,  good  routes  and  plenty  of 
room  for  innovation. 

In  building  Sea-Land  from  a  six-ship 
baby  to  a  $250-million-revenues  fleet 
when  he  sold  out  in  1969,  McLean  took 
plenty  of  business  away  from  U.S.  Lines. 
Other  shippers  remember  his  deep  satis- 
faction each  time  McLean  introduced  a 
striking  innovation  that  knocked  the 
competition.  Rest  doesn't  come  naturally 


Back  To  Sea:  Unwilling  to  run  his  old 

shipping  firm  from  the  boardroom, 
Malcom  McLean  bought  a  new  one. 


to  this  kind  of  a  man,  presumably.  Whatl 
could  be  more  natural  than  to  try  to 
make  a  third  great  business  success? 
Sounds  good  doesn't  it?  Malcom 
McLean  of  U.S.  Lines0  ■ 


Brown  Of  Brown-Forman:  If  the  nepots 
are  all  right  and  their  outside  credentials 
are  strong,  maybe  nepotism  works. 


Spend,  Then  Earn 

Seagram  Co.,  the  $2-billion  liquor  gi- 
ant, has  just  announced  it  is  going  to 
launch  a  blockbuster  ad  campaign, 
boosting  its  annual  spending  on  advertis- 
ing, from  an  already  hefty  $66  million, 
by  $20  million — a  30%  jump.  What  does 
that  do  to  smaller  competitors,  like 
Brown-Forman,  whose  sales  of  slightly 
less  than  $400  million  give  it  around  5% 
of  the  market,  vs.  Seagram's  19%. 

"They  don't  scare  me  a  bit,  says  W.L. 
Lyons  Brown  Jr.— better  known  as 
Lee — 41,  the  fourth  generation  of  his 
family  to  head  Louisville  s  Brown-For- 
man. (The  Brown  family  owns  two-thirds 
of  Brown-Forman  s  4  million  class  A  vot- 
ing shares.)  Lee  Brown  indicates  that 
Seagram  is  in  effect  copying  Brown-For- 
man's  own  long-standing  formula.  With 
heavy  advertising  and  promotion, 
Brown-Forman  creates  a  premium  im- 
age for  its  products,  then  charges  a  pre- 
mium price  for  them,  thus  both  recap- 
turing the  extra  advertising  costs  and 
making  higher  profits  as  well.  For  exam- 
ple, you  can  buy  bourbon  whiskeys  for 
around  $6.50  a  bottle  in  New  York,  but 
Brown-Forman  s  Jack  Daniel's  can  set 
you  back  $8.10.  Does  it  cost  over  $1 
extra  to  make  Jack  Daniel  s?  That  s  a 
foolish  question. 

Last  year  Brown-Forman  spent  7%  of 
its  gross  on  advertising.  Even  with  the 
big  increase,  Seagram's  will  be  spending 


only  a  shade  over  4%.  For  Brown-For- 
man it  has  been  money  well  spent.  Inj 
this  year's  first  quarter  (ended  July  31), 
Brown-Forman  s  profits  spurted  ahead 
41%;  part  of  the  big  gain  was  due  to 
advance  ordering  against  a  possible  dock 
strike,  but  not  all  of  it.  Brown-Forman 
last  year  earned  15.4%  on  stockholders' 
equity,  high  for  the  liquor  business. 

Brown-Forman  is  a  kind  of  living  dem- 
onstration of  the  fact  that  nepotism  can 
be  beneficial,  provided  the  nepots  are 
capable  people.  Lee  Brown,  whose  fa- 
ther headed  the  company  after  World 
War  II,  is  assisted  in  management  by 
two  younger  brothers  and  two  cousins. 
Lee  Brown  himself  joined  the  company 
after  graduating  from  the  University  of 
Virginia  and  the  American  Graduate 
School  of  International  Management, 
and  trained  in  marketing  at  the  com- 
pany. He  played  a  major  role  in  putting 
Brown-Forman  into  Italian  wines  (Bolla 
and  Cella).  Within  the  company  Lee 
Brown  has  a  reputation  of  being  all  busi- 
ness; he  is  a  studious  man  with  a  passion 
for  financial  controls. 

As  he  tells  it,  Brown-Forman  s  biggest 
problem  right  now  is  what  to  do  with  its 
excess  cash — almost  $50  million.  Should 
the  company  make  an  acquisition  outside 
the  liquor  business?  Lee  Brown  hasn't 
quite  made  up  his  mind.  As  a  financial 
man  he  is  bothered  by  all  that  relatively 
idle  cash.  As  a  Brown  he  believes  fer- 
vently in  doing  what  he  knows  best.  ■ 
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An  Economic  Glossary 
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TRADE  BALANCE  1 


If  business  worldwide  is  your  target, 
special  opportunities  like  this 
happen  only  four  times  a  year. 


Advertise  in  the  Newsweek  International - 
»VEFA  Forecast  Issues. 

t's  a  survey  of  global  economic  trends  that  appears  quarterly 
is  a  special  section  in  the  center-spread  position  of 
«Jewsweek's  International  Edition. 

'repared  in  collaboration  with  the  University  of 
Jennsylvania's  Wharton  Econometric  Forecasting 
Associates  (WEFA),  the  series  began  in  December  1975. 

lesponse  was  immediate,  enthusiastic  and  widespread. 

Since  then,  the  surveys  have  sparked  still  further  interest 
ind  comment  and  have  been  quoted  extensively  in 
tewspapers  and  magazines  around  the  world. 

Po  advertisers  these  forecast  sections  represent  a  unique 
editorial  environment  for  messages  directed  toward  an 
nfluential  and  business-minded  audience.  Your  message,  in 


fact,  will  appear  as  part  of  the  WEFA  report  on  heavy  insert 
stock  . . .  within  the  report's  editorial  package. 

Only  a  limited  number  of  positions  are  available  in  the 
Atlantic  and  Pacific  WEFA  sections.  And  at  our  usual 
advertising  rates. 

So  act  now!  Don't  miss  out  on  an  opportunity  to  position  your 
advertising  message  in  a  dynamic  editorial  climate  reaching 
a  circulation  of  420,000  in  the  Atlantic  and  Pacific  areas  . . . 
a  forecast  section  that  is  prime  reading  for  business  and 
government  officials  around  the  globe. 

WEFA  Forecast  Issues  appear  four  times  a  year.  For  further 
information,  write  or  call  Frank  Tortorello,  U.  S.  Advertising 
Director,  Newsweek  International,  444  Madison  Avenue, 
New  York,  NY  10022.  Phone  (212)  350-2556.  Or  contact  your 
nearest  Newsweek  sales  representative.  Let  the  Newsweek 
International-WEFA  Forecast  deliver  your  message  where  it 
counts:  to  today's  business  community  worldwide. 


Newsweek  International 
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"Anyone  who  thinks  the  car 

business  isn't  changing  hasn't 
looked  out  the  window  lately" 


GILBERT  F.  RICHARDS,  Chairman  of  the  Board 
and. Chief  Executive  Officer,  The  Budd  Company 

Just  look  around  and  you'll  see  that 
America's  driving  habits  are  undergoing  a 
revolutionary  change.  For  some  it's  a 
recreational  vehicle  that  answers  their  life 
style.  For  others  it's  a  smaller  car  for 
^  improved  gas  mileage.  But  no  matter 
which  way  things  go  in  the  future,  Budd 
will  be  there  to  help  automotive  companies 
answer  the  challenge. 
That's  what  got  The  Budd  Company 
^tlv     going  back  in  191 2  ...  and  what  keeps  it 
going  in  1977.  Back  then  we  were  working 


to  have  the  industry  accept  steel  instead 
of  wood  for  car  bodies.  Now  the  challenc 
is  finding  the  best  material  available. 

Besides  helping  the  industry  meet  nev 
weight  and  strength  requirements  for  the 
cars,  vans  and  trucks  of  today,  we  are  at 
work  on  high-quality  components  for- 
vehicles  of  the  future.  One  of  our  great 
strengths  is  adjusting  quickly  to  the  neec 
of  the  automotive  manufacturers.  Our 
experience  in  engineering,  design  and 
testing  is  used  extensively  in  all  phases  c 
manufacturing.  From  blueprint  to  finishec 
product. 

If  you'd  like  to  know  more  about  a 
company  that  knows  where  it's  going,  anc 
how  to  get  there,  write  The  Budd  Comparv 
31 55  West  Big  Beaver  Road,  Troy, 
Michigan  48084. 


THE  MEN 

BEHIND  THE 
WHEELS 
FROM  BUDD. 


Forbes 


Money  And  Investments 


The  Economy 


Back-Door  Budget  Busting 


LlosT  attention  has  been  focused  in  recent  months  on  the 
plight  of  the  former  budget  director.  But  the  budget  itself  is  in 
erious  trouble,  and  the  consequences  could  be  terribly  seri- 
ius.  For  one  thing,  the  President's  goal  of  a  balanced  budget 
>y  1980  looks  less  and  less  likely  of  achievement.  And,  of  more 
mmediate  concern,  there  is  danger  that  federal  spending  may 
;row  to  the  point  where  it  threatens  the  current,  slow  but 
lealthy,  economic  expansion. 

Every  dollar  that  the  budget  is  in  deficit  is  a  dollar  that  goes 
o  stimulate  the  economy — and  big  deficits  are  looming.  In 
iscal  1975,  1976  and  1977  the  federal  deficits  totaled  a  stagger- 
ng  $1.54  billion;  for  the  next  three  years  we  are  facing  deficits 
if  almost  equal  magnitude.  The  inflationary  implications  are 
rightening. 

What  has  happend  to  all  the  lip  service  that  the  politicians 
vere  only  recently  paying  to  economic  and  fiscal  sanity?  It's 
till  there,  but  what  is  alarming  is  that  Congress  has  caught  on 
o  a  way  to  spend  without  seeming  to  do  so.  While  formally 
ibserving  their  own  Budget  Control  Act  of  1974,  congressmen 
lave  learned  that  they  can  get  around  the  spending  ceilings — 
nitiated  by  the  Senate  and  House  budget  committees  and 
ipproved  by  both  houses — by  writing  legislation  involving 
ederally  guaranteed  loans. 

Using  the  argument  that  a  guarantee  costs  the  federal  gov- 
'rnment  nothing,  they  have  come  up  with  programs  for  such 
liverse  purposes  as  geothermal  research,  electric  auto  re- 
earch,  offshore  exploratory  drilling  and  coastal  zone  energy 
levelopment.  Also  in  this  category  are  Farmers  Home  Admin- 
stration  loans  and  Small  Business  Administration  loans. 

These  off-budget  programs  have  run  between  $8  billion  and 


$17  billion  a  year  recently.  But  unless  this  guaranteed-loan 
gimmick  is  checked,  it  could  grow  quickly  to  much  greater  size 
and  have  a  destabilizing  influence  on  the  economy.  Even 
though  it  is  argued  that  the  guarantee  costs  the  federal  govern- 
ment nothing,  the  facts  are  that  these  guaranteed  loans  are  sold 
to  the  Federal  Financing  Bank,  an  arm  of  the  U.S.  Treasury, 
which  gets  its  money  from  U.S.  Treasury  borrowing.  Thus,  the 
U.S.  government  supplies  the  funds  just  about  from  the  start. 
You  hope  for  repayment.  If  the  borrower  defaults,  you  know 
who  picks  up  the  tab. 

This  development  dismays  Congressman  Bobert  N.  Giaimo 
(D — Conn.)  and  Senators  Edmund  S.  Muskie  (D — Me.)  and 
Henry  Bellmon  (B — Okla  ),  who  have  worked  so  hard  as 
ranking  members  of  the  budget  committees  to  enforce  the 
spending  limits  approved  annually  by  Congress. 

Current  projections  call  for  the  federal  budget  to  be  in  the 
red  in  fiscal  1978  by  $61.5  billion,  although  some  well-regard- 
ed private  estimates  sense  that  this  year's  deficit  will  be  closer 
to  $45  billion.  Either  one  would  be  stimulative.  And  with 
economic  activity  growing  at  a  rate  of  4.8%  (the  estimate  used 
by  the  congressional  committees),  there  is  little  need  for  new 
additional  push — no  matter  how  loudly  liberal  economists  may 
scream  for  more  fiscal  stimulation. 

Another  source  of  concern  covers  the  revenue  side  of  the 
budget,  with  some  analysts  fearful  that  the  President's  request 
for  tax  reform  may  end  up  as  nothing  more  than  tax  reduction 
(see  p.  31). 

Little  wonder  that  businessmen  are  moving  slowly  to  expand 
plant.  An  overheated  boom  brought  on  by  large  budget  deficits 
would  surely  be  followed  by  an  economic  bust.  ■ 
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1972  1973 


—  145 

—  140 

—  135 

—  130 
— 125 

—  120 

—  115 
-110 

—  105 

—  100 


1974 


1975 


1976 


1977 


Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

How  much  are  people  spending?  (Bureau  of 

Census  retail  store  sales) 

To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

1  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  oft?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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What  Hath  Burns  Wrought! 

By  Ben  Weberman 

".  .  .  The  major  force  in  the  market  next  year  will  be  th« 
moderate  growth  of  gross  national  product  .  .  ." 


I 


t  is  comforting  to  believe  that  the  peo- 
ple in  charge  of  our  lives  know  precisely 
what  they  are  doing.  That  somebody  is  in 
charge  up  there.  The  fact  is,  however, 
that  even  the  loftiest  of  our  sages  and 
leaders  sometimes  get  as  confused  as  the 
rest  of  us. 

Do  you  know  for  certain  how  the  econ- 
omy is  going?  What  is  happening  with 
inflation?  Or  why  the  money  supply  has 
expanded  so  much  recently?  Of  course 
you  don't.  You  may  or  may  not  be  sur- 
prised to  know  that  Arthur  Burns  and  his 
fellow  Federal  Reservers  are  not  sure 
either. 

My  sources  for  this  amusing  but  some- 
what alarming  piece  of  information  are 
three  documents  recently  made  public 
by  the  Federal  Reserve  Board. 

One  such  document  was  the  summary 
description  of  the  Aug.  16  meeting  of  the 
Federal  Open  Market  Committee — a  12- 
member  group  that  determines  how 
much  credit  the  banking  system  should 
have  and  at  what  level  short-term  inter- 
est rates  should  be.  It  turns  out  that 
these  men — seven  governors  of  the  Fed- 
eral Reserve  Board  and  five  presidents  of 
Federal  Reserve  banks — could  not  agree 
on  the  economic  outlook.  Several 
thought  that  growth  would  be  slower  in 
the  second  half  of  this  year  than  had 
been  expected  by  the  central  bank's 
economists,  and  that  it  would  be  faster  in 
the  first  half  of  1978.  Others  on  the 
FOMC  indicated  that,  while  they  ex- 
pected more  strength  in  the  economy  in 
the  second  half  of  1977  than  did  their 
colleagues,  they  were  not  persuaded  that 
the  rate  of  growth  would  rise  after  the 
turn  of  the  year. 

And  these,  mind  you,  are  the  people 
who  decide  whether  money  supply  is 
growing  too  rapidly,  whether  Federal 
funds  should  trade  at  4%%,  5V*%,  6V*% 
or  any  other  level. 

Mr.  Weberman  is  ec  onomics  editor  of  FORBES 
magazine. 


The  Fed  says  they  don't  agree  too  well 
in  forecasting  money  supply  either. 

Last  July  when  the  policy  body  met, 
they  weighed  all  of  the  statistical  prece- 
dents, plugged  numbers  into  mathemat- 
ical models,  and  determined  that  a  5%% 
Federal  funds  rate  would  bring  growth  of 
M-l  in  the  3  V2%-to-7  Vi%  range.  By  the 
end  of  July  it  was  apparent  that  money 
expanded  at  an  annual  rate  of  18% — way 
beyond  any  expectation.  Back  to  the 
drawing  board  they  went  and  threw  out 
all  the  early  calculations  and  decided  on 
Aug.  5  that  it  was  necessary  to  tighten 
credit  screws  further,  raising  the  short- 
term  cost  of  money  to  6%. 

Treading  Lightly 

Is  that  precise  targeting?  Or  shotgun 
shenanigans? 

Going  over  these  same  grounds,  Fed- 
eral Reserve  Governor  J.  Charles  Partee 
recently  told  the  House  Subcommittee 
on  Domestic  Monetary  Policy  that  "pru- 
dence in  our  actions  is  dictated  also  by 
the  fact  that  the  relationship  between 
the  various  measures  of  monetary 
growth  and  the  performance  of  the  econ- 
omy is  loose  and  unreliable,  since  it  is 
subject  to  rather  abrupt  shifts  as  the 
result  of  changing  financial  practices  and 
economic  conditions."  A  roundabout 
way  of  saying:  We  have  to  take  it  easy 
because  we  are  not  sure  what's  really 
going  on. 

Partee  went  on  to  tell  the  congress- 
men that  he  and  his  colleagues  were 
perplexed  by  the  monetary  figures.  Most 
of  the  big  bulges  in  the  money  supply 
took  place  in  two  relatively  brief  periods. 
Why?  Nobody  really  knows.  The  behav- 
ior of  the  economy  gives  no  clues  as  to 
why  money  should  have  expanded  so 
rapidly  at  those  times.  Is  there  some- 
thing wrong  with  the  measuring  system? 

And  to  clinch  the  situation,  Fed  Chair- 
man Arthur  Burns  confessed  in  a  letter 
to  Representative  Henry  Reuss  (D — 
Wis.)  that  he,  too,  was  puzzled  and  con- 
cerned about  the  erratic  fluctuations  in 
the  money  supply. 

Nevertheless,  the  Fed,  while  admit- 
ting its  puzzlement,  has  moved  fairly 


vigorously  to  make  credit  more  expen 
sive  by  lifting  the  trading  range  in  Fe< 
funds  from  4%%  to  6'/2%  in  a  fe>) 
months.  Fortunately,  in  Burns'  words 
this  big  increase  in  short-term  monei 
rates  hasn't  yet  increased  interest  rate! 
on  the  long-term  funds  that  are  so  impor 
tant  to  the  economy. 

Actually,  what  is  happening  is  this 
The  Fed  is  reacting  to  increases  in  thil 
money  supply  by  raising  short-term  injl 
terest  rates  but  it  is  being  careful  t<| 
avoid  raising  long-term  rates.  Note  tha|| 
long-term  Treasuries  currently  yielfl 
7.6%,  which  is  the  same  as  it  was  in  April 
when  short-term  rates  started  rising. 

These  confusing  signals  notwithstandl| 
ing,  I  am  convinced  that  the  major  forci] 
in  the  market  next  year  will  be  the  mod 
erate  growth  of  gross  national  produci 
and  the  even  more  moderate  expansiofl 
in  demand  for  short-  and  long-term  credl 
it.  With  a  substantial  cash  flow  that  i: 
more  than  ample  to  take  care  of  private 
and  public  credit  needs,  and  with  infla 
tion  moderating,  short-term  interesi 
rates  could  recede  from  current  levels 
Even  if  they  don't,  the  Fed  is  going  to  be 
cautious  about  moves  that  may  raise 
long-term  yields. 

The  consequence  is  that  money  marj 
ket  rates  of  return  should  be  topping  out 
in  the  next  month  or  two  and  capita 
market  rates  should  be  declining. 

I  would  place  investment  funds  in  se- 
curities with  a  maturity  that  is  as  long  as 
possible  and  yet  is  consistent  with  yout 
portfolio  requirements.  There  is  little 
yield  incentive  to  extending — a  one-yeat 
bill  carries  a  return  of  6.6%  while  a  30-1 
year  bond  carries  a  yield  of  7.6% — but 
there  is  still  merit  to  going  out  long.  My 
reasoning  is  this:  If  you  buy  one-year 
bills,  they  may  well  mature  when  rales 
are  much  lower  and  you  will  have  to 
reinvest  at  significantly  less  yield.  1 
would  stay  with  the  longest  maturities 
and  pin  down  what  are  still  historically 
generous  rates.  In  other  words — don't 
be  confused  by  the  Fed  s  confusion.  ■ 

Lucien  Hoopers  column  will  resume  in  the 
near  future . 
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Introducing 

The  "Second-Generation" 
Municipal  Bond  Fund 


Introducing  Warwick  Municipal  Bond  Fund.  The 
one  tax-free*  income  fund  that  gives  you  ALL  the 
advantages  of  "first-generation"  funds,  PLUS: 

Three  Portfolios  to  choose  from 

For  our  highest  tax-free  yield,  there's  a 
Long-Term  Portfolio.  Average  maturity:  over 
25  years. 

The  Intermediate-  Term  Portfolio  provides 
more  conservative  yield  expectations,  but  it 
provides  greater  price  stability.  Average  maturity: 
7  to  12  years. 

And  for  the  most  stability  for  your  investment 
(with  correspondingly  lower  yield),  there's  the 
Short-Term  Portfolio.  Average  maturity:  less  than 
4  years.  Corporate  treasurers  and  other  large  and 
conservative  investors  may  be  particularly 
interested  in  this  Short-Term  Portfolio. 

The  three  Portfolios  provide  you  with  unique 
flexibility.  For  you  can  pick 
the  Portfolio  most  closely 
suited  to  your  investment 
objectives.  Or  you  can 
divide  your  investment 
among  all  three  Portfolios 
in  any  fashion  you  choose. 
What's  more,  you  can 
switch  among  Portfolios  at 
any  time,  without  charge. 
A  unique,  "second-genera- 
tion" concept. 

As  a  result,  you  can 
obtain  tax-free  income  in 
the  way  that  best  suits  your 
needs— now,  and  in  the 
future. 


Income  may  be  subject  to  some  state  and  local  income  taxes. 


i 
1 

I 
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Warwick  Municipal  Bond  Fund 

P.O.  Box  1100 
Drummer's  Lane 
Valley  Forge,  Pennsylvania  19482 
/  would  like  more  complete  information,  including 
advisory  fees,  distribution  charges  and  other 
expenses.  Please  send  me  a  prospectus,  so  that  I 
may  read  it  carefully  before  I  invest  or  send  money. 


Low  fund  costs 

The  Fund's  investment  advisory  fee  is  just 
15  / 100  of  1%  of  total  net  assets;  distribution  costs 
just  5/100  of  1%.  Low  expenses  can  have  a 
significant  effect  on  yield.  And  so,  we  invite  you  to 
compare  our  costs  with  those  of  any  other  municipal 
bond  fund. 

Experienced  investment  adviser 

Warwick  Municipal  Bond  Fund  is  the  first 
tax-free  fund  to  have  a  major  bank  as  investment 
adviser.  Our  adviser  is  Citibank,  N.A.— the 
oldest  trust  company  in  the  nation. 
A  member  of  The  Vanguard  Group 

Warwick  Municipal  Bond  Fund  is  one  of 
fifteen  funds  which  make  up  The  Vanguard 
Group  of  Investment  Companies.  Our 
largest  fund  is  now  approaching  its  50th  anniver- 
sary, and  we  have  approximately  2  billion  dollars 
of  assets  under  management. 

There  is  no  sales  commis- 
sion when  you  invest... 
and  no  redemption  fee. 
We  offer  free  telephone 
redemption  and  check- 
writing  privileges.  Com- 
plete liquidity.  Monthly 
tax-free  income  checks  or 
tax-free  income  com- 
pounding. And  more.  Mail 
coupon  now  for  a  prospectus 
and  application  form. 


STATE  ZIP 
2-FORN-J-G11 


Or  call  our  toll-free 
number:  (800)  523-7910. 
In  Pennsylvania,  call 
collect:  (215)  293-1100. 


Warwick  Municipal  Bond  Fund 


A  member  of 


THtVan«?uardGROUP 

*J  OF  INVESTMENT  COMPANIES 
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Waiting  For  The  Bottom 

By  Heinz  H.  Biel 

"...  I  would  be  the  first  one  to  agree  with  those  who 
are  optimistic  on  the  stock  market  outlook  . . ." 


/  Is  readers  may  have  rioted,  for  some 
time  I  have  been  more  than  a  little  reluc- 
tant to  make  specific  buy  recommenda- 
tions in  this  column.  Every  so  often  we 
run  into  a  period  like  the  present,  when 
it  seems  wiser  to  stand  aside  for  awhile 
rather  than  to  stick  your  neck  out. 

It  is  gratifying  for  an  investment  ad- 
viser to  be  able  to  claim  that  his  ac- 
counts are  outperforming  the  S&P  500 
or  any  other  stock  average,  but,  in  a 
down  market  such  as  we  have  had  this 
year,  this  may  only  mean  that  the  in- 
vestor has  lost  less  than  he  would  have 
had  he  owned  the  average.  This  is  not 
exactly  my  definition  of  happiness,  and 
while  it  pleases  my  ego  when  my  stocks 
outperform  the  others,  I  would  prefer 
to  see  them  do  so  going  up  more  rather 
than  declining  less. 

Even  in  a  bear  market — and  by  now 
this  ugly  phrase  may  as  well  be  applied 
to  our  1977  experience — there  are  ex- 
ceptions to  the  trend.  There  is  always  a 
handful  of  stocks  that  finds  its  way  into 
the  daily  listing  of  new  highs.  But  I  don't 
think  the  analyst  is  the  right  person  to 
pick  such  jackpot  winners  as  Babcock  & 
Wilcox,  Chemetron  or  Miles.  At  their 
recent  highs,  they  were  so  far  out  of  line 
with  other  stocks  of  comparable  merit 
that  they  had  lost  any  rational  relation- 
ship with  the  general  market.  Only  a 
fairy  godmother  would  pay  over  $60  a 
share  for  Babcock  &  Wilcox. 

Gold  stocks,  like  the  price  of  gold  itself, 
tend  to  go  up  when  the  market  goes  down 
because  fearful  investors  hope  to  find  a 
safe  haven  in  the  yellow  metal  or  the 
companies  that  mine  it.  The  trouble  with 
this  group  is  that  there  are  only  a  few 
sizable  gold  mining  stocks  outside  South 
Africa,  and  these  are  not  cheap.  As  far  as 
the  South  African  gold  shares  are  con- 
cerned, I  feel  unqualified  to  evaluate  the 
political  and  other  nonbusiness  risks  that 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


have  to  be  considered. 

I  would  be  the  first  one  to  agree  with 
those  who  are  optimistic  on  the  stock 
market  outlook;  that  almost  all  stocks  are 
at  least  fairly  priced.  A  great  many  of 
them  are  downright  cheap.  I  am  not  only 
thinking  of  the  hapless  steels — with 
Bethlehem  selling  at  the  lowest  price 
since  1954  and  at  30%  of  its  book  value — 
or  the  nonferrous  metals,  or  the  chemi- 
cals and  the  forest  products  stocks,  all  of 
which  have  been  prominent  leaders  on 
the  down  side.  But  there  are  also  stocks 
like  Ford  (45),  selling  at  a  mere  3  M>  times 
estimated  1977  earnings  of  at  least  $13  a 
share.  It  is  very  probable  that  next  year 
won't  be  as  good,  but  can  this  stock  be 
called  overpriced,  even  if  profits  should 
fall  to  "only"  $8  next  year?  Could  that 
conceivably  imperil  the  $3.20  dividend 
rate  that  produces  a  yield  of  over  7%? 

However,  while  a  logical  appraisal  of  a 
stock  s  value  usually  works  out  quite  well 
in  the  long  run,  as  all  students  of  the  late 
Ben  Graham  have  been  taught,  it  is  of 
little  or  no  help  over  the  short  or  even 
intermediate  term.  Great  exaggerations, 
on  the  up  side  as  well  as  on  the  down 
side,  are  characteristic  of  Wall  Street. 
Extremes  cannot  be  rationalized,  and 
that,  of  course,  is  the  reason  why  no  one 
can  say  with  any  degree  of  certainty  at 
what  point  a  major  decline,  such  as  we 
have  been  experiencing  for  the  past  nine 
months,  is  likely  to  bottom  out.  We  ran 
into  this  kind  of  problem  three  years  ago 
when  stocks  finally  wound  up  at  prices 
that  were  utterly  irrational  and  statisti- 
cally absurd. 

I  doubt  that  the  market  is  at  that  point 
yet.  At  their  September  lows,  the  major 
averages  were  still  way  above  their  1974 
lows,  about  45%  for  the  DJI  and  50%  for 
the  S&P  industrials.  This  would  seem  to 
leave  ample  room  on  the  down  side, 
although  I  certainly  don't  wish  to  imply 
that  we  will  see  these  lows  again  in  the 
foreseeable  future. 

I  also  doubt  that  the  market  is  ready 
for  a  decisive  upturn.  A  rally?  Yes,  any 
time.  A  change  in  the  major  trend?  Not 
vet.  Investors'  sentiment  isn't  sufficient- 


ly depressed.  So  far  we  have  only  seer 
lack  of  buying.  I'd  like  to  see  how  t| 
market  behaves  should  there  be  sor 
real  selling. 

Where  To  Park  Your  Money 

Meanwhile,  what  do  we  do  with  til 
money  that  we  want  to  keep  on  til 
sidelines  for  the  time  being?  I  assurt| 
that  most  investors  already  have  thel 
full  quota  of  such  defensive  stocks 
electric  utilities  and  Telephone.  The! 
did  not  prove  to  be  so  very  defensive 
the  last  bear  market  when  Telephor 
broke  40,  but  that  was  due  largely  to  tB 
incredible  escalation  of  long-term  an 
short-term  interest  rates,  which  is  not' 
likely  prospect  at  this  time. 

There  is  nothing  better,  of  cours«| 
than  Treasury  bills.  They  are  the  uHl 
mate  in  safety  and  marketability.  Hov 
ever,  unless  you  buy  them  directly  at  tfc 
Fed's  weekly  auction,  a  fee  or  com  mi 
sion  will  be  charged.  This  lessens  the 
attractiveness  where  only  relativel 
small  amounts  are  involved. 

For  a  combination  of  great  safety  am 
high  liquidity,  consider  the  money  mai 
ket  funds  whose  day-to-day  yield  one 
again  has  risen  above  the  5Vi%  saving 
bank  rate  and  in  some  instances  is  ap 
proaching  6%.  Forty-five  such  funds  ar 
listed  in  the  Forbes  Annual  Mutua 
Fund  issue  of  Aug.  15,  but  many  of  then 
are  very  small.  The  two  largest  funds  an 
Dreyfus  Liquid  Assets  and  the  Fidelit 
Daily  Income  Trust. 

In  the  past  year,  we  have  also  seen  . 
proliferation  of  municipal  bond  funds 
which  are  a  suitable  parking  place  fo 
money  seeking  a  fair  income  exempi 
from  federal  income  taxes.  There  is  a  risl 
of  price  fluctuation,  however,  because 
most  of  these  funds  invest  in  long-term 
tax-exempts  whose  prices  can  change 
over  a  much  wider  range  than  short-tenr 
money  market  instruments.  The  largest 
in  this  category  are  the  Fidelity  Mutuai 
Bond  Fund  and  Dreyfus  Tax  Exemp^ 
Bond  Fund,  neither  of  which  imposes  a, 
charge  on  either  the  purchase  or  the 
liquidation  of  fund  shares.  ■ 
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{  Special  Invitation  from  VALUE  LINE 


rO  INVESTORS  WHO  USE 
XSCOUNT  BROKERS 

. .  and  make  their  own  investment  decisions 


growing  minority  of  investors 
3  turning  to  discount  brokers  to 
t  commission  costs.  Generally, 
s  is  appropriate  only  for  those 
10  make  their  own  decisions, 
tee.  most  discount  brokers  do 
1  provide  investment  research. 
>,  if  you're  doing  business  with  a 
scount,  broker,  you  need  the 
st  independent  research  you 
n  get.  (Your  commission  sav- 
}s  on  just  a  few  trades  may  pay 
'  a  full  year  of  such  assistance.) 
ire's  how  Value  Line  can  help: 


fer^T  -f-^F^  "fefer"  i 

Mm  pages  are  reducad  from  actual  8 '/>"  XII"  size.) 

3'd  like  to  send  you  Value  Line's 
est  full-page  Reports  on  each  of 
50  stocks  under  continual  re- 
>w.  These  come  to  you  ready  for 
itant  use,  fully  indexed  and 
>se-leaf  bound  in  the  Investors 
ierence  Service  (available  sep- 
ately  for  $45) .  .  .  and  will  be  sys- 
natically  updated  by  new  Re- 
rts  in  the  weeks  ahead.  Filing 
ces  less  than  a  minute  a  week, 
this  material  is  so  organized  in 
ur  binder  that  you  can  quickly 
•n  to  a  continually  updated  re- 
rt  on  almost  any  leading  stock. 

ese  comprehensive  Reports 
ver  almost  every  stock  that's 
ely  to  be  of  interest  to  you.  The 
50  stocks  covered  by  Value 
ie  account  for  approximately 
%  of  all  dollar  trading  volume  in 
a  U.S.  equity  markets.  With 
tlue  Line,  you're  really  "well 
med." 

typical  Value  Line  full-page  Re- 
»rt  on  a  stock  includes  22  series 
vital  financial  and  operating 
Uistics— going  back  15  years 
d  estimated  3  to  5  years  into 
a  future— plus  ratings  and  esti- 
ates  of  relative  Price  Perfor- 
ance  in  the  next  12  months, 
ig-term  percentage  Apprecia- 


tion Potential,  Safety,  current 
Yield  and  P/E  compared  to  past 
norms,  and  Value  Line's  analysis 
of  ongoing  corporate  develop- 
ments. About  125  Reports  are 
issued  every  week— 1650  every  1-3 
weeks— in  regular  sequence. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uni- 
form standards  of  evaluation  to  all 
1650  stocks,  you  can  quickly  and 
easily  identify  which  stocks  we 
currently  rate  relatively  best  and 
worst  for  your  particular  goals. 
We  especially  suggest  you  avoid 
the  400  stocks  currently  rated 
below  average  for  Timeliness 
(Performance)  in  the  year  ahead. 
In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1650  stocks  are  updated  EVERY 
WEEK  in  our  32-page  weekly  Sum 
mary  &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor 
—if  you  call  your  own  shots— you 
should  settle  for  nothing  less  than 
the  best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  12  months.  Plus  two  immedi- 
ate bonuses— the  two-volume  In- 


vestors Reference  Service  (de- 
scribed above)  and  our  penetrat- 
ing new  64-page  guidebook,  "In- 
vesting in  Common  Stocks,"  which 
explains  how  even  inexperienced 
investors  can  apply  thousands  of 
hours  of  professional  research  to 
their  own  portfolios  by  focusing 
on  only  two  unequivocal  ratings, 
one  for  Timeliness  (Performance 
in  next  12  months),  the  other  for 
Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  re- 
ceived within  30  days  for  a  full  re- 
fund of  your  subscription  fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer— and  if  no  mem- 
ber of  your  household  has  sub- 
scribed to  Value  Line  in  the  past 
two  years— you  may  take  an  intro- 
ductory 10-week  trial  for  only  $29. 
You  get  the  same  bonuses  and 
the  same  money-back  guarantee. 
This^  subscription  is  tax-deductible 
if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 
Please  give  us  your  instructions 
on  the  coupon  below  and  mail  it 
today. 
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SIGNATURE 


The  Value  Line  Investment  Survey  A5ffl^ I 

ARNOLD  BERNHARD  &  CO.,  INC.»5  EAST  44TH  STREET«NEW  YORK,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  two  bonuses 
listed  above.  Check  for  $29  is  enclosed. 
(Trial  subscriptions  must  be  accompanied 
by  payment.) 

SPECIAL  EXTRA  BONUS  This 
famous-make  pocket-size  ELEC- 
TRONIC CALCULATOR  (with  full 
memory)  given  to  you  when  you 
order  The  Value  Line  Investment 
Survey  for  one  year— and  send 

payment  now  C|JY  STATE 

□  1  year  for  $285.  My  payment  is  enclosed 

-send  me  the  CALCULATOR  as  my  extra  GUARANTEE:  If  dissatisfied  ft 
special  bonus.  (There  are  no  restrictions 
with  this  annual  subscription.) 
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NAME  (please  print) 


ADDRESS 


APT.  NO. 


son,  I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assignable 
□  Bill  me  for  $285.  (Does  not  Include  the  Foreign  rates  on  request.  (NY  residents  add  sales 
calculator.)  tax.)  616F15 
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A  Mexican  Joyride? 


By  Stanley  W.  Angrist 


I  rom  time  to  time  I  receive  letters 
from  readers  arguing  that  the  trades  I 
recommend  are  for  pussycats;  that  I  con- 
sistently offer  trades  of  low  or  minimal 
risk.  I  plead  guilty  as  charged  for  I  feel 
that  conserving  capital  has  to  he  the 
primary  goal  of  any  financial  adviser 
even  if  the  trading  vehicles  are  found  in 
the  commodity  markets. 

But  every  now  and  then  I  come  across 
a  trade  that  will  stir  the  juices  of  the  most 
adventuresome  speculator  and  yet  offer  a 
modest  amount  of  protection  in  case 
things  don  t  work  out  as  planned.  I  be- 
lieve that  a  long  position  in  the  Mexican 
peso  contract  traded  on  the  International 
Monetary  Market  of  the  Chicago  Mer- 
cantile Exchange  is  such  a  trade. 

A  Review  Of  Recent  History 

Before  outlining  my  risky  but  respect- 
able trade  in  the  peso,  let's  review  what 
happened  in  the  late  summer  of  1976. 
Up  until  Aug.  30,  1976  the  peso  had 
traded  in  the  range  of  7  to  8  cents  for  a 
number  of  years.  It  was  kept  at  that  level 
by  massive  intervention  of  the  Mexican 
government.  The  problem  of  maintain- 
ing the  value  of  the  peso  was  hampered 
by  an  inflation  rate  in  excess  of  20%,  a 
large  balance-of-trade  deficit,  coupled 
with  an  economy  that  was  not  industrial- 
izing fast  enough  to  keep  up  with  a  bur- 
geoning birthrate.  Mexicans  were 
buying  more  abroad  than  they  were  sell- 
ing. That  devaluation  would  occur  was 
inevitable,  the  only  question  was  when. 

When  the  Mexican  government  threw 
in  the  towel  on  Aug.  30,  1976,  the  peso 
sank  like  the  Titanic — by  the  second 
week  in  September  it  was  under  4.6 
cents.  Brokerage  houses  that  had  cus- 
tomers who  were  long  the  peso  on  D 
day,  began  trying  to  collect  their  due.  A 
number  of  court  proceedings  have  re- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  booh  on 
commodities. 
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suited  and  a  lot  of  unhappiness  has  come 
out  of  this  dreadful  business.  So  what  is 
it  that  I  want  to  recommend  to  you?  A 
long  position  in  the  peso.  Am  I  crazy? 
Only  time  will  tell. 

Keep  in  mind  that  the  trade  I  wish  to 
recommend  is  for  well-margined  ac- 
counts only.  Indeed,  the  brokerage 
houses  won't  have  it  any  other  way  as 
most  brokers  want  at  least  $10,000  to 
hold  a  long  or  short  position  in  the  peso. 
This  unusually  large  margin  represents 
almost  25%  of  the  value  of  the  contract 
itself  instead  of  the  more  usual  5%  or 
10%  commodity  margin. 

Your  Taste  For  Risk 

There  are  six  contract  months  offered 
in  the  peso  for  trading  at  this  time.  These 
range  from  contracts  that  mature  from 
December  1977  through  March  1979. 
The  further  you  move  out  into  the  future 
the  bigger  the  discount  from  the  "spot" 
or  current  value  of  the  peso,  which  is 
now  about  4.4  cents.  This  is  called  an 
"inverted"  market.  It  results  from  the 
uncertainty  associated  with  the  future 
value  of  the  peso  and  the  likelihood  of 
another  devaluation.  Note  that  the 
March  1979  contract  sells  at  a  20%  dis- 
count to  the  spot  value  so  the  market  has 
already  built  that  much  devaluation  into 
the  peso. 

The  idea  behind  the  recommended 
trade  is  that  if  the  peso  stays  about  where 
it  is  today,  the  discounts  on  these  future 
contracts  must  disappear  as  the  con- 
tracts' maturity  approaches.  And  when 


that  happens  long  holders  of  the  pe 
will  be  rewarded  for  bearing  the  risk 
another  devaluation.  The  table  below  r 
veals,  as  expected,  that  the  smallest  ra 
of  return  (assuming  a  $10,000  marg 
commitment)  is  13%  for  the  Decemb 
1977  contract.  However,  that  is  also  tl 
lowest-risk  position  as  it  only  allows  rw 
months  for  something  bad  to  happen 
the  peso.  But  that  month  also  has  thl 
highest  annualized  rate  of  return. 

I  think  the  March  1978  or  June  197 
contracts  strike  the  best  balance  b« 
tween  absolute  rate  of  return  and  anni 
alized  rate  of  return.  However,  whic 
contract  you  choose  to  speculate  on  de 
pends  upon  your  taste  for  risk.  It  is  cles 
that  the  further  out  you  go  the  bigger  th 
discount,  but  it  is  also  clear  that  oni 
could  initiate  this  trade  every  thret 
months  as  one's  current  position  contrac 
expires,  and  the  only  cost  would  be  tha 
of  another  commission  of  about  $65.  Th  I 
annualized  rates  of  return  were  obtaineJ 
by  means  of  present  value  calculations. 

Is  the  reward  worth  the  risk?  Well 
there  are  not  many  opportunities  when 
you  can  receive  an  annual  rate  of  retun 
in  excess  of  50%.  Has  Mexico  straight 
ened  out  its  economy  sufficiently  to  all 
low  its  inflation  rate  to  drop  perceptibly 
and  its  trade  deficit  to  narrow?  How  soon 
will  significant  quantities  of  Mexican  oil 
flow  into  the  U.S.?  If  you  can  answei 
these  questions  with  a  modicum  of  confi- 
dence, you  can  decide  whether  a  5098 
return  is  ample  enough  reward  for  you  tc 
take  a  long  position  in  the  peso.  ■ 


The  Peso  In  Perspective 

An  analysis  of  the  various  contract  months  based  on  a  spot 
price  of  $.0044.  There  are  a  million  pesos  per  contract. 

Dollar  Rate  of 

Months     Recent     Percentage      Discount  Return 

Contract                      to          Price      Discount  to       to  Spot  on 

Month                     Maturity    ($/peso)     Spot  Price     ($/contract)  $10,000 


Annualized 
Rate  of 
Return 


December  1977 

2 

.04265 

3.1  % 

$1,350 

13% 

78 

March  1978 

5 

.04080 

7.3 

3,200 

32 

68 

June  1978 

8 

.03924 

10.8 

4,760 

47 

59 

September  1978 

11 

.03741 

14.9 

6,590 

65 

56 

December  1978 

14 

.03630 

17.5 

7,700 

77 

49 

March  1979 

17 

.03501 

20.4 

8,990 

89 

46 
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he  Scorecard.  A  way  to 
rade  commodities  without 
isking  a  penny.  It's  yours  free. 


"1  lost  $23,000 
in  commodities 

and  it  didn't 
cost  me  a  cent." 


I  gained  $19,000 
in  commodities 
and  I  didn't 
make  a  cent." 


Some  people  who've  never  tried 
would  make  excellent  com- 
modity futures  traders.  Others 
would  not.  It  takes  a  combina- 
tion of  personality  factors,  knowl- 
edge and  skill. 

Now  there's  a  painless  way  to 
find  out  how  successful  or  un- 
successful you  might  be.  It's  our 
"Commodity  Trader's  Score- 
card."  You  use  it  to  practice  trad- 
ig,  using  actual  daily  prices  quoted  in  your  newspaper. 
Jter  a  few  months,  you  ought  to  know  whether  you  have  a 
feel"  for  futures  trading  or  not.  If  you  do,  you  might  want 
d  consider  trying  the  real  thing. 

br  your  free  Scorecard,  call  toll-free  800-243-5000.  In 
Connecticut  1-800-882-5577.  Or  send  in  the  coupon  below. 
Limit:  one  Scorecard  per  respondent.  Quantity  prices 
vailable  on  request.) 

Mail-in  Coupon 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 


Your  address 


Your  name 


Please  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.    Dept.  4453 
Live  cattle  Frozen  skinned  hams      U.S.  silver  coins  Canadian  dollars       French  francs  Eggs 

Feeder  cattle  Boneless  beef  United  States  treasury  bills  British  pounds         Dutch  guilders  Milo 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Lumber  Butter 

Frozen  pork  bellies      Gold  Japanese  yen  Mexican  pesos         Russet  Burbank  potatoes  Turkeys 
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A  Few  Yawned;  Nobody  Ran 
For  The  Telephone 


By  Myron  Simons 


lm  few  weeks  ago,  I  witnessed  a 
perfect  demonstration  of  just  what's 
wrong  with  the  stock  market.  It  was  at  a 
meeting  of  about  30  security  analysts 
who  get  together  at  dinner  once  a  month 
to  swap  ideas.  One  of  our  more  promi- 
nent members  reported  that  his  auto- 
mobile analyst  thought  that  next  year 
would  be  a  good  one  for  the  car  manufac- 
turers, and,  if  so,  Chrysler  could  earn 
$6.50  a  share.  There  were  a  few  mild 
expressions  of  disbelief,  but  on  the 
whole  nobody  paid  much  attention.  And 
there  was  no  one  in  the  entire  group  who 
acted  as  though  he  were  waiting  impa- 
tiently for  10  o'clock  the  next  morning  so 
that  he  could  rush  out  to  buy  the  stock. 

How  different  the  reaction  would  have 
been  a  few  years  ago!  In  those  days,  if  a 
well-known  security  analyst  had  predict- 
ed that  one  of  the  major  companies  in 
the  U.S.  was  selling  at  less  than  2  lA 
times  next  year's  projected  earnings, 
there  would  have  been  a  buying  panic. 
But  not  now.  And  that,  in  a  nutshell,  is 
just  what's  wrong  with  the  market.  May- 
be it's  disbelief,  maybe  it's  lack  of  faith  in 
the  future,  maybe  it's  interest  in  other 
forms  of  investment.  Whatever  the  rea- 
son, the  fact  is  that  unusually  low  price/ 
earnings  multiples  no  longer  excite  most 
Wall  Streeters.  Why  should  they?  They 
are  a  dime  a  dozen. 

A  relatively  good  price/earnings  multi- 
ple needs  a  kind  of  double  exposure, 
which  is  lacking  today.  The  first  expo- 
sure is  the  original  reason  for  buying. 
Perhaps  you  expect  some  good  corporate 
developments,  or  maybe  just  a  good 
earnings  report.  Once  it  has  happened, 
you  become  a  potential  seller.  That 
brings  us  to  the  second  exposure:  Some- 
time in  the  future,  when  you  want  to 
sell,  the  prospects  must  still  look  rosy  to 
whomever  is  going  to  buy  from  you,  or 

Mr.  Simons  is  director  of  research  at  the 
securities  firm  ofWeeden  Co. 
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else  you  may  not  make  a  profit  even  if 
your  original  prediction  is  first  rate.  The 
point  is  that  good  P/Es  depend  on  a 
relatively  long-term  look.  That's  espe- 
cially true  for  the  large  institutional  in- 
vestors who  dominate  the  market. 
There  s  no  way  that  they  can  sell  their 
king-sized  blocks  of  stock  at  a  real  profit 
unless  the  future  looks  just  as  good  when 
they  get  around  to  selling  as  it  did  when 
they  bought. 

So,  it's  no  wonder  that  the  stock  mar- 
ket has  been  so  unresponsive  to  some  of 
the  best  earnings  in  history.  There  has 
rarely  been  such  uncertainty  about  what 
will  happen  in  a  year  or  two.  So  many 
changes  are  being  proposed  in  such  fun- 
damental areas  as  energy  consumption, 
taxation  and  our  international  relation- 
ships, that  both  the  prophets  of  doom 
and  the  optimists  seem  almost  equally 
reasonable.  That's  undoubtedly  why  a 
large  number  of  analysts  are  beginning 
to  look  at  what  they  can  get  out  of  a  stock 
even  without  price  appreciation. 

There  is  increased  attention  being 
paid  to  current  dividends,  which  in  the 
old  days  of  onward-and-upward  growth 
were  considered  almost  incidental.  In 
fact,  there  are  a  number  of  new  valuation 
formulae  based  on  estimates  of  the  flow 
of  future  dividends.  It's  not  a  bad  ap- 
proach, but  it  still  begs  the  issue  of  fu- 
ture earnings,  on  which,  in  the  final 
analysis,  dividends  are  based.  Besides,  it 
faces  a  comparison  to  the  yields  available 
from  bonds,  which  makes  the  competi- 
tion very  tough  indeed. 

New  Areas  Of  Growth 

Does  that  mean  you  should  throw  in 
the  sponge  on  equity  investment  and 
concentrate  on  bonds,  or  real  estate,  or 
whatever  alternatives  appeal  to  you?  I 
don  t  think  so.  It  seems  to  me  that  you 
just  have  to  change  your  way  of  looking 
at  stocks  for  the  time  being.  Instead  of 
large  companies  that  depend  on  a  con- 


tinuation of  a  good  economy  for  the 
success,  let's  look  at  new  areas  beinl 
unfolded  that  simply  have  to  keep  grov 
ing,  no  matter  what  happens  to  the  ecoill 
omy.  A  severe  downturn  may  cause  a 
interruption,  but  it  is  likely  to  be  only 
pause  in  a  pattern  of  long-term  growth 
That  has  always  been  the  name  of  thl 
game,  and  it  still  should  be.  The  nei 
demands  of  our  society  are  opening  ui 
several  such  areas,  even  as  they  malql 
the  continued  growth  of  some  of  thlj 
more  traditional  ones  more  doubtful. 

Pollution  control  is  an  example  of  wha 
I  mean.  We  are  no  longer  going  to  toler 
ate  poor  water  or  unsatisfactory  atma 
spheric  conditions.  There's  a  lot  of  wor 
to  be  done,  and  a  handful  of  companie 
should  benefit.  Among  them  Wheelabrai 
tor-Frye  (27),  Envirotech  (34)  and  Zurt 
(14)  are  good  candidates,  especially  nov 
that  they  are  down  a  bit  from  their  highsi 

Conversion  from  natural  gas  and  oil  t» 
coal  has  been  temporarily  slowed  be 
cause  of  the  uncertainty  over  what  stan| 
dards  and  tax  rewards  Congress  vri\ 
eventually  come  up  with.  Once  again; 
the  weakness  in  Combustion  Engineer 
ing  (33)  and  Foster  Wheeler  (25)  shoulc 
make  them  buying  opportunities. 

It  is  an  uncertain  time  for  Wall  Street. 
But  that  may  not  last  for  as  long  as  some 
people  fear.  For  better  or  for  worse  the 
energy  and  tax  reform  programs  wil 
eventually  become  known  quantities. 
These  programs  may  not  be  total  disas 
ters;  ours  is,  after  all,  a  pragmatic  soci- 
ety, and  compromise  is  the  rule.  All  al 
once,  we  may  find  that  the  future  looks 
brighter  and  clearer  than  it  has  during 
the  last  year  or  so.  If  so,  we  may  sudden- 
ly find  ourselves  looking  at  a  better  mar- 
ket. In  the  meantime,  keep  looking  for 
new  areas  of  growth.  They  can  make  youi 
profits  even  if  the  overall  market  staysi 
dull,  and  they  can  get  really  exciting  ill 
the  uncertainties  now  clouding  the  fu- 
ture clear  away.  ■ 
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If  our  performance 
doesn't  fit  your  criteria, 
maybe  you 
should  change  your  criteria. 
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You'd  think  that  a 
:ompany  with  an  earn- 
ngs  per  share  growth 
•ate  of  26.7%  would  at- 
Tact  an  enthusiastic  (bl- 
owing. A  conglomerate 
with  the  same  growth  rate 
seems  to  evoke  a  some- 
what more  subdued 
response. 

That's  because  some 
people  simply  are  not 
studying  conglomerates. 
They  think  they're  too 
complicated,  too  hard  to 
evaluate. 

At  Northwest  Indus- 
tries, we  think  that's  un- 
fortunate. Because  in  the 
things  that  really  count- 
earnings,  dividends, 
return  on  capital,  and 
balance  sheet— we've 
established  ourselves  as 
a  corporation  worth 
knowing  about. 

Strong  Growth 

Northwest  has  com- 
piled its  26.7%  earnings 
per  share  growth  rate  not 
just  over  the  span  of  a 
year  or  two,  but  since  we 
started,  in  1968.  Our  re- 
turn on  stockholder 
equity  has  also  been 


growing,  reaching  18.6% 
last  year,  compared  to 
about  14%  for  the 
Standard  &  Poor's  400. 
And  our  return  on  total 
capital  reached  13.1%. 
While  we  can't  predict 
what  our  record  will  be  in 
the  years  ahead,  we  think 
we're  building  a  solid 
foundation. 

The  past  nine  years, 
which  contained  two  ser- 
ious business  recessions, 
have  tested  this  founda- 
tion. It  is  solid. 

One  reason:  most  of 
our  companies  are 
leaders  in  basic  indus- 
tries. They  make  and  sell 


products  that  get  bought 
even  when  there's  a 
pinch.  Like  underwear. 
Auto  replacement  batter- 
ies. Boots.  Scotch.  Con- 
necting devices.  Lamp 
ballasts.  And  tubular 
steel  for  the  oil  industry. 

Another  advantage: 
our  manufacturing  com- 
panies are  committed  to 
vertical  integration.  This 
cuts  costs  because  it 
cuts  out  middlemen — 
helps  us  make  a  reason- 
able profit  on  quality 
products  that  are  com- 


petitively priced.  It  helped 
produce  a  7.5%  return  on 
sales  in  1976  (compared 
to  approximately  5%  for 
theS&P400). 

Cash  for  Investment 

We  also  invested  more 
than  $200  million  in  ex- 
pansion and  moderniza- 
tion of  our  production 
facilities  in  the  last  2 
years.  These  expenditures 
were  virtually  all  financed 
from  internal  cash  flow. 

At  the  end  of  1976, 
Northwest  had  almost 
$100  million  in  cash,  and 
unutilized  credit  commit- 
ments of  $300  million. 
Therefore  we  have  the 
resources  to  capitalize  on 
investment  opportunities 
that  meet  our  criteria. 

So  if,  up  to  now,  our 
conglomerate  with  its 
37,000  employees  has 
eluded  your  attention,  we 
hope  you'll  take  another 
look  at  us. 

And  then  review  your 
criteria. 

For  our  annual  report 
or  our  SEC  Form  10-K, 
write  us  at  6300  Sears 
Tower,  Chicago,  IL 
60606. 


Northwest  Industries, lnc 


Can  your  investment  firnl 
match  up  to  Merrill  Lyncl 


/ 

Check  the  things 
Merrill  Lynch  offers 
that  your firm  doesn 't. 
Prove  it  to  yourself:  There 
are  lots  of  investment 
firms.  But  there's  only 
one  Merrill  Lynch. 


Can  your  firm  match 
the financial  strength 
of  Merrill  Lynch? 

Our  assets  total  over  $3.4  billion.  Our 
net  worth  as  of  June  24,  1977— over  $468 
million— exceeds  that  of  any  other  broker. 

And  that  can  assure  you  that  your 
securities  are  in  safe  hands  when  you  leave 
them  on  deposit  with  us. 

How  does  this  compare  with  the 
financial  strength  of  your  firm? 


Can  your  firm  match 
the  education  Merrill 
Lynch  gives  its  Account 
Executives? 

Any  stockbroker  can  take  your 
order.  At  Merrill  Lynch  we  think  you 
deserve  more  than  an  order  taker.  So  we 
spend  $14  million  a  year  training  our  new 
Account  Executives. 

We  teach  them  to  listen.  To  work  with 
you.  Think  with  you.  Plan  with  you.  And 
help  you  tailor  an  investment  program  to 
closely  fit  your  needs  and  goals. 

What  kind  of  training  does  your  firm 
give  its  Account  Executives? 


Can  your  firm  match 
the  variety  of  invest- 
ments at  Merrill  Lynch? 

Merrill  Lynch  has  more  ways  to  invest 
than  stocks  and  corporate  bonds.  In  fact 
we  have  36  different  ways.  They  range 
from  option  writing.  To  government 
bonds.  To  unit  investment  trusts. 

This  variety  enables  you  to  find  the 
kind  of  investments  that  are  just  right  for 
your  needs— whether  your  needs  are  for 
tax-free  income,  estate  planning,  capital 
gains,  or  immediate  income  from  stocks 
you  already  own. 

Can  your  firm  match  this? 


Can  your  firm  match 
the  private  informa- 
tion network  of 
Merrill  Lynch? 

At  Merrill  Lynch 
we  make  time  your  ally 
instead  of  your  enemy  by 
helping  you  get  investment 
information  fast.  And  we 
do  this  in  several  ways. 

We  have  a  network  of  over 
750,000  miles  of  private  wire  to 
speed  investment  information  to  your 
Account  Executive  from  all  around  the 
world.  We  have  a  news  service  that  turns 
out  142,000  words  of  investment  infor- 
mation daily.  A  computerized  system  that 
quickly  gives  prices,  research  appraisals 
and  opinions  on  1 , 100  widely  held  stocks. 

And  because  investment  opportuni- 
ties wait  for  no  one,  when  you  place  an 


order  with  us,  our  vast  communications 
network  speeds  your  order  to  the  right 
stock  exchange  floor. 

How  does  all  this  compare  with  the 
facilities  your  firm  offers? 


Does  your firm  spend 
_  $9  million  a  year  on 
securities  research? 

No  matter  how  fast  information 
moves  —or  how  much  of  it  there  is  — it 
can't  do  investors  any  good  unless  it's 
good  information  in  the  first  place.  So 
Merrill  Lynch  operates  a  massive  research 
program  that  takes  advantage  of  our  world- 


wide information  network. 

We  spend  $9  million  a  year  on  securi- 
ties research  alone.  And  that  gives  us  one 
of  the  strongest  research  departments  of 
any  brokerage  firm  — with  a  staff  of  61 
respected  analysts  covering  all  major 
industries. 

We  have  12  technical  analysts  study- 
ing market  data  that  could  affect  your 
investments.  We  have  corporate  and 
municipal  bond  analysts.  And  we  have 
on  tap  government  securities  specialists, 
economists  and  real  estate  specialists. 

Why  do  we  do  all  this  ?  We're  America's 
largest  investment  firm . 

We  have  to.  To  stay  that  way. 


M 


Merrill  Lynch 
Pierce  Fenner  &  Smith  Inc. 

©Copyright  1977  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 
Member.  Securities  Investor  Protection  Corporation  (SI  PC) 
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The  Sky  Is  Not  Falling 

By  Sidney  B.  Lurie 

". . .  Government  spending  now  is  likely  to  be 
a  major  positive  force  in  the  business  outlook  . 


I  he  chairman  of  one  of  the  nation's 
largest  companies  recently  expressed  the 
opinion  that  the  poor  action  of  the  stock 
market  has  been  a  case  of  "overkill,  dis- 
counting the  negatives  completely  be- 
yond everything  that  can  be  reasonably 
expected  to  happen  to  the  economy."  I 
couldn't  agree  more. 

The  supply  of  common  stocks  is  de- 
creasing as  a  result  of  corporate  stock 
repurchase  programs  and  the  record- 
high  acquisitions  of  one  company  by  an- 
other. In  other  words,  European  inves- 
tors and  American  industry  have  been 
sufficiently  tempted  by  the  underlying 
values  in  the  marketplace  to  make  1977  a 
record  year  in  terms  of  acquisitions  of 
publicly  owned  companies.  Significant- 
ly, the  basis  for  this  interest  is  entirely 
different  than  it  was  during  the  conglom- 
erate era  of  the  Sixties  when  empires 
were  built  on  paper.  This  time  the  pur- 
chases are  frequently  for  cash. 

It  seems  to  me  that  the  headlined 
difficulties  of  the  copper  and  steel  indus- 
tries are  neither  symptomatic  of  our  gen- 
eral economic  well-being  nor  of  the  out- 
look. Case  in  point.  Federal,  state  and 
local  government  spending  now  is  likely 
to  be  a  major  positive  force  in  the  busi- 
ness outlook.  Then,  too,  other  stimulants 
are  on  the  horizon,  such  as  the  signifi- 
cant tax  relief  promised  in  the  Adminis- 
tration's new  tax-revision  package  and 
the  probability  that  capital  goods  spend- 
ing already  has  turned  upward.  With 
stable  food  prices  in  prospect,  fuel  and 
gasoline  prices  weakening,  the  consum- 
er's improved  ability  to  spend  money  for 
nonessentials  should  continue.  Retailers 
now  report  sharply  increased  sales — par- 
ticularly for  previously  lagging  apparel 
and  other  soft  goods.  Equally  important, 
all  the  signs  point  to  a  continuing  high 
level  of  construction  industry  activity. 

Apropos  the  foregoing,  I  am  enthusi- 

Mr.  Lurie  is  executive  vice  president  of  the 
NYSE  firm  of  Josephthal  ir  Co. 


astic  about  Cabot  Corp.  (38,  paying 
$1.60)  and  not  just  because  earnings  for 
the  fiscal  year  ended  in  September  may 
be  in  the  $8-per-share  area  as  compared 
with  $5.51  in  fiscal  1976.  Cabot  today  is  a 
different  company  than  it  was  ten  years 
ago  when  nearly  all  of  its  earnings  were 
obtained  from  the  carbon  black  business 
(where  it  is  the  world's  leading  produc- 
er). Equally  important,  I  believe  fiscal 
1978  has  the  promise  of  another  new 
earnings  peak.  The  company's  energy 
division  will  have  higher  production  and 
better  prices;  the  heretofore  lagging  part 
of  the  company's  machinery  business 
should  improve  and  other  parts  are  al- 
most depression-proof. 

With  new  homes  using  more  insula- 
tion than  in  past  years  and  existing 
homes  being  reinsulated  at  a  rate  almost 
double  that  of  recent  years,  I  continue  to 
be  enthusiastic  about  the  outlook  for 
Certain-teed  Corp.  (around  25,  paying 
70  cents).  Fiberglass  insulation  is  in 
short  supply,  and  this  area  is  the  com- 
pany's major  profits  contributor.  The 
roofing  materials  business  is  excellent. 
The  company's  expansion  into  the  fiber- 
glass reinforcement  business  represents 
a  new  growth  market.  Prices  are 
strengthening  in  the  piping  products 
area.  This  year's  earnings  should  be  over 
$3  per  share  against  $2.51  in  1976,  and 
higher  earnings  are  likely  in  1978  when 
new  facilities  come  on  stream. 

In  my  opinion,  Chesebrough-Pond's 
(around  22,  paying  84  cents  and  likely  to 
earn  about  $1.90  per  share  this  year  as 
compared  with  $1.69  in  1976)  is  a  misun- 
derstood company.  It  is  basically  a  mass 
marketer  of  consumer  products  to  the 
housewife  and  enjoys  a  strong  trade  posi- 
tion in  each  of  its  markets.  It  has  an  over- 
90%  share  of  the  petroleum  jelly  busi- 
ness and  is  by  far  the  number  one  factor 
in  the  hand-care  and  cold-cream  markets 
(Pond's).  It  is  the  largest  manufacturer 
(in  units)  of  nail  polish  and  nail  polish 
remover  (Cutex).  The  pluses  in  this  part 
of  the  business  are  that  there  are  more 
working  women  than  ever  before  and  the 
company  has  more  distribution  through 
supermarkets.   Chesebrough  also  is  a 


very  profitable  factor  in  the  infants'  anj 
children  s  apparel  business,  which  hal 
grown  almost  18%  annually  over  the  pasl 
five  years,  and  the  company  s  Ragu  spal 
ghetti  sauce  is  the  number  one  produc 
in  its  market.  Packaged  foods  contribut 
ed  21%  of  last  year's  sales. 

Forbes'  Oct.  1  featured  a  story  oil 
Fieldcrest  Mills  (around  27,  payinjl 
$1.40).  I  understand  this  major  manufacl 
turer  of  high-quality  household  textilJ 
products  is  a  company  enjoying  the  high! 
est  incoming  orders  in  its  history,  even  I 
though  November  ordinarily  is  the  peall 
month  of  the  year.  With  dollar  sales  sol 
far  this  year  up  over  20% — and  the  com  I 
pany  likely  to  be  free  of  a  large  last-in  I 
first-out  inventory  charge  that  penalizeol 
last  year's  earnings — there  is  little  ques  l 
tion  but  that  1977  earnings  will  be  above! 
$4  per  share  against  the  $3.39  profit  oil 
1976.  Fieldcrest  is  a  marketing-orientecl 
consumer  products  company  whose 
strength  lies  in  a  top  competitive  brands 
name  position,  whether  the  brand  be 
Fieldcrest  towels,  St.  Mary's  blankets  or 
Karastan  rugs. 

I'm  intrigued  with  Norton  Co.  (around^ 
33,  paying  $1.80).  An  acquisition  of  a 
company  that  added  about  $120  million 
to  sales  last  year  (against  $630  million  for 
Norton  as  it  then  was  constituted)  puts 
Norton  into  the  middle  of  the  energy 
business.  The  new  company  has  about  a 
50%-to-60%  share  of  the  diamond  drill- 
ing-bit market.  In  total,  Norton  should 
earn  well  over  $5  per  share  this  year 
against  $4.28  in  1976.  On  a  worldwide 
basis  (about  55%  of  Norton's  sales  are 
outside  the  U.S.),  Norton  is  the  abra- 
sives industry  leader. 

More  stocks  are  selling  below  net| 
working  capital — and  at  greater  dis- 
counts from  book  value — than  at  any  oth- 
er time  during  the  past  25  years  (except 
for  two  panic  periods).  There  are  some 
similarities  between  today  and  the  fourth 
quarters  of  both  1974  and  1975,  when 
upside  explosions  developed.  The  moral 
of  these  earlier  periods  is  that  there  arel 
times  when  the  market  can  generate  its  i 
own  enthusiasm  without  an  obvious  i 
stimulus.  ■ 
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oal  gasification  programs 


Peoples  Gas  active  in 
three  projects  to  develop  coal 
as  a  major  source  of 
clean-burning  gas  energy. 


One  of  the  ways 
Peoples  Gas  works 
y  supply  gas  energy 
)r  14  million  people 

in  Mid-America. 


7ith  natural  gas  becoming  harder 
:quire  every  year,  America  is  look- 
to  its  vast  deposits  of  coal  as  a 
:tical  source  of  gas. 
ut  first,  important  studies  must 
arried  out.  This  includes  gasifi- 
3n  techniques,  environmental 
act  studies,  utilization  of  coal 
rves,  mining  operations,  land 
amation  and  sources  of  water, 
.ast  year,  the  federal  Energy  Re- 
cti and  Development  Adrnin- 
ition  requested  proposals  for 
lonstration  plants  to  determine 
technology  best  suited  for  the 
version  of  coal  into  pipeline- 
lity  gas.  Five  proposals  were  sub- 
ted  and  Peoples  Gas  system 
lpanies  were  participants  in  each 
le  two  proposals  selected  by 
DA — one  for  a  plant  in  Illinois,  the 
sr  for  one  in  Ohio.  Both  proposals 
e  recently  approved  by  ERDA  and 
itracts  awarded  for  the  design 
ise  of  each  project, 
n  addition  we  are  working  on  a 
•-part  program  in  North  Dakota, 
led  up,  it's  a  concentrated  effort  to 
i  the  right  solutions  that  will  make 
commercial  production  of  gas 
n  coal  a  reality. 


1.  Illinois 

A  group  of  five  Illinois  utilities, 
including  Peoples  Gas  Company' s 
two  distribution  subsidiaries,  is  par- 
ticipating with  ERDA  on  a  project  to 
convert  the  state's  high-sulfur  coal 
into  non-polluting  pipeline-quality 
gas.  Plans  envision  a  demonstration- 
size  plant  using  a  process  developed  by 
U.S.  companies  and  pilot-tested  both 
here  and  abroad.  The  estimated  total 
project  cost  is  $334  million. 

2.  Ohio 

The  second  project  now  underway 
with  ERDA  was  proposed  by  a  con- 
sortium of  seven  energy  companies  of 
which  our  pipeline  company  is  a  mem- 
ber. It  includes  the  construction  in 
eastern  Ohio  of  a  coal  gasification 
demonstration  plant  using  a  slagging 
gasifier  process  which  has  passed 
preliminary  tests  in  Westneld, 
Scotland.  The  cost  of  the  total  project 
is  estimated  at  $371  million. 


3.  North  Dakota 

Peoples  Gas  is  also  pursuing  a 
two-part  program  in  North  Dakota. 
First,  we  are  negotiating  a  definitive 
agreement  with  American  Natural 
Resources  Company  on  plans  to 
jointly  construct  a  commercial  coal 
gasification  plant  in  Mercer  County 
capable  of  producing  125  million 
CF/day  of  synthetic  gas.  Further 
development  of  the  project  is  contin- 
gent upon  FPC  approval  of  requisite 
applications,  and  the  securing  of  fed- 
eral loan  guarantees.  We  also  have  an 
option  to  join  ANR  on  the  second 
phase  of  the  Mercer  County  project. 

In  neighboring  Dunn  County,  our 
pipeline  company  has  rights  to  lignite 
deposits  and  is  formulating  plans  for 
a  250  million  CF/day  plant.  At  present, 
we  are  working  to  secure  additional 
coal  leases,  water  rights  and  other 
governmental  approvals.  American 
Natural  has  an  option  to  join  us  in 
the  Dunn  County  project. 

Coal  gasification  will  be  important 
in  helping  Peoples  Gas  provide  gas 
energy  for  14  million  people  in  the 
upper  Midwest  in  the  years  ahead.  But 
it's  only  one  part  of  our  multi-faceted 
program  to  cope  with  the  nation's 
growing  shortage  of  natural  gas. 

For  more  information  concerning 
Peoples  Gas — and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual  Report. 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 


Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 
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Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes.Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


DIAMOND 
INTERNATIONAL 
CORPORATION 


96th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Sept.  22. 1977,  declared  a 
quarterly  dividend  of  55<t  per  share  on  the  Com- 
mon Stock,  payable  November  1 , 1977  to  share- 
owners  of  record  October  7,  1977. 

GEORGE  PASCALE 
Wee  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


FAMILY  CREST  RINGS 

Solid  14K  Gold,  $195. 
Sterling  Silver,  $90. 
WE  WORK  IN  THREE 
BASIC  WAYS  -  If  you 

have  a  crest,  send  a 
copy  of  it,  otherwise 
you  may  check  it 
against  our  list,  or  you 
may  design  your  own 
(see  below).  SEND  FOR  OUR  FREE  COLOR 
CATALOGUE.  If,  in  addition  to  free  catalogue, 
you  want  our  booklet  with  over  20,000  names 
for  which  we  have  crests  available  plus  in- 
structions on  how  to  design  your  own  crest, 
send  us  $1.00. 

HERALDICA  IMPORTS,  INC.  DEPT.  F 

21  WEST  46th  ST.  .  NEW  YORK,  N.Y.  10036 
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Eat  Fish— 
Or  Eat  Mud 

By  Thomas  P.  Murphy 


W 


e  ve  got  a  two-tier  stock  market 
today.  Tier  one  is  the  stock  market.  Tier 
two  is  the  takeover  market.  Tier  one  is 
languishing.  Tier  two  is  booming.  Al- 
most any  corporation  worthy  of  its  name 
is  worth  25%  to  100%  more  to  an  acquir- 
er than  it  is  on  the  stock  market.  The 
newspapers  are  full  of  tender-offer  and 
takeover  stories,  and  for  every  big  deal 
reported,  many  smaller  ones  go  unre- 
ported. The  finders — and  many  of  us  in 
venture  capital  are  wearing  that  hat  to- 
day— say  business  has  never  been  bet- 
ter. Never.  That  includes  the  conglom- 
erating wave  of  the  Sixties. 

Indeed,  a  kind  of  "last  train  from  Ber- 
lin' psychology  has  been  setting  in.  Buy- 
ers are  very  anxious  to  buy.  Sellers  are 
very  anxious  to  sell. 

When  all  this  began  picking  up  steam 
a  year  ago,  the  motives  were  straightfor- 
ward. Companies  were  seen  as  cheap, 
and  borrowed  funds  for  acquisitions 
were  becoming  available.  Both  of  those 
things  are  equally  true  today,  but  now 
there  is  much  more  to  it. 

Many  corporate  managements  that  are 
looking  for  acquisitions  are  also  looking 
over  their  own  shoulders  lest  somebody 
be  coveting  them.  With  the  price  of  their 
own  stock  still  depressed,  they  recall  the 
Chinese  adage:  The  big  fish  eat  the  little 
fish  and  the  little  fish  eat  mud.  With  so 
many  acquirers  on  the  prowl,  manage- 
ments figure  it  is  better  to  eat  fish  than  to 
eat  mud. 

Acquiring  is  the  fastest  way  to  become 
a  bigger  fish  and,  therefore,  the  best 
defense  against  ending  up  as  a  division  of 
somebody  else's  company:  Further- 
more, both  the  stigma  of  diversification 
and  the  mysteries  of  financing  and  man- 
aging it  are  gone.  A  lot  of  folks  have 
learned  what  Harold  Geneen  and 
Charles  Bluhdorn  knew  in  the  Sixties. 

As  a  result  of  all  this,  recession-born 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


resolutions  to  clean  up  the  old  ba\i 
sheet  and  get  liquid  are  going  ri^ht 
the  window.  Cash  and  liquidity  are  vj 
derful  things  in  a  recession  but  thej 
like  a  honey  pot  to  a  bear  during 
acquisition  binge.  High  liquidity  an 
low  stock  price  are  standing  invitat 
to  being  taken  over.  That  is  an  invitai 
most  managements  prefer  not  to  mall 

Underpinning  the  acquisition  bingl 
a  sharp  divergence  in  opinion  about  || 
ue.  Stock  buyers  and  company  bull 
are  marching  to  very  different  dn| 
mers.  Today's  common-stock  bujl 
(mostly  institutions)  are  listening  to  til 
economists  and  security  analysts,  II 
recently  discovered  inflation  and  cl 
eluded  that  corporate  earnings  are  oq 
stated  on  the  profit-and-loss  statemerll 

They  are  doubtlessly  right.  But  I 
corporate  executives  who  are  doing) 
the  buying  are  looking  at  the  other  hall 
the  financial  statement — the  balaj 
sheet.  If  profits  are  overstated  becausl 
inflation,  it  follows  that  assets  are  unci 
stated  for  the  very  same  reason. 

As  a  result,  when  a  businessman  fa 
the  choice  of  adding  to  his  own  plant  j 
equipment  at  today's  prices,  or  buy 
somebody  else's  plant  and  equipment 
yesterday's  prices,  the  decision  tilts  i 
ward  acquisition.  One  reason,  in 
opinion,  that  the  long-predicted  cap 
spending  boom  never  seems  to  get 
the  ground  is  these  acquisitions.  Moi 
that  would  normally  go  into  plant  i 
equipment  at  this  stage  of  a  recoverj 
being  siphoned  off  by  acquisitions. 

There  is  still  another  category  of  bi 
ers,  foreign  companies.  They  are  pro 
ing  with  greater  voraciousness  than  th 
American  counterparts.  Stockho'dJ 
were  not  exactly  thrilled  about  the  pr 
pects  for  Miles  Laboratories  (the  fo 
who  make  Alka-Seltzer)  until  last  moi 
when  giant  Bayer  AG  of  West  Germs 
indicated  it  would  pay  "at  least  $4t 
share  for  Miles  stock  that  had  been  trs 
ing  around  $24.  When  trading  reopen 
two  days  later,  Miles  was  quoted  at  $4i 
share  and  Miles'  management  was  <j 
looking  for  more  suitors. 

Why  are  the  sellers  selling?  In  a  ta| 
over  bid,  the  price  is  good  and  there  m 
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Three  ways  we  can  make  you 
more  successful  trading  the  market. 

If  you  trade  the  market  without  the  advice  of  your  broker,  we 
believe  we  can  make  you  more  successful  at  it. 

First,  we  positively  will  not  influence  your  trading  decisions.  Our 
business  is  deliberately  set  up  to  stay  out  of  them.  We  give  no 
advice,  pay  no  one  commissions,  and  carry  no  merchandise. 

Second,  we  give  you  the  best  odds  of  getting  the  best  price  on 
every  trade.  We  do  it  by  having  you  deal  directly  with  experienced 
order  execution  specialists  instead  of  securities  salesmen;  by 
backing  them  up  with  several  times  the  quotation  equipment 
available  to  most  salesmen;  and  by  providing  them  with  direct 
access  from  their  desks  to  every  exchange  and  principal  trading 
market  in  the  country.  All  of  this  results  in  both  speed  and 
savings.  Execution  and  confirmation  of  many  market  orders  occur 
while  you  are  on  the  telephone.  And  sometimes  you  save  an  extra 
1/16,  1/8  or  even  1/4  in  price. 

Third,  our  commissions  are  a  lot  lower  than  those  charged  by 
conventional  brokers.  While  our  commissions  vary  depending 
on  the  particular  trade  and  the  amount  of  business  you  do,  today 
they  average  54%  less  than  the  last  NYSE  rate  on  stocks 
and  30%  less  than  the  last  CBOE  rate  on  options.  These  discounts 
translate  into  an  average  savings  of  1%  every  time  you  turn 
your  money. 

To  find  out  more  about  how  we  can  make  you  more  successful 
at  trading  the  market,  send  the  coupon  below  for  our  free 
commissions  and  services  brochure  and  application  to  open  an 
account.  Or  call  us  directly  at  800-221-5338  toll  free.  In  New  York 
call  212-269-9127  collect. 

O 

SOURCE 

Complete  Execution  and  Custodial  Services. 
Stocks,  Stock  Options  and  Bonds.  Members  NASD,  SIPC. 

Please  send  me  your  free  brochure  and  application. 

I        Name   | 

Address    ] 

|        City  State  Zip   | 

D  Please  have  your  representative  call  me  at: 

I  | 

■  Tel.  No.  Hours  to  call  to   ■ 

I  Source  Securities  Corporation  I 

|  tw\a       70  Pine  Street,  New  York,  N.Y.  10005  forio'tj 


Forbes  Reprints 

Reprints  of  Inflation  Part  2 — The  Great  Hamburger  Paradox  (Sep.  15,  1977)  are  now  available. 
Prices  for  this  reprint  and  for  Inflation  Part  1  — Inflation  Is  Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are  listed  below.  To  order  please  use  coupon  and  enclose 
payment. 

Pts.  1  &  2  Pts.  1  &  2 

1-    9  copies        $1.25  ea.        $2  ea.  set  100-499  copies        .50  ea.        800  ea.  set 

10-  99  copies  .60  ea.       $1  ea.  set  500  or  more  .40  ea.       80«  ea.  set 


FORBES  Reprints  Please  send  me 

60  Fifth  Avenue,  New  York,  N.Y.  1001 1   copies  of  Inflation  Part  1 

Attention:  T.  M.  York   copies  of  Inflation  Part  2 

I  have  enclosed  payment  with  order.  -  copies  of  Inflation  Parts  1  &  2 


Name 


Address 


City/State/Zip 


(Please  allow  4  weeks  for  delivery.) 
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638-1527 

or  (3011 547-2136  collect 

*  Income  may  be  subject  to  taxes 
in  some  states. 


Money  And  Investments 


A  no-load  fund  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  100  East 
Pratt  Street,  Baltimore,  Maryland  21202. 

Dept  A6 


ROWE  PRICE 
TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  betore  you  invest  or  send  money 


Penn  Square 
counts  the  result  , 
not  the  race. 


Like  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 

We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Penn  Square  Mutual  Fund 

RO.  Box  1419,  Dept.  A 
Reading,  Pa.  19603 
Phone:  (215)  376-6771 

A  Mo-Load  Fund 


The  Fund 


Merrill  Lynch  Does  It  Again 


Imagine  bringing  out  a  new  common 
stock  mutual  fund  in  1977  and  raking  in 
three  times  as  much  money  as  you  ini- 
tially filed  for.  This  at  a  time  when  else- 
where among  the  stock  funds  the  tide  of 
redemptions  rolls  inexorably  on. 

The  new  Merrill  Lynch  Basic  Value 
Fund,  however,  had  two  very  big  things 
going  for  it:  the  distribution  network  of 
Merrill  Lynch,  and  the  currently  popu- 
lar "special  situation"  approach  to  invest- 
ing. Merrill  Lynch  started  out  filing  for  a 
minimum  of  $25  million  for  the  fund — 
the  first  stock  fund  Merrill  Lynch  has 
started  up — and  ended  up  with  $83  mil- 
lion. Which  goes  to  show  that  if  you  have 
the  right  merchandise,  the  public  will 
buy  it.  Count  on  Merrill  Lynch  to  know 
the  right  merchandise.  And  count  on  it 
to  bring  out  other  kinds  of  funds  when 
the  public  is  ready  for  them. 

To  run  the  new  fund,  Merrill  Lynch 
has  chosen  Arthur  Zeikel,  45,  a  veteran 
of  23  years  in  the  money  management 
business  and  an  alumnus  of  Dreyfus 
Fund,  S&P  Intercapital  and  Centennial 
Capital.  He  is  also  the  co-author  of  the 
well-known  textbook  and  guide  on  in- 
vesting. Investment  Analysis  and  Portfo- 
lio Management. 

"The  whole  market  represents  a  basic 
value,  Zeikel  says,  "and  our  portfolio  of 
low-multiple,  high-yield  stocks  should 
do  better  than  the  market.  In  fact,  I 
think  it  will  be  a  showpiece  performance 
over  a  five-year  period. 

Zeikel  says  he  plans  to  use  a  little  Ben 
Graham,  a  little  Jack  Dreyfus  and  a  liber- 
al dose  of  contrary  opinion  in  running 
the  fund.  It  will  aim  at  a  combination  of 
high  dividend  returns  and  capital  appre- 
ciation. Zeikel  argues  that  this  combina- 
tion of  goals  will  mean  that  the  fund  will 
have  excellent  potential  on  the  up  side 
with  minimum  risk  on  the  down  side, 
reasoning  that  the  relatively  high  divi- 
dends will  put  a  kind  of  floor  under  the 
stock  in  a  bear  market.  "It's  not  an  ag- 
gressive fund  if  one  looks  at  the  risk  level 
in  the  fund  versus  the  risk  level  in  the 
entire  market,"  says  Zeikel. 

So  Zeikel  will  be  a  bargain  hunter.  But 
aren't  we  all?  How  does  he  define  bar- 
gain? To  qualify,  the  stocks  in  the  portfo- 
lio as  a  whole  should  yield  more  than  the 
market  and  have  a  lower  price/earnings 
ratio;  also  they  should  not  sell  at  a  great- 
er premium  over  book  value  than  the 
market  as  a  whole.  (As  measured  by  the 
Dow  Jones  industrials,  the  market  cur- 
rently yields  5.3%,  has  a  P/E  of  8.7  and  is 


Arthur  Zeikel:  His  only  worry — how 
can  he  be  a  contrarian  if  most  investors 
agree  with  his  current  approach? 


valued  at  105%  of  book  value.)  This,  of) 
course,  is  modified  Ben  Graham. 

From  watching  Jack  Dreyfus,  Zeikel 
says  he  learned  to  "buy  basic  stocks  out 
of  favor,  when  they  are  cheap  or  when 
some  change  is  developing  that  outsiders 
don't  appreciate  yet." 

As  a  contrarian,  Zeikel  will  rarely  go  in 
the  direction  of  the  market.  He  prefers 
to  do  his  shopping  in  the  new  lows  list 
rather  than  in  the  new  highs  list.  He  will 
shun  most  stocks  after  they  have  had  a 
major  runup,  no  matter  how  good  they 
look  or  sound.  "That  way,"  he  says,  "we 
will  buy  closer  to  the  bottom  than  to  the 
top.  For  instance,  Zeikel  is  building  a 
position  in  an  unnamed  real  estate  in- 
vestment trust  whose  stock  price  is  a  low 
fraction  of  its  old  high.  Same  with  his 
recreational  vehicle  maker. 

Also  contrarian  is  this  Zeikel  rule:  ! 
"Very  few  of  our  stocks  will  rank  among 
the  150  major  institutional  equity  hold-  [ 
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In  58  years  we  have  answered 
dot  of  questions  about  investments. 

Send  today  for  one  or  both  of  these  packages. 


Municipal  Bond  Funds 


A  new  flexible  way  to  obtain  tax-free  income. 

This  is  the  most  popular  kind  of  fund  right  now.  But  are  they  for  you7  What  tax  bracket  should  you  be  in  to  buy  a 
Municipal  Bond  Fund9  What  are  the  yields,  the  risks,  the  benefits7  These  are  some  of  the  questions  answered  in 
United  Mutual  Fund  Selector's  new  Special  Report  "Muni  Mania".  Here  are  the  funds  covered;  3  are  rated  buys: 


Alpha  Tax-Exempt 
American  General 
Bullock  Tax-Free 
CG  Municipal 
Composite  I  ax-Exempt 
DMC  Tax-Free 


Dreyfus  Tax-Exempt 

Federated  Tax-Free 

Fidelity  Limited  Term 

Fidelity  Municipal 

IDS  Tax-Exempt 

John  Hancock  Tax-Exempt 


Kemper  Municipal 
Lutheran  Brotherhood 
MFS  Managed 
Mutual  of  Omaha 
National  Securities 
Nuveen  Municipal 


Oppenheimer  Tax-Free 
Putnam  Tax-Exempt 
Rowe  Price  Tax-Free 
Scudder  Managed 
Stein  Roe  Tax-Exempt 
United  Municipal 


414  Mutual  Funds  Compared 

United  recommends  which  ones  to  buy  now. 

Performance  comparisons,  Supervised  List,  Fund  Digests,  and  more . . . 
United  recognizes  each  investor  may  have  a  different  objective.  So,  United  Mutual  Fund  Selector  tells  you  which 
Funds  they  recommend  to  achieve  your  investment  objective . . .  and  also  gives  you  advice  on  which  ones  to  sell. 
This  informative  Service  is  packed  with  facts  on  every  major  fund.  We  believe  you  will  find  it  a  valuable  aid.  You 
will  receive  2  complete  issues  of  United  Mutual  Fund  Selector  when  you  orderthe  Municipal  Bond  Fund  Report. 

$0 

This  entire  package  of  Mutual  Fund  information  and  advice . . .  only  C 

Send  today  for  United's  new  1 3  point  evaluation  of 

75  Utility  Stocks 

Facts,  figures,  appraisal  of  risk,  and  specific  advice  to  buy,  hold,  or  sell. 

United's  analysts  know  that  each  utility's  individual  strengths  and  weaknesses  can  mean  a  lot  to  their  investment 
performance.  For  instance,  there  is  a  significant  difference  in  whether  they  use  coal,  water,  or  oil.  They  can 
be  deeply  affected  by  the  regulatory  climate  in  their  area.  In  this  analysis  we  also  show  return  on  equity  as  a 
percentage  of  common  stock  and  retained  earnings.  All  1 3  criteria  are  weighed  in  our  advice  to  you  on  which 
stocks  to  buy,  hold,  or  sell.  We  believe  you'll  find  this  Report  highly  informative,  so  send  for  your  copy  today. 

25  Very  Active  Stocks 

Are  any  stocks  you  own  on  this  list7 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  buy,  hold,  sell  advice. 

Am  Home  Prod  Citicorp  Exxon  IBM  Sony 

ATT  Cont'lOil  Ford  Motor  ITT  Southern  Co. 

Atl  Richfield  Digital  GenElec  KMart  Texaco 

BankAmerica  DowChem  Gen  Motors  OccidPetr  Westinghouse 

British  Petroleum        East  Kodak  Gulf  Oil  RCA  Xerox 

In  addition  to  these  2  informative  Special  Reports  you  will  also  receive  4  complete  issues  of  United's  weekly 
Reports  on  Business  and  Investments.  * i\ 

This  entire  package  of  Stock  Market  information  and  advice . . .  only  dL 


Fhis  valuable  Extra  included  at  no  extra 
:ost  with  either  or  both  packages. 

a UNITED 
Business 
(^Investment  Serviee 


UNITED'S  BUSINESS  AND  INVESTMENT 
JOURNAL.  Aconcise  record  book  for  your  personal 
business  and  investment  affairs.  This  handy  journal 
enables  you  to  keep,  in  one  convenient  place,  the 
information  you  and  your  family  should  have  about 
your  business,  your  insurance,  savings  and  checking 
accounts,  your  stocks,  bonds,  and  mutual  funds, 
your  real  estate,  financial  obligations,  plus 
specific  family  instructions. 
Save  by  ordering  both  packages,  and  receive 
Mutual  Fund  and  Stock  Market  Advice,  plus  your  $^ 


Business  and  Investment  Journal,  all  for  only 


)  Newbury  St.,  Boston,  Massachusetts  021 16 

MAIL  THIS  POSTAGE-PAID  REPLY  CARD  TODAYI  SEND  NO  MONEY  WE  WILL  BILL  YOU 
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Do  you  know 
any  important 
person 
in  business 
who  does  not 
read  Forbes 
Magazine? 


The  Fund 


Forbes: 
capitalist 


ings.  That  will  mean  the  basic  construe] 
tion  of  this  portfolio  will  be  differed 
from  most  institutional  portfolios  in  thi 
country." 

What  does  all  this  translate  into  in  thJ 
real  world  of  stocks?  Well,  Merril 
Lynch's  computer  cranked  out  a  list  o 
over  400  stocks  that  met  Zeikel's  variou 
criteria.  So  far  he  has  bought  only  35 
Some  samples: 

Chase  Manhattan  Bank  and  Texacr 
Both  are  good  basic  values,  he  says,  bi^ 
yields,  low  P/Es  and  almost  certain  prof 
turnarounds.  Each  can  be  turned  around 
by  doing  what  other  more  astute  com  pa 


".  . .  'Buy  basic  stocks  out 
of  favor,  when  they 
are  cheap  or  when  some 
change  is  developing' . . ." 

nies  in  their  own  fields  have  already 
done.  That  kind  of  turnaround  is  less 
speculative  than  most. 

Takeover  candidates  are  another  gooc) 
idea.  You  can  get  a  good  yield  waiting  foi) 
someone  to  pay  a  premium  over  marke^ 
price.  Zeikel  thinks  the  hospital  managei 
ment  area  is  a  good  one  here.  But  his 
favorite  is  Wm.  Wrigley  Jr.  Co.,  where 
the  boss  has  died.  Another  company, 
American  Home  Products,  already  lias 
acquired  a  big  chunk  of  Wrigley. 

The  fund  bought  textbook-publisher 
Macmillan  Inc.,  paying  slightly  above  its 
1977  low  of  8V2;  the  stock  once  sold  for 
$37  a  share.  The  yield  is  5.3%,  the  P/E  is, 
seven  and  the  stocks  sells  at  a  discount  \ 
30%  from  book  value. 

If  steel  stocks  drop  any  more — that) 
could  be  any  day  now — Zeikel  thinks  he 
will  buy  one.  But  he  won  t  touch  the 
airlines,  even  though  they  are  way 
down.  He  thinks  the  fare  war  may  turn 
into  a  disaster. 

Even  if  the  market  goes  a  good  deal 
higher,  Zeikel  is  convinced  that  Merrill 
Lynch  s  Basic  Value  Fund  can  continue 
to  operate  successfully.  "The  market 
lacks  total  pricing  efficiency,  so  there 
will  always  be  bargains,"  he  says. 

Any  worries?  As  a  matter  of  fact,  yes. 
"It's  disturbing  I've  got  so  much  intellec- 
tual company  about  low-multiple,  high- 
yield  stocks.  You  can't  be  contrarian  if 
most  people  agree  with  you."  But,  of 
course,  anyone  can  call  himself  a  "con- 
trarian. "  Like  any  approach  to  the  stock 
market,  one's  success  depends  on  the 
skill  with  which  it  is  executed  rather  than 
on  the  theorv  itself.  ■ 
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How  to  invest  for  high  income. 

)nce  you  decide  to  invest  for  either  high  income  or  high  tax-free  income, 
the  next  step  is  Fidelity.  Learn  the  advantages  below 


nvestors  seeking  high  income  are 
ot  all  alike.  For  that  reason  Fidelity 
ffers  two  high  income  funds: 

Fidelity  Corporate  Bond 
und  seeks  high  cunent  income 
rom  a  portfolio  of  quality  corporate 
ibligations. 

Fidelity  Municipal  Bond 
■und  seeks  high  tax-free*  income 
rom  a  diversified  portfolio  of  high 
[uality  municipal  Donds. 

Both  are  under  continuous 
irofessional  management  and  have 
10  sales  charge  or  withdrawal 
ienalty. 

Selecting  your  fund. 

The  choice  of  which  fund 
o  invest  in  depends  primarily  on 
our  tax  bracket. 


If  your  joint 

taxable 
income*  is: 

'Your  income 
tax  bracket 

T  14  is: 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of  : 

20- 24.000 

32% 

7.J4%  8.82% 

(36-40,000 

45% 

9.09%  10.91%, 

(64-76,000 

55% 

11.11%  13.3}% 

>100- 120,000 

62% 

13.16%  15.79% 

There  can,  of  course,  be  no  guarantee  that  Fidelity  Municipal  Bond 
Fund  will  achieve  any  particular  lax  exempt  yield  While  a  substantial 
portion  ot  the  income  will  be  exempt  from  Federal  income  taxes,  por- 
tions of  such  distributions  may  be  subiect  to  some  state  or  local  taxes. 

If  your  taxable  income 
xceeds  $20,000,  Fidelity  Municipal 
tand  Fund  is  probably  better  for 
ou.  Our  chart  indicates  just  how 
nuch  you  would  have  to  earn  from 


P.O. Box 832, Dept.  FF7IOI5 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other  charges 
and  expenses,  please  write  or  call  far  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


AIXWEvS 


T  STATE  ZIP 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


a  taxable  investment  to  match  a 
tax-free  return. 

Those  purchasing  individ- 
ual municipal  bonds  will  also  find 
The  Fund  attractive.  It  offers  the 
largest  single  portfolio  of  its  kind  for 
greater  diversification  and  your 
greater  assurance. 

If  income  taxes  are  not  a 
major  consideration  you'll  find  our 
Corporate  Bond  Fund  attractive. 
The  Fund  is  designed  for  those  in 
lower  tax  brackets  and  those  cur- 
rently buying  individual  corporate 
bonds.  Our  portfolio  is  far  in  excess 
of  what  the  individual  could  amass, 
thereby  providing  more  protection 
through  diversification. 

Fidelity  Corporate  Bond 
Fund  will  also  be  of  interest  to  those 
contributing  to  retirement  plans 
such  as  Keogh  or  IRA.  The  law  per- 
mits you  to  defer  taxes  on  your  earn- 
ings until  such  time  as  you  retire  and 
enter  a  lower  tax  bracket. 

Fidelity  will  help  to  transfer 
your  current  plan  to  ours. 

Looking  at  management. 

Whichever  Fund  best  meets 
your  needs,  be  confident  that  you've 
chosen  well.  Both  of 
these  investments  are 
under  our  continuous 
professional  management. 
The  tasks  of  selecting  and 
monitoring  the  portfolio  . 
are  in  experienced  hands. 

Also,  keep  in  mind  that  the 
management  fee  for  both  Funds  is  a 
reasonable  4/10  of  1  %  of  The  Fund's 


Fidelity  Municipal  Bond  Fund 
offers  these  benefits: 


1 .  No  sales  charge  or  redemption  fee. 

2.  Daily  liquidity. 

3.  Continuous  management. 
4-  Low  management  fees. 

5.  Daily  tax-free  income. 

6.  Tax-free  compounding  of  income. 

7.  Diversification. 

8.  Daily  price  quotations. 

9.  Complete  record-keeping  assistance. 

10.  No  coupons  to  clip. 

1 1 .  Telephone  withdrawal  and  exchange 
privileges. 

1 2.  An  established  portfolio. 


net  assets.  You'll  want  to  compare  it 
with  our  competitor's  charges. 

You  needn't  worry  about 
coupon  clipping  or  record  keeping 
either.  Fidelity  carcies  out  both  of 
these  details  and  more.  See  our  bene- 
fits outlined  elsewhere  in  this  ad. 


Fidelity  Corporate  Bond  Fund 
offers  these  benefits: 


1.  No  sales  charge  or  withdrawal 
penalties. 

2.  Diversification  of  investment. 

3.  Daily  liquidity. 

4.  Monthly  or  quarterly  income. 

5.  Preservation  of  capital. 

6.  Full-time  professional  management. 

7.  Low  management  fee. 

8.  Complete  record-keeping  assistance. 

9.  No  coupons  to  clip. 

10.  Daily  price  quotations. 

1 1 .  Telephone  withdrawal  and  exchange 
privileges. 

12.  An  established  portfolio. 


How  to  learn  more. 

We  suggest  you  review  your 
present  needs  and  then  learn  more. 
Clip  the  coupon  below  that  applies 
to  The  Fund  best  suited  to  you  or  call 
toll-free.  Our  staff  will  happily  discuss 
your  goals  and  the  Fidelity  high  in- 
come fund  that  meets  them. 

Call  Ree(800) 225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


P.O.  Box  832, Dept.  FF7IOI5 

82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


ADDRESS 

TtTy  STATE  ZlF 

Retirement  Plan  injarmaaon  Keogh. D  IRA  Q  40iB  l3 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 
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Bonds: 

False  Security 


By  John  Train 


I 


n  the  past  couple  of  years  a  lot  of 
money  has  deserted  the  stock  market  in 
favor  of  the  bond  market.  As  a  temporary 
tactic  this  makes  some  sense;  as  a  long- 
term  strategy  it  won't  work. 

In  an  inflationary  environment,  bond 
interest  is  really  a  taxable  return  of  cap- 
ital, not  spendable  income  in  the  old 
sense.  The  value  of  a  bond  in  real  terms 
goes  down  faster  than  the  income  ar- 
rives, so  if  you  spend  that  money  you  are 
really  invading  principal. 

The  old  fiduciary  principle  that  the 
income  beneficiary  got  the  milk  and  the 
remainderman  got  the  cow  is  economi- 
cally naive  in  a  time  when  inflation 
shrinks  the  cow  by  an  amount  equal  to 
the  milk  withdrawn,  or,  to  put  it  differ- 
ently, when  the  cow  is  slowly  dying. 

Suppose  that  in  1952  you  were  20 
years  old  and  had  a  capital  of  8200,000 
that  you  invested  in  25-year  bonds  due 
in  1977.  You  spent  the  "income. 

You  collect  your  principal  of  $200,000 
in  1977.  The  money  today  buys  less  than 
half  what  it  did  in  1952.  College  tuition 
has  tripled,  and  subway  fares,  rent  and 
restaurant  bills  have  risen  even  more. 
You  can  now  reinvest  your  capital  at 
generous  rates,  but  the  extra  interest 
will  put  you  in  a  far  higher  tax  bracket. 
You  have  lost  ground  financially. 

Meanwhile,  inflation  continues.  If  you 
buy  25-year  bonds,  you  face  the  likeli- 
hood that  by  the  year  2002,  when  you 
are  70  years  old  and  need  the  money, 
your  aftertax  income  in  real  terms  will 
again  shrink  by  one-half. 

For  various  reasons,  interest  on  secure 
corporate  bonds  in  an  inflationary  situa- 
tion is  rarely  as  high  as  the  rate  of  infla- 
tion. So  if  you  reinvest  all  your  bond 
income,  not  spending  a  penny,  you  are 
still  not  preserving  your  capital  in  real 
terms,  and,  of  course,  taxes  make  things 

John  Train  is  president  of  Train.  Smith  Coun- 
sel, Sen:  York,  and  the  author  of  Dance  of  the 
Money  Bees. 


worse.  Suppose  you  have  an  89c  fc 
and  after  taxes  you  are  left  with 
which  you  reinvest.  In  the  meanwl 
inflation  has  reduced  the  real  valu< 
your  bond  by  7%,  say,  so  you  are  al 
2%  worse  off  at  the  end  of  each 
even  though  you  haven't  spent  a  pen 

Going  into  tax-exempts  is  no  ans 
because  the  interest  on  high-qu; 
long-term  municipals  is  lower  than 
rate  of  inflation. 

So  if  you  spend  bond  "income," 
are  not  only  eating  the  fruit  off  the 
but  consuming  the  tree  itself  for 
wood.  In  due  course,  there  will  be 
ther  tree  nor  fruit. 

The  best  reason  for  the  average 
able  investor  to  own  bonds  today  is 
temporary  haven  when  stocks  are  fall 
in  a  bear  market,  or  as  reserves  to  em 
him  to  take  advantage  of  bargains 
may  appear  from  time  to  time,  or  ; 
speculation  on  lower  interest  rates. 

Gold  bullion  provides  a  solution 
sorts.  There  is  no  income,  but  over 
very  long  term  it  should  irregularly 
fleet  inflation,  so  you  should  prese 
capital.  What  y  ou  spend  is  coming  ou 
principal,  but  at  least  you  aren't  kidc 
yourself.  Raw  land  carefully  bought 
similar  characteristics,   but  is  illiqi 
while  art,  gems  and  "collectibles 
grossly  overpromoted  today   and  a 
work  for  most  investors  anyway. 

In  order  to  maintain  capital  in  i 
terms  and  have  something  to  live  on,  < 
must  find  an  investment  that  rises  as 
as  inflation  and  produces  income. 

Common  stocks  have  historically  sa 
fied  these  criteria.  Their  dividends,  he 
ever,  are  arbitrary.  Some  companies 
invest  what  they  earn  for  growth;  oth 
pay  it  out  at  the  expense  of  growth.  1 
dividends,  therefore,  may  be  more 
less  than  it  is,  in  fact,  prudent  to  spei 

If  the  earnings  of  the  stock  do  not  i 
as  fast  as  inflation,  then  over  time 
stock's  value  will  decline  in  real  ten 
like  a  bond,  so  once  again  you  will 
eating  into  capital  if  you  spend  all 
dividends. 

For  instance,  over  the  past  15  ye 
the  dividends  of  U.S.  Steel  and  du  F 
have  not  risen.  If  you  lived  off  y< 
dividend  "income  as  it  came  in.  y  ou 
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at  best  receiving  only  about  half,  in 
enns,  of  what  you  got  15  years  ago. 
tocks  are  selling  for  about  half  what 
Dnce  did,  in  today's  dollars,  or  one- 
n  in  real  terms.  Those  dividends 
d  not  have  been  considered  spend- 
ncome. 

e  most  desirable  stocks,  on  the  oth- 
nd,  often  pay  a  relatively  small  divi- 
but  have  high  reinvested  earnings, 
dividends  and  market  value  should 
over  the  long  term  faster  than  infla- 
In  such  a  case  the  income  is  authen- 
nd  one  can  spend  it. 
W,  at  today's  prices,  is  such  a  stock, 
aids  just  under  4% — only  one  per- 
ge  point  less  than  du  Pont — but  has 
torical  growth  rate  of  about  15%, 

.  The  best  reason  for 
investor  to  own  bonds  is 
temporary  haven  when 
ks  are  falling  . . ." 

should  have  a  sustainable  growth 
n  the  future  of  a  good  10%. 
>re  important,  perhaps,  over  the 
5  years  IBM's  dividends  have  been 
1  every  year  without  exception, 
less  than  $1  then  to  $10  now.  So 
eally  are  keeping  up  with  inflation, 
aver  the  stock  does  in  the  market, 
reasonable  strategy  might  be  to 
1  about  3%  or  4%  a  year  of  your 
il,  less  actual  taxes  paid,  regardless 
e  actual  yield,  if  you  are  largely 
ted  in  stocks  with  intrinsically  infla- 
esistant  qualities,  and  if  the  market 
reasonable  levels.  If  the  market  is 
in  price/earnings  terms,  then  one 
d  use  a  lower  percentage, 
e  should,  of  course,  always  keep  a 
I  reserve,  but  the  realistic  course  is 
nvest  all  or  most  of  the  interest,  not 
:nd  it. 

lat  if  inflation  eases?  Won't  bonds 
ne  a  good  investment  then?  Yes, 
;st  rates  will  fall,  which  will  make 
ligher  rates  available  on  existing 
>  more  valuable.  However,  today  s 
bond  yields  have  pulled  money  out 
ocks  and  thus  depressed  stock 
;.  With  lower  bond  yields,  stocks 
d  go  up  more  than  bonds  do. 
n't  be  lulled  by  high  interest  rates 
hinking  bonds  are  a  good  long-term 
:ment.  They  are  not.  If  the  eco- 
:  or  market  situation  deteriorates 
bear  market  ensues,  then  Treasury 
or  the  equivalent  are  the  correct 
i — but  only  temporarily.  ■ 


Jen  the  going  ^0^^  V<  - 

the  Tough  get  going  in  the  Commodities  Market! 


MACRO  Says  ... 

When  you  face  a  dormant  market  you 
look  for  an  active  one.  Look  at  com- 
modities, where  the  action  is! 

•  Dollar  volume  is  over  twice  the  size 
of  the  stock  market! 

•  Much  faster  action  . . .  much  greater 
leverage! 

•  MACRO  brings  you  commodities 
experience  .  .  .  It  counts! 


MACRO  trades  only  in  commodities. ..the  market  it  knows! 

Get  the  whole  story  from: 
John  L.  Kneeland,  Commodities  Specialist 

■nc 

1 15  Broadway,  N.  Y.,  NY.  10006 
,800-221-4234  In  New  York  City  285-0352 


MEMBERS:  NEW  YORK  COFFEE  AND  SUGAR  EXCHANGE,  INC.,  NEW  YORK  COTTON  EXCHANGE,  NEW  YORK 
MERCANTILE  EXCHANGE,  NEW  YORK  COCOA  EXCHANGE,  INC:,  COMMODITY  EXCHANGE,  INC.,  INTERNATIONAL 
COMMODITIES  CLEARING  HOUSE  LIMITED,  THE  UNrTED  TERMINAL  SUGAR  MARKET  ASSOCIATION,  THE  COFFEE 
.  TERMINAL  MARKET  ASSOCIATION  OF  LONDON,  THE  LONDON  COCOA  TERMINAL  MARKET  ASSOCIATION 


Any  media  buyer  reading 
Dun's  Review  earns  too  much 
to  still  be  buying  media. 

If  he  qualifies  for  Dun's  Review,  he's  not  only,  earning 
the  salary  of  a  top  corporate  executive,  he  is  one. 

To  qualify  you  must  be  a  Chairman,  President,  Vice- 
President  or  top-level  manager  of  a  company  with  a  net  worth 
of  $l-million  or  more. 

And  only  43,987  of  America's  4,548,000  companies 
— only  1% — can  boast  such  a 
figure.  Yet  that  l°7o  accounts  for 
66%  of  the  nation's  sales  volume. 

Dun's  Review  lets  you  talk  to 
the  leaders  of  that  prestigious  1  °7o . 
Without  paying  a  fortune  for  it. 

So  use  Dun's  Review.  This 
kind  of  discerning  judgment 
could  help  you  rise  from  buyer 
to  subscriber. 


For  Clout  with  leaders,  not  followers. 
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*  EASTMAN  KODAK  COMPANY    8 

Agency:  J.  Walter  Thompson  Company 

FARRELL  LINES 

INCORPORATED    151 

Agency:  Wilson,  Haight  &  Welch,  Inc. 


FIDELITY  GROUP    II 

Agency:  Quinn  &  Johnson,  Inc. 

★  THE  FIRST  NATIONAL  BANK 
OF  BOSTON    15 

Agency:  Humphrey  Browning  MacDougall 
Inc. 

★  THE  FIRST  NATIONAL  BANK 
OF  CHICAGO    128-K 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 

FORD  THUNDERBIRD    20-J 

Agency:  J.  Walter  Thompson  Company 

GENERAL  CIGAR  &  TOBACCO  CO./ 
DIVISION  OF  CULBRO 
CORPORATION   

Agency:  Ogilvy  &  Mather  Inc. 

GENERAL  MOTORS  CORPORATION 
CADILLAC  MOTOR  CAR 
DIVISION    92-S 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

GENERAL  MOTORS  CORPORATION 
OLDSMOBILE  DIVISION    A 

Agency:  Leo  Burnett  Company  of 
Michigan,  Inc. 

GENERAL  WINE  &  SPIRITS  CO. 
CHIVAS  REGAL   

Agency:  Doyle  Dane  Bernbach  Inc. 

□  GREAT  NORTHERN  NEKOOSA 
CORPORATION    13 

Agency:  Lord,  Geller,  Federico,  Inc. 

★  HEERY  ASSOCIATES,  INC  1 

Agency:  James  Moore  Public  Relations 

□  HERALDICA  IMPORTS,  INC  17 

Agency:  Crest  Advertising  Company 
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HEUBLEIN,  INC. 

(SMIRNOFF  SILVER  VODKA)    22 

Agency:  Tinker  Campbell-Ewald  Inc. 

E.F.  HUTTON  & 

COMPANY  INC  ,   160 

Agency:  Benton  &  Bowles,  Inc. 

INA  CORPORATION    98-99 

Agency:  Geer,  DuBois  Inc.  Advertising 

INDUSTRIAL  NATIONAL 

CORPORATION    94 

,      Agency:  Ted  Bates  &  Company, 
Inc./  Advertising 

INGERSOLL-RAND  COMPANY    38-39 

Agency:  Marsteller  Inc. 

-  INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION 
DATA  PROCESSING 

DIVISION    Second  Cover  &  1 

Agency:  Geer,  DuBois  Inc.  Advertising 

IRVING  TRUST  COMPANY    52 

Agency:  J.  Walter  Thompson  Company 

r  ITEL  CORPORATION    104-105 

Agency:  J.  Musch  &  Associates 


r  JOHNSON  CONTROLS,  INC.     . . . 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 


JOHNSON  &  HIGGINS    133 

Agency:  David,  Oksner  &  Mitchneck,  Inc. 

LIGGETT  GROUP    60-61 

Agency:  Berger  Stone  &  Ratner,  Inc. 
Advertising 

r  LOCKHEED-GEORGIA  COMPANY/ 
JetStar  II    11 

Agency:  McCann-Erickson,  Inc. 

I  LONE  STAR  INDUSTRIES    89 

Agency:  J.  Walter  Thompson  Company 


MACRO  INTERNATIONAL 
GROUP   

Agency:  Consultants  Group 
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MANUFACTURERS  HANOVER 

TRUST  COMPANY    80-81 

Agency:  Edwin  Bird  Wilson,  Inc. 

i  marsh  &  Mclennan 

INCORPORATED    118-119 

Agency:  J.  Walter  Thompson  Company 

MERRILL  LYNCH  PIERCE  FENNER  & 
SMITH  INC   170-171 

Agency:  Ogilvy  &  Mather  Inc. 

'  MIAMI  LAKES  INN  & 
COUNTRY  CLUB    174 

Agency:  Samuel  B.  Crispin  & 
Associates,  Inc. 

MIDDLE  SOUTH  UTILITIES,  INC  14 

Agency:  Cranford/Johnson/Hunt  & 
Associates 


□  MIDLAND-ROSS 

CORPORATION    155 

Agency:  Watts  Lamb  Kenyon  and  Herrick, 
Inc. 

NATIONAL  BANK  OF  NORTH 

AMERICA    101 

Agency:  Hicks  &  Greist,  Incorporated 

★  NEWSWEEK  INTERNATIONAL    157 

★  NEWSWEEK  MAGAZINE    153 

Agency:  Foote,  Cone  &  Belding 

THE  NEW  YORKER    122 

Agency:  Lord,  Geller,  Federico,  Inc. 

NORTHERN  TELECOM  LIMITED    4 

Agency:  J.  Walter  Thompson  Company 
Limited 

□  NORTHWEST  INDUSTRIES, 

INC   169 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

NOW  CIGARETTES    Third  Cover 

Agency:  Leber  Katz  Partners  Inc. 

OHIO  EDISON  COMPANY    74-75 

Agency:  The  Marschalk  Co.,  Inc. 

OLIN  CORP   106 

Agency:  Doyle  Dane  Bernbach  Inc. 

□  ORTHO-VENT  DIVISION,  INC  16 

Agency:  Brand  Edmonds  Packett 

★  OWENS-CORNING 

FIBERGLAS  CORP   70 

Agency:  Ogilvy  &  Mather  Inc. 

PAN  AMERICAN  WORLD 

AIRWAYS  INC   113 

Agency:  Carl  Ally  Inc.,  Advertising 

PENN  SQUARE  MUTUAL  FUND      ....  176 
Agency:  The  Answer  Group 

□  PEOPLES  GAS  COMPANY    173 

Agency:  Foote,  Cone  &  Belding 

PHELPS  DODGE 

INDUSTRIES,  INC  124-125 

Agency:  Compton  Advertising,  Inc. 

★  PITNEY  BOWES    77 

Agency:  deGarmo  Inc.  Advertising 

ROWE  PRICE  TAX-FREE 

INCOME  FUND    176 

Agency:  Richardson,  Myers  &  Donofrio, 
Inc. 

PROVIDENT  MUTUAL  LIFE 
INSURANCE  COMPANY  OF 
PHILADELPHIA    73 

Agency:  Gray  &  Rogers,  Inc. 

★  RYDER  SYSTEM,  INC   5 

Agency:  Mike  Sloan,  Inc. 

SAFECO  Insurance  Company 

of  America    141 

Agency:  Cole  &  Weber,  Inc. 


*  SAXON  BUSINESS  PRODUCTS, 

INC   37 

Agency:  Mandabach  &  Simms,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  CROWN  ROYAL)    67 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  V.O.)    49 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 

SOURCE  SECURITIES 

CORPORATION    175 

Agency:  Pine  Street  Marketing  Services,  Inc. 

SOUTHERN  RAILWAY 

SYSTEM    142-143 

Agency:  Cunningham  &  Walsh  Inc. 

SPERRY  RAND  CORPORATION    ..  134-135 

Agency:  Young  &  Rubicam  International 
Inc. 

□  TENNECO  INC   148-149 

Agency:  Bozell  &  Jacobs,  Inc. 

□  TEXTRON  INC   139 

Agency:  J.  Walter  Thompson  Company 

*  TIME  INTERNATIONAL    108 

TRANSWAY  INTERNATIONAL 
CORPORATION    27 

Agency:  Lefkowith  Inc. 

*  U.S.  POSTAL  SERVICE 

(PRESORT)    109 

Agency:  Young  &  Rubicam  International 
Inc. 

□  UNION  CAMP  CORPORATION      ....  50-51 

Agency:  Sherwood  &  James  Advertising,  Inc. 

UNITED  BUSINESS 

SERVICE  CO.,  INC   177-178-179 

Agency:  Silton/Turner  Inc. 

UNITED  TECHNOLOGIES 

CORPORATION    103 

Agency:  Marsteller  Inc. 

THE  VALUE  LINE 

INVESTMENT  SURVEY    165 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

VANTAGE    6 

Agency:  Leber  Katz  Partners  Inc. 

WARWICK  MUNICIPAL  BOND 

FUND    163 

Agency:  Morris  Associates,  Inc. 

*  WELLS  FARGO  BANK    145 

Agency:  McCann-Erickson,  Inc. 

WESTINGHOUSE  ELECTRIC 

CORPORATION    68-69 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

*  WHEELS,  INC   13 

Agency:  Marvin  H.  Frank  &  Company,  Inc. 

□  WHITE  CONSOLIDATED 

INDUSTRIES,  INC   82 

Agency:  Dix  &  Eaton  Inc. 

XEROX  CORPORATION    55-58-57 

Agency:  Needham,  Harper  &  Steers,  Inc. 
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on  the 

I  nOUghtS  . . .  Business  of  Life 


To  believe  a  business  impossible 
is  the  way  to  make  it  so 
How  many  feasible  projeets  have 
miscarried  through  despondency, 
and  been  strangled  in  their  birth 
by  a  cowardly  imagination. 
Jeremy  Collier 


All  ideas  share  one  thing 
in  common;  they  need  to  be 
considered  and  tried. 
Frank  Tyger 


A  fanatic  rs  a  man  that  does 
what  he  thinks  the  Lord  would 
if  He  knew  all  the  facts. 
Finley  Peter  Dunne 


To  most  people  nothing  is 
more  troublesome  than 
the  effort  of  thinking. 
James  Bryce 


Intelligence  is  the  effort 

to  do  the  best  you  can  at  your 

particular  job;  the  quality 

that  gives  dignity  to  that  job, 

whether  it  happens  to  be  scrubbing 

a  floor,  or  running  a  corporation. 

J.C.  Penney 


A  bright  day  is  easily 
clouded  by  a  murky  mind. 
Charles  B.  Sogers 


The  first  step  in  handling 
anything  is  gaining  the 
ability  to  face  it. 
L.  Bon  Hubrard 


No  plan  is  worth  a  damn 
unless  somebody  makes  it  work. 
William  Feather 


As  a  general  rule,  Providence 
seldom  vouchsafes  to  mortals  any 
more  than  just  that  degree  of 
encouragement  which  suffices 
to  keep  them  at  a  reasonably  full 
exertion  of  their  powers. 
Nathaniel  Hawthorne 


Unless  you  know 

where  you  are  going, 

any  road  will  take  you  there. 

Theodore  Levitt 


Any  refusal  to  recognize  reality, 
for  any  reason  whatever,  has 
disastrous  consequences.  There  are 
no  evil  thoughts  except  one: 
the  refusal  to  think.  Don't  ignore 
your  own  desires.  .  .  .  Don't  sacrifice 
them.  Examine  their  cause.  There 
is  a  limit  to  how  much  you  should 
have  to  bear. 
Ayn  Band 


No  wind  favors  him 

who  has  no  destined  port. 

Michel  de  Montaigne 


First  make  sure  that  what 

you  aspire  to  accomplish  is  worth 

accomplishing,  and  then  throw 

your  whole  vitality  into  it. 

"What's  worth  doing  is  worth 

doing  well."  And  to  do  anything 

well,  whether  it  be  typing 

a  letter  or  drawing  up  an 

agreement  involving  millions, 

we  must  give  not  only  our  hands 

to  the  doing  of  it,  but  our  brains, 

our  enthusiasm,  the  best — all — 

that  is  in  us.  The  task  to 

which  you  dedicate  yourself  can  never 

become  a  drudgery. 

B.C.  Forbes 


The  greatest  joy  of  a  thinking 
man  is  to  have  searched  the 
explored  and  to  quietly 
revere  the  unexplored. 
Goethe 


We  Athenians  .  .  .  instead 

of  looking  on  discussion  as 

a  stumbling  block  in  the  way 

of  action,  think  of  it  as 

an  indispensable  preliminary 

to  any  wise  action  at  all. 

Pericles 


Thought  works  in  silence; 
so  does  virtue.  One  might 
erect  statues  to  silence. 
Thomas  Carlyle 


In  questions  of  science,  the 
authority  of  a  thousand  is  not 
worth  the  humble  reasoning  of 
a  single  individual. 
Galileo  Galilei 


Having  once  found 

the  intensity  of  art, 

nothing  else  that  can  happen 

in  life  can  ever  again  seem  as 

important  as  the  creative  process. 

F.  Scott  Fitzgerald 


More  than  3,000  "Thoughts,''  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  #9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.,  10011.  Add  ap- 
propriate sales  tax  on  New  York 
St nte  orders. 


A  Text . . . 


Sent  in  by  John  M.  Farrell,  Wellesley  Hills. 
Mass  What's  your  favorite  text?  The  Forbes 
Serapbook  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Now  we  exhort  you,   brethren,  warn 
them  tlxat  are  unruly,  comfort  the  feeble- 
minded, support  the  weak,  he  patient 
toward  all  men. 
I  Thessalonians  5:14 
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At  IVIAI  we're  growing 
t  the  way  we  want  to  grow 


With 
everything  v 
under  control. 


At  MAI  we  tafce  the  position  that  growth  merely  for 
its  own  sake  is  imprudent. 

Especially  for  a  company  in  the  data  processing 
industry. 

To  serve  the  interests  of  our  shareholders,  growth 
must  produce  profits. 

Which  is  why  we're  so  careful  to  match  our 
ever-increasing  capability  for  develop-  i 
ing  products  with  the  capabilities  for  t|o  v 

controlling  those  products  from  de- 
sign  to  sale.  And  for  providing  the  ^--^ 
services  to  support  and  maintain  them. 

Of  course  we  want  to  reach  out.  To  grow.  ^ 
But  we  want  to  retain  our  balance.  Not  fall  over. 

As  for  evidence  that  our  philos-  . 
ophy  of  controlled  growth  is  ^  ^ 

working  well  for  us:  ^S^V/' 
Item.  This  year,  for  the  firsttime,  MAI  ^j^?.' 
is  included  in  Fortune  Magazine's  >'u4l| 
"1,000  Largest  U.S.  Industrial  Cor- 
porations."  We're  Number  873.  ^fr 

Item.  Datamation,  one  of  data-  ^b^SSR 

processing's  most  respected  pub-  ^Jjy^r*  , 

lications,  ranks  MAI  as  Number  19  *  jMi 
in  their  annual  listing  of  "The  Top  50 

Companies  In  The  DP  Industry."  A  ■ 

healthy  jump  indeed  over  last  year  *\ 

when  we  were  25.  ^t*l 
Item.  MAI's  operations  produced  a  *£BwKrJ2m 

20.5%  return  on  investment  and  a  13%  ~  -^*jBf! 

pre-tax  return  on  revenues  in  1977,  a  i' 

68%  compounded  earnings  growth  jmHIFv.,^: 

over  three  years  and  a  very  strong  ^j£^^f' 


3g 
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Naturally  we're  pleased  and  proud,  tfjtfr 

But  we  confess  we're  not  too  sur-  .  ^tf? 

prised.  ^Ki 

Controlled  growth. 

It  really  works. 

//  you  would  like  to  know  more  about  the  MAI 
companies  and  the  increasing  scope  of  MAI  op- 
erations in  the  U.S.  and  abroad,  send  for  our  literature. 


raw* 
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MAI 

Management  A 


Assistance  fnc.  * 


300  East  44th  Street 
New  York,  N  Y.  10017 


The  MAI  Companies:  Basle/Four  Corporation,  Genesis  One  corporations,  Sorbus  Inc.,  Vertex  Inc.  MAI  Inte 


rporation 


Those  good 
old  days 

-when  men  worked  12  hours  a  day, 
often  at  dangerous  work,  for  less  than 
their  grandsons  now  get  per  hour. 
When  mothers  washed,  ironed  and 
scrubbed  by  hand.  When  the  dread 
signs  "Diphtheria", "Typhoid", "Small- 
pox" were  tacked  on  thousands  of 
doorways.  When  pensions  were  all 
but  unknown. 

Tbday-not 
so  good? 

—  90  million  safer  jobs  at  wages  even 
your  father  would  have  thought  Utopia. 
And  business  doing  its  best  to  increase 
the  jobs  and  their  safety.  Machines  that 
do  the  toughest  housework.  Pensions 
to  care  for  you  when  you're  old.  One 
(or  more)  automobiles  for  practically 
every  family.  Universal  education  for 
everyone  who  wants  it.  A  country  able 
to  support  itself  plus  tens  of  millions  in 
the  world  outside.  A  country  where 
nobody  makes  you  work,  but  rewards 
you  when  you  do.  More  than  $200 
billion  in  people's  savings. 

Which  do  you  prefer— the  "Good  Old 
Days",  or  today's  "tough"  times? 

WARNER  &SWASEY 


BURLlNGAME 
CT  2  6  1977 
LIBRARY 
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Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

D1977  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 


Forbes  contents 


November  1,  1977,  Volume  120,  Numbei 


Features 


Cover  Story 

47    AT&T  Shifts  Gears 

It  grew  up  as  a  monopoly,  but  it's  beginning 
to  act  like  a  market-minded  competitor. 


33  Taxi  Licenses  Vs.  Exchange  Seats 

Guess  which  costs  more  in  New  York  today? 

34  The  Three-Martini  Lunch 

Is  it  just  a  politician's  myth?  Could  be. 

35  Defense:  Northrop's  Troubles 

You  might  think  they  had  ended  with  Water- 
gate, but  that  was  only  the  beginning. 

36  Companies:  Profits  From  Training  Pilots 

Albert  Ueltschi  has  made  a  bundle  at  it. 

37  Miami's  New  Latin  Money 

It  may  support  the  aging  fun  capital  better 
than  tourists  or  condominiums  ever  did. 

42    Carter  Budget:  Out  Of  This  World? 

It's  not  that  any  one  item  costs  too  much;  it's 
that  no  one  knows  what  they  will  add  up  to. 

54    Military  Unions:  Who  Needs  'Em? 

Lots  of  Europe's  soldiers  think  they  do. 

59    Consumer  Electronics:  Sharp  Gets  Sharper 

It  played  the  cut-price  game  effectively,  but 
now  it's  moving  across  the  street. 

64    The  Money  Men:  T.  Rowe  Price 

He  still  believes  in  growth,  but  don't  expect  a 
boom  in  your  lifetime. 

66    Utilities:  Houston  Lighting's  Gas  Pains 

Its  old  fuel  was  fine,  if  it  could  use  it. 

71    Sweden:  End  Of  A  Great  Experiment? 

For  the  first  time  in  decades,  it  faces  a  foun- 
dation-shaking economic  crisis. 

83    Aluminum:  Alcan's  Secret  Weapon 

Its  cheap  power  will  enable  it  to  make  the  big 
move  nearer  to  the  consumer. 

86    Statistical  Spotlight:  "Mild"  Inflation? 

Look  what  5%  will  do  to  you  a  decade  hence. 

88    Sales  Incentives:  Money  Won't  Do 

What  will  turn  the  trick  is  a  trip  to  Glamours- 
villewith  built-in  hokery. 


Page  33 


Page  34 

TIT 


91    As  I  See  It:  Coal  Gasification 

It's  going  to  take  subsidy,  warns  Eneas  Kar 

96    Puerto  Rico:  Getting  The  Money  Out 

Some  companies  will  just  have  to  pay  up. 

98    Credit  Unions:  Making  Like  Banks 

Prognosis:  more  and  more  of  the  same. 

105    Ford  Foundation:  Road  To  Disaster 

A  case  study  in  how  not  to  run  a  portfolio 

113    Chemicals:  Cyanamid  Rocks  Along 

It  usually  has  one  highly  successful  divi 
sion — and  a  bunch  of  mediocre  ones. 

116    Waking  Hertz  Up 

It  took  a  bloodbath  to  do  it,  but  the  resu 
can't  be  doubted. 


Faces  Behind  The  Figures 

118    Kelly  Johnson  (Lockheed  Corp.) 

120    Joe  Girard  (Car  Salesman) 
Etienne  Davignon  (EEC) 

122    Gen.  Olusegun  Obasanjo  (Nigeria) 
Vernon  Weaver  (SBA) 

Money  And  Investments 

125    The  Economy:  The  Inflation  Outlook 

On  the  wage  side,  it  isn't  all  that  bad. 

128    Banking:  Buying  Preferred  Stock 

The  holding  companies  learn  it  has  merit. 


Columnists 

126    Ben  Weberman  134  John  Train 

130    Lucien  O.  Hooper  136  Stanley  W.  Angrist 

132    Heinz  H.  Biel  139  Ann  C.  Brown 


Departments 

6  Side  Lines 

8  Trends 

16  Follow-through 

18  Readers  Say 


25    Fact  and  Comment 
28    Other  Comments 
144  Thoughts 


Editorial  Company  Index 


Page  142 


Page  98 


PHOTO  AND  ART  CREDITS:  Wide  World,  pp.  8,  54,  122  top;  Jonathan  Atkin,  pp.  33,  37  top;  Shig  Ikeida,  p.  34;  Jerry  Frank,  pp.  36,  50;  Ray  Fisher,  pp.  37 
bottom,  38,  39,  40,  41;  UPI,  pp.  52,  120  bottom;  Ed  Lettau,  p.  59;  Ult  Sjastedt/FPG,  pp.  71  top  and  bottom  center,  78;  Photo  Research,  p.  71  bottom  left;  ©  The 
Press  Association  Ltd.,  p.  71  bottom  right;  Sygma,  pp.  72-73;  Bettmann,  p.  85  top  right;  Culver,  p.  85  bottom;  Ken  Biggs,  p.  118;  Joe  Crachiola,  p.  120  top. 
Drawings  by  Doris  Ettlinger,  p.  35;  Abe  Echevarria,  p.  42;  George  Kanelous,  pp.  48-49;  Charles  Slackman,  p.  98.  Charts  by  Andrew  Christie,  pp.  34,  125. 

COVER  CONSULTANT:  Peter  Palazzo         PAINTING  BY:  Nicholas  Gaetano 


Forbes  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $18  one  year  U.S.A.  Copyright  ©  1977  Forbes  Inc. 


2 


FORBES,  NOVEMBER  1,  1977 


Our  4-cylmder,  32  4  horsepower  1913  Rambler  bus  provided  its  12  passengers  with  natural  air  conditioning 


When  we  began  building  buses  in  1913  our  output 
was  one  bus.  Today,  we're  one  of  America's  largest 
makers  of  city  transit  buses. 


Most  people  know  American 
otors  Corporation  for  our  cars.  Our 
icers.  Gremlins,  Matadors  and  our  ex- 
ting  new  Concords,  the  car  that  gives 
ju  the  luxury  Americans  want,  plus  the 
ze  America  needs.  And,  of  course, 
eve  also  become  famous  for  our  ex- 

USive  AMC  BUYER  PROTECTION  PLAN1: 

But  very  few  people  know  us  for 
le  other  markets  we're  in.  Even  though 
/e're  the  market  leader  in  many  of  these 
jreas.  And  have  a  lot  longer  history  in 
Itiem  than  you'd  expect. 

For  instance,  we  built  our  first 
»us  in  1913. That  year  our  output  was 
>ne  bus.  In  1976,  our  AM  General 
Corporation  overtook  GM  in  bus  deliv- 
:ries  to  public  transit  authorities  for 
he  first  time  in  our  history.  And,  as 
inyone  who  knows  anything  about  the 
idministration's  energy  program  will 
ell  you,  transit  buses  are  expected  to 
■>ecome  a  major  market  in  the  next  few 
/ears.  So,  we  look  for  an  increasing 
iemand  for  our  buses  as  the  market 
;xpands. 

We  were  history  when  Ford 

was  in  the  future. 
Whatever  the  market  is,  though, 
ve  have  every  expectation  of  getting 
jur  share  of  it.  Because 
10  one  else  in  the  U.S. 
nakes  innovative  pred- 
icts like  our  trackless 
rolley— it's  a  bus  that's 

•>  BUYER  PROTECTION  PLAN  is  reg  U  S  Pat  andlm  OK 


powered  by  overhead  wires— and  our 
new  articulated  bus  that's  made  in  two 
sections,  and  actually  bends  around 
corners. 

But,  our  early  history  wasn't 
involved  with  just  buses.  We  began  mass- 
producing  cars  back  in  1902,  one  full 
year  before  Ford,  ten  years  before 
Chevrolet  and  only  one  year  behind  the 
world's  first  mass-producer:  Oldsmo- 
bile.  In  those  days  we  were  known  as 
the  Thomas  B.  Jeffery  Company.  And  in 
our  first  year  we  sold  1500  cars. 
We've  come  a  long  way 
since  Tipperary. 

We  made  trucks  in  the  early  days, 
too.  In  1918,  France  and  England— as 
well  as  the  U.S.— were  all  using  our 
vehicles  to  help  fight  World  War  I. That 
year  we  were  the  worlds  largest  maker 
of  tactical  vehicles.  We  are  again  today. 
AM  General  makes  more  tactical  wheel- 
ed vehicles  than  Mack,  International 
Harvester,  GM,  Ford  and  Chrysler  com- 
bined. In  fact,  over  the  last  ten  years, 
we've  won  just  about  every  competitive 
bid  awarded  by  the  U.S.  for  quarter-ton, 
two-and-a-half  and  five-ton  tactical 
trucks.  And  we're  a  major  supplier  of 
tactical  vehicles  to  foreign  governments. 


Another  big  buyer  of  our  trucks  is 
the  Postal  Service.  We've  won  every  com- 
petitive bid  for  their  quarter-ton  delivery 
vehicles  since  1969.  So  most  of  your 
mail  is  delivered  by  American  Motors. 
A  four-wheel  drive  to  the  top. 
Then  there's  our  history  in  four- 
wheel-drive  vehicles.  We  were  mass- 
producing  four-wheel-drive  trucks  as  far 
back  as  1914.  Today,  our  Jeep  brand  of 
four-wheel-drive  sports  utility  vehicles  is 
the  leader  in  sales  both  here  in  the  U.S. 
and  worldwide. 

In  fact,  since  1970,  Jeep  sales 
have  grown  four-fold.  We've  had  to 
increase  production  12  times  just  to  keep 
up  with  the  demand. This  year,  we'll  sell 
over  150,000  vehicles  worldwide. 
We  re  very  attached  to  the  garden. 
Another  area  where  we  have  a 
long  history  is  our  Wheel  Horse  Prod- 
ucts division.  Wheel  Horse  marketed 
the  first  garden  and  lawn  tractors. 
Today,  Wheel  Horse  has  a  broader  line 
of  tractors  and  attachments  marketed 
under  the  Wheel  Horse  name  than  any 
other  brand  in  the  field. 

Thereyouhaveit,  a  much  better  pic- 
ture of  American  Motors  Corporation. 
So,  you  see,  in  the  coming  years, 
we're  not  only  going 
to  make  great  cars,  we're 
going  to  make  great  strides. 

American  Motors 
Corporation 


America  has 
enough  stored 
potential  energ 
to  take  us  100 
years  into 
the  future. 


Are  we  ooin 

to  wait  that 

long  to 
use  it 


If  the  presently  unusable  Uranium 

238,  leftover  from  production  of  fuel 
for  conventional  nuclear-fueled 
power  plants  which  is  now  in 
storage  at  three  U.S.  locations, 
was  reprocessed  through  breeder 
reactors,  it  alone  could  meet  the 
energy  needs  of  our  country  for 
nearly  a  century.  This  uranium  is 
available  now;  we  don't  have  to 
speculate  where  it  might  be  found 
and  not  an  acre  of  land  will  have  to 
be  disturbed  for  mining.  Using 
other  yet  unmined  uranium  in  the 
U.S.  in  breeder  reactors  would  be 
sufficient  to  supply  the  energy- 
needs  of  our  country  for  an 
additional  2,000  years.  Not  using 
these  available  energy  sources 
could  doom  our  country  to  energy 
shortages  which  are  avoidable. 

Yet  Americans  may  be  denied 

the  bountiful  potential  of  this  safe, 
clean  and  economical  source  of 
energy.  Nuclear-fueled  breeder 
reactors  will  actually  produce 


more  nuclear  fuel  than  they 
consume  while  generating 
electricity.  This  self-renewing 
fuel  supply  can  be  used  for 
additional  reactors  and  is  a  key 
part  of  our  nation's  ability  to  be 
energy  self-sufficient.  Breeder 
reactors  extract  70  times  more 
energy  from  the  same  amount 
of  uranium  than  do  conventional 
nuclear-fueled  electrical 
generating  units. 

Breeder  reactors  are  not  new 

to  the  energy  scene.  Their 
capabilities  were  recognized  as 
early  as  1945  and  the  first 
experimental  breeder  was  built  in 
1951 .  Throughout  the  development 
of  this  sophisticated  technology, 
safety  and  efficiency  have  been 
predominant  aims  with  multiple 
layers  of  operational  safeguards 
built-in.  No  one  has  ever  been 
killed  or  injured  by  radiation 
through  this  program  nor  from 
any  commercial  nuclear  plant. 


We're  using  a  conventional, 

nuclear-fueled  generation  planl 
now  to  produce  electricity,  have 
four  others  under  construction, 
and  support  the  development 
of  the  breeder  reactor  and 
reprocessing  of  used  nuclear  fu 
America  has  a  viable  source  of 
efficient,  economical  and 
abundant  fuel  for  the  future  in 
nuclear  energy. 

Middle  South  Utilities.  Makino 
energy  that  makes  sense. 

MIDDLE 
SOUTH  W 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


Now  there's  more  to 

life  insurance 
than  just  a  policy. 
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I  for  future  rrfei 


Introducing  the  only  life  insurance 
policy  that's  sold  with  a  prospectus: 
Variable  Life  Insurance.  One  of  the 
most  important  innovations  in  life 
insurance  in  the  last  sixty  years. 

Because  now  you  can  get  life- 
time coverage  with  growth  potential 
—growth  potential  through  invest- 
ments in  the  stock  market.  And  no 
matter  what  happens  in  the  stock 
market,  you  still  get  a  guaranteed 
minimum  death  benefit. 

This  new  protection  plan  is 
offered  by  Equitable  Variable  Life 
Insurance  Company— EVLICO— 
a  wholly  owned  subsidiary  of  The 
Equitable  Life  Assurance  Society 
of  the  United  States. 

Here's  how  it  works.  Funds  sup- 
porting your  policy  are  invested  in 
a  Separate  Investment  Account, 
which  is  managed  by  the  professional 


investment  staff  of  The  Equitable. 
Your  insurance  coverage  may  increase 
or  decrease  annually,  depending  on 
the  Account's  investment  results. 
But  whatever  the  performance  of 
the  Account,  your  life  insurance  can't 
fall  below  the  guaranteed  minimum. 
Your  cash  value  will  also  reflect  the 
Account's  investment  experience,  but 
there  is  no  guaranteed  minimum. 

For  more  complete  information 
about  the  Separate  Investment 
Account  and  the  policy,  including 
charges  and  expenses,  send  for  a 
prospectus  by  mailing  the  coupon,  or 
calling  toll-free:  In  New  York  City, 
Southern  Westchester  and  Western 
Nassau  County:  212-541-6730 

•  New  York  State:  800-442-5880 

•  All  other  areas:  800-223-6646. 

Head  the  prospectus  carefully 
before  you  purchase  a  policy. 

Available  only  through  EVLICO  — 

a  wholly  owned  subsidiary  of  The  Equitable. 


MAIL  TO. 


F2 


Equitable  Variable  Life  Insurance  Co., 
Marketing  Division  — T/L-43 

1285  Avenue  of  the  Americas,  New  York,  New  York  10019 
Please  send  me  more  information,  including  a  prospectus, 
on  Equitable  Variable  Life  Insurance. 

Name  


Phc 


Address. 


City_ 


.State  Zip_ 


Equitable 

VARIABLE  LIFE  INSURANCE  COMPANY 

^EVLICO  j 

©  1977  Equitable  Variable  Life  Ins  Co.,  N  Y  .  N  Y  10019  VM-065 


These  policies  are  available  only  m  those  jurisdictions  which  permit  the  sale  of  Variable  Life  Insurance. 
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Does  AT&T  Tell  IBM? 


That  AT&T  faces  increasing  compe- 
tition across  a  wide  range  of  its  ser- 
vices is  hardly  news,  either  inside  or 
outside. the  Bell  System.  What  is 
news  is  the  way  Bell  is  getting  ready 
to  meet  the  challenge — head  on.  In 
reporting  and  then  writing  the  cover 
story  in  this  issue  ("Ma  Bell  Faces 
Life,"  p.  47),  Staff  Writer  Paul  Gib- 
son and  Reporter-Researcher  Richard 
Greene  had  to  make  a  tough  evalua- 
tion: Were  the  Bell  people  simply 
paying  lip  service  to  living  in  a  more 
competitive  age?  Or  was  Ma  Bell 
really  ready  to  face  life?  After  talking 
with  dozens  of  AT&T  and  industry 


executives,  Gibson  concluded;  "The 
top  people  were,  of  course,  impres- 
sive, but  what  really  got  to  me  were 
the  second-  and  third-level  execu- 
tives I  met;  many  of  them  were  on  a 
par  with  the  executives  you  meet  at 
IBM  or  Xerox.  Not  bureaucrats. 
Competitors." 

Straw  in  the  wind;  The  last  Forbes 
cover  on  Bell  was  June  1,  1964.  That 
story  was  replete  with  details  of  new 
Bell  products  and  prospective  prod- 
ucts. Today,  by  contrast,  Bell  people 
are  tight-lipped  on  the  subject  of  new 
products.  Does  Macy  tell  Gimbel? 
Does  Bell  tell  IBM? 


Orange  Blossoms  And  Latin  Dollars 


"It  has  been  this  way  ever  since  that 
first  orange  blossom  was  sent  to  Hen- 
ry Flagler,"  said  Maurice  A.  Ferre, 
the  dynamic  young  (42)  mayor  of  Mi- 
ami, the  first  person  of  Latin  descent 


stretch  his  Florida  East  Coast  railroad 
down  to  Miami.  Mayor  Ferre's  point 
is  well  taken.  It  was  an  energetic 
outsider,  Henry  Flagler,  who  got  Mi- 
ami moving  in  the  first  place,  and  it's 


Omni:  New  "in"  spot  for  Miami's  new  outsiders— monied  Latins. 


to  hold  that  office.  The  mayor  was 
referring  to  the  episode  that  created 
modern  Miami.  Palm  Beach,  where 
the  railroad  stopped  from  the  North, 
was  shivering  in  a  freeze  in  1894;  a 
local  lady  sent  an  (unfrosted)  orange 
blossom  to  Henry  M.  Flagler,  the 
railroad  builder,  to  persuade  him  to 


outsiders  again — this  time  Latin 
American  investors — who  are  giving 
the  local  economy  a  fresh  start.  Phyl- 
lis Berman,  (herself  a  native  Florid- 
ian)  with  the  aid  of  Reporter-Re- 
searcher Sally  Hardesty,  reported 
and  wrote  the  story  "Miami  Saved 
Again"  that  begins  on  page  37. 


...And  Nobody  Stood  In  The  Doorway 


Economics  Editor  Ben  Weberman, 
just  back  from  the  semi-annual  meet- 
ing of  the  Business  Council  in  Hot 
Springs,  Va.,  contributes  this  Wom- 
en's Liberation  note:  "While  some 
135  husbands  confer,  their  ladies  nor- 
mally enjoy  such  entertainments  as 
tours  of  the  Homestead's  elaborate 
kitchens.  This  year  Kathryn  [Mrs. 
Walter]  Wriston,  spouse  of  the  Citi- 
corp chief,  walked  into  a  closed  ses- 
sion and  listened  while  Harold  Wil- 
liams, chairman  of  the  Securities  & 


Exchange  Commission,  and  attorney 
John  J.  McCloy  spoke  about  corpo- 
rate governance.  In  so  doing,  she 
handed  a  victory  to  some  of  the  more 
modern-minded  Business  Councilors 
who  have  been  trying  for  some  time 
to  break  the  sex  barriers  at  the  meet- 
ing; they  have  been  opposed  by  old- 
timers  who  think  ladies  might  ask 
frivolous  questions.  They  have  no 
worries  about  Mrs.  Wriston.  She  is  a 
former  associate  in  the  Wall  Street 
law  firm  of  Shearman  &  Sterling.  ■ 
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Ronson  Introduces 

the  Spi  romatic 

Its  new  spiral  blade  system 
puts  a  whole  new  slant  on  shaving. 


tonson  we've  totally 
igned  the  electric 
From  the  inside, 

B,  is  a  totally  d iff er- 
ade  system.  A  stain- 
teel  spiral  blade 
m  with  three  shaving 
ces.  With  each  turn, 
ave  a  fresh,  sharp 
ce  for  shaving, 
ide,  is  the  angle  head 
;n.  It  helps  you  shave  at 
re  comfortable  angle, 
ipiromatic  also  features 
)-up  Super-Trim  for  side- 
s  and  long  hairs,  and  a 
-in  micro  thin  shaving 
in. 

Ronson  Spiromatic 
is  in  a  handsomely  de- 
id  travel  storage  case, 
ve  your  shaves  a  whole 
slant.  And  you'll  get 
sr  more  comfortable 
es  in  the  process. 


jONSON 

ent  by  design... and  better  because  of  it 

Ronson  Corporation.  U  S  A  ® 


Trends 


Edited  by  JOHN  A.  CONWA 


Federal  Reserve  Chairman  Arthur  Burns 


Thoughts  Of  Chairman  Burns 

Much  as  he  would  like  it,  Federal 
Reserve  Board  Chairman  Arthur  Burns' 
chances  of  getting  a  third  four-year  term 
when  his  present  tenure  expires  in  Janu- 
ary have  to  be  rated  nil.  The  surest 
signals  come  from  Burns  himself.  With 
staff  and  visitors  alike,  he  has  become 
more  and  more  outspoken  and  simply 
does  not  act  like  someone  who  thinks  he 
will  hold  his  job  much  longer.  The  69- 
year-old  chairman  has  never  trimmed 
sail  to  win  favor  with  Jimmy  Carter  (or 
anyone  else),  and  his  criticism  of  White 
House  economics  has  become  steadily 
more  acerbic.  He  makes  no  apology  for 
the  recent  runup  in  short-term  interest 
rates,  for  instance,  even  though  this  has 
outraged  some  Administration  powers. 
And  at  his  regular  monthly  lunches  with 
the  President  and  his  top  three  economic 
advisers  (Charles  Schultze,  the  chief 
White  House  economist,  Treasury  Sec- 
retary W.  Michael  Blumenthal  and 
James  Mclntyre,  now  boss  of  the  Office 
of  Management  &  Budget),  Burns  lec- 
tures them  in  his  sternest  professorial 
style.  These  powwows  in  the  Roosevelt 
Room,  one  White  House  official  says, 
have  in  fact  become  a  "painful 
experience." 

Castro  And  The  Canal 

Just  in  time  to  pour  fresh  fuel  on  the 
controversy  over  U.S.  ratification  of  the 
new  Panama  Canal  treaties,  Fidel  Castro 
is  building  up  Cuba's  role  on  the  isth- 
mus. First,  the  Cubans  are  opening  a 
bank  in  Panama  City,  an  agency  of  the 
National  Bank  of  Cuba  and  the  Havana 
International  Bank  of  London.  To  make 


the  splash  as  noticeable  as  possible,  Ha- 
vana has  spent  $100,000  to  redecorate 
the  bank  and  will  have  its  new  ambassa- 
dor there  preside  over  the  opening  cere- 
monies. Castro  is  also  thinking  of  setting 
up  a  Cuban  warehouse  in  the  Colon  free- 
trade  zone. 

How  Money  Talks 

A  recent  hate- Washington  session  in 
Texas,  this  one  centered  on  the  new 
Department  of  Energy's  $10.5-billion 
budget,  ended  abruptly  when  one  veter- 
an oilman  drawled:  "But  don't  forget, 
about  three-quarters  of  that  is  ERDA." 
His  point  hit  home.  Through  the  Energy 
Research  &  Development  Administra- 
tion, Washington  funds  basic  research, 
pays  66%  of  the  cost  of  pilot  projects  and 
half  the  money  for  demonstration  plants, 
the  last  step  before  a  process  goes  com- 
mercial. The  $7.8  billion  allotted  to 
ERDA — almost  exactly  75%  of  the  new 
department's  funds — is  research  money 
that  private  industry  can't  or  won't  pro- 
vide. ERDA  has  ticketed  $2  billion  in 
the  current  fiscal  year  for  nuclear  work 
and  $1.4  billion  for  items  like  coal  gasifi- 
cation and  liquefaction,  areas  of  vital  in- 
terest to  oil  and  gas  companies.  With  a 
commercial  gas-from-coal  facility  at  least 
eight  years  away,  the  Washington- 
baiters  did  well  to  heed  their  fellow  Tex- 
an's quiet  crusher. 

Shore  Leave 

Even  Russia's  rugged  deep-sea  fisher- 
men, it  seems,  need  shore  leave.  Now 
tightly  restricted  in  many  of  their  favor- 
ite hunting  grounds  as  more  nations  im- 
pose 200-mile  offshore  limits,  long-range 
Soviet  trawlers  and  factory  ships  are 
working  the  distant  Antarctic,  a  trip  that 
can  easily  last  a  year.  The  200-mile  limit 
has  followed  them  even  there.  New  Zea- 


land imposed  one  in  October.  So  th< 
Russians  have  put  out  feelers  to  th< 
Auckland  government  to  grant  them  on 
shore  port  and  crew-transfer  facilities) 
The  bait:  barter  deals  for  New  Zealand' 
agricultural  products.  So  far,  New  Zea| 
land  has  given  no  answer,  and  the  Rus- 
sians are  reported  dickering  with  some  o| 
the  other  South  Sea  island  countries  thai 
border  the  Antarctic. 

Sales  Resistance 

The  French  are  having  problems  sell- 
ing their  newest  warplanes — even  to) 
themselves.  The  prototype  of  the  newi 
Mirage  2000  jet  fighter  is  ready  for  test 
flights,  but  so  far  the  only  customer  for  it; 
is  the  French  Air  Force,  which  wants 
200.  The  Mirage  4000  bomber  is  sched-j 
uled  for  test  flights  in  about  two  months, 
and  so  far  even  the  French  Air  Force 
isn't  buying. 

Bye,  Bye,  Baksheesh? 

The  hoary  custom  of  baksheesh — 
bribes — isn't  always  the  best  way  in  the 
Arab  world,  one  oil  company  executive 
has  found.  Take  getting  shipments 
through  customs.  "You  get  in  the  habit  of 
paying  bribes,"  this  man  says,  "and 
they'll  hold  up  your  stuff  every  time.  But 
if  you  make  it  a  policy  never  to  do  it, 
after  a  while  you'll  find  your  stuff  zips 
right  through."  The  operative  words  are 
"after  a  while."  He  adds:  "Of  course,  it 
may  take  you  two  or  three  months  to 
make  your  point.  But  that's  a  small  price 
to  pay  to  get  expeditious  handling  over 
the  long  pull.  " 

The  Farmer's  Friend 

A  bill  passed  by  Congress  with  little 
fanfare  last  year  is  providing  an  unex- 
pected bonanza  for  U.S.  farmers.  Fos- 
tered by  two  farm-state  Democrats,  it 
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ADVERTISEMENT 


■ 


How  to  Achieve  Total  Financial  Freedom 

Tlillionaires  Are  Not  100  Times  Smarter  Than 
/ou,  They  Just  Know  The  Wealth  Formula. 

"  . . .  more  than  100,000  people  have  discovered  that  my 
formula  will  provide  the  road  map  that  can  lead  to  total 
financial  freedom  .  .  ." 


We've  never  met  and  probably  never  will, 
DUt  I  think  we  share  a  common  interest.  That 
nterest  is  in  achieving  complete  and  total 
Inancial  freedom. 

Because  of  this  common  interest,  I  think 
we  can  be  of  great  help  to  each  other.  You  see, 
a  little  over  twelve  months  ago  my  net  worth 
reached  the  magic  million  dollar  mark,  and 
it  only  took  me  48  months  to  achieve  that. 

That  might  not  impress  you,  but  if  you  had 
seen  me  just  a  few  years  ago,  you  might  won- 
der how  I  did  it.  I  lived  in  Denver  then,  in  a 
cramped,  tumbled  down  house  at  2545  South 
High  Street.  My  wife  was  expecting  our  sec- 
ond child  and  we  were  so  broke  we  had  to 
borrow  $150.00  from  a  relative  just  to  buy 
food  and  pay  the  rent. 

By  the  way,  I  know  I  didn't  make  a  million 
dollars  because  of  my  superior  intellect  —  I 
barely  got  through  Ames  High  School 
(Ames,  Iowa)  with  a  C  average.  I  did  a  little 
better  later  on  but  I  soon  realized  that  a 
salaried  job  was  not  the  way  to  become  finan- 
cially free.  If  you'll  stop  and  think,  you'll 
realize  that  millionaires  do  not  work  10,  20, 
or  50  times  harder  or  longer  than  you. 

Now,  how  can  we  help  each  other?  I  am 
willing  to  share  everything  I  have  learned 
and  know  that  would  help  and  guide  you  to 
achieve  your  own  financial  freedom  and  in- 
dependence. But  the  only  way  I  would  ever 
give  you  my  secrets,  methods  and  formulas  is 
if  I  benefit  also. 

You  will  find  when  you  reach  your  ulti- 
mate financial  goals,  you  really  don't  want  to 
stop  there  but  you  are  motivated  to  go  on  and 
make  more. 

It  seems  that  most  people  who  are  charg- 
ing for  financial  advice  have  studied  how  to 
"do  it"  but  have  never  actually  "done  it" 
themselves. 

You  will  find  as  you  read  my  formulas, 
that  since  I  have  actually  achieved  total  fi- 
nancial freedom  myself,  that  you  will  receive 
from  me  more  than  just  the  motivation  to 
achieve  your  own  financial  independence, 
but  a  workable  step  by  step  plan  to  actually 
do  it. 

You  may  have  seen  part  of  my  formulas 
described  in  various  publications,  such  as 
Nations  Business,  and  the  Wall  Street  Jour- 
nal. This  work  is  entitled  How  To  Wake  Up 
The  Financial  Genuis  Inside  You.  The 
various  formulas  contained  in  the  volume 
will  show  you  exactly  how  you  can  do  each  of 
the  following: 

■  buy  income  properties  for  as  little  as 
$100  down. 

■  begin  without  any  cash. 

■  put  $10,000  cash  and  more  in  your 
pocket  each  time  you  buy  ( without  sel- 
ling property) 

■  compound  your  assets  at  100%'  yearly. 

■  legally  avoid  paying  federal  or  state 
income  taxes. 

■  buy  bargains  at  one-half  the  market 
value. 


If  you  apply  these  formulas  and  methods 
you  will  find  in  a  very  short  time,  you  will  be 
able  to  spend  three  weeks  out  of  every  month 
doing  anything  you  care  to  do. 

I  think,  at  that  time,  you  will  find  as  I 
have,  that  spending  several  weeks  on  the 
beaches  of  Hawaii,  or  on  the  ski  slopes  of 
Colorado,  or  just  sightseeing  in  Europe,  or 
any  other  place  in  the  world,  you  begin  to 
understand  what  real  freedom  is  all  about. 

Most  people  think  that  it  would  be  im- 
possible to  do  some  of  the  things  listed  above. 
For  example,  to  buy  a  property,  and  at  the 
same  time  put  $  10,000  (or  more)  cash  in  your 
pocket  without  selling  the  property,  or  to  buy 
a  property  with  little  or  no  cash  down. 

Believe  me,  it  is  possible  and  fairly  simple. 
This  is  exactly  how  most  wealthy  people  ac- 
tually do  make  10,  20,  or  50  times  more 
money  than  you  do. 

These  formulas  of  mine  do  not  have  to  be 
used  with  income  properties  only.  They  ac- 
tually can  be  applied  to  virtually  any  asset. 

While  I  was  struggling  on  making  my  first 
million,  I  often  thought  how  nice  it  would  be 
to  have  the  personal  advice  and  counsel  from 
someone  like  Howard  Hughes  or  J.  Paul 
Getty. 

What  would  I  have  been  willing  to  pay  for 
this  service?  I  can  tell  you  one  thing  for  sure, 
it  would  have  been  a  lot  more  than  the  $  12.00 
that  I'm  going  to  ask  you  to  invest  in  your 
financial  future. 

What  will  this  $12.00  actually  do  for  you? 
It  will  give  you  a  complete  step-by-step  plan 
that  you  can  follow  to  become  totally  and 
completely  financially  independent. 

Please  try  to  understand  my  dilemma.  I'm 
not  a  New  York  advertising  agency,  with  all 
their  professional  skill  and  manpower  to 
write  a  powerful  and  persuasive  ad  to  con- 
vince you  that  I  can  make  you  financially 
independent.  I  am  just  somebody  who  has 
actually  "done  it",  and  can  really  show  you 
how  to  "do  it". 

What  would  you  do,  if  you  were  in  my 
shoes.  You  have  in  excess  of  $1,000,000  net 
worth,  you  have  a  desire  to  share  your  for- 
mula with  others,  because  you  not  only  have 
a  simple,  honest  and  workable  method 
whereby  others  too  can  enjoy  the  riches  of 
this  land,  but  you  also  want  to  benefit  and 
make  money  from  sharing  this  information, 
so  you  can  continue  to  grow  financially. 

I  think  you  might  do  what  I'm  doing  — 
that  is  to  write  a  simple  open  letter  to  the 
type  of  people  who  share  similiar  goals  as 
mine  asking  them  to  try  the  formulas  for 
themselves,  to  see  if  they  work  as  well  as  the 
claims  described.  Because,  I  know,  as  you 
would  know  if  you  were  in  my  shoes,  that  if  I 
can  just  convince  you  to  test  my  formulas  and 
methods,  you  will  see  for  yourself  that  they 
will  work  as  easily  for  you  as  they  did  for  me. 

It's  really  quite  frustrating  to  have  some- 
thing so  valuable  as  I  know  I  have,  but  lack 
the  skill  to  convince  people  to  try  it  for  them- 


Mark  O.  Haroldsen  spent  4  years 
perfecting  a  "wealth  formula"  and 
became  a  millionaire  in  the  pro- 
cess. 

selves.  I  hope  by  my  simple,  direct  approach, 
I  can  convince  you  to  try  my  formulas. 

It  seems  the  majority  of  the  people  in  our 
rich  country  lose,  not  because  they  lack  in- 
telligence, or  even  willpower,  but  because  of 
procrastination,  or  lack  of  action  —  please 
don't  be  like  the  masses.  Make  a  decision 
while  you  have  this  paper  in  your  hands. 
Make  a  decision  now  to  either  act  now  and 
send  for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to  sub- 
scribe, do  it  now,  not  later.  Otherwise,  you 
may  lose,  just  by  default. 

To  order,  simply  take  any  size  paper,  write 
the  words  "Financial  Freedom,"  and  send  it 
along  with  a  check  for  $12.00  to  Mark  O. 
Haroldsen,  Inc.,  Dept. E-881, Tudor  Mansion 
Bldg.,  4751  South  Holladay  Blvd.,  Salt  Lake 
City,  Utah  84117. 

If  you  send  for  my  materials  now,  I  will 
also  send  you  documents  that  will  show  you 
precisely  how  you  can  easily  borrow  from 
$20,000  to  $200,000  at  2%  above  the  prime 
rate  using  just  your  signature  as  collateral. 

Mark  O.  Haroldsen 

P.S.  If  you  are  still  somewhat  skeptical,  and 
believe  me,  what  I  started  out  I  certainly 
was,  because  of  the  many  people  in  the  world 
trying  to  deceive  others.  I  would  encourage 
you  to  postdate  your  check  by  30  days,  and  I 
promise  and  guarantee  that  it  will  not  be 
deposited  for  at  least  those  30  days,  and  if  for 
any  reason  you  do  not  think  that  what  I  have 
sent  you  lives  up,  in  every  aspect  to  what  I 
told  you  in  this  letter,  send  the  material 
back,  and  I  will  quickly,  without  question, 
refund  your  money  and  send  back  your  own 
uncashed  check  or  money  order.  Also,  if  you 
would  like  to  check  a  few  of  my  references,  I 
have  listed  some  below. 

Tracy  Collins  Bank  &  Trust,  107  South 
Main,  Salt  Lake  City,  Utah  Attn.:  Beverly 
Smith,  Manager. 

Charles  Huber,  C.P.A.,  1850  Beneficial 
Life  Towers,  Salt  Lake  City,  Utah  801-531- 
8286. 
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V-UNE 

CLOTHES. 

V-Line  makes  extraordinary  clothing  for  men 
who  wear  out-of-the-ordinary  sizes. 

V-Line  is  also  a  member  of  the  After  Six 
family  of  fine  brands.  And  fact  one  and  fact 
two  are  very  closely  related. 

You  see,  V-Line  is  the  beneficiary  of 
After  Six's  total  involvement  in  all  aspects 
of  men's  fashions.  That's  why,  no  matter 
how  big  a  man  you  are,  you  still  get  a  big 
choice  of  today's  most  current  styles  and 
fabrics  and  colors. 

What's  more,  you're  never  considered 
a  captive  audience  that  has  to  settle  for 
anything  it  can  get.  V-Line  tailoring, 
quality-controls  and  value  all  reflect 
the  After  Six  heritage  of  integrity. 

A  good  illustration:  the  "Philip"  three- 
piece  suit  of  glen  plaid  worsted  blend  with 
soft  shoulders,  the  effect  of  trim  shaping 
at  the  waist  and  slightly  slanted  pockets. 
Available  at  fine  stores  everywhere  or 
for  the  name  of  one  near  you,  write  to 
22nd  &  Market  Streets, 
Philadelphia,  Pa.  19103. 

PART  OF  THE 
AFTER  SIX 
FAMILY. 

V  LINE  CLOTHES/A  DIVISION  OF  AFTER  SIX  INC 
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SHEEPSKIN  THAT 
LASTS  FOREVER 

Precisely  reproduced  on  satin- 
finish  stainless  steel,  a  college 
diploma,  a  certificate,  photo- 
graph or  any  other  document 
will  last  virtually  forever. 
Lettering  and  illustrations  are 
fused  to  the  solid  stainless 
steel  .  .  .  impervious  to  mois- 
ture, aging,  and  sunlight.  A 
quick  wipe  with  a  damp  cloth 
maintains  its  elegant  luster. 
For  our  other  distinctive,  en- 
during gift  ideas,  see  your 
jeweler  or  stationer,  or  write 
for  descriptive  pamphlet. 

THE  MASSILLON  PLAQUE  CO. 

DEPT.  F-117,  630  N.  ERIE  ST., 
MASSILLON.  OHIO  44646 

TELEPHONE  (216)  833-8541 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


- 


.J 


allows  the  Small  Business  Administra 
tion  to  make  loans  to  farmers.  This  is  ii 
addition    to   subsidized   loans  ahead' 
available  from  the  Department  of  Agri 
culture.  The  backers  argued  the  chang 
would  cost  nothing.  This  year,  however 
it  will  cost  about  $1.2  billion  and  doubli 
SBA's  budget.  Farmers  in  38  drought 
stricken  states  have  flooded  the  SB.* 
with  loan  applications.  One  big  advan 
tage:  Under  Department  of  Agriculture 
rules,  borrowers  must  show  they  cannol 
get  the  money  they  need  from  local 
banks.  The  SBA  program  has  no  sucri 
rule.  To  make  the  30-year  SBA  loans 
even  more  attractive,  last  June  Congress) 
halved  the  interest  rate  on  them  to  3% 
The  first  state  lined  up  for  the  SBA 
largesse  is  Georgia,  where  more  thanl 
3,000  applications  have  been  filed  and| 
disbursements  could  top  $300  million. 

Grain  To  Burn 

A  disappointing  harvest  in  Poland  has 
Warsaw  planning  to  shop  in  the  U.S.  for 
two  items.  The  first  is  4  million  to  5 
million  tons  of  U.S.  grains.  The  second  is 
$500  million  in  credits  to  pay  for  it.  The 
grain  order,  at  least,  should  pose  no 
problem.  U.S.  surpluses  are  so  large  that 
Moscow,  already  under  contract  to  buy  6 
million  to  8  million  tons  of  grain  this 
year,  has  been  told  it  can  have  15  million 
tons  with  no  trouble,  if  it  so  desires. 


Protection  For  Whom? 

The  U.S.  offshore  oil-drilling  industry, 
number  one  in  the  world,  could  be  hurt, 
ironically,  by  congressional  protection- 
ists eager  to  save  it  from  foreign  competi- 
tion. Right  now,  158  U.S. -built  rigs  are 
working  overseas,  manned  by  3,400 
American  drilling  crewmen.  Nonethe- 
less, moves  are  afoot  to  keep  foreign 
drillers  from  working  on  the  U.S.  outer 
continental'  shelf.  Representative  Leo 
Zeferetti,  a  New  York  Democrat,  has 
proposed  a  "hire  American"  mandate 
that  would  allow  only  U.S.  crews  to  drill 
on  the  shelf.  A  "buy  American"  proposal 
will  be  offered  up  on  the  House  floor  to 
require  that  all  rigs  for  the  shelf  be  built 
in  U.S.  yards.  Backers  like  the  Ship- 
builders Council  of  America  argue  that 
foreign  governments  are  putting  ever- 
increasing  curbs  on  offshore  oil  develop- 
ment in  their  waters,  so  why  shouldn't 
we?  The  backfire  could  come  from  the 
fact  that  U.S.  builders  provided  ten  of 
the  37  rigs  in  Britain's  North  Sea,  five 
out  of  six  working  Mexican  waters,  one 
in  three  off  Germany  and  14  of  21  off 
Brazil.  Any  protectionist  moves  in  Wash- 
ington could  well  mean  counterattacks  to 
end  the  dominance  enjoyed  by  the  U.S. 
off  the  shores  of  other  nations.  ■ 
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THE  DIFFERENCES  BETWEEN 
DLIVETTI'S  NEW  CALCULATORS 

AND  ALL  OTHERS 
\RE  SUMMED  UP  BY  THIS  TAPE. 


When  Olivetti  began  mak- 
ing business  calculators 
(back  in  1940),  most 
calculators  couldn't 
give  you  an  answer 
on  a  tape. 

Olivetti  changed 
all  that  and  a  lot 

You  see,  .      more  as  well. 

Olivetti  had 
been  making 
and  selling  busi- 
ness machines  all 
over  the  world  long 
before  we  introduced 
our  first  calculator.  And  it 
was  this  experience  that  led  us  to 
perfect  the  printing  calculator  and 
to  develop  the  magnetic  card  program 
mable  calculator  (the  Programma  101). 

In  addition,  Olivetti  simplified  calculator 
operation  by  simplifying  keyboard  design.  And 
Olivetti  developed  an  alphanumeric  printer  that  gives  . 
our  tapes  the  clearest  audit  trail  around. 

Today,  of  course,  our  complete  line  of  business 
calculators  makes  the  most  of  the  electronics  revo- 
lution. There  are  Olivetti  calculators  pre-programmed 
for  crossfooting,  proration,  and  distribution;  Olivetti 
calculators  mat  simplify  scientific  problems  by  using 
as-written  logic;  and  Olivetti  calculators  that  calculate 
elapsed  dates  and  times 
for  up  to  200  years. 


And  all  our  calculators  are  made  in  Harrisburg, 
Pennsylvania,  where  we  combine  the  technology 
we've  developed  worldwide  and  the  quality  control 
that  has  kept  our  good  name  good  all  these  years. 
We've  also  been  able  to  develop  the  most  profes- 
sional sales  force,in  the  business.  One  of  them  is 
anxious  to  talk  to  you  about  the  kind  of  calculator  you 
need:  from  our  sophisticated  new  Logos  41  that  costs 
about  $199  to  our  incredibly  unique  Logos  75B 
that  goes  for  $398. 

If  you  want  a  calculator  for  business,  you  have  to 
go  with  the  calculators  that  have  meant  business  for 
37  years.  Only  Olivetti. 


Olivetti  Corporation  of  America 

500  Park  Avenue,  New  York,  N.Y.  10022 
Attn:  Office  Products  Division 
Dear  Olivetti:  Please  send  more  data 
™  on  the  Olivetti  calculator  line.  □ 
Please  arrange  for  a  demonstration.  □ 

I  plan  to  use  one  for  

Name  


Title  

Address 
City  


State 


Zip 


oliuelli 


FBI  1-1-77 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

Philadelphia  Electric  Company 

Common  Stock 

(without  par  value) 

Price  $20%  a  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert  The  First  Boston  Corporation 

INCORPORATED 

Bache  Halsey  Stuart  Shields  Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

INCORPORATED  INCORPORATED 

Goldman,  Sachs  &  Co.    Hornblower,  Weeks,  Noyes  &  Trask    E.  F.  Hutton  &  Company  Inc. 

INCORPORATED 

Kidder,  Peabody  &  Co.        Kuhn  Loeb  &  Co.        Lazard  Freres  &  Co.        Lehman  Brothers 

INCORPORATED  INCORPORATED  INCORPORATED 

Loeb  Rhoades  &  Co.  Inc.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

INCORPORATED 

Smith  Barney,  Harris  Upham  &  Co.         Warburg  Paribas  Becker         Wertheim  &  Co.,  Inc. 

INCORPORATED  INCORPORATED 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

INCORPORATED  INCORPORATED 

Advest,  Inc.  Alex.  Brown  &  Sons  Butcher  &  Singer  Inc.  A.  G.  Edwards  &  Sons,  Inc. 
Elkins,  Stroud,  Suplee  &  Co.      Janney  Montgomery  Scott  Inc.      Moore,  Leonard  &  Lynch, 

INCORPORATED 

Parker/Hunter  Thomson  McKinnon  Securities  Inc.  ABD  Securities  Corporation 

INCORPORATED 

Banque  Bruxelles  Lambert  S.  A.  Basle  Securities  Corporation  Bateman  Eichler,  Hill  Richards 

INCORPORATED 

County  Bank  Limited  EuroPartners  Securities  Corporation  Robert  Fleming 

INCORPORATED 

Kleinwort,  Benson   Ladenburg,  Thalmann  &  Co.  Inc.   Moseley,  Hallgarten  &  Estabrook  Inc. 

INCORPORATED 

New  Court  Securities  Corporation  R.  W.  Pressprich  &  Co. 

INCORPORATED 

SoGen-Swiss  International  Corporation  Tucker,  Anthony  &  R.  L.  Day,  Inc. 

UBS-DB  Corporation  Wood,  Struthers  &  Winthrop  Inc. 

October  6, 1977 


Before  international  money  problems  overwhelm  your  business, 

TELL  IT  TO  THE  MARINE 

If  left  uncontrolled,  the  forces  of  international  finance 
could  severely  damage  a  corporation's  foreign  assets.  But 
controlling  them  is  astoundingly  complicated  because  there 
are  no  answers  that  work  every  day.  Rates  move,  regulations 
are  rewritten,  and  governments  change. 

In  fact,  you  could  probably  double  the  size  of  your  corporate 
treasury  team  and  still  not  have  all  the  resources  you  need. 

That's  where  we  come  in.  Marine's  International  Treasury 
Management  Group  of  foreign  exchange  advisors,  money 
market  experts,  accountants,  and  economists  have  15  proven 
systems  to  help  you  protect  earnings  per  share  and  cash  flow. 
We  can  not  only  tell  you  what  you  might  do,  we  can  tell  you  in 
very  realistic  terms  what  will  happen  if  you  do  it.  Or  don't  do 
it.  And  we  can  execute  any  decision  you  make. 

For  example,  MARINFEX,  one  of  Marine's  computer 


MARINE  MIDLAND  BANK 


Buffalo,  New  York  City  (212-797-5963),  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London  (011-441-628-2230),  Madrid,  Manila, 
Mexico City.Nassau,  Panama,  Paris,  Rio de  Janeiro,  Rome, Sao  Paulo, Seoul, Singapore, Sydney, Tehran, Tokyo, Toronto. 


models,  lets  you  precisely  calculate  the  impact  of  fluctuations 
on  earnings  under  FASB  #8.  And  our  foreign  exchange 
exposure  management  service  helps  you  define  your  global 
exposure  and  then  devise  strategies  to  optimize  it,  including 
daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury  Manage- 
ment Group  can  help  you  with  day-to-day  trading  decisions 
and  longer-term  hedging,  with  funds  flow,  with  alternate 
financing,  with  short-term  money  investments,  with  leading 
and  lagging  strategies,  with  international  cash  management, 
with  world-wide  tax  consequences,  with  currency  monitor- 
ing, with  specific  currency  studies,  and  with  foreign  exchange 
forecasting. 

We  can  help  you  cope  with  all  the  problems  of  doing  busi- 
ness internationally.  AH  you  have  to  do  is  tell  it  to  the  Marine. 


The  Golden  Years 

Social  Security: 
Retirement  At  70? 
We  may  have  to  consider  it — the 
alternatives  may  he  worse. 

—Forres,  Nov.  1,  1976 
Today,  less  than  a  year  later,  the 
House  of  Representatives,  with  scarcely 
a  dissent  (the  vote  was  359  to  four),  has 
passed  Florida  Democrat  Claude  Pep- 
per's bill  raising  the  mandatory  retire- 
ment age  from  65  to  70  for  private  indus- 
try and  abolishing  it  for  federal 
employees.  Despite  dire  warnings  from 
businessmen  and  economists  that  this 
will  mean  older  workers  will  stay  on  and 
freeze  younger  wage  earners  out  of  jobs, 
the  Senate  is  expected  to  duplicate  the 
House  action,  one  of  the  political  shocks 
of  1977,  either  this  year  or  early  in  1978. 

Second  Look  At  S&Ls 

Savings  and  loan  stocks,  Forres  not- 
ed in  its  Nov.  1,  1976  Street  Walker 
report,  "have  a  lot  of  friends  on  Wall 
Street  these  days."  The  experts  who  con- 
tributed to  that  story  singled  out  half  a 
dozen  S&Ls  for  special  attention.  How 
has  this  little  list,  picked  up  by  the  Street 
Walker,  fared  since  then? 

The  analysts'  friendliness  was  justi- 
fied. During  the  year  just  past,  while 
Standard  &  Poor's  average  of  500  stocks 
slipped  by  almost  7%,  the  six  S&Ls  list- 
ed in  Forres  went  up  an  average  of 
better  than  25%.  Biggest  gains  were 
scored  by  H.F.  Ahmanson,  which 
climbed  almost  51%  in  price,  and  by 
Northern  California  S&L,  up  more  than 
46%.  The  other  four  savings  and  loan 
stocks  mentioned  also  gained,  but  by 
smaller  margins — First  Charter  Finan- 
cial,   20%;   Great   Western  Financial, 


close  to  18%;  Imperial  Corp.  of  America, 
almost  14%;  and  Golden  West  Financial, 
a  little  over  3%. 

A  Clean  Miss 

Forres'  crystal  ball  splintered  when  it 
turned  its  Nov.  1,  1976  Statistical  Spot- 
light on  38  stocks,  including  an  impres- 
sive number  of  blue  chips,  that  had 
dropped  sharply  from  their  highs.  That 
list,  Forres  stated,  '  could  be  a  good 
opportunity.  Investors  who  agreed  have 
probably  regretted  it.  Almost  without 
exception,  the  stocks  Forres  bannered 
as  "quality  at  a  discount"  kept  right  on 
dropping.  Of  the  few  that  didn't,  most 
registered  such  small  gains  that  they  can 
be  most  charitably  described  as  barely 
holding  fast. 

Four  of  the  six  groupings  were  down 
for  the  year:  chemicals  an  average  of  7%, 
consumer  goods  7%,  distribution  2%, 
industrial  goods  18%.  Two  groups  were 
up,  four  leisure  stocks  by  an  average  of 
5%,  six  service  listings  by  1%.  Nor  did 
those  averages  tell  the  whole  story. 
Chemicals  (which  included  Dow  and  du 
Pont)  were  buoyed  by  Chemetron's  58% 
gain — the  result  of  the  tender  battle 
waged  for  its  shares.  Leisure's  5%  gain 
was  produced  by  a  24%  climb  in  Holiday 
Inn  s  shares;  Disney,  in  the  same  group- 
ing, was  off  15%. 

Robin  Hood  Revisited 

In  its  Oct.  1',  1976  issue,  Forres  ze- 
roed in  on  a  tax-shelter  plan  titled  Hous- 
ing Partnerships  Investment  Ltd.  ("Hip- 
pie" for  short),  conceived  by  a  Los 
Angeles  entrepreneur,  A.  Bruce  Rozet, 
and  sold  by  E.F.  Hutton  &  Co.  with 
Sonnenblick-Goldman,  the  country's 
biggest   mortgage   broker,    as  general 


partner.  A  private  placement,  Hippie 
allowed  big  investors — the  minimum 
ante  was  $150,000 — to  enjoy  large  tax 
deductions  by  becoming  limited  part- 
ners in  urban  low-  and  moderate-income 
housing  projects.  Rozet  was  forced  out  of 
the  plan  when  California's  Corporations 
Department,  which  had  been  investigat- 
ing some  of  his  prior  activities,  refused  to 
okay  Hippie  if  he  continued  to  play  a  role 
in  it.  What  has  happened  since  to  what 
Forres  dubbed  "the  Robin  Hood  game" 
of  taking  from  the  rich  and  helping  out 
the  poor? 

Bruce  Rozet  is  alive  and  well  but,  in 
his  own  words,  not  thriving  in  Beverly 
Hills.  "After  what  you  guys  did  to  me  a 
year  ago,  I'm  at  the  bottom  of  the 
ocean,"  he  says.  Not  that  Rozet  has  lost 
interest  in  real  estate  or  in  low-cost  hous- 
ing, but  he  no  longer  "engages  in  raising 
money  or  syndication."  On  separating 
from  Hippie — at  Hutton's  specific  de- 
mand, according  to  the  Wall  Street 
firm — Rozet's  firm  was  paid  about 
$650,000,  partly  to  repay  his  own  invest- 
ment in  getting  the  project  started. 

Rozet's  original  brainchild,  however, 
appears  to  be  a  success,  according  to 
Hutton's  tax-shelter  specialist,  Larry 
Winston.  Hutton  and  Sonnenblick-Gold- 
man are  still  paired  in  handling  the  Ro- 
zet-in  vented  tax-shelter  plans.  The 
"Hippie"  sobriquet  was  a  one-shot  bill- 
ing; their  post-Rozet  offerings  have  other 
titles.  One  was  made  last  winter,  another 
early  this  year,  each  to  the  tune  of  about 
$6  million.  ■ 


Entrepreneur  A.  Bruce  Rozet:  He  may 

be  out  of  the  action,  but  his  tax-shelter 
concept  is  still  alive — and  thriving. 
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Quiet 
Quality. 


RQLLSNSBURPICK 
HUNTER, 


Multinational  Insurance  Brokers' 

World  Headquarters 
10  South  Riverside  Plaza 
Chicago,  Illinois  60606 


COME  TO  THE 
CRYMRNS 
BEFORE 
EVERYONE 
ELSE  DOES. 


You  may  never  have  heard  of  the 
Cayman  Islands. 
But  you  will. 

More  and  more  people  are  discov- 
ering the  joys  of  a  holiday  in  these 
unspoiled,  uncrowded  islands. 

Still  a  Crown  Colony  with  the 
ancient  British  traditions  of  law  and 
order.  A  place  to  relax.  16  enjoy  the 
simple  pleasures  of  life  in  a  quiet, 
tranquil  environment. 

Endless  white  beaches.  Crystal 
clear  waters.  300  years  of  history  to 
explore.  Cayman  cookery  to  savor. 
Wonderful  friendly  people  waiting  to 
welcome  you. 

Accommodations  are  limited,  but 
exceptional. 

Very  easy  to  afford.  And  very 
easy  to  get  to. 

An  hour's  flight  from  Miami  on 
Cayman  Airways,  down  on  the  quiet 
edge  of  the  Caribbean,  where  the 
weather  is  near  perfect  year-round. 

Come  to  the  Caymans  before 
everyone  else  does.  There  are  oniy  a 
few  islands  like  them  left.  And  none 
as  close  to  the  United  States. 

Call  your  travel  agent'.  Or  send  in 
the  coupon. 


Cayman  Islands  Department  of  Tourism  FM2 

250  Catalonia  Avenue,  Suite  604 
Coral  Gables.  Florida  331 34 

Please  send  me  your  colorful  brochure 
that  tells  all  about  discovering  the  joys 

of  the  Caymans 


City  Stale  Zip 


CRYHRN  W  ISLRNDS 

Not  for  everyone. 


Readers  Say 


Panama — Emotional  Issue 

SiR:  Re  "The  New  Panama  Canal 
Treaty  Should  Be  Approved"  (Fact  and 
Comment,  Oct.  1).  It  must  have  taken  a 
lot  of  persuasion  to  get  the  Marxist,  mili- 
tary Panamanian  dic  tator  to  accept:  a  gift 
of  the  Canal;  a  2,400%  increase  in  guar- 
anteed revenue  and  the  U.S.  "hog- 
tieing"  itself  by  agreeing  not  to  build  any 
new  canal  before  the  year  2000. 

— William  I.  Hudson 
Los  Angeles,  Calif. 

SiR:  The  Canal  (like  the  bride  at  a 
wedding)  should  be  given  away.  But, 
why  oh  why  should  we,  the  taxpayers, 
provide  such  an  obscenely  extravagant 
dowry  to  a  revolutionary  suitor? 

— Scott  McClanahan 
Seattle,  Wash. 

SiR:  Would  you  give  your  magazine  to 
some  hood  that  demanded  it? 

—Lee  H.  Pyle 
Sun  City  Center.  Fla. 

SiR:  Cancel  my  subscription.  I  refuse 
to  subscribe  to  any  publication  that  will 
subvert  our  American  heritage. 

—Peter  S.  Wicky 
Lynchburg,  Va. 


SiR:  Cancel! 


— F.J.  Totvnley 
Lakeland,  Fla. 


Doctors'  Prescription 

SiR:  Re  "Physician,  Heal  Thyself  .  .  . 
Or  Else!"  (Oct.  1).  My  prescription  for 
you  is  "seal  thyself." 

— James  W.  Davis,  M.D. 

Louisville,  Ky. 

SiR:  Congressmen  earn  $57,500.  And 
Secretary  of  Health,  Education  and  Wel- 
fare Califano,  "a  prominent,  politically 
savvy  spokesman  for  the  Carter  Adminis- 
tration choosing  doctors  as  a  likely  target 
of  opportunity,"  makes  §66,000  a  year. 
At  the  same  time,  that  "typical"  physi- 
cian who  was  portrayed  as  exceedingly 
avaricious  had  an  annual  income  of  about 
$.58,000. 

— J.  Ken  Aston,  M.D. 
Joneshoro,  Ark. 

Sir:  That  egghead  Califano  may  have 
been  a  hotshot  lawyer  but  he  is  a  damn 
poor  doctor.  If  he  thinks  a  doctor  should 
go  into  the  hinterlands  to  practice  medi- 
cine, why  wasn't  he  there  practicing  law? 
He  says  medicine  is  big  business  and 
should  be  controlled — like  the  Postal 
Service.  Further  on,  he  talks  about  limit- 
ing doctors'  incomes.   Why  not  limit 


Johnny  Carson's?  What  has  he  done  for 
his  fellowman — made  him  laugh?  You 
can  do  the  same  by  tickling  the  bottoms 
of  your  feet. 

—CD.  Gibson,  M.D. 
Sac  City,  Iowa 

SiR:  After  years  of  fighting  for  the 
private  doctors'  independence,  I  now 
believe  that  private  practice  is  no  more 
worth  fighting  for.  The  very  best  that 
could  happen  to  us  would  be  that  the 
government  would  swallow  all  of  us.  The 
doctors  would  be  high-level  public  ser- 
vants on  a  salary,  with  pension,  vaca- 
tions, sick  leave,  paid  compulsory  con- 
tinued-medical-education courses,  40- 
hour  workweek,  the  works.  We  wouldn't 
have  to  worry  about  malpractice  suits, 
the  legal  monstrosity  called  "informed 
consent,"  the  ups  and  downs  of  the  econ- 
omy, the  competition,  our  own  sickness 
and  old  age,  the  patients  who  don't  pay 
their  bills,  the  patients  who  can't  really 
afford  the  care  which  they  need,  the 
patients  who  try  to  push  us  into  unneces- 
sary laboratory  and  X-ray  studies,  the 
complexities  of  insurance-form  red  tape, 
the  ridiculous  pay  by  Medicaid,  the  in- 
sufficiencies of  Medicare,  the  advances 
of  medical  technology  and  "the  skyrock- 
eting cost  of  medicine." 

— Alfred  W.  Bauer,  M.D. 

Kirkland,  Wash. 

CIA  Will  Try 

SiR:  Re  "The  Continuing  Crusade 
Against  The  FBI  and  CIA'  (Fact  and 
Comnwnt,  Oct.  1).  Thank  you  for  the 
very  helpful  words  that  you  put  in  it  with 
respect  to  the  CIA.  I  hope  that  we  in  the 
Agency  can  live  up  to  your  expectations. 
We  will  certainly  try. 

— Stansfield  Turner 
Director, 

Central  Intelligence  Agency 
Washington,  D.C. 

Wrong  End  Of  Stick? 

Sir:  Re  "Trade  War:  The  First  Skir- 
mishes?" (Oct.  15).  In  raising  the  specter 
of  protectionism,  Mr.  Szulc  goes  imme- 
diately to  the  wrong  end  of  the  stick.  The 
EEC  Commission,  firmly  supported  by 
its  member  governments,  is  set  hard 
against  protectionism.  This  is  clear  from 
the  fact  that  it  has  refused  to  do  more 
than  remonstrate  with  Japan  despite  the 
massive  dumping  of  steel  and  manufac- 
tured goods  in  the  European  market. 
European  industry  is  equally  opposed  to 
protectionism.  Unlike  the  U.S.  we  are 
heavily  dependent  on  our  export  earn- 
ings, and  as  such  are  highly  vulnerable  to 
retaliation — and  we  know  it.  Historical- 
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Registered  Representatives: 


Who  knows  better  than 
Merrill  Lynch 
how  to  meet  the  challenges 
ofthe'80sinthe 
securities  business? 

If  you've  been  thinking  about 
those  challenges, 
let's  explore  your  joining 
Merrill  Lynch. 


If  you're  the  sort  of  rep  who  monitors  the 
direction  of  world  business,  you  can  see  that 
American  investors  are  demanding  full  finan- 
cial services. 

At  Merrill  Lynch  you'll  find  the  broadest 
product  line  in  the  securities  business.  That 
means  you  have  more  to  offer,  more  ways  to 
interest  your  customers.  As  an  Account  Exec- 
utive at  Merrill  Lynch  you  can  offer  them 
more  than  35  different  investment  instru- 
ments. 

To  help  you  market  this  unsurpassed  of- 
fering of  services,  we  provide  you  with  4 
indispensable  aids: 

"I .  Advertising  and  marketing  programs  to 
take  the  chill  out  of  cold  calls.  Almost 
no  one  ever  asks  "Merrill  Who?" 

2.  Research  considered  to  be  among  the 
best  in  the  industry  to  help  you  serve 
your  customers  better. 


3.  A  communications  network  that  relays 
extensive  fast-breaking  world-wide  de- 
velopments to  provide  you  with  up-to- 
date  information. 

4.  The  Sales  Support  System,  which  pro- 
vides you  with  the  benefits  of  powerful, 
computerized  operational  backup,  in- 
stant customer  account  status  and  fast 
order  entry. 

Obviously,  with  Merrill  Lynch's  size,  di- 
versity and  growth,  your  own  growth  can  take 
any  of  several  forms:  increased  sales,  product 
specialization,  and  sales  or  non-sales  man- 
agerial responsibilities.  • 

The  securities  business  is  changing.  By  cre- 
ating many  of  the  changes  Merrill  Lynch  is 
trying  to  insure  that  the  changes  will  be  for 
the  better.  If  you're  interested  in  changing 
with  the  industry,  talk  with  the  manager  of 
the  nearest  Merrill  Lynch  office. 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 

Merrill  Lynch  is  an  Equal  Employment  Opportunity  employer  and  encourages  applications 
from  females,  minorities  and  all  other  persons. 


industry  CS/t 
in  Kansas 


build  and  grow  in  a  favorable 
business  and  governmental  climate. 

rely  on  a  skilled  and 
industrious  labor  force. 

make  use  of  excellent  transportation 
fitted  to  regional  and  nationwide 
distribution  requirements. 


Santa  Fe  Q2D  provide  information  you 
need  about  plant  sites  and  data  about 
opportunities  for  warehousing  and 
manufacturing  in  Kansas. 

FOR  SPECIAL  BROCHURE,  CALL  OR  WRITE: 

Joe  Clark,  Jr. 

Manager  Industrial  Development 
Santa  Fe  Railway,  9th  &  Jackson  Sts. 
Topeka,  Kansas  66628 
Telephone:  (913)235-0041 


Locate  and  orow 
in  the 


\M  Santa  F  •  (how  you  ttw 
bw*fttf  ofKontc*  faf  a 
manuhxtutng  plont  <x 
<fet*wbor>  <wte 


And  now,  a  few  words  in  defense  of 
the  good  old-fashioned  hotel  restaurant. 


A"  we  become  a  nation  of  gourmets, 
.  the  virtues  of  classic  roast  beef, 
fresh  lobster  and  a  crisp  green  salad 
tend  to  be  forgotten. 

At  Essex  House,  we  haven't 
forgotten.  Our  King's 
Wharf  Restaurant  exults 
in  great  filet  mignon. 

Our  standards 
have  captured  an 
award  from  the 
American  Angus 
Association.  And 
we're  the  only  hote 
people  to  receive  that 
award ! 

Our  lobsters  and 


Marriott's- 
ESSEX  HOUSE 

New  York's  Grand  Hotel 

760  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


saladsare  equally  impressive.  Our  tables 
are  far  enough  apart  for  the  most  dis- 
creet conversations.  Our  windows  look 
out  serenely  on  Central  Park.  And  the 
wine  flows  rich  and  rare. 

Fortunately,  our  splendid 
restaurant  has  an  equally 
splendid  hotel  attached 
to  it.  With  lovely,  quiet 
rooms.  And  the  kind  of 
friendly  service  that's 
there  when  you  call. 
In  short,  Essex  House 
is  all  you  need  to  know 
about  hotels  in  New  York. 
And  all  you  need  to  know 
about  restaurants. 


Readers  Say 


ly,  protectionism  has  always  been  an 
American  prediliction. 

.  .  .  Nowhere  in  Europe  is  unemploy- 
ment as  high  as  in  the  U.S.,  with  the 
exception  of  Eire  and  southern  Italy. 
Furthermore,  Europe's  export  earnings 
are  more  than  sufficient  to  cover  its  oil 
import  bill. 

— Guy  Hawtin 
Correspondent,  Financial  Times 
Frankfurt,  Germany 

No  Wonder 

Sir:  Re  "Is  It  Any  W  onder  Steel's  On 
Its  Knees?"  (Fact  and  Comment,  Oct.  1). 
The  reasons  you  mention  are  sad  but, 
unfortunately,  very  true.  Many  foreign 
governments  "cooperate"  with  their 
steel  industries  so  that  they  can  export 
steel  to  the  U.S.  and  sell  it  at  prices 
below  their  own  full  production  costs,  a 
practice  referred  to  as  dumping.  The 
U.S.  steel  industry  does  not  want  to  be 
protected  from  competition.  It  does  not 
want  to  be  subsidized  by  the  govern- 
ment. It  only  wants  to  compete  in  a  free 
and  fair  economy. 

— John  H.  McConnell 
Chairman.  Worthington  lnds. 

Columbus.  Ohio 

Sixtieth  Anniversary  (Cont.) 

SiR;  Your  issue  was  sensational. 

— Albert  H.  Singer 
President. 
Carillon  Importers.  Ltd. 
.  Neiv  York,  N.  Y. 

SiR:  It  will  be  a  permanent  part  of  my 
library  until  the  75th  anniversary. 
Would  that  the  pap  we  were  fed  by  all 
media  during  our  recent  Bicentennial 
celebration  had  been  as  substantive. 

— Timothy  Mitchell 
San  Francisco.  Calif 

SiR:  If  the  human  rate  can  learn  from 
its  mistakes,  as  well  as  its  successes,  your 
biographical  sketches  of  the  Dodo  Birds 
and  the  Overreachers  should  be  most 
useful  to  managers.  The  "corporate 
memory"  is  normally  defective.  The  ex- 
ecutives who  had  a  part  in  a  bad  decision 
have  either  been  fired,  retired  or  are 
keeping  very  quiet  about  it.  Thus  cur- 
rent management  has  no  adequate  warn- 
ing against  making  the  same  mistake. 

— Walter  Mitchell 
Sarasota.  Fla. 

SiR:  The  issue  was  a  disaster.  The 
picture  portfolios  were  neither  exciting 
nor  useful.  Here's  hoping  you  don't  re- 
peat before  your  120th  anniversary. 

— Charles  C.  Center 
Madison,  Wis. 
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In  the  right  hands,  money  can  be 
shaped  into  an  appetizing  serving  of 
corporate  satisfactions.  Girard  Bank's 
consultants  have  superior  recipes  for  the 
effective  collection,  concentration  and 
disbursement  of  your  funds.  We  can  create 
a  cash  management  system  for  you  that  is 
preeminently  professional,  uniquely  yours. 
What  we  really  like  to  form  are  mutually 
profitable  relationships.  Call  us.  More 
specifically,  call  Marshall  Soura, 
Vice  President,  Cash  Management 
215-585-2935. 


GIRARD 

BANK 


PHILADELPHIA  •  LONDON  •  PARIS  •  MEXICO  CITY  •  SINGAPORE  •  ZURICH  •  GIRARD  INTERNATIONAL  BANK,  NEW  YORK 


The  most  exclusive  newThunderbird  you  a 


1978  Diamond  Jubilee  Edition. 


7ere?7trkelp  celebrate  Ford's  75th  Anniversary,  is  the  ultimate  Thunderbird  for  1978. 
We've  built  this  exclusive  new  Thunderbird  with  such  custom  touches  as  a  distinctive 
ml  roof,  a  hand  stitched  leather  covered  pad  on  the  instrument  panel,  36  oz.  carpeting, 
22K  gold  finish  owner  nameplate,  a  pleasant  chime  to  remind  you  to  buckle-up  and  much  more. 
One  look  should  show  you  why  this  is  the  most  exclusive  new  Thunderbird  you  can  own. 
One  visit  to  your  Ford  Dealer  and  we  think  you'll  be  rAnn  when  America  needs 

%    J|^#l     I         a  better  idea, 

convinced  a  new  Thunderbird  legend  is  in  the  making.  I         IlL/  Ford  puts  .ton  wheels 


THUNDERBIRD 


FORD  DIVISION 


75'"  ANNIVERSARY 


How  a  Key  Agent  of  The  Home 
helped  a  small  business 
keep  its  head  above  water. 

When  water  from  a  ruptured  pipe  flooded 
the  Morris  Drapery  Shop  in  Utica,  N.Y.,  the 
first  person  the  desperate  owner  called  was 
Sidney  Friedlander,  a  Key  Agent  of  The  Home 
Insurance  Company. 

Sidney  immediately  alerted  the  fire  depart- 
ment and  rushed  to  the  scene  where  his  fast 
action  helped  save  the  store's  inventory 
and  weeks  of  costly  shutdown. 

Personal  involvement.  Another  reason 
why  your  Home  Key  Agent  is  the  man  to  see 

Home  Key  Agents  give  you  that  "Something  Extra!' 


when  it  comes  to  insurance.  He  gives  you 
that  "Something  Extra!' 

For  the  Key  Agent  nearest  you,  look  in 
the  Yellow  Pages. 


to 


The  Home 

Insurance 
Company  J 

ACity  Investing  Company 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


Tax  Revisionists  Please  Take  Note: 


IF  THE  LORD  INTENDED  BUSINESSMEN 

to  travel  Tourist,  He  would  not  have  made  so  many  so  fat. 

OVERTAXING  AMERICANS  WORKING  ABROAD 


is  what  one  1976  tax  "reform"  accomplished.  That  mistake  may 
be  partially  corrected  by  this  Congress. 

It  was  a  bad  move  in  the  first  place — overkill — just  be- 
cause a  few  of  the  thousands  of  Americans  working  abroad 
seemed  to  have  too  good  a  tax  break.  With  our  prospective 
trade  imbalance  nearing  the  $30-billion  mark,  it's  time  com- 
mon sense  took  over  from  the  Washington  bureaucracy  of 
"tax  experts." 

If  we  don't  have  Americans  pounding  the  Saudi  sands,  for 

STRIKE  MEDALS  FOR  THE 

The  no-nonsense  way  the  Germans  and  the  French  handled 
the  most  recent  hijackings  of  their  airliners  should  help  curb 
this  vicious  terrorist  tactic.  Specially  trained  German  comman- 
dos stormed  and  took  back  their  Lufthansa  and  its  82  passen- 
gers with  the  only  dead  three  of  the  four  terrorists.  The  French 
police  stormed  their  stolen  airliner  and  captured  the  gunmen. 
Unfortunately,  the  cost  was  the  life  of  a  passenger  with  four 
others  wounded. 

But  what  is  the  ultimate  cost  of  the  Japanese  government's 
capitulation  to  the  hijackers  of  its  airliner?  Not  only  did  the 
Japanese  pay  $6  million  to  the  blackmailers,  they  also  released 


one  example,  to  book  $billions  in  orders  for  American  factories, 
just  how  are  we  going  to  begin  paying  for  the  oil  that  keeps  our 
industry  and  our  people  moving?  Americans  working  overseas 
are  more  essential,  in  most  cases,  to  our  economic  well-being 
than  to  that  of  countries  where  they're  working. 

By  putting  all  Americans  working  abroad  at  such  a  costly 
disadvantage,  neither  they  nor  their  companies  will  be  able  to 
afford  keeping  them  overseas. 
That's  deform,  not  reform. 

GERMANS  AND  THE  FRENCH 

some  of  the  most  bloody  terrorists,  persons  who  had  finally  been 
captured  and  jailed  in  previous  episodes.  Now  they're  all  turned 
loose  under  the  auspices  of  the  Algerian  government — which, 
with  its  own  tendency  toward  backing  terrorists,  ought  to  be  the 
object  of  censure  by  the  community  of  nations. 

Hijacking  isn't  going  to  stop  until  hijackers  understand  that 
no  matter  where  they're  granted  asylum,  whatever  they're 
promised,  there  isn't  a  nation  in  the  world  that  is  going  to  abide 
by  such  despicable  blackmail. 

Promise  em  anything.  .  .only  until  they  can  be  given  what 
they  deserve. 


THAT  WOULD  BE  JUST  TOO  MUCH 


Some  people  are  sore  at  President  Carter  because  he  didn't 
veto  a  bill  that  would  deny  educational  and  innumerable  other 
benefits  to  military  deserters  and  others  who  received  less  than 
honorable  discharges. 

Under  the  amnesty  measure,  a  number  have  received  up- 


graded discharges — but  most  certainly  they  shouldn't  get  the 
monetary  rewards  that  were  intended  for  those  who  did  their 
service. 

Amnesty  is  one  thing;  substantially  rewarding  the  amnes- 
tyed  is  something  totally  different. 
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MOST  BANKS  ARE  PUSHING  "RUBBER  CHECKS 


99 


The  one  thing  I  heard  and  read  more  often  than  anything 
during  V affaire  Lance  was  the  comment,  "You  and  I  certainly 
couldn't  write  checks  with  insufficient  funds  to  cover  them.'' 

'Tain  t  so,  you  know. 

Most  banks  are  now  aggressively  advertising  overdraft  ac- 
counts under  such  assorted  nomenclatures  as  "Charter  Check 
Credit"  (Irving  Trust),  Checking  Plus"  (Citibank),  "Privilege 
Checking"  (Chemical  Bank),  "Personal  Credit  Line"  (Manufac- 
turers Hanover),  "Advance  Checking"  (Bankers  Trust),  "Cash 


Reserve"  (Chase  Manhattan),  "Instant  Cash"  (Bank  of  America). 

Customers  are  permitted — nay,  encouraged— to  write 
checks  in  excess  of  their  bank  balance  and  these  automatically 
become  interest-drawing  loans  without  any  further  ado. 

While  doubtless  not  very  many  of  those  enjoying  this 
banking  service  could  overdraw  in  the  amounts  that  Lance 
did,  it's  ironic  that  his  overdrawn  accounts  seemed  so  upset- 
ting to  so  many  whose  overdrafts  are  now  being  ardentk 
sought  by  so  many  banks. 


TO  IMPROVE  OUR  TRADE  BALANCE  WITH  JAPAN 

why  don't  we  sell  em  a  couple  of  our  many  deficit-ridden  baseball  teams? 

THE  SMITHSONIAN  INSTITUTION  UNDER  S.  DILLON  RIPLEY 


is  a  smashing  success,  attracting  20  million  visitors  a 
year.  Museum's  the  wrong  word  to  describe  its 
latest  addition,  that  exciting  array  of  aerospace  arti- 
facts and  history  in  the  superb  new  National  Air  and 
Space  Museum.  This  center  has  more  vitality  than 
one  associates  with  the  word  "museum."  Right  now 
the  Smithsonian  and  its  director  are  under  fire  for 
assorted  reasons,  a  few  of  which,  having  to  do  with 
budget  and  adequate  accountability,  may  not  be  without  merit. 

But  there's  one  criticism  that  I've  not  seen  much  made  of 
that  should  be  made,  one  abused  privilege  that  should  be 
ended.  This  federal  institution  has  started  a  fascinating  and 
instantly  successful  magazine  called,  appropriately,  Smithson- 
ian. It  competes  for  advertising  revenues  with  countless  other 


free-enterprise  magazines  which  must  pay  higher 
mailing  charges  on  their  advertising  content  than 
this  "government  agency."  Additionally,  it  mails 
elaborate  subscription  solicitations  at  the  nonprofit 
rate  of  2  cents,  whereas  the  exact  same  type  of 
mailing  would  cost  every  competitive,  free-enter- 
prise magazine  7.7  cents  apiece. 

Smithsonian  is  good  enough  to  stand  on  its  own 
feet,  and  this  profit-making  venture  should  pay  the  same  taxes 
and  the  same  mailing  rates  as  those  with  whom  it  competes. 

While  some  in  Congress  and  critics  elsewhere  are  carping  at 
Mr.  Ripley — and  some  changes  should  be  made — I  certainly 
hope  they  don't  forget  that  under  his  aegis  the  Smithsonian 
Institution  has  become  a  lively,  living  part  of  American  life. 


TAKING  A  STAND 


for  those  in  public  life  is  something  to  be 
avoided  if  avoidable.  If  not,  unequivocal 
firmness  on  both  sides  of  the  question  is 

A  southern  congressman  received  a  letter  from  a  constituent 
demanding  to  know,  "How  do  you  stand  on  whiskey?"  The 
trouble  was,  of  course,  that  the  letter  didn't  say  how  the  writer 
stood  on  whiskey,  so  the  congressman  wrote  back  as  follows: 

"I  had  not  intended  to  discuss  this  controversial  matter  at 
this  time.  However,  I  have  never  shunned  a  controversy  and  I 
will  take  a  stand  on  any  issue  at  any  time. 

"You  ask  me  how  I  stand  on  whiskey.  Here  is  how  I  stand:  If 
you  mean,  by  whiskey,  the  devil's  brew,  the  poison  scourge, 
the  bloody  monster  that  defiles  innocence,  dethrones  reason, 
destroys  the  home,  creates  misery  and  poverty — yea,  literally 
takes  the  bread  from  the  mouths  of  little  children — if  you  mean 
the  evil  drink  that  topples  Christian  man  and  woman  from  the 
pinnacles  of  righteous  and  gracious  living  into  the  bottomless 
pit  of  degradation,  despair,  shame,  helplessness  and  hopeless- 


the  best  way  out.  Here's  a  classic  exam- 
ple culled  from  the  newsletter  of  the 
Seraphic      Secretaries     of  America: 

ness — then  I  am  against  it  with  all  my  power. 

"But,  if  when  you  say  whiskey  you  mean  the  oil  of  conversa- 
tion, the  philosophic  wine,  the  elixir  of  life,  the  ale  that  is 
consumed  when  good  fellows  get  together,  that  puts  a  song  in 
their  hearts  and  the  warm  glow  of  contentment  in  their  eyes — if 
you  mean  Christmas  Cheer,  the  stimulating  sip  that  puts  a  little 
spring  into  the  step  of  an  elderly  gentleman  on  a  frosty 
morning — if  you  mean  the  drink  that  enables  man  to  magnify  his 
joy  and  to  forget  life's  great  tragedies,  and  heartbreaks  and 
sorrows — if  you  mean  that  drink,  the  sale  of  which  pours  into  our 
treasuries  untold  millions  of  dollars  that  provide  tender  care  for 
our  little  crippled  children,  our  blind,  our  deaf,  our  dumb,  our 
pitiful  aged  and  infirm — to  build  highways  and  hospitals,  and 
schools — then  I  certain ly  am  in  favor  of  it. 

"This  is  my  stand.  And  I  will  not  compromise.  " 


THE  RETURN  OF  THE  AIRSHIP 

It  looks  like  the  airship  may  return,  but  not  of  the  exciting  the  Coast  Guard's  most  effective  means  of  surveillance.  And  it 

Hindenburg  size.  Rather,  an  improved,  speedier  version  of  the  would  give  the  Navy,  too,  yet  another  means  of  spotting  roving 

blimps  that  were  so  effective  in  offshore  World  War  II  subma-  Russian  subs. 

rine  patrols.  For  the  innumerable  airship  buffs,  it  w  ill  be  nice  to  have 

With  the  new  U.S.  200-mile  fishing  limit,  airships  would  be  them  back. 
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Now  you  can  cook  and 
grow  younger! 


The  first  cookbook  based  on  Or  Frank's  re' 
olutionary,  bestseltlng  No-Aging  Di 
the  easy  way  lo  make  e- 
your  body  young  again 

nuclei  acid  With  100  te 


JSourSrwr 

'  a  Chic 


...On 


Broccoli L  Cumed Stulted 
Eggs  You  get  Ihe  complete 
diet,  a  shopper's  guide,  and 
new  medical  facts  in  the 
Foreword  by  Or  Benjamin  S. 
Frank  Cook  up  a  fountain  of 
youth  in  your  own  kitchen— 
and  watch  yoursell  shed 
wrinkles,  look  trimmer,  feel 


THE  DIAL  PRESS 


IF  A  BOOK'S  TITLE 
COULD  INSURE  SALES 

this  one  should  outsell  the  Bible,  Gone  With  the  Wind  and  The 
Joy  of  Sex  combined. 

Reading  the  copy,  you'll  wonder — in  this  age  of  Truth  in 
Advertising,  Federal  Trade  Commission,  Food  &  Drug  Ad- 
ministration and  all  those  bureaucrats — how  the  publishers  can 
get  away  with  this  stuff. 

Freedom  of  the  press,  my  friends,  freedom  of  the  press. 

I  can  hardly  wait  for  Dr.  Frank's  book  on  aphrodisiacs. 


THE  MULE  WAS  A  CAPITAL  INVESTMENT 

In  that  doctrinaire  film  documentary  on  the  Harlan  County  man  but  you've  got  to  buy  a  mule."  It's  hard  to  realize,  in  our 

coal  strike,  an  old  miner  recollects  the  story  of  the  mine  fortunate  part  of  the  world,  that  people  might  ever  have 

foreman  who,  fulminating  over  the  death  of  one  of  the  mules  mattered  less  than  beasts  and  machines  and  things.  That's  still 

used  to  haul  coal,  angrily  says,  "You  can  always  hire  another  the  reality  in  many  parts  of  the  world. 

WHEN  ONE  SEEKS  ASSURANCE 

there's  none  from  those  who  respond,  "Now,  don't  you  worry  asked.  If  you  are  concerned,  it's  nice  to  know  that  those 
about  a  thing."  you  query  are,  too. 

If  you  weren't  worried,    you   obviously  wouldn't  have        I'll  take  a  worrier  any  day  over  a  platitudinous  reassurer. 


IF  YOU  DON'T  MATTER  TO  YOU 

it's  hard  to  matter  to  others. 


NOBODY  MATTERS 

who  matters  to  nobody. 


SOMEONE  SHOULD  REMIND  THE  FEDERAL  RESERVE 


that  interest  rates  are  a  cost  of  doing 
business,  that  expensive  money  con- 
tributes to  inflation. 

One  might  be  more  sanguine 
about  the  current  credit  tighten- 
ing if  it  were  not  so  apparent  that 
the  Federal  Reserve  Board  is  as  be- 
fuddled as  the  rest  of  us  by  the 
gyrations  in  the  money  supply 
figures. 

Former  chairman  of  the  Council  of 
Economic  Advisors,  Walter  Heller, 
puts  the  danger  well:  "The  rapid  run 
up  in  interest  rates — more  appropri- 
ate to  a  roaring  recovery  than  to  the 
light  expansion  we  are  now  exper- 
iencing— poses  a  threat  to  private 
capital  spending.  [It  boosts]  the  cost 
of  capital  funds  both  directly  by 
boosting  rates  on  debt  instruments 
and  indirectly  by  spooking  the  stock 
market,  and  thus  raising  the  cost  of 
equity  funds." 

The  economy  has  made  impres- 
sive progress  since  the  1974-75  re- 
cession (although  not  always  at  a 
politically  convenient  speed),  and  it 
would  be  a  shame  if  the  Federal 
Reserve  Board's  overreaction 
plunged  the  country  into  a  prema- 
ture recession. 

That  would  set  the  stage  for  what 


By  M.S.  FORBES  Jr. 

the  Fed  fears  most:  another  round  of 
double-digit  inflation. 

INDEBTED  PARTNERS 

The  problems  Peru  and  Turkey  are 
having  in  servicing  their  debts  under- 
scores two  important  points  about  to- 
day's international  lending. 

First,  because  of  the  magnitude  of 
their  obligations  (Peru  $3  billion, 
Turkey  $2  billion),  such  countries  are 
partners  of,  as  well  as  debtors  to, 
commercial  banks. 

Second,  the  ability  of  the  Interna- 
tional Monetary  Fund  to  impose  fi- 
nancial discipline  on  wayward  bor- 
rowers is  not  quite  as  extensive  as  the 
IMF  and  commercial  banks  would 
have  us  believe. 

Banks  like  to  point  out  that,  in 
today's  interdependent  world,  no  na- 
tion will  willingly  cut  itself  off  from 
international  credit  by  reneging  on 
its  debts.  True  enough — as  far  as  it 
goes.  But  what  if  a  country  under- 
going financial  trouble  does  not 
adopt,  for  pressing  political  reasons, 
appropriate  corrective  measures?  Do 
the  banks  sit  back  anoVwait  for  the 
country  to  default?  Or  will  they  be 
tempted  to  accommodate  themselves 
to  political  reality  and  roll  over  the 


existing  debt  and  perhaps  extend 
new  credit  in  the  hopes  that  the 
situation  will  somehow  get  better? 

The  agent  for  disciplining  countries 
is  the  IMF.  If  the  country  does  what 
the  IMF  recommends,  then  commer- 
cial lenders  feel  free  to  lend  more 
money  because  that  nation  is  doing 
what  is  necessary  to  make  itself  cred- 
it-worthy. 

That's  the  theory. 

But,  as  Stalin  once  asked  about  the 
Pope:  "How  many  divisions  does  he 
have?,  "  how  much  of  a  club  does  the 
International  Monetary  Fund  really 
have  over  sovereign  nations?  When 
Egypt  earlier  this  year  followed  the 
IMF's  advice  and  imposed  austerity 
on  its  people,  the  result  was  riots  in 
the  streets.  The  Egyptian  govern- 
ment— and  the  IMF — beat  a  hasty 
retreat.  When  the  IMF  recomended 
that  Peru  take  a  dose  of  financial  cas- 
tor oil,  the  government  told  the  au- 
gust agency,  in  effect,  to  go  jump  in 
the  lake. 

In  all  likelihood  Peru  and  Turkey 
will  end  up  tightening  their  belts, 
but,  increasingly,  it  looks  as  if  bank- 
ers as  well  as  the  IMF  will  be  lending 
more  money  just  to  insure  the  safety 
of  their  previous  loans. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


The  Rich  Are  Soaked 

Despite  all  the  talk  about  how  the  rich 
get  away  with  murder  on  income  taxes, 
America's  progressive  tax  system  is  alive 
and  reasonably  well.  On  about  82  million 
individual  returns  filed  this  year,  the 
federal  government  collected  $132.2  bil- 
lion. Adjusted  gross  income — the  amount 
on  which  taxes  are  figured — topped  $1 
trillion  for  the  first  time. 

Who  paid  what?  A  new  Tax  Founda- 
tion study,  on  last  year  s  returns,  shows: 
The  top  10%  of  taxpayers — those  earning 
from  $23,420  a  year  and  up — paid  nearly 
half  the  total  tax  bill.  The  top  5%— 
$29,272  and  up — picked  up  the  tab  for 
more  than  one-third.  The  lowest  50% 
accounted  for  only  7%  of  collections. 

— U.S.  News  6-  World  Report 

Apropos  the  Energy  Bill 

Senator  Alfred  Beadleston  is  the  last  of 
a  fading  breed— crusty,  tough,  stylish, 
never  at  a  loss  for  words,  never  without  a 
rose  in  his  lapel.  If  there's  anything  he 
loves  more  than  a  bottle  of  Heineken,  it's 
the  New  Jersey  Senate.  In  the  upper 
house,  the  "Old  Dragon"  is  an  institu- 
tion During  a  particularly  frustrat- 
ing session  when  there  were  numerous 
bills  on  the  agenda  but  nothing  happen- 


ing— because  the  Democrats  were  in 
caucus  fighting  each  other — Beadleston 
walked  into  the  men's  room,  stood  at  the 
urinal,  and  commented  matter-of-factly, 
"This  is  the  only  thing  we  are  going  to 
pass  today  " 

— New  Jersey  magazine 

No  Future  for  D.C. 

What  the  Capitol  grounds  most  need 
is  the  enlivening  presence  of  human  be- 
ings; at  certain  seasons  of  the  year  a 
military  band  plays  twice  a  week  in  the 
square,  and  the  music  attracts  there  as 
much  of  a  crowd  as  so  small  a  town, 
which  is  composed  chiefly  of  idlers,  can 
afford.  But,  the  population  of  our  me- 
tropolis is  so  small  and  so  scattered,  that 
even  when  Congress  is  in  session,  the 
city  has  a  deserted  and  solitary  look  in 
every  part,  except  on  the  piazzas  and 
entrances  of  the  hotels,  and  the  few  pas- 
sengers  that   are   seen   glide  silently 


through  the  broad  avenues  like  flitting 
spirits.  .  .  .  The  traveler  who  would  see 
American  life,  and  form  his  opinions  of 
the  intensity  of  our  application  to  busi- 
ness and  thrift,  must  not  look  for  it  in 
Washington.  .  .  .  Everything  conspires 
to  ruin  Washington,  and  the  want  of 
wisdom  and  foresight  in  its  founders, 
which  scattered  it  over  so  large  a  space, 
made  its  defects  so  radical  that  it  is  hard- 
ly possible  it  should  ever  recover  from  its 
normal  weakness. 

— The  United  States  Illustrated,  1853 
quoted  in  Antiques 

Great  Britons 

A  Welshman— prays  on  his  knees  and  his 
neighbors. 

A  Scotsman — keeps  Sundays  and  every- 
thing else  he  can  get  his  hands  on. 
An   Irishman — doesn't  know  what  he 
wants  and  is  willing  to  die  for  it. 
An  Englishman — is  a  self-made  man  and 
worships  his  creator. 

— Anon 

Conservation  Piece 

[Conservationist  Edward]  Abbey  is  a 
living  American  artifact,  part  maverick, 
part  pastoral  extremist,  part  semi-her- 


mit, part  latter-day  Jeremiah  Johnson.  I 
like  him  best  when  he  is  most  ornery. 
He  throws  his  empty  beer  cans  out  his 
car  window.  "Littering  the  public  high- 
way?" he  asks.  "Of  course  I  litter  the 
public  highway.  Every  chance  I  get. 
After  all,  it's  not  the  beer  cans  that  are 
ugly,  it's  the  highway  that  is  ugly."  John 
Kennedy  is  assassinated.  So  what?  "Men 
as  good  as  he  were  being  murdered  ev- 
ery day." 

— Ted  Morgan, 
reviewing  The  Journey  Home, 
The  Neic  York  Times  Book  Review- 
Saving  at  What  Price! 

The  Senate  Finance  Committee  be- 
gan considering  other  tax  breaks  for 
business  working  from  a  30-page  list 
prepared  by  the  staff.  But  it  came  to  a 
halt — probably  temporary— when  Assis- 
tant Treasury  Secretary  Laurence 
Woodworth  announced  that  just  three 


pages  of  credits  would  cost  the  Treasury 
$15  billion  over  six  years  and  would 
save  only  20,000  barrels  of  oil  a  day. 

"I  thought  I  was  for  it  until  I  heard 
what  it  was  going  to  cost,"  said  Chairman 
Russell  Long  (D — La.).  "Now  I've 
changed  my  mind." 

*    »  * 

Armco  Steel  Corp.  says  special  pollu- 
tion-control equipment  it  had  to  install  at 
one  plant  cleans  up  21.2  pounds  of  visi- 
ble iron  oxide  dust  every  hour.  But  the 
equipment  is  run  by  a  1,020-horsepower 
electric  motor,  Armco  notes.  "Producing 
that  power  at  the  electric  utility's  plant 
spews  out  23  pounds  an  hour  of  sulphur 
and  nitrogen  oxides  and  other  gaseous 
pollution,"  the  company  claims. 

— Wall  Street  Journal 

400  For  2,000 

Some  of  the  Western  companies  that 
are  complaining  about  Japanese  compe- 
tition seem  to  be  seeking  a  scapegoat  for 
their  own  inefficiency.  For  example,  a 
British  television  set  maker,  Mullard, 
estimated  that  if  Hitachi  were  allowed  to 
open  a  plant  in  Britain  employing  400, 
Mullard  would  have  to  fire  1,500  work- 
ers. Another  manufacturer.  Thorn  Elec- 
trical, said  the  loss  of  work  would  affect 
up  to  2,000  people. 

Now  if  Hitachi  can  wreak  such  havoc 
with  400  workers — British  workers, 
mark  you,  paid  British  wages  and  be- 
longing to  local  trade  unions — its  man- 
agement must  be  decidedly  superior  to 
that  of  Mullard  and  Thorn.  The  trade 
unions  are  vigorously  backing  these' two 
firms,  calling  on  London  to  prohibit  the 
Japanese  venture.  — Barron's 

Conversations  That 

Never  Happen 

"Conversation  should  touch  every- 
thing, but  should  concentrate  itself  on 
nothing,"  said  Oscar  Wilde,  who  prized 
wit  above  wisdom.  Dr.  Samuel  Johnson 
took  a  broader  view:  "That  is  the  hap- 
piest conversation  where  there  is  no 
competition,  no  vanity,  but  a  calm  quiet 
interchange  of  sentiments." 

— Ted  Burke,  Town  is-  Country 

"My  wife  can  go  on  and  on  [said  one 
man  to  cardiologist  Dr.  Meyer  Fried- 
man] and  she  did — driving  three  hours 
from  here  to  Carmel!  I  really  was  listen- 
ing, and  I  didn't  say  a  damned  word,  but 
it  sure  was  tough.  When  we  stopped  she 
said,  'That's  the  first  time  we  ever  had 
such  a  lovely  conversation!' 

— Nancy  Mayer,  Signature 


The  fact  that  you  live  in  a  house  with  only  two 

servants  .  . .  need  not  imply  that  your  house  lacks  charm  or 

even  distinction,  or  that  it  is  not  completely  the  home 

of  a  lady  or  gentleman.  —Emily  Post 
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Lifestyle,  workstyle  and 
other  good  reasons  for  movine 
your  company  to  Rhode  Island. 

True  enough,  Rhode  Island  is  mansions 
and  music  festivals,  lawn  tennis  and  America's 
Cup  races. 

But  it's  also  industrial  land  with  waterfront 
access.  Advanced  R&D  centers.  State  financing 
and  tax  benefits.  Stable,  high-skill  labor.  Excellent 
facilities  for  shipping  by  air,  road,  rail,  water. 
Proximity  to  Boston  (1  hour  drive)  and  New  York 
(3  hours  by  Amtrak).  Freedom  from  urban  ' 
hassles.  And  a  uniquely  pleasant  lifestyle  and 
workstyle  for  you  and  your  associates. 

We  recently  had  Harbridge  House,  the 
management  consultants,  do  a  special  study  on 
industry  and  the  quality  of  life  here.  May  we 
send  you  a  copy?  Then,  perhaps,  next  time  you 
visit  Rhode  Island,  you'll  bring  your  company 
with  you. 

Write  or  phone  Gordon  Byrd,  Director, 
Rhode  Island  Department  of  Economic 
Development,  One  Weybosset  Hill,  Providence,: 
RI 02903.  401-277-2601. 

Rhode  Island 


j       will  be  a  major  lmder  under 

all  maiket  conditions 
to  the  major  industries  of  the  woild" 


"We  are  a  leader  in  industrial  lending.  That  has  always 
been  the  guts  of  The  Chase  Bank  and  it  is  going  to  be  even 
more  so  in  the  future. 

"We  want  this  bank  to  deal  with  the  best 
clients.  And  my  definition  of  best  has  nothing  to  do  with 
size.  What  we're  talking  about  is  selecting  the  clients 
really  want  to  do  business  with  over  the  long  term.  We  have  made 
a  commitment . . .  have  a  constancy  of  approach  on  how  we 
handle  these  companies. 

"I'm  saying  having  the  courage —and  it  does  take 
courage,  mind  you —to  be  a  lender  to  them  regardless  of 
what  the  market  is.  You  don't  maximize  your  income  at  all 
times,  but  you  maximize  your  relationship  at  all  times. 

"We're  going  to  be  on  the  leading  edge  of  the  competition 
in  every  aspect  of  our  business. 

"You  are  going  to  get  the  best  service 
The  Chase  Bank  can  offer . . .  anywhere  in  the  world. 


The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
and  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager.  Call  on  today's  Chase  Bankers  today. 


es  H  Carey 

cutive  Vice  President 

porate  Banking  Department 


CHASE  MANHATTAN  BANK.  N  A.  1977 


SEE  WHAT'S  NEW  TODAY 
IN  A  CHEVROLET. 


The  New  Chevrolet  Caprice.  It  has  America  shouting'more" 


Last  year  we  introduced  The 
New  Chevrolet,  a  whole  new  kind  of 
six-passenger  car.  And  like  hot 
dogs  and  apple  pie,  America  is 
eating  it  up. 

Now  in  its  second  year,  The 
New  Chevrolet,  compared  to  the 
full-size  '76  Chevrolet,  continues 
to  give  you  more: 

More  miles  per  gallon. 

24  mpg  highway,  17  mpg 
city — EPA  estimates  with  standard 
250  cu.  in.  L6  engine  and  automatic 
transmission.  In  California,  EPA 
estimates  are  lower.  (Your  mileage 
depends  on  how  you  drive,  your 
car's  condition,  where  you  drive, 
and  your  car's  available  equipment 
Also,  The  New  Chevrolet  is 


equipped  with  GM-built  engines 
produced  by  various  divisions.  See 
your  dealer  for  details.) 

More  manageability  in  city  traffic. 

Reduced  overhang,  front  and 
rear,  plus  a  shortened  turning 
diameter,  make  the  car  noticeably 
more  nimble  where  space  is 
limited.  Parking  is  easier,  too. 

More  head  room. 

You'll  sit  tall  in  this  proud  car. 
New  design  creates  more  clearance 
for  heads  and  hats. 

More  rear-seat  leg  room. 

You'll  find  more  rear-seat  leg 
room  in  the  Sedan  (shown),  and  in 
the  Coupe.  For  your  legs,  your 
knees,  for  your  comfort  as  you  ride. 


More  trunk  room. 

Open  wide  and  say  "Ah,  now 
that's  more  like  it."  Total  capacity: 
About  20  cubic  feet 

More  ease  of  maintenance. 

Engine  diagnostic  connector 
helps  make  up  to  35  electrical 
checks,  quickly  and  easily. 
Freedom  battery  never  needs  water. 

More  ease  of  entry  and  exit. 

The  increased  height  and 
straight-up  sides  make  The  New 
Caprice  easier  to  get  into  and  out 
of,  a  feature  you 
and  your 
passengers 
will  relish. 


Now  that's  more  like  it. 


All  comparisons  relate  to  the  1  976  full-size  Chevrolet. 


Forbes 


Comes  The  Revolution! 

Next  time  you  ride  in  a  New  York  City  taxi,  treat  the  driver  . 
with  respect.  He  may  now  be  richer  than  your  stockbroker. 


By  ROBERT  J.  FLAHERTY 

What  do  a  taxi  driver  and  a  member  of 
the  New  York  Stock  Exchange  have  in 
common?  Answer:  Both  need  a  license  to 
do  business.  But  at  the  moment,  in  New 
York  City  at  least,  and  if  the  driver  owns 
his  own  cab,  the  cabby  seems  to  have  the 
best  of  it.  A  membership  on  the  New 
York  Stock  Exchange  changed  hands  last 
month  for  $35,000.  The  same  week,  a 
New  York  taxicab  medallion  sold  to  an 
owner-driver  for  $50,000. 

And  that's  only  the  least  of  it.  There 
are  1,366  Stock  Exchange  seats.  So  the 
whole  New  York  Stock  Exchange  seems 
to  be  worth  about  $48  million.  But  there 
are  5,000  New  York  owner-driver  taxi 
medallions — making  this  segment  of  the 
city's  taxicab  fleet  worth  nearly  five 
times  as  much.  The  broker's  seat  is  down 
93%  from  its  1969  high;  the  taxi  medal- 
lion is  at  an  alltime  high. 


That  s  just  one  measure  of  how  the 
mighty  have  fallen.  Said  one  taxi  owner- 
driver  last  month,  just  back  from  a  trip  to 
Wall  Street:  "The  tips  aren't  what  they 
used  to  be  down  there." 

Is  worse  in  store  for  the  owners  of  the 
Big  Board?  Will  a  "seat"  end  up  having 
chiefly  commemorative  value?  Like  a 
share  of  Penn  Central  common  stock? 

"Not  at  all,"  protests  Francis  J.  Pala- 
mara,  executive  vice  president  of  the 
New  York  Stock  Exchange,  who  suggests 
that  a  Big  Board  membership  may  really 
be  one  of  the  most  dramatic  special  situa- 
tions in  the  investment  world  today. 
"Actually,  a  seat  is  a  misnomer,"  he  says. 
"A  seat  is  really  a  share  of  stock  in  the 
New  York  Stock  Exchange,  and,  like  any 
other  stock,  a  seat's  value  rises  or  falls 
depending  on  supply  and  demand  and 
the  outlook  for  business." 

Speaking  of  outlook,  a  Big  Board 
membership,  like  much  of  the  merchan- 


dise that  brokers  peddle  these  days,  is 
selling  at  a  substantial  (32%)  discount 
from  book  value — which  is  $53,000  per 
share.  Price/earnings  ratio?  Depends  on 
how  you  figure  it.  Theoretically,  there 
are  no  earnings,  because  the  exchange  is 
not  organized  for  profit.  But  the  excess  of 
revenues  over  costs  after  taxes  last  year 
came  to  about  $3,000  per  seat.  A  share  in 
the  Stock  Exchange  sells  for  nearly  12 
times  last  year's  earnings,  but  while  a 
share  of  stock  is  simply  a  share  of  stock,  a 
share  in  the  New  York  Stock  Exchange 
carries  a  special  privilege:  the  right  to 
trade  without  paying  commissions. 

What  has  depressed  the  price  of  a 
membership  is — in  addition  to  cut-rate 
brokerage  commissions — the  likelihood 
that  the  Exchange's  Rule  390  may  be 
outlawed  by  the  Securities  &  Exchange 
Commission.  Rule  390  bars  member 
firms  from  making  principal  trades  off 
the  Exchange.  Once  that  rule  goes,  what 
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Judgment  Of 
The  Marketplace 

With  fixed  commission 
rates  a  thing  of  the  past 
and  the  prospect  of  off- 
board  trades  looming,  a 
seat  on  the  New  York  Stock 
Exchange  now  sells  for 
less  than  a  New  York  City 
taxicab  medallion.  Cab 
drivers,  moreover,  expect 
to  get  tips,  not  give  them. 


75  '77 


would  a  membership  be  worth?  Who 
would  need  one?  John  C.  Whitehead, 
senior  partner  of  Goldman,  Saehs,  has 
predieted  that  if  the  SEC  forces  repeal  of 
off-Board  trading  rules,  the  Big  Board 
will  almost  immediately  lose  half  its  vol- 
ume and  eventually  90%. 

But  back  to  Palamara's  special  situa- 
tion pitch.  The  current  low  price  of  a 
membership  largely  discounts  this  dan- 
ger. The  potential  good  news  is  this: 
Some  semblance  of  390  may  remain  in 
force.  Says  Palamara: 

"If  Bule  390  remains,  or  if  a  central 
marketplace  is  created  where  the  busi- 
ness won't  simply  go  upstairs  and  be  lost 
but  where  we  can  compete  for  it,  we 
think  we  will  then  prosper  and  our  seats 
will  be  worth  more.  We  feel  we  can 
compete  if  we  are  allowed  to." 

Strange  things  can  happen.  Even 
harder  hit  than  the  Big  Board  have  been 
the  lesser  stock  exchanges.  A  member- 
ship on  the  American  Stock  Exchange 
recently  brought  just  $33,000,  down 
from  $350,000  in  1969;  on  the  Midwest 
Stock  Exchange,  $2,500  vs.  $70,000;  on 
the  Boston  Exchange,  $500  vs.  $27,500. 

To  illustrate  the  speculative  potential, 
a  Boston  Stock  Exchange  membership 
that  sold  at  $175  in  March  had  by  mid- 
October  rebounded  to  $500. 

Not  everyone  can  play  this  particular 
stock  exchange  game.  To  buy  a  member- 
ship, you  must  prove  that  you  are  of 
good  character,  that  you  understand  the 
business,  that  you  intend  to  use  the 
membership  for  business  purposes  and 
that  you  know  how.  But  isn't  that  true  of 
taxicab  medallions,  too?  ■ 


Where  Has  All  The  Gin  Gone?  w 


Almost  clear  out  of  sight,  it  turns  out. 


Whether  or  not  President  Carter 
ever  uttered  the  phrase  "three-martini 
lunch'  when  he  declared  war  on  those 
who  live  it  up  on  tax-deductible  expense 
accounts*,  there  is  no  doubt  the  White 
House  thinks  a  lot  of  business  people 
really  live  that  way.  On  the  basis  of 
evidence  gathered  in  a  random  walk 
through  some  well-known  expense  ac- 
count joints  in  four  cities,  however,  it 
appears  that  the  White  House  is  dead 
wrong.  Not  only  are  martini  drinkers 
relatively  rare  these  days,  but  hard  stuff 
of  all  kinds  is  out  of  fashion.  Consider: 

•  New  York:  The  Four  Seasons  res- 
taurant served  213  guests  at  lunch  on 
Oct.  12.  In  all,  they  consumed  373  alco- 
holic drinks,  1.75  drinks  (including  glass- 

*Despite  press  reports  quoting  him  that  tvay, 
the  White  House  denies  the  President  used 
those  words.  He  has  spoken,  however,  of  the 
"$50-martini  lunch." 


es  of  wine)  per  person.  Martinis?  A 
grand  total  of  five.  For  every  belt  of  gin, 
47  glasses  of  wine  were  served. 

•  Washington,  DC:  The  Cantina 
d'ltalia  served  74  guests  at  lunch  on  Oct. 
13.  They  consumed  100  drinks,  1.4  per 
person,  nine  of  them  martinis.  The  wine- 
to-martini  ratio:  11  to  1. 

•  Houston:  Maxim's  served  231 
guests  at  lunch  on  Oct.  12.  They  con- 
sumed 385  drinks,  1.67  per  person,  20  of 
them  martinis,  60  glasses  of  wine. 

•  Los  Angeles:  Scandia  served  245 
guests  at  lunch  on  Oct.  12.  They  con- 
sumed 370  drinks,  1.5  per  person,  nine 
of  them  martinis.  One  out  of  three  drinks 
at  lunch  was  wine. 

Having  reported  the  trend  as  it  was 
happening,  Forbes  was  not  surprised  by 
the  fact  of  wine's  popularity,  but  we 
were  astonished  by  the  degree  of  it  to- 
day. Only  the  White  House,  perhaps,  is 
behind  on  the  story.  ■ 
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Trials  And  Tribulations 

Poor  Tom  Jones!  The  Northrop  boss  suffers  first  from 
Richard  Nixon's  guilt  and  then  from  Jimmy  Carter's  innocence. 


In  the  couple  of  years  that  he  was  on 
public  trial  during  the  Cultural  Revolu- 
tion that  the  U.S.  called  Watergate, 
Northrop's  Chief  Executive  Officer 
Thomas  V.  Jones  had  one  consolation: 
Business  had  never  been  better.  Sure, 
the  wall  posters  published  in  The  New 
York  Times  had  been  tough;  the  Special 
Prosecutor  had  nailed  him  personally  for 
corporate  contributions  to  the  Nixon 
campaign;  and  a  dissident  shareholder 
suit  had  even  managed  to  cost  Jones  a 
bundle  personally  and  threaten  his  job. 
But  just  how  sore  could  shareholders  be? 
Sales  topped  $1  billion  for  the  first  time 
last  year,  orders  poured  in,  earnings 
soared  and  Jones  raised  the  dividend  for 
the  sixth  time  in  less  than  four  years. 
Now  the  public  trials  are  over,  Tom 
Jones  has  been  rehabilitated,  and — 
guess  what? — that's  right:  Now  the  busi- 
ness is  giving  him  worries. 

Northrop's  stock — which  had  pre- 
viously been  as  close  to  glamour  as  the 
defense  industry  could  produce — has 
slumped  to  around  19  since  March's  high 
of  nearly  25  (adjusted  for  May's  2-for-l 
stock  split,  which  was  supposed  to  help 
the  stock).  And  this  with  Northrop  ex- 
pected to  report  earnings  this  year  of 
something  like  $4.25  a  share,  vs.  $2.88  a 


share  last  year. 

Why  the  sag  in  the  stock?  Well,  the 
order  book  has  plenty  to  do  with  it.  In  an 
industry  where  stock  prices  tend  to  be 
keyed  to  backlogs,  the  slip  in  Northrop's 
reported  orders  to  $1.9  billion  from  $2.5 
billion  a  year  earlier  was  interpreted  as 
portending  ill.  Northrop's  explanation — 
that  booking  a  $1.4-billion  Saudi  contract 
had  distorted  the  backlog  last  year,  and 
that  the  trend  is  basically  unchanged — 
apparently  has  convinced  few  investors. 

But  Northrop's  current  worries  go 
deeper.  Purveyor  of  superb  vest-pocket 
jet  fighters  to  shahs,  generalissimos,  pa- 
shas and  supremos  of  all  sorts,  Northrop 
gets  about  40%  to  50%  of  its  sales  from 
overseas  arms  deals — the  very  sort  that 
Jimmy  Carter  says  are  wrong.  If  Carter 
follows  through  on  his  intent  to  trim 
U.S.  arms  exports,  Northrop  could  be  a 
prime  victim. 

To  understand  the  situation,  think  of 
jet  fighters  as  cars.  The  U.S.  Air  Force 
and  Navy  are  like  a  couple  of  competing 
suburban  families:  Each  drives  two  cars. 
The  Navy  has  Cadillacs  (the  F-14,  built 
by  Grumman,  for  about  $12  million 
each)  and  Pintos  (the  F-18,  built  by  Nor- 
throp and  McDonnell  Douglas  for  a  little 
over  $6  million).  The  Air  Force  has  Con- 


tinentals (the  F-15,  built  by  McDonnell 
Douglas,  for  about  $12.5  million)  and 
Novas  (the  F-16,  built  by  General  Dy- 
namics for  around  $6  million). 

All  right:  Northrop's  old  standby,  the 
F-5  (once  called  the  "Freedom  Fighter," 
now  called  the  "Tiger  II "),  is  still  rolling 
off  the  assembly  line  at  the  satisfying  rate 
of  12  a  month,  but  that  is  down  from  15  a 
month  last  year.  The  F-5  is  the  original 
compact  jet  fighter  and  is  one  of  the 
aging  jet  fighters  around  the  world  that 
Northrop  figures  need  to  be  replaced  in 
the  years  ahead.  Obviously  some  of 
these  will  be  top-of-the-line  F-14s  and  F- 
15s.  But  the  action  in  the  world  market  is 
largely  for  the  economy  models,  and,  not 
surprisingly,  it  is  here  that  the  competi- 
tion is  toughest.  Northrop  wants  to  sell  a 
new  version  of  the  F-18  fighter  and  at- 
tack aircraft  that  it  and  McDonnell 
Douglas  Corp.  are  developing  for  the 
U.S.  Navy.  McDonnell  is  prime  contrac- 
tor on  the  Navy  version  which  will  be 
capable  of  operating  from  carriers,  while 
Northrop  would  be  prime  on  the  land- 
based  export  model.  But  Northrop  fates 
competition,  not  only  from  other  U.S. 
fighters,  but  from  such  foreign-built 
fighters  as  French  Mirages,  Swedish 
Viggens  and  even  Russian  MiG-21s. 
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Here's  where  Northrop's  handicaps 
can  be  found. 

First  of  all,  the  Navy  is  now  squab- 
bling internally  about  how  high  its  com- 
pad  fighter  ranks  on  its  want  list.  As  a 
result,  F-18  spending  may  be  cut  and 
production  could  be  delayed  by  as  much 
as  a  year. 

What's  more,  the  Pentagon  seems  to 
be  pushing  General  Dynamics'  F-16 — 
the  Nova — in  overseas  sales,  rather  than 
Northrop's  Pinto.  The  F-16  has  already 
been  picked  by  tour  North  Atlantic  Trea- 
ty Organization  countries  in  an  elaborate 
coproduction  scheme  (Forbes,  Dec.  15, 
1976),  and  there  may  be  more  to  come. 
In  an  uncharacteristic  slip  from  his  sol- 
dierly circumspection,  Jones  flatly  accus- 
es the  Pentagon  of  favoritism:  "We  think 
it  is  wrong  .  .  .  but  it  is  so." 

As  if  that  weren't  enough,  Northrop  is 
having  to  compete  with  its  own  partner 
for  sales.  At  about  the  time  it  was  bid- 
ding on  the  Air  Force  lightweight  pro- 
gram (which  it  later  lost  to  General  Dy- 
namics   F-16),    Northrop    brought  in 


McDonnell  Douglas  to  help  it  win  the 
similar  Navy  contract.  Virtually  without 
Navy  experience,  Northrop  went  halves 
with  experience-rich  McDonnell.  Well, 
not  exactly  halves:  On  the  F-18,  which 
was  selected  by  the  Navy,  McDonnell 
Douglas  gets  60%  of  the  work  and  Nor- 
throp 40%,  with  the  shares  reversed  for 
land-based  models.  Get  it?  All  the  U.S. 
buy  so  far  is  carrier-based. 

So  now  McDonnell  Douglas  is  blan- 
keting potential  customers  around  the 
world,  including  key  NATO  allies,  ex- 
plaining the  advantages  of  its  carrier- 
based  model  and  stressing  that  it  will  be 
identical  with  what  the  Navy  is  getting — 
not  a  pig  in  a  poke. 

So  it  is  no  wonder  that  Jones — always 
an  intense  man — fidgets  more  than  ever 
in  search  of  understanding  during  an 
interview.  "Do  you  understand  what  I 
am  trying  to  say?"  he  asks.  "Do  you 
follow  me?"  Four  years  of  questions  at 
the  hands  of  congressional  committees, 
young  SEC  staffers,  hostile  attorneys, 
have  aged  him.  At  53  he  looked  45. 


Today,  at  57,  he  looks-^57.  Yet  the  old 
note  of  almost  evangelical  fervor  is  still 
there  when  he  describes  the  basic  Nor- 
throp philosophy  of  providing  low-cost, 
high-quality  products  on  time  and  at  the 
price  promised. 

Despite  its  troubles,  Northrop  is  in 
amazingly  good  shape — because  of  steps 
Tom  Jones  took  when  he  became  chief 
executive  officer  in  1960.  Jones'  strategy 
was  to  diversify  within  the  defense  in- 
dustry, into  everything  from  instrumen- 
tation to  optics  to  weapons  guidance. 
Result:  As  early  as  1962,  Northrop  could 
weather  the  cancelation  of  a  big  project 
like  the  Skybolt  missile  (its  job  was  the 
guidance  system)  without  disaster.  To- 
day, quite  aside  from  the  fighters, 
there's  plenty  of  new  business  in  the 
offing — including  the  inertial  navigation 
system  for  the  new  advanced  ICBM  pro- 
gram. Jones'  prescription  for  the  com- 
pany— plenty  of  "quiet  confidence"  and 
"patience"  while  waiting  for  Jimmy  Car- 
ter to  get  over  his  innocence — is  the 
right  one.  ■ 


Up,  lip  And  Away!  

How  a  onetime  barnstorming  pilot  became  a  high-flying  businessman. 


What  if  die  Great  Waldo  Pepper, 
flying  ace  and  barnstormer  extraordi- 
nary, hadn't  died  after  that  dogfight  at 
the  end  of  the  movie?  Well,  he  might 
have  settled  down,  gone  to  work  for 
Pan  Am,  and  wound  up  a  corporation 
president.  At  least  that's  what  hap- 
pened to  one  oldtime  wing-walker  and 
barnstormer,  Albert  L.  Ueltschi  (pro- 
nounced like  a  drunk  saying,  "You'll 
see").  Now  60,  Ueltschi  is  founder, 
president  and  principal  (42%)  propri- 
etor of  a  fast-growing  and  highly  profit- 
able little  company  known  as  Flight 
Safety  International. 

Having  barnstormed  his  way  around 
the  South  in  the  late  Thirties,  Al  Uel- 
tschi went  to  work  flying  for  Pan  Ameri- 
can during  World  War  II  and  wound  up 
as  personal  pilot  to  Pan  Am's  boss,  Juan 
Trippe,  flying  him  around  the  U.S.  on  a 
regular  basis.  "Pan  Am  didn't  have  any 
domestic  routes,"  Ueltschi  says,  "and  it 
found  out  what  corporations  are  finding 
out  today — that  you  can't  get  there  from 
here  if  you  don't  have  a  corporate 
airplane. 

In  his  free  time,  Ueltschi  began  think- 
ing of  how  he  could  fit  into  the  inevitable 
expansion  of  commercial  aviation  after 
the  war.  Pilots  would  be  needed.  Why 
not  set  ur>  a  business  to  provide  flight 
training  for  all  those  pilots  coming  back 
from  World  War  II  who  needed  training 
to  accommodate  their  military  skills  to 
commercial    airiines?    Trippe  himself 
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liked  the  idea.  So  Ueltschi  took  out  a 
mortgage  on  his  house,  started  out  with 
"a  Link  trainer,  a  secretary  and  an  idea, 
and  ran  the  company  in  his  spare  time 
until  1968,  when  he  quit  Pan  Am  and 
took  the  company  public. 

With  just  about  the  only  formal  pilot 
training  organization  outside  the  govern- 
ment and  the  commercial  airlines,  FSI 


Standpat:  Albert  Ueltschi  won't  sell 
any  of  his  stock  in  Flight  Safety  Inter- 
national. He  believes  in  it  too  much. 


has  managed  to  corner  a  good  35%  of  the 
market,  and  its  position  is  still  expand- 
ing. Most  of  its  revenues  (65%)  come 
from  training  pilots  for  corporate  aircraft 
who  have  to  certify  their  proficiency  pe- 
riodically under  Federal  Aviation  Ad- 
ministration regulations.  FSI  operates  18 
training  centers  around  the  country  and 
trains  4,000  pilots  a  year  for  over  900 
(mainly  corporate)  clients. 

Using  visual  electronic  flight  simula- 
tors, FSI  charges  a  fairly  stiff  fee  for  its 
service — $4,000  a  year  for  a  Falcon  jet 
pilot,  for  instance.  But  its  training  is  so 
effective  that  FSI  trainees  have  a  signif- 
icantly better  safety  record  than  pilots  in 
general. 

Over  the  past  five  years  FSI's  earnings 
have  quadrupled  on  a  124%  gain  in  sales, 
and  last  year  it  earned  $4  million  on 
$15.7  million  in  sales,  for  a  27%  return 
on  equity.  "We  have  to  make  all  that 
money,"  Ueltschi  says  cheerfully,  "be- 
cause we  have  to  put  it  right  back  to 
expand  the  business." 

Over  the  past  year  or  so,  Ueltschi  has 
diversified  into  simulators  for  big  oil  and 
liquefied  natural  gas  tankers — a  market 
that  could  be  bigger  than  aircraft  simula- 
tors. Ueltschi  owns  more  than  1  million 
shares  of  the  company,  worth  over  $16 
million  currently,  and  he  intends  to  hold 
onto  them.  "It's  not  that  I'm  greedy,"  he 
says,  his  Kentucky  boyhood  twanging  in 
his  voice.  "I  believe  in  this  company, 
and  I'm  not  selling  any  of  it.  "  ■ 
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Miami:  Saved  Again 

Switzerland?  No,  it's  southeast  Florida.  All  that 
refugee  money  is  putting  the  glitter  back  in  the  Gold  Coast. 


By  PHYLLIS  BERMAN 

Like  next  year's  orange  crop,  something 
always  seems  to  come  along  to  save  Flor- 
ida. After  the  late  1920's  land  bubble 
burst,  it  was  affluent  northern  tourists, 
then  World  War  II.  There  was  a  boom  of 
retirement  communities  in  the  Fifties, 
Cape  Canaveral  and  the  space  program 
in  the  Sixties,  condominium  construc- 
tion in  the  early  Seventies.  Now,  with 
the  bloom  off  tourism  and  construction,  a 
Latin  America  capital  flood  has  arrived 
just  in  time,  and  it  may  be  the  biggest, 
fattest  orange  of  all. 

Billions  of  dollars  of  hard  cash — a  net 
increase  in  deposits  of  over  $5  billion 
since  1975  alone  according  to  Federal 
Reserve  figures — to  say  nothing  of  equi- 
ty money  in  everything  from  real  estate 
to  textiles,  have  been  flooding  into  the 
U.S.  from  the  oil-rich,  politically  unsta- 
ble or  inflation-ridden  countries  of  Latin 
America.  And  hundreds  of  millions  of 
dollars  are  being  funneled  into  southeast 
Florida,  the  boom-and-bust  resort  area 
that  is  booming  once  again. 

"See  this?"  asked  the  handsome  32- 
year-old  banker,  holding  up  an  undistin- 
guished-looking brown  attache  case. 
"Last  month,  I  brought  $672,000  into 
the  country  in  it." 

Bravado  is  the  byword.  "Last  year," 
he  goes  on,  "a  South  American  walked 
into  the  bank  after  5  p.m. — when  the 
vault  was  closed — with  three  suitcases 
containing  $1.2  million.  The  manager 
wanted  to  call  in  a  special  guard,  but  I 
told  him:  'Look,  I've  seen  Latins  who 
keep  more  than  that  in  their  mattresses. 
I'll  stay  tonight  and  watch  the  money.'  It 
took  five  hours  to  count  it  the  next  morn- 
ing." He  holds  out  his  arms  like  a  fisher- 
man describing  a  catch:  "It  was  this  big 
and  this  high." 


Despite  such  colorful  stories,  Casab- 
lanca it  is  not.  Most  of  the  money  comes 
to  Miami  in  more  mundane,  open  ways. 
Flowing  from  a  huge  area  of  the  Caribbe- 
an, Central  America  and  South  America 
that  extends  from  Jamaica  to  Chile,  it 
enters  the  U.S.  with  varying  degrees  of 
difficulty  and  by  hundreds  of  methods. 

For  the  fact  is  that,  more  than  Europe, 
Latin  America  is  facing  a  time  of  trial,  as 
hopes  for  gradual  amelioration  of  the 
peasant's  lot  fades,  population  pressures 
grow  and  "revolution,"  however  fruit- 
less, looms.  Few  rich  Latins  intend  to 
live  their  own  private  version  of  the  Cu- 
ban experience — that  is,  if  they  can 
avoid  it.  "They  come  to  visit  their  old 
pals  from  Havana  who  used  to  take  them 
yachting  and  find  them  cutting  grass," 
says  a  banker.  "They  vow  it  won't  hap- 
pen to  them." 

Stimulating  the  whole  process  is  the 
U.S.  tax  code  and  its  cushy  incentives  for 
foreign  investment.  Says  tax  lawyer  Jor- 


5??@n/  change 
Cambiar  os  moneda 
extrLfrjera 

Nous  echangeons 
Fargent  etranger 

Au^riSsche  waerung 


Sign  Of  The  Times:  Signs  like  this 

are  common  in  once-provincial  Miami. 


dan  Bittel  of  Miami's  Bittel,  Langer  & 
Blass:  "A  foreigner  can  minimize  or 
avoid  entirely  almost  all  the  taxes  that 
U.S.  investors  have  to  pay — U.S.  estate 
and  gift  taxes,  taxes  on  dividends  and 
interest,  capital  gains  tax  and  corporate 
income  tax — if  the  investment  is  handled 
properly.  One  thing  the  Latin  has  to  do 
is  avoid  buying  anything  in  his  own  name 
and  buy  it  through  a  foreign  corporation 
instead." 

The  effect  on  south  Florida  has  been 
electric.  The  deluge  is  so  great  that  there 
are  $150,000-plus  savings  accounts  in 
Miami  collecting  no  interest  at  all.  That's 
right:  no  interest.  Southeast  First  Na- 
tional Bank  of  Miami  (a  subsidiary  of 
Southeast  Banking  Corp.,  Miami's  big- 
gest bank,  with  more  than  a  half-billion 
dollars  in  foreign  deposits)  announced  18 
months  ago,  when  interest  paid  on  CDs 
fell  below  that  of  regular  savings  ac- 
counts, that  it  would  no  longer  pay  inter- 
est on  amounts  above  $150,000  that  re- 
mained in  savings  accounts.  "There  was 
no  big  runoff  from  those  accounts,"  says 
Thomas  B.  Walker,  Southeast's  econo- 
mist. Much  of  the  big  money  stayed 
there — drawing  zero  interest.  "The  Lat- 
in can  be  pretty  unsophisticated  about 
his  investments,"  explains  Chilean-born 
Hugo  Zamorano  of  Continental  Intera- 
merica  Corp.,  which  advises  Latin 
American  investors  in  Miami.  "What 
he's  most  concerned  about  is  preserva- 
tion of  principal.  He  often  cares  less 
about  making  money  than  keeping  what 
he's  got." 

Starting  in  the  late  Sixties,  the  big 
banks  from  Atlanta,  California  and  New 
York — like  Citizens  &  Southern.  Bank  of 
America  and  Citibank — started  opening 
up  Latin-staffed  offices  in  Florida.  Just 
six  months  ago  Morgan  Guaranty  opened 
the  11th  such  office.  (Banks  are  permit- 
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ted  to  move  interstate  under  the  Federal 
Edge  Act,  as  long  as  they  do  only  inter- 
national financing  and  take  only  foreign 
deposits.)  Officially,  the  big  banks  were 
moving  into  Florida  to  service  the  short- 
term  trade  transactions  of  the  scores  of 
big  multinationals  that  had  established 
their  Latin  branches  there.  But  the  real 
object  of  their  move  was  refugee  capital. 

Secrecy  is  often  a  standard  operating 
procedure.  Many  accounts  are  num- 
bered. Lawyers,  brokers  and  bankers 
won't  divulge  clients'  names.  "If  a  client 
got  on  a  plane  from  Rio  to  Miami,  picked 
up  your  magazine  and  saw  the  specifics 
of  his  deal,"  says  Richard  S.  Lehman,  an 
international  tax  consultant,  "it  would 
kill  our  business."  It  might  kill  the  cli- 
ent, too. 

Banks  are  only  the  beginning.  Real 
estate  is  starting  to  move  again,  thanks  in 
major  part  to  Latin  dollars.  "Land  has 
always  held  a  fascination  for  Latins.  It's 
their  traditional  hedge  against  inflation," 
says  Frank  J.  Preve,  head  of  Citizens  & 
Southern's  Edge  Act  in  Florida.  "And 
the  downturn  in  1974  taught  Latins  the 
value  of  income-producing  properties 
like  shopping  centers  and  apartment 
buildings,  as  opposed  to  speculative 
holdings  in  raw  land." 

At  the  low  end  of  the  real  estate  mar- 
ket, companies  like  General  Develop- 
ment unload  cleared  land  in  develop- 
ments in  outlying  Florida  areas  in  one- 
or  two-lot  parcels  on  less  affluent  Latins 
who  may  never  even  see  the  property 
they  are  buying.  General  Development 
works  through  an  independent  fran- 
chised  representative,  Nicholas  Morley, 
whose  contacts  are  so  good  that  ex-Presi- 
dent Richard  Nixon  chose  him  to  accom- 
pany his  wife  as  a  special  ambassador  on 
a  South  American  tour  in  1974.  These 
independent  representatives  can  charge 
a  30%  commission,  but  developers  pay  it 
gladly.  The  reps  have  lots  of  cash 
customers. 

The  more  affluent — but  not  really 
rich — Latins  are  buying  condominiums, 
either  on  the  water  or  in  Key  Biscayne 
(Nixon's  Florida  home  has  become  a  ha- 
ven for  Latins).  In  fact,  says  Raul  J. 
Valdes-Fauli,  a  Cuban-born,  Harvard- 
educated  Miami  lawyer,  "About  one- 
third  of  all  high-priced,  luxury  condo- 
miniums in  the  area  are  in  Latin  hands." 


The  superrich  Latins  are  buying  banks 
and  shopping  centers,  setting  up  busin- 
esses and  establishing  real  estate  invest- 
ment funds.  Their  money  usually  flows 
through  tax  lawyers  like  Miami's  newly 
formed  firm  of  Barron  &  Lehman,  found- 
ed by  two  former  Internal  Revenue  Ser- 
vice lawyers  who  have  been  enjoying  the 
Latin  bonanza  for  just  2lA  years.  In  that 
period  the  firm  has  closed  a  reported 
$130  million  worth  of  real  estate  transac- 
tions for  Latin  clients.  Richard  S.  Leh- 
man and  Ronald  M.  Barron  work  in  tan- 
dem with  realtors  like  Paul  Skoric  of 
Soundvest  Properties,  Inc.  Says  Skoric: 
"Most  of  my  clients  come  up  here  for 
three  or  four  days.  The  wife  goes  directly 
to  the  new  Omni  International  Hotel  to 
do  her  shopping;  I  rent  a  twin-engine 
plane  to  take  her  husband  shopping 
too — for  apartment  buildings  and  shop- 
ping centers." 

Skoric  shows  four  properties  in  a  day 
to  a  single  customer,  and  the  deals  are 
consummated  quickly  so  that  the  buyer 
can  get  back  home  to  his  own  business. 
"Just  last  month,''  Skoric  recalls,  "I  got  a 
Latin  customer  to  agree  to  buy  an 
80,000-square-foot  shopping  center  in 
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La  Vida  Dulce:  Latins  who  carry 
suitcases  full  of  cash  to  Miami  will  find 
no  shortage  of  ways  to  blow  it.  The 
hotel  suite  (left)  in  Miami's  new 
Omni  International  Hotel  goes  for 
$425  a  night.  Last  month  Omni's  man- 
ager said  the  suite  was  booked  for 
the  next  four  weeks.  Emilio  Pucci 
and  Hermes  (below)  are  not  the  only 
purveyors  of  luxury  goods  and  apparel 
at  Omni's  shopping  center.  Among  163 
others  are  Givenchy  and  Lanvin. 
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Jacksonville  for  $400,000  up  front.  It 
took  me  3!^  days  to  negotiate  the  price. 
By  1  p.m.  Tuesday,  Rich  Lehman  of 
Barron  &  Lehman  was  still  knocking  out 
a  contract.  My  client  was  leaving  at  2:30 
p.m.  With  contract  in  hand,  I  ran  down 
the  airport  concourse,  and  we  ended  up 
signing  the  deal  on  each  other's  back." 

The  most  sophisticated  Latins  are 
scrambling  for  a  piece  of  the  action 
themselves.  Latin  Americans  have  pur- 
chased five  small  Florida  banks  this  year. 
Michael  Weintraub,  president  of  Pan 
American  Bancshares  (assets:  $657  mil- 
lion), has  sold  one  bank  to  Panamanians 
for  $3.4  million  and  another  to  a  group  of 
Venezuelans  for  $4.8  million — both  for 
cash.  Recently  Latins  have  begun  buying 
shoe  and  textile  manufacturers,  shipping 
companies,  realty  brokerage  firms  and 
other  odds  and  ends  around  Miami.  And 
lawyer  Valdes-Fauli  has  raised  initial 
capital  from  Latin  Americans  to  con- 
struct Miami's  projected  $60-million 
new  free-trade  zone. 


Latins  are  also  the  ultimate  big  spend- 
ers when  it  comes  to  retail  sales. 
They're  buying  like  you've  never  seen 
in  your  life,"  says  Frank  Thorn,  general 
manager  of  the  $76-million  Omni  Inter- 
national Hotel,  a  virtual  minicity  which 
caters  to  Latin  clientele.  "It  isn't  unusual 
for  someone  to  go  out  during  a  one-week 
stay  and  buy. four  Cadillacs,  a  BMW  and 
a  Rolls." 

The  Omni  has  one  suite  that  rents  for 
$425  a  night.  In  constant  demand  since 
the  hotel  opened  in  June,  it  has  two 
levels,  four  bedrooms  with  marble  baths 
and  two  terraces  (each  with  room  enough 
for  60  people  to  party)  which  overlook 
Miami's  downtown  and  bay.  "I  have  a 
family  here  from  Venezuela  who  would 
like  that  suite  for  the  next  four  weeks," 
says  Thorn  casually.  "Unfortunately,  it's 
booked." 

Omni's  165  stores — ranging  from 
Grandma's  Homemade  Ice  Cream  to 
posh  clothier  Hermes — draw  the  Latins. 
"It's  not  unusual  for  people  to  arrive  with 


$.50,000  to  $100,000  in  cash  in  their  suit- 
cases," says  Thorn.  Omni's  retail  general 
manager  Ted  de  Swart  says  the  average 
Venezuelan  can  spend  $900  per  store. 
That  just  means  that  Thorn  sometimes 
has  to  rent  out  an  extra  hotel  room  to 
shoppers  just  to  store  their  purchases. 

One  of  Omni's  best  customers  is  the 
wife  of  Lynden  O.  Pindling,  prime  min- 
ister of  the  Bahamas.  "She  comes  up 
here  about  once  a  month  and  shops  like 
she's  got  six  arms,"  says  de  Swart.  "It's 
interesting  to  ponder  how  an  elected 
official  has  all  that  money  to  throw 
around."  Pindling  was  an  attorney  before 
his  election. 

Soaring  inflation  and  shoddy  merchan- 
dise at  home  make  U.S.  goods  a  real 
bargain.  "It's  just  a  heck  of  a  lot  cheaper, 
even  with  duties,"  says  Ricardo  J.  Ro- 
bles,  manager  of  Cargill's  Latin  oper- 
ations in  Miami.  "A  hi-fi  that  costs  $500 
here  might  cost  $2,000  in  Argentina.  If 
they  can  even  get  it.  So  the  Latin  buys 
everything  from  medicine  and  educa- 
tional books  to  washing  machines  and 
furniture  in  Miami.  Besides,  a  suit 
bought  here  might  last  four  times  longer 
than  one  they  buy  at  home.' 

Diamonds  are  big,  of  course;  they're 
portable.  Other  items  often  on  the  Lat- 
in's shopping  list:  $3,500  gold  Rolex 
watches  or  platinum  versions  at  $12,125. 
"We  sell  the  gold  ones  by  the  dozens  at 
each  clip.  Or  one  customer  may  buy  two 
or  three  platinum  ones,"  says  Irving 
Getz  of  Mayor's  Jewelers,  Florida's  larg- 
est jewelry  chain.  "And  we  don't  give 
discounts,  either." 

Why  does  so  much  of  this  money  come 
to  south  Florida?  Why  not  New  York  or 
Los  Angeles?  The  answer  is  cultural. 
Florida's  Dade  County  now  has  600,000 
Cuban-Americans  and  other  Latins — 
they  make  up  better  than  one-third  of 
the  area's  total  population.  They  are 
mainly  refugees  from  Castro's  Cuba  and 
have  given  the  city  a  strong  Latin  flavor. 
Cubans  staff  the-  Edge  Act  bank  offices 
and  the  offices  of  the  83  multinationals 
like  Dow  Chemical,  Texaco  and  Exxon  in 
nearby  Coral  Gables.  Other  Cuban  refu- 
gees have  started  dozens  of  small  ex- 
port/import businesses  or  have  opened 
stores  along  Flagler  Street  that  cater  to 
the  Latin  tourists.  Some,  like  Manuel 
Vergara,  are  prominent  Miami  busi- 
nessmen— Vergara  is  president  of  Total 
Bank  (assets:  $48  million).  His  28-year- 
old  nephew,  Jose  Rosado,  has  even  big- 
ger plans.  With  family  help,  he  is  setting 
up  a  $10-million  real  estate  investment 
fund.  "We  don't  want  investors  with 
$50,000,"  says  Rosado.  'We're  looking 
for  $500,000  minimum.  It  will  be  easy  to 
get  the  Latin  dollar.  The  money  is  cer- 
tainly there." 

The  Cubans  are  to  the  Southern 
Hemisphere  what  the  overseas  Chinese 
are  to  the  Far  East.  The  result  is  a 
"Cuban    connection"    throughout  the 
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The  Load:  Some  Latins  buy  so  much  in  Miami  they've  been  known  to  rent  an  extra  hotel  room  just  to  store  their  purchases. 


hemisphere.  And  it  is  through  this  net- 
work that  much  of  the  money  flows. 

It  flows  with  varying  degrees  of  ease. 
In  oil-rich  Venezuela,  says  Edward  L. 
Hoyt,  president  of  Morgan  Guaranty's 
Edge  Act  office  in  Miami,  "you  just  take 
bolivars  to  your  friendly  bank  and  ask 
them  to  transfer  dollars  to  your  U.S. 
account." 

It's  not  so  easy  elsewhere,  but  it  can 
be  done.  One  Latin  American  business- 
man, an  optical  lens  manufacturer  who 
owns  three  luxury  condominiums  on  Mi- 
ami Beach,  has  systematically  trans- 
ferred assets  to  Florida  in  small  amounts 
for  years.  He  buys  much  of  the  raw 
material  for  his  business  in  the  U.S.  He 
explains:  "If  the  cost  of  material  I  receive 
is  $35,000,  I  have  the  invoice  made  out 
for  $50,000.  I  pay  the  full  amount  and 
the  exporter  deposits  the  $15,000  in  my 
savings  account  in  Florida."  To  be  sure, 
there  are  risks.  Says  the  optical  lens 
maker:  "In  Colombia  or  Peru,  you  might 
be  fined  or  get  a  year  or  two  in  jail.  But 
the  Colombians  and  the  Peruvians  are 
still  getting  the  money  out.  They  own 
condominiums  right  in  this  building." 

In  left-leaning  Jamaica,  fear  is  finding 
a  way.  Says  Omni's  Ted  de  Swart:  "The 
Jamaican  upper  and  middle  class  is  leav- 
ing the  country.  They're  so  desperate  to 
get  dollars  out  that  they've  even  resorted 
to  marijuana.  They'll  consign  a  load  of 


grass  in  Jamaica  from  a  local  supplier, 
pay  him  in  Jamaican  currency  and  sell  it 
to  drug  sellers  in  the  U.S.  for  dollars — 
usually  at  a  50%-discounted  rate;  the  guy 
delivers  $500,000  worth  of  grass,  but 
he'll  get  only  $250,000  deposited  to  his 
account  here." 

To  the  Miami  Chamber-of-Commerce 
types,  however,  all  this  raises  some  at- 
tractive possibilities.  Can  the  money  be 
retained  and  used  to  turn  Miami  into  an 
international  banking  and  trade  center? 
With  eroding  beaches,  decrepit  hotels 
and  periodic  gluts  of  condominiums,  can 
the  Gold  Coast  become  the  Zurich  of  the 
Sun  Belt? 

There  are  some  signs  that  this  is  al- 
ready happening.  Over  the  past  five 
years,  according  to  Dr.  Jan  B.  Luytjes  of 
Florida  International  University,  exports 
to  Latin  America  have  increased  from 
$1.1  billion  to  almost  $4  billion  this  year; 
imports  have  grown  from  $628  million  to 
about  $1.5  billion.  Of  the  13  million 
people  who  pass  through  Miami  Interna- 
tional Airport,  nearly  one-third  are  Latin 
Americans.  Miami  is  already  adding 
320,000  square  feet  of  shipping  facilities 
near  its  airport;  now  it's  building  an  in- 
ternational in-transit  terminal  to  accom- 
modate those  who  use  Miami  as  a  stop- 
ping-off  point  on  European-Miami-Latin 
American  routes. 

One  of  the  canniest  Florida  boosters  is 


George  A.  Smathers,  a  suave  former 
U.S.  senator  and  pal  to  John  Kennedy 
and  Bobby  Baker,  who  is  now  a  partner 
in  a  Miami  law  firm.  With  refreshing 
candor,  Smathers  makes  it  plain  crony- 
ism is  the  name  of  the  game.  "I  traveled 
in  just  about  every  Latin  country  when  I 
was  in  the  Senate,"  he  drawls  in  an 
accent  thick  as  sorghum.  "They  got  to 
calling  me  the  senator  from  Latin  Amer- 
ica. I  even  stayed  with  Perdn  when  I 
visited  Argentina.  So,  sure,  when  my 
friends  down  there  need  investment  ad- 
vice, some  of  them  talk  to  me.  " 

There's  nothing  like  money  to  heal  a 
community's  ills.  Those  bolivars  and  pe- 
sos have  already  eaten  up  the  heavy 
inventory  of  condominiums  left  sitting 
on  the  market  in  1974,  gotten  Florida 
real  estate  moving  again  and  brought  a 
competitive  environment  to  Miami 
banking  that  has  beefed  up  its  interna- 
tional-trade financing.  South  Floridians 
are  experts  at  capitalizing  on  their  natu- 
ral resources;  now  that  the  30  miles  of 
sandy  beaches  don't  bring  as  many 
northerners  down,  they're  looking  in  the 
opposite  direction. 

The  money  flood  may  not  lead  to  all 
the  international  trade  that  Floridians 
hope  it  will.  But,  at  the  very  least,  it 
looks  like  one  of  the  longest  and  least 
cyclical  booms  Florida  has  ever  had.  ■ 
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Hold  That  Line!  

A  half-trillion  dollars — $500  billion — is  the  magic  number 

for  President  Carter's  first  budget.  If  it  much  exceeds  that  figure, 

then  he  can  kiss  good-bye  his  balanced  budget  by  1981. 


A  first  draft  of  the  1979  budget  should 
hit  President  Carter's  desk  about  Dec.  1, 
and,  says  one  expert  in  the  Office  of 
Management  &  Budget,  "It  will  be  a 
dash  of  cold  water  for  him." 

A  combination  of  the  spending  he  has 
okayed  and  the  slower  rate  of  economic 
growth  he  has  encountered  will  probably 
make  it  impossible  for  the  President  to 
keep  the  deficit  from  growing  next  year 
and  will  help  to  put  his  goal  of  a  balanced 
budget  for  1981  utterly  beyond  reach.  As 
early  as  last  May,  Carter  began  to  qualify 
his  "balanced  budget"  campaign  pledge 
to  a  "balanced  budget  in  a  strong  and 
healthy  economy" — conceding  that 
there  would  be  a  deficit,  but  blaming  it 
on  the  economy  instead  of  on  govern- 
ment spending.  According  to  the  most 
recent  long-range  forecasts  circulating 
among  government  economists,  the 
prospects  are  for  a  real-world  deficit  of 
$20  billion  in  1981. 

Even  if  the  economy  remains  strong 
for  the  next  several  years,  Carter  is  still 
running  out  of  budget  room.  If  he  pro- 
poses a  tax-reform  package  with  total 
cuts  in  the  neighborhood  of  $20  billion, 
as  he  has  in  mind,  and  if  Congress  passes 
it,  he  will  hurt  his  balancing  act  to  that 
extent  on  the  revenue  side.  On  the  ex- 
pense side,  the  big  program  news  in  the 
1979  budget  will  be  a  new  aid  effort  for 
the  nation's  cities.  The  means  Carter 
proposes  to  pay  for  it  will  be  a  stout  test 
of  his  claims  to  being  a  fiscal  conserva- 
tive. Because  of  the  balanced-budget 
promise,  some  White  House  officials  are 
fighting  to  get  much  of  Carter's  urban 
program — a  package  of  new  money,  new 
planning  devices  and  possibly  an  Urban 
Development  Bank — handled  outside 
the  budget,  preferably  with  the  money 
coming  from  private  sources  but  backed 
by  federal  loan  guarantees. 

Loan  guarantees  seem  a  great  way  to 
do  business.  They  provide  easy  access  to 
credit  markets  at  rock-bottom  rates  with- 
out the  hassles  of  congressional  appropri- 
ations. Moreover,  loan  guarantees  are 
not  in  the  budget  and  they  are  not  sub- 
ject to  the  ceilings  set  in  congressional 
budget  resolutions.  They  are  so  desir- 
able, in  fact,  that  Representative  Sam 
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Gibbons  of  Florida,  a  member  of  the 
House  Ways  &  Means  Committee 
(which  has  jurisdiction  over  the  ques- 
tion) says  they  are  much  too  desirable. 
Gibbons  notes  that  loan  guarantees  affect 
credit  markets  in  uncontrollable  ways 
and  are,  in  effect,  a  back-door  spending 
scheme.  Accordingly,  he  has  introduced 
a  bill  to  bring  existing  loan-guarantee 
programs  into  the  budget. 

Even  former  Office  of  Management  & 
Budget  Director  Bert  Lance  was  of  two 
minds  on  that  one.  As  a  fiscal  conserva- 
tive, Lance  thought  the  programs  should 
be  included — but  that  would  lessen 
chances  of  having  a  balanced  budget  at 
the  end  of  Carter's  term  by  about  $15 
billion.  For  now,  the  Administration  is 
ducking  like  mad  on  Gibbons'  bill. 

Bert  Lance's  departure  is  not  making 
all  that  much  difference,  because  Carter 
seems  to  want  to  be  his  own  budget 
director.  He  sat  in  on  the  so-called 
spring  preview  of  the  1979  budget, 
something  no  President  had  ever  done. 
And  there  is  no  indication  that  Lance's 
successor  is  about  to  be  named. 

Whoever  is  really  in  charge,  the  num- 
bers are  not  particularly  appealing. 
OMB  is  still  trying  to  guess  what  spend- 
ing will  be  for  the  current  fiscal  year  that 
began  Oct.  1.  The  official  estimate  is 
$463  billion.  But  interest  costs  look  as  if 
they  will  be  at  least  $2  billion  higher 
than  estimated  a  month  or  two  ago.  Be- 
cause of  the  new  farm  bill,  farm  price- 
support  costs  are  up  probably  $3  billion. 
On  the  other  hand,  that  famed  spending 
shortfall  could  subtract  $10  billion  from 
that.  Thus  the  1978  working  total  is  $458 
billion. 

The  target  for  1979  was  $498  billion, 
but  it  will  turn  out  higher  than  that. 
"Maybe  we  can  live  with  $500  billion 
plus  the  urban  initiative,"  says  one  offi- 
cial. "If  it  gets  to  $510  billion,  it's  not  on 
the  path  to  a  balanced  budget,  no  matter 
what  happens  to  the  economy."  Says  a 
more  conservative  analyst,  Rudy  Pen- 


A  Call  From  Home:  Energy  and  foreign 
affairs  still  preoccupy  President  Car- 
ter, but  the  budget  will  beckon  soon. 


ner,  OMB's  chief  economist  under  Ford: 
"How  much  above  [$500  billion]  they  go 
will  show  their  dedication  to  a  balanced 
budget." 

So  by  January  the  President  will  have 
to  choose:  Hold  it  to  $500  billion  and  still 
hold  out  hope  for  a  near-balanced  budget 
in  fiscal  1981;  or  give  Congress  the  pro- 
grams it  is  clamoring  for  and  forget  about 
a  balanced  budget.  Veto,  anyone?  ■ 


Mia  Bell  Faces  Life 


Can  a  great  monopoly,  which  has  served  the  nation  well, 
find  happiness  in  a  world  where  almost  anyone  can  plug  in? 


By  PAUL  GIBSON 

A  wall  street  wit  compares  AT&T 
with  the  Roman  Catholic  Church  and 
Chairman  John  deButts  with  the  Pope. 
"You'll  never  see  the  current  Pope  ac- 
cepting artificial  birth  control,"  he  says, 
"and  you'll  never  get  deButts  to  admit 
that  AT&T  accepts  the  idea  of  competi- 
tion. But  both  men  know  what  the  score 
really  is." 

Forbes  is  not  competent  to  predict 
what  the  Catholic  Church  will  do  about 
birth  control,  but  we  have  no  doubt  at  all 
that  AT&T — while  continuing  to  fight  a 
noisy  rearguard  battle — is  already  pre- 
paring for  the  day  when  its  monopoly 
will  be  much  reduced  and  it  will  be 
competing  with  hundreds  of  different 
companies  in  dozens  of  different  ways. 

For  seven  decades  it  has  been  dogma 
at  the  American  Telephone  &  Telegraph 
Co.,  dogma  handed  down  by  the  great 
Theodore  Vail,  that  in  return  for  accept- 
ing regulation  and  a  limitation  on  profits 
AT&T  would  have  a  virtual  monopoly 
over  telephone  service.  It  was  a  good 
deal  all  around.  The  people  of  the  U.S. 
received  the  best  telephone  service  in 
the  world  and  at  a  reasonable  cost. 
AT&T's  stockholders  received  assured, 
moderate  growth  and  secure  dividends. 
AT&T  management  received  a  business 
where  the  predictability  of  earnings 
made  money-raising  relatively  easy  and 
where — as  monopolists — they  could  ex- 
ercise considerable  control  over  obsoles- 
cence and  the  introduction  of  new 
technology. 

But  times  have  changed.  Today's  tele- 
phone is  a  lot  more  than  an  instrument 
for  carrying  the  human  voice  over 
distances. 

Starting  last  month,  anybody  who 
wanted  could  manufacture  telephone 
and  other  terminal  gear  and  tie  them 
into  Bell  Telephone's  system;  the  Su- 


preme Court  refused  to  hear  Bell's  ap- 
peal against  a  Federal  Communications 
Commission  ruling  to  that  effect.  But 
that  is  only  one  in  a  long  string  of  set- 
backs to  Bell's  near-monopoly. 

Even  more  alarming,  Justice  Depart- 
ment officials  last  month  sided  with  an 
earlier  federal  appeals  court  decision 
that  said  that  Bell  doesn't  automatically 
have  a  monopoly  on  long-distance  tele- 
phone calls. 

Sitting  in  his  huge  wood-paneled  of- 
fice on  the  26th  floor  of  Bell's  old  but  still 
augustly  pillared  headquarters  in  lower 
Manhattan,  Chairman  deButts  grimly 
ticked  off  for  Forbes  some  of  the  other 
areas  where  competition  is  beginning  to 
rear  its  head  for  the  Bell  System.  When 
he  had  finished,  he  had  listed  almost 
everything  that  Bell  does.  The  only  ex- 
ceptions were  two  of  the  less  profitable 
parts  of  the  business:  local  calls  and  local 
switching. 

Is  deButts  in  mourning  for  his  fast- 
disappearing  monopoly?  Not  that  you 
would  notice.  "If  you  are  assuming  we'll 
only  be  left  with  local  telephone  ser- 
vices," he  says,  "you  are  dead  wrong." 
An  edge  creeps  into  his  voice:  "We've 
had  bad  news,  but  it  isn't  disastrous 
news.  If  you're  talking  about  this  being 
the  end  of  the  Bell  System,  forget  it." 

This  is  a  little  like  the  Pope  saying  that 
contraception  is  sinful,  but  if  it  comes  we 
can  live  with  it.  Ever  since  he  won  Bell's 
top  job  in  April  1972,  the  tall  burly  de- 
Butts  has  been  intoning  the  same  terse 
formula.  "The  System  is  the  solution." 
Meaning,  of  course,  that  you  can't  think 
of  Bell  as  merely  a  sum  of  its  parts;  injure 
one  part  and  you  injure  the  whole.  It  is  a 
system  that  generates  $35  billion  a  year 
in  revenues,  supplies  over  80%  of  the 
U.S.'  telephones  and  handles  about  77% 
of  its  telephone  calls. 

The  chipping  away  at  the  System  has 
already  begun.  But  so  far  it's  just  that — 


chipping.  By  one  estimate  Bell  would  be 
doing  about  $350  million  more  a  year — 
about  1% — if  MCI  Corp.  and  others 
hadn't  been  permitted,  by  FCC  decree, 
to  set  up  and  rent  out  intercity  private 
lines;  or  if  dozens  of  other  small  firms 
weren't  invading  the  market  for  tele- 
phone sets  and  switchboards. 

But  this  is  only  a  beginning.  General 
Dynamics  is  waiting  to  move  in  on  parts 
of  Bell's  preserve.  So  are  Hughes  Air- 
craft, International  Telephone  &  Tele- 
graph, RCA  and  International  Business 
Machines.  These  big-league  firms  will 
offer  tougher  competition  as  the  rules 
change. 

Already  RCA  has  five  divisions  supply- 
ing communications  services  and  equip- 
ment. General  Dynamics  owns  phone- 
maker  Stromberg-Carlson.  Worldwide, 
ITT  does  over  $4  billion  in  telephone 
business  that  in  scope,  if  not  size,  rivals 
Bell's  Western  Electric  operation.  The 
biggest  threat,  however,  comes  from 
IBM  through  its  one-third  stake  in  Satel- 
lite Business  Systems.  In  1981  SBS  will 
offer  rooftop-to-rooftop  service  for  video, 
data  and  voice,  probably  using  Hughes 
satellites  and  bypassing  Bell's  network. 

It  is  not  that  these  companies  consider 
Bell  easy  pickings.  Rather,  they  see  the 
prospect  of  a  tremendous  explosion  in 
the  communications  business,  and  they 
want  to  stake  out  pieces  of  it.  Why,  they 
say,  should  Bell  have  it  all?  They  are 
thinking  about  things  like  electronic 
funds  transfer,  electronic  mail  and 
even — not  too  far  away — in-home  com- 
puter terminals  with  audio-visual  mes- 
sages cascading  over  the  telephone  wires 
onto  display  screens  in  the  living  room. 

Increasingly,  it  is  the  communications 
link  that  sets  the  pace  at  which  new  uses 
for  computers  can  be  introduced.  In  data 
processing,  for  instance,  the  transmis- 
sion now  accounts  for  about  40%  of  the 
costs,  simply  because  communications 
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No  Monopoly  Up  There 


Satcom  I 
(RCAJ 

Launched:  Dec.  12,  1975 


Westar  II 
(Western  Union) 
Launched:  Oct.  10,  1974 


Once  upon  a  time,  the  case  for  AT&T's  mo- 
nopoly on  long-distance  calls  was  rooted  in 
common  sense:  How  many  outfits  digging  up. 
city  streets  to  lay  cables  and  dotting  the 
countryside  with  telephone  poles  and  anten- 
nae could  the  nation  stand?  But  space  tech- 
nology has  overthrown  that  argument.  AT&T's 
two  satellites  now  in  service  (leased  from  Com- 
sat General  Corporation)  are  not  alone  in  the 
sky.  Western  Union  has  two  communications 
satellites  in  service  and  so  does  RCA.  At  pre- 
sent both  Western  Union  and  RCA  are  allowed 
to  carry  only  private  traffic,  not  telephone 
sages,  over  mainland  U.S.A.  Over  Alaska, 
ever,  RCA's  satellites,  not  AT&T's,  carry 
city  telephone  calls:  A  portent? 


costs  haven't  declined  as  rapidly  as  com- 
puting costs. 

Is  IBM  about  to  forgo  a  chance  to  get 
twice  as  many  dollars  out  of  a  given  job? 
The  question  answers  itself. 

Enter  technology  in  the  form  of  satel- 
lites. IBM  is  unlikely  to  duplicate  Bell's 
great  network  of  wires  and  microwave 
towers,  but  IBM  can  use  satellites  to 
shoot  data  round  the  country  and  around 
the  world. 

To  understand  what  could  happen, 
imagine  in  a  community  a  general  store 
that  carries  all  kinds  of  goods  the  inhabi- 
tants need.  The  general  store  does  a 
lively  business  in  beer — which  accounts 
for  the  bulk  of  its  profits.  Another  mer- 
chant comes  along,  stocking  only  beer 
and  taking  away  a  major  part  of  the  gen- 
eral store's  beer  business.  To  stay  in 
business,  the  general  store  must  raise 
the  prices  of  milk  and  bread,  which  it 
previously  carried  chiefly  as  a  service  to 
its  customers.  So  the  locals  get  cheaper 
beer,  perhaps,  but  they  pay  more  for 
their  milk  and  bread.  Who  wins?  The 
beer-drinkers,  of  course.  But  the  milk- 
drinkers  lose. 

Vastly  oversimplified,  the  Bell  System 
works  like  that  general  store — with  resi- 
dential telephone  users  in  the  position  of 
the  milk-drinkers  and  bread-eaters.  As 
deButts  puts  it:  "To  the  degree  you 
bleed  off  that  support  [highly  profitable 
long-distance  business]  either  by  compe- 
tition taking  the  market  or  by  forcing 
Bell  to  lower  rates  to  meet  the  competi- 
tion, then  the  higher  the  costs  go  for  the 
residential  customers."  According  to 
Bell  figures,  long-distance  calls,  chiefly 
business  calls,  subsidize  home  tele- 
phones to  the  tune  of  $3.5  billion  a  year. 

Bell's  opponents,  of  course,  deny  this 
is  so.  They  claim,  in  effect,  that  the  beer- 
drinkers  are  subsidizing  the  milk-drink- 
ers. The  fact  is  that  neither  side  can 
persuasively  prove  its  case:  Bell  does  not 
separate  costs  and  returns  for  individual 
products  and  services.  It  is  developing 
an  accounting  system  to  do  so,  but  the 
new  system  is  going  against  the  tradi- 
tions of  a  century.  It  will  take  years  to  get 
into  full  operation. 

The  real  issue  is  not  Bell's  accounting, 
but  the  public's  interest  in  preserving,  or 
ending,  Bell's  monopoly.  The  tradition 
of  competition  is  deeply  embedded  in 
the  American  psyche.  As  long  as  Bell  was 
chiefly  a  telephone  company,  Americans 
lived  with  the  idea  of  its  being  a  monopo- 
ly. Now  that  technology  is  breaking 
down  the  barriers,  many  people  are  un- 
comfortable with  a  monopoly,  no  matter 
how  benign.  DeButts  knows  this. 
AT&T's  board  knows  it.  While  continu- 
ing to  insist  that  monopoly  is  the  best 
policy,  it  is  getting  ready  to  face  the 
reality  of  competition. 

It  certainly  has  the  money.  Wall 
Street  expects  AT&T  to  earn  $7  a  share 
this  year — $4.3  billion — a  gain  of  16% 
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Bell's  Dilemma- 
Rent  Or  Sell 


Phone  Fashions:  Stand-up 
sets,  unpopular  for  40 
years,  are  back  in  style. 


Right  now  you  can  buy  the  shell  of  the 
decorator  phone  at  left  for  $70  from  New 
York  Telephone  Co.,  an  AT&T  subsidiary, 
but  not  the  works  inside.  Its  rent-only  poli- 
ty for  the  working  parts,  says  AT&T,  en- 
sures good  maintenance,  lowers  the  num- 
ber of  faulty  phones. 

But  last  summer  an  independent,  Roch- 
ester Telephone  Corp.,  began  selling  com- 
plete sets  already  installed  on  the  custom- 
er's premises.  For  a  black  dial  phone  it 
charges  $22.95.  After  two  years  purchasers 
will  have  saved  enough  through  lower 
monthly  charges  to  be  ahead  of  the  game. 
By  1981  Rochester  expects  to  be  renting 
only  half  its  phones.  Maintenance?  No 
problem,  says  Rochester,  which  fixes  a 
phone  on  average  only  once  in  714  years. 

For  Rochester,  selling  initially  means  a 
greater  cash  flow,  but  eventually  a  lower 
flow  of  rental  revenues.  So  why  sell?  In  self- 
defense.  If  it  doesn't,  Rochester  thinks  cus- 
tomers will  buy  phones  elsewhere. 

Will  Bell  also  sell?  Could  be.  Bell  this 
year  is  opening  about  1,100  phone  stores 
where  customers  can  select  a  phone  for  self- 
installation  (and  get  a  cash  rebate)  if  their 
homes  have  jacks  into  which  a  phone  can  be 
plugged.  Some  337c  already  have  jacks,  and 
Bell  is  adding  155,000  jacks  a  month.  Says 
AT&T's  Charles  Brown:  "If  enough  custom- 
ers insist,  we  will  sell. 


over  1976.  Later  this  month  AT&T  will 
raise  $720  million  in  its  biggest  stock 
offering  to  retire  some  debt. 

What  really  counts  is  what  is  going  on 
behind  the  scenes.  There,  while  delay- 
ing for  time  in  the  courts  and  in  govern- 
ment agencies,  Bell  is  making  a  mighty 
effort  to  get  ready  for  the  competitive 
age  ahead. 

The  turn  came  in  1972.  Jarred  at  the 
prospects  of  mounting  competition  and 
well  aware  that  its  somewhat  cumber- 
some organization  could  not  turn  on  a 
dime,  AT&T  in  that  year  called  in  con- 
sultants YlcKinsey  &  Co.  for  help. 
McKinsey's  key  recommendation  was 
that  Bell  must  create  a  marketing  organi- 
zation. The  consultants'  work  resulted  in 
Bell  breaking  with  tradition  by  hiring 
top-level  marketing  experts  from  outside 
the  company. 

Previously  Bell  had  made  promotions 
to  its  top  ranks  only  from  within.  De- 
Butts,  for  example,  had  risen  to  the  top 
in  a  36-year  career  that  involved  20  job 
changes,  all  within  the  Bell  System. 

Now,  enter  Archie  J.  McGill,  46,  a 
former  IBM  vice  president,  as  AT&T's 
director  of  marketing  management. 
McGill,  bespectacled  and  intense,  was 
distinctly  non-Bell — but  that  was  just 
what  deButts  wanted.  McGill  went  to 
work,  breaking  Bell  s  business  into  in- 
dustry segments  and  analyzing  each  in 
detail.  He  wanted  to  know,  in  good  IBM 
fashion:  How  can  we  help  our  customers 
make  more  money  by  selling  them  more 
services?  McGill  recalls  what  he  found 
when  he  first  arrived:  "It  was  preposter- 
ous. Bell  was  trying  to  treat  a  $30-billion 
revenue  stream  as  a  homogeneous 
market." 

Traditional  Bell  practice  was  to  bring 
out  a  new  product  or  service  and  hope  it 
would  find  a  market.  The  idea  of  finding 
a  need  and  then  producing  a  product  for 
it  was  somewhat  foreign  to  Bell.  "Five 
years  ago  we  were  just  an  order- taking 
outfit, "  says  one  executive.  The  famed 
Picturephone  was  a  case  in  point.  Bell 
brought  it  out  without  really  finding  out 
whether  there  was  a  market.  There 
wasn't. 

In  early  1974  Bell  introduced  Picture- 
phone  Meeting  Service.  The  difference? 
Bell  is  now  offering  a  service  that  fits 
neatly  with  today  's  needs  to  reduce  trav- 
el to  save  energy  and  time.  Instead  of  a 
Picturephone  on  every  desk  top,  Bell 
now  wants  executives  to  hold  long-dis- 
tance meetings  via  Picturephone  at  spe- 
cially equipped  rooms  in  Bell  offices. 
Through  better  marketing.  Bell  can  low- 
er the  price  while  widening  Picture- 
phone's  appeal. 

Until  a  few  months  ago  things  still 
moved  slowly  at  Bell.  Playing  an  appar- 
ently major  role  in  forcing  the  pace  of 
change  is  what  top  Bell  executives  refer 
to  as  the  Hugel  report. 

In  January  Charles  Hugel,  the  highly 


respected  president  of  Ohio  Bell,  was 
chosen  to  head  a  top-level  internal  com- 
mittee charged  with  making  suggestions 
for  improving  operating  efficiency.  De- 
Butts  tends  to  play  down  the  impact  of 
the  Hugel  report,  which  came  out  this 
May,  but  other  Bell  men  say  it  was  quite 
a  bombshell. 

"It's  a  turning  point  for  Bell,"  says 
Pacific  Northwest  Bell  President  Wal- 
lace Bunn,  a  committee  member.  "We 
realize  we've  got  to  turn  this  organiza- 
tion around.  We've  got  to  make 
changes." 

The  report  flatly  predicted  that  the 
days  of  relatively  easy  rate  increases 
were  over.  To  maintain  profits,  there- 
fore, Bell  would  have  to  change  its  way 
of  thinking,  away  from  the  concept  of 
providing  needed  services  at  cost-plus 
to  a  competitive,  market-oriented 
approach. 

Why  so  drastic  a  change?  And  why 
now?  Simply  because  even  Bell,  efficient 
and  reasonably  priced  as  its  service  is, 
can  no  longer  buck  eonsumerist  pres- 
sures— and  the  temptation  for  politicians 
to  pander  to  such  pressures.  To  be  sure, 
Bell  earns  a  bit  less  than  10%  on  its 
equity  capital,  well  below  the  average  for 
U.S.  industry.  But  tell  that  to  an  average 
citizen  who  has  just  read  in  the  newspa- 
per that  Bell  made  a  profit  of  $1  billion  in 
just  three  months!  Return  on  capital  is 
not  something  that  the  average  person, 
college-educated  or  not,  normally  un- 


derstands. Bell  management  would  pre- 
fer that  this  were  not  so.  But  business- 
men succeed  or  fail,  not  through  wishful 
thinking,  but  from  understanding  what  is 
happening  in  society  and  moving  with  it, 
not  against  it. 

DeButts  clearly  is  not  happy  about 
giving  up  any  of  the  advantages  of  being 
a  regulated  monopoly.  But  he  is  facing 
the  facts  squarely;  he  is  not  the  kind  of 
man  you  have  to  drag  kicking  and 
screaming  into  the  last  decades  of  the 
20th  century. 

Is  a  revolution  under  way  at  Bell? 
Forbes  asks  the  question.  DeButts 
doesn't  blink  an  eye.  "Yes,"  he  says.  On 
his  own,  deButts  confirms,  "We  are  all 
set  to  go.  " 

It  won't  be  easy,  though.  Generals  can 
issue  orders.  But  it  is  the  junior  officers 
and  the  noncoms  who  pass  the  orders  on 
or  execute  them  halfheartedly  or  sabo- 
tage them  altogether. 

AT&T  employees  in  the  past  were  ac- 
customed to  operating  by  the  book,  rath- 
er than  making  fast  decisions.  One  of  the 
toughest  things  in  the  world  is  turning  a 
big  company  around.  AT&T  isn't  a  big 
company.  It  is  giant.  Bell's  assets  are 
three  times  those  of  IBM,  Xerox  and 
Procter  &  Gamble  combined.  So,  a  good 
deal  will  have  to  change  if  AT&T  is  to 
compete  effectively  across  a  wide  range 
of  its  business  with  companies  like  IBM 
and  ITT,  companies  which,  no  matter 
how  big  they  have  grown,  have  never 
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How  we  started  as 
number  one  in  the  Pacific 
and  why  we  still  are. 


In  1935,  Pan  Am  was 
the  first  airline  to  fly  across  the 
Pacific.  We  started  with  one  flight, 
on  our  famous  China  Clipper.  For  years,  it  was  the  only 
way  to  fly  to  the  Orient  and  South  Pacific. 

42  years  later,  many  frequent  travelers  still  consider 
it  the  "only  way"  to  fly  there.  Probably  because  we  fly  to 
more  than  15  major  cities  in  the  Orient  and  South  Pacific. 
And  totally  to  more  places  in  the  Pacific  from  the  U.S. 
than  any  other  airline.  Not  to  mention  that  every  flight 
across  the  Pacific  is  a  comfortable  and  spacious  747  or 


747  SP.  (Which  also  means  there's  plenty  of  room  for  your 
cargo.) 

And  because  we  have  so  many  non-stop  flights,  no 
matter  where  you  live  in  America  you're  probably  just  one 
stop  away. 

The  only  non-stop  to  Hong  Kong. 

We  have  3  non-stop  747  SPs  a  week  from  San  Fran- 
cisco to  Hong  Kong.  And  all  our  flights  continue  on  to 
Bangkok.  (There's  also  daily  one-stop  747  service  from 
New  York  and  San  Francisco.) 

3  non-stops  a  day  to  Tokyo. 

We  have  the  only  non-stops  to  Tokyo  from  New  York 
and  Los  Angeles.  We  also  have  a  non-stop  every  day  from 
San  Francisco  and  another  flight  from  Los  Angeles  which 
makes  one  stop  in  Honolulu. 

And  once  you  arrive  in  Tokyo  we  have  continuing 
service  to  Osaka  or  Hong  Kong.  Or  we'll  arrange  conve- 


nient connections  to  most  other  major  cities  in  the  Orient. 
The  only  non-stop  to  Auckland.  And  the  only 
non-stop  back  from  Sydney. 

We  have  5         non-stop  flights  a  week  from 
the  West  Coast  to  Auck  land.  Each  continues  on  to 

Sydney  and  Mel-, 
bourne.*And  when1 


you  re  returning,  we 
have  the  only  non-stops  from  Australia  and  New  Zealand 
to  the  West  Coast. 

Take  advantage  of  our  "Executive  Express." 

Together,  Pan  Am  and  American 
Express,  developed  the  "Executive 
Express"  service  to  the  Pacific. 

It  was  designed  especially  for  the 
business  traveler  who  wants  the  best  in 
hotel  comfort,  value,  and  service. 
(That's  why  we  chose  Intercontinen- 
tal® and  Hilton  International  Hotels.) 
The  value  vouchers  included  in  "Exec- 
utive Express"entide  you  to  many  extras 
and  preferred  service  from  the  hotels. 

And  for  those  going  to  the 
Orient,  for  a  little  extra  we'll  make  up 
your  own  business  card  in  Chinese  and 
Japanese.  (A  small  price  to  pay  for  the 
big  impression  it  will  make.) 

Naturally,  you  can  charge  your 
trip  on  the  American  Express*  Card. 
It's  welcomed,  you  know,  everywhere  in 
the  Orient  and  Pacific.  Of  course,  you 
can  also  extend  payment  on  your  Pan 
Am  trip  with  the  American  Express 
Card  "Sign  and  Fly"® plan.  The  American  Express  Card. 
Don't  Leave  Home  without  it.SM 

In  case  you  don't  have  a  card,  now's  the  time  to  make 
all  your  future  travels 
a  lot  more  convenient. 
And  the  costs  a  lot  easier 
to  manage.  Just  pick  up 
an  application  wherever 
the  American  Express 
Card  is  welcomed. 

For  more  informa- 
tion and  reservations,  see  your  travel  agent  or  your 


corporate  travel  manager. 


America  s  airline  to  the  world. 


*  Service  to  Melbourne  3  times  a  week. 


entirely  lost  the  entrepreneurial  spirit. 

Replies  John  deButts  proudly:  "We're 
not  a  big  dumb  animal  with  a  small 
brain.  We  are  more  like  the  Queen  Eliz- 
abeth II.  It  has  so  much  momentum  that 
after  you  turn  the  wheel  it  still  seems  to 
be  heading  in  the  old  direction.''  Anyone 
who  has  ever  moved  to  large  boats  alter 
learning  to  sail  in  small  ones  knows  the 
feeling. 

A  big  grin  spreads  over  deButts'  face, 
and  he  says  in  his  southern  drawl  (he  was 
born  in  North  Carolina):  "You  know, 
things  are  starting  to  pour  out  of  Bell 
Laboratories  almost  faster  than  we  know 
how  to  use  them."  This  in  response  to 
the  charge  that  Bell  Labs  was  uninterest- 
ed in  whether  what  it  invented  was  mar- 
ketable, that  Bell  was  slow  to  develop  its 
pioneering  work  in  transistors,  got  left 
behind  by  Hughes  in  satellite 
technology,  and  has  won  few  or- 
ders with  its  electronic  banking 
equipment. 

To  deButts  such  attacks  are  old 
hat.  He's  ready  with  his  answer. 
"See  that  phone?"  he  barks,  point- 
ing to  a  Touch-Tone  set.  "That's 
got  transistors  in  it.  Other  people 
got  the  publicity  because  their 
products  were  in  the  department 
stores  listed  as  transistorized.' 
Heck,  we  don't  put  up  a  big  sign 
on  a  building  and  say  it's  got  tran- 
sistorized equipment." 

DeButts  can  be  justly  proud  of 
recent  Bell  Labs'  developments: 
bubble  memories  offering  a  new 
way  to  store  information;  easily 
programmed  electronic  switching 
systems;  lightwave  communica- 
tions, using  fiber  optics,  that  may 
one  day  replace  Bell's  tangle  of 
underground  copper  wires. 

Many  of  these  new  products  will 
bring  down  costs  and  help  keep 
Bell  profitable  without  needing 
huge  rate  increases — providing  in- 
flation doesn't  get  hopelessly  out  of  con- 
trol. They  will  also  help  keep  the  compe- 
tition at  bay.  With  these  switching 
stations,  a  mere  telephone  can  do  won- 
ders. It  becomes  a  highly  sophisticated 
terminal  that  can  automatically  reroute 
messages  to  another  number,  set  up  con- 
ference calls,  and  transmit  the  blip  of  a 
heart  patient's  electrocardiogram  to  a 
doctor's  office.  For  Bell,  the  nice  part  is 
that  it  charges  for  the  extra  services, 
whether  you  own  your  telephone  or  rent 
it;  that  takes  some  of  the  sting  out  of 
having  a  competitor's  instrument  on 
Bell's  lines. 

So  far,  only  about  20%  of  Bell  System 
telephones  have  been  converted  to  com- 
puter-controlled switching — meaning 
the  potential  is  barely  scratched.  Its  sci- 
entists are  figuring  ways  to  bring  down 
the  cost  of  transmitting  data  by  terrestial 
equipment.  By  converting  its  microwave 
stations  from  FM  to  single  sideband, 


Bell  is  better  than  doubling  capacity  at 
costs  than  can  run  less  than  $1  a  channel 
mile,  vs.  an  embedded  cost  of  $15  a 
channel  mile. 

In  the  sky,  Bell  has  a  lead  over  IBM. 
Bell  got  into  satellites  in  1962,  has  two 
aloft  and  another  planned  for  launching 
next  April.  At  present  Bell  is  not  allowed 
to  use  its  satellites  for  commercial  pri- 
vate-line calls.  But  after  1979  that  regu- 
lation probably  will  be  lifted,  and  Bell 
will  be  able  to  compete  with  IBM  in  the 
private  wire-by-satellite  business. 

But  when  you  analyze  Bell's  potential 
as  a  marketing  company,  the  real  excite- 
ment begins.  King  Gillette  and  George 
Eastman  learned  more  than  a  half  cen- 
tury ago  that  there  is  more  money  to  be 
made  in  selling  razor  blades  and  film 
than  in  selling  razors  and  cameras.  In  the 


Lobbyist:  AT&T  Chairman  deButts  (left)  has  fought 
for  Bell's  monopoly  on  Capitol  Hill 
and  in  speeches — over  320  in  five  years. 


telephone,  Bell  has  its  equivalent  of 
King  Gillette's  safety  razor  or  George 
Eastman's  Brownie.  The  trick  now  is  to 
persuade  people  to  buy  more  blades, 
and  more  expensive  ones. 

"To  say  the  residential  telephone  mar- 
ket is  saturated,"  says  AT&T  President 
Charles  Brown,  "is  like  saying  the  adver- 
tising market  is  saturated  because  most 
of  the  houses  have  TV  sets.  That  'satura- 
tion' is  precisely  what  permits  the  mar- 
ket to  grow." 

For  example,  the  number  of  long-dis- 
tance calls  in  the  U.S.  has  doubled  to 
about  12  billion  a  year  since  1969.  As  the 
price  has  come  down,  usage  has  gone 
up — the  market  proved  to  be  very  price- 
elastic.  Toll  service  provided  more  than 
half  Bell's  revenues  last  year — for  the 
first  time.  As  it  installs  more  electronic 
switches,  Bell  will  add  more  services: 
faster  and  cheaper  data  transmission,  si- 
multaneous intercom  calls  and  eventual- 


ly computers  that  can  interpret  speech  to 
answer  directory  assistance  calls. 

Meanwhile,  electronic  wonders  offer 
huge  potential  for  holding  costs  down. 
Telecommunications  analyst  Robert 
LeBlanc  of  Wall  Street's  Salomon  Bros, 
predicts:  "By  1981  Bell  will  handle  half 
again  as  much  traffic  with  the  same  num- 
ber of  employees."  This  trend  has  been 
going  on  for  a  long  time.  Another  Wall 
Street  Bell-watcher,  Sanford  C.  Bern- 
stein's Steven  Chrust,  points  out  that 
Bell  is  handling  20  billion  more  calls  a 
year  than  it  did  three  years  ago,  but  with 
55  million  fewer  man-hours  of  work.  Bell 
is  depending  heavily  on  such  productiv- 
ity gains  to  make  up  for  some  of  those 
rate  increases  it  ivon't  be  getting. 

In  Washington,  Bell  still  faces  years  of 
contesting  the  Justice  Department's 
breakup  case.  But  if  Bell  is  losing 
battles  in  Washington,  it  is  also 
winning  some.  It  was  deButts' 
performance  as  Bell's  top  Wash- 
ington lobbyist  in  the  late  Fifties 
that  helped  win  him  his  $483,813  a 
year  post  as  chairman.  As  boss  of 
AT&T  he  is  not  greatly  beloved  of 
the  bureaucrats  and  regulators. 
Sniffs  one:  "Don't  quote  me  on 
this,  but  making  deButts  chairman 
at  Bell  was  a  step  in  the  wrong 
direction.  He's  too  tough.  Too 
much  of  a  stonewaller."  In  some 
circles  that  would  be  taken  as  a 
compliment.  DeButts  would  prob- 
ably take  it  as  such. 

"We  are,"  says  John  deButts, 
"getting  a  much  better  hearing  on 
the  Hill  today  than  a  year  ago."  In 
fact,  deButts  is  right.  Take  the 
issue  of  single-line  telephones, 
used  not  only  by  individual  resi- 
dential customers  but  by  small 
businesses  as  well.  The  FCC  has 
ruled  that  Bell  must  allow  other 
companies  to  compete  for  this 
business  and  cannot  deny  them 
use  of  its  switching  equipment.  But  last 
month  Representative  Lionel  Van  Deer- 
lin  (D — Calif.),  chairman  of  the  House 
subcommittee  on  communications, 
asked  the  FCC  to  reconsider  the  ruling 
so  that  Congress  itself  can  decide  where 
competition  is  desirable  in  the  telephone 
business  and  where  it  is  not.  There  is  no 
guarantee  that  Congress  will  eventually 
treat  Bell  more  generously  than  the  FCC 
did,  but  there  is  plenty  of  reason  to  think 
it  might. 

While  all  this  is  going  on.  Bell  is  aware 
of  the  need  to  build  its  marketing 
strengths.  "You  cannot  compare  our  ef- 
forts today  with  top-flight  marketing  out- 
fits like  IBM,  Xerox  or  P&G,"  says  Char- 
lie Hugel,  whose  report  caused  such  a 
stir  in  the  company.  "But  there's  no 
question  we  are  going  to  get  there." 
DeButts  reverts  to  a  nautical  simile: 
"You  can't  stop  the  QE  II  in  15  feet,  but 
she's  a  responsive  ship  all  the  same.  "  ■ 
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Making  sure  your  profits 

don't  get  lost 
by  accident: 


Ingenuity. 

f  f  Our  specialists  are  prepared  to  comb 
your  whole  plant. .  .Chances  are,  they'll 
come  up  with  new  ways  to  prevent  or 
reduce  accidents. .  .We'll  also  design  an 
ongoing  program  to  make  your  company 
a  more  attractive  risk . .  .The  goal  is  to  cut 
your  costs,  help  your  production  and 
improve  employee  morale.?  J 


At  Alexander  &  Alexander,  we  develop  effective  loss  control  pro- 
grams for  clients  all  over  the  U.S.  Our  specialists  can  help  reduce 
your  operating  and  insurance  costs.  (We  also  help  you  comply  with 
OSHA  requirements.)  Our  entire  service  is  custom-designed  to 
solve  each  company's  special  problems.  With  professional  exper- 
tise. And  creative  ingenuity.  Contact  your  nearest  A&A  office  or: 
Information  Service,  Dept.  B9,  Mk  |^ 
Alexander  &  Alexander  Inc.,  A^SXo  flOGl 
1 1 85  Avenue  of  the  Americas, 
New  York,  New  York  10036. 


gAJexander 


Protecting  corporate  and  human  resources  creatively. 


Stop  The  Battle: 
It's  Quitting  Time 

in  some  European  armies,  even  the  generals 
belong  to  unions.  Could  it  happen  here? 


By  MARILYN  DAMMERMAN 

Last  month  Defense  Secretary  Harold 
Brown  said  "no"  to  unions  wanting  to 
organize  on  military  bases.  The  Defense 
Department,  President  Carter  and  most 
of  Congress  shudder  to  think  of  griev- 
ance sessions  in  mid-battle.  But  in  Eu- 
rope, where  conscription  is  still  the  rule, 
the  idea  has  been  accepted  for  over  a 
decade. 

Germany,  the  Netherlands,  Den- 
mark, Austria.  Sweden.  Finland,  Nor- 
way, Belgium  and  Luxembourg  have  un- 
ions for  officers,  ordinary  soldiers  or, 
most  often,  both.  Strikes  are  forbid- 
den— except  in  Sweden  where  profes- 
sional soldiers  (but  not  conscripts)  may 
strike  in  peacetime.  France  has  soldiers' 
commissions  that  can  complain  about  liv- 
ing and  working  conditions — though  not 
pay — and  the  Italian  parliament  is  cur- 
rently considering  allowing  similar 
groups.  Only  in  Britain  and  Spain  is  the 
army  still  the  army. 

The  Danish  officers'  union  was  among 
the  first,  founded  over  60  years  ago  with 
the  old  "Save  Our  Jobs"  union  cry.  "Our 
officers  joined  together  to  survive,"  ex- 
plains Major  Av  Konesdal.  "It  was  just 
before  World  War  I.  The  government 
began  big  reductions  in  the  armed 
forces,  and  the  union  was  formed  to  pre- 
vent further  reductions.  '  The  Danish 
union  for  enlisted  men  and  conscripts 
was  founded  in  1939. 

European  military  unions  were  an  out- 
growth of  a  deep-felt  preference  for  citi- 
zens' armies.  In  Germany,  which  has  the 
biggest  defense  budget  in  Europe,  a  con- 
servative Christian  Democratic  govern- 
ment allowed  unions  in  the  late  Fifties. 
Three  unions  there  represent  soldiers. 

In  the  Netherlands,  where  70%  of  the 
soldiers  are  union  members,  soldiers  get 
overtime  pay  and  may  eat  and  sleep 
where  they  please  so  long  as  they  report 
by  8  a.m.  each  weekday.  Individual 
Dutch  soldiers  have  even  refused  to 
obey  orders  as  a  matter  of  conscience.  In 
the  1975  South  Moluccan  train  hijacking, 
one  soldier  refused  to  join  in  storming 
the  train.  His  commanding  officer  went 


to  court  to  support  his  right  to  do  so,  and 
the  soldier  went  unpunished. 

In  Italy  and  France,  where  military 
unions  per  se  are  still  illegal,  soldiers 
began  in  the  early  Seventies  to  stage 
noisy  protests  over  pay  and  conditions. 
Uniformed  Italian  soldiers,  red  handker- 
chiefs covering  their  faces,  rallied  in 
Rome,  a  few  chanting,  "Soldiers  today, 
guerrillas  tomorrow." 

After  three  soldier-activists  were  put 
on  trial  in  1975  for  leading  a  200-strong 
demonstration  in  southern  France,  a 
larger  group  of  French  troops  paraded 
through  the  streets  of  Karlsruhe,  Ger- 
many, where  they  were  stationed.  Politi- 
cians blamed  the  unrest  on  leftist  sub- 
versives, but  the  French  Defense 
Ministry  knew  the  real  cause  was  money 
and  living  conditions.  In  a  country 
spending  less  than  4%  of  its  gross  nation- 
al product  on  defense  (the  same  as  Swe- 
den and  less  than  Britain),  yet  trying  to 
maintain  a  nuclear  force  de  frappe,  many 
barracks  dated  from  Napoleon's  time, 
and  paychecks  for  conscripts  were  about 
60  cents  a  day  in  1975. 

Amid  much  grumbling  about  permis- 
siveness, the  French  brass  responded  by 
speedily  tripling  the  wage  (it  is  still  be- 
hind the  rest  of  Europe),  promising  to 
scrap  unfair  privileges  for  the  well-con- 
nected and  provide  better  training,  and 
allowing  officer-appointed  "soldiers 
commissions."  But  the  soldiers  persisted 
in  forming  their  own  elected — and  il- 
legal— "committees." 

The  U.S.  military,  well  paid  and  ex- 
travagantly pensioned,  has  few  such 
complaints.  The  lowest  U.S.  Army  pay 
grade  is  $398  a  month — plus  room  and 
board  and  plenty  of  fringes.  (In  the 
unionized  Netherlands  the  comparable 
rate  is  $416  a  month.)  With  troop  costs 
already  at  55%  of  the  U.S.  defense  bud- 
get, Congress  wants  to  curtail  manpower 
costs — one  reason  most  congressmen  re- 
coil from  the  idea  of  European-style  col- 
lective bargaining  on  soldiers'  wages.  (So 
does  the  American  public:  A  recent  Gal- 
lup poll  found  74%  opposed  to  military 
unions,  only  13%  in  favor.) 

Nor  is  money  the  only  problem:  Gen- 


Don't  Ask!  Long  hair  and  unions  are 
sore  points  with  the  Dutch  army,  which 
is  tired  of  all  the  publicity. 


eral  George  S.  Brown,  chairman  of  the 
Joint  Chiefs  of  Staff,  last  winter  told  a 
sympathetic  House  Armed  Services 
Committee  that  European  armed  forces 
with  unions  "paid  one  terrific  price  in 
operational  effectiveness." 

The  North  Atlantic  Treaty  Organiza- 
tion has  no  official  position  on  military- 
unions,  but  Colonel  Donald  Rhoads, 
chief  spokesman  for  Supreme  Headquar- 
ters, Allied  Powers  in  Europe,  com- 
mented on  his  own.  Rhoads,  a  22-year 
U.S.  Air  Force  man,  calls  himself  an  "old 
conservative"  and  is  disgusted  by  the 
long  hair  and  beards  he  sees  on  Dutch 
and  German  troops  in  NATO  exercises. 
But  he  does  not  agree  that  unions  make 
for  poor  soldiers.  "I'm  not  in  a  position  to 
disagree  with  General  Brown.  He  no 
doubt  has  more  information  than  I 
have,"  Rhoads  begins  respectfully.  "I 
can  only  go  on  the  basis  of  what  I  have 
seen  in  exercises  here  in  Europe.  There 
is  no  evidence  that  unionized  troops 
from  Holland  or  elsewhere  perform  less 
effectively  than  others." 

Forbes  asked  a  36-year-old  Arkansas- 
bom  sailor  on  leave  in  Spain  whether  he 
wanted  a  union;  he  didn't  have  to  think 
about  it  long.  "If  you  came  on  board  our 
ship,  you  wouldn't  have  to  ask.  Our  cab- 
ins are  like  sardine  cans,  and  there's  fuel 
oil  in  the  water  supply."  But  then  grip- 
ing is  an  integral  part  of  military  life. 

In  the  end  it  probably  doesn't  matter 
much  whether  the  Netherlands  or  even 
Britain  has  a  first-class  fighting  force;  the 
U.S.  is  the  ultimate  guarantor  of  the 
independence  of  Western  Europe.  In 
any  case,  what  works  abroad  is  no  test  of 
what  would  happen  in  the  U.S.  forces. 
Defense  Secretary  Brown  is  clearly  in  no 
mood  to  find  out.  ■ 
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Eaton  Update: 


!  Getting  the  power 
round  the  corner 

iaton  hydrostatic  transmis- 
ions  offer  designers  of  agricul- 
jral  equipment  great  flexibility 
jy  replacing  awkward  mechan- 
:al  linkages  with  hydraulic 
nes  that  can  go  around  or 
nrough  other  components, 
"hey  allow  the  equipment  to 
vork  more  efficiently  because 
)perators  have  an  infinite  selec- 
ion  of  operating  modes. 

iaton's  commitment  to  hydro- 
itatics  started  in  the  mid- 
sixties.  A  new  plant  in  Spencer, 
owa,  is  operating  at  maximum 
capacity,  and  we  are  planning 
mother  expansion  to  serve  this 
growing  market. 

2  The  advantages 
>f  being  single 

A/ith  Eaton's  Single  Anchor  Pin 
Drake  system  you  can  reline  a 


truck  brake  in  just  two  minutes— 
and  the  only  tool  you  need  is  a 
screwdriver.  With  conventional 
double  anchor  pin  systems  the 
job  can  take  hours,  even  with 
special  tools. 

This  Eaton  exclusive  is  saving 
down-time  for  truckers  all  over 
the  country.  But  it's  only  one  of 
our  many  contributions  to  truck- 
ing efficiency.  We're  a  leader, 
worldwide,  in  axles  and  heavy- 
duty  transmissions,  and  we're 
winning  an  ever-stronger  posi- 
tion in  components  like  brakes 
and  anti-lock  systems,  fan 
drives,  and  air  conditioning. 

3  636-acre  survival  course 

The  Eaton  Proving  Ground  at 
Marshall,  Michigan,  subjects 
truck  and  automobile  compo- 
nents to  horrendous  treatment. 
The  facilities  include  a  1 .6  mile 
oval  track  for  sustained  endur- 
ance testing;  road  surfaces  that 
are  just  plain  hostile;  a  salt  bath 
for  corrosive  brake  lining  tests; 
and  a  1 200-foot  skid  pad  that  can 
simulate  any  skid  condition. 


It's  all  part  of  Eaton's  total  com- 
mitment to  quality.  We  market 
new  engineering  ideas 
only  after  having  proved  that 
they  excel  at  surviving  in  the 
real  world. 

Eaton  is  a  family  of  technologi- 
cally related  businesses  with  a 
balanced  combination  of  man- 
ufacturing and  engineering 
skills.  We're  always  looking  for 
new  ways  to  use  these  skills  in 
markets  where  needs  are  grow- 
ing. This  approach  to  the  man- 
agement of  change  has  been 
achieving  record  sales  and 
earnings.  For  the  complete 
story,  write  to:  Eaton  Corpora- 
tion, 100  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
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Think  of  things  you  use  everyday. 
That's  whatTenneco  makes. 


Tenneco  companies  make  the  kind  of  prod- 
ucts you  don't  think  about  much  because 
they're  all  around  you. 

PACKAGING  CORPORATION  OF  AMERICA— Al- 
most everything  you  buy  in  a  supermarket 
comes  in  a  folding  carton,  and  we  make 
every  kind.  Almost  every  folding  carton  gets 
to  the  supermarket  in  a  corrugated  box,  and 
we  make  every  kind.  While  we're  doing  it,  we 
conserve  our  forests  through  recycling 
wastepaper. 

tenneco  OIL— Oil  drilling  rigs  are  something 
Tenneco  uses  every  day.  As  a  consequence, 
if  you  live  in  the  northeast  our  heating  oil 
may  be  keeping  you  warm.  If  you  drive  in  the 
south  or  southeast,  our  gasoline  may  be  get- 
ting you  to  work. 

walker  manufacturing— Walker  automo- 
bile exhaust  systems  are  available  in 
hundreds  of  different  configurations  for  all 
makes  and  models,  including  imports.  And 
our  national  computer  inventory  system 
makes  it  easy  for  your  local  garage  and  ser- 
vice station  to  supply  them.  Walker  also 
makes  a  complete  line  of  lifting  equipment 
and  filters. 

TENNECO  WEST— Tenneco  markets  the  Sun 
Giant"  brand  of  premium  fruits,  vegetables, 
dates  and  almonds.  Our  fresh  produce  is 
grown  in  the  fertile  valleys  of  the  west  where 
there  are  longer  growing  seasons.  So  we're 
available  almost  year-round. 


J  I  CASE— Case  may  well  be  part  of  your  life. 
A  Case  backhoe/ loader  may  have  dug  the 
foundation  for  your  home.  A  Case  tractor 
could  have  helped  grow  your  breakfast.  Your 
office  building  may  have  gone  up  with  the 
help  of  a  Drott  crane.  A  Davis  trencher  could 
have  put  in  your  water  lines.  It's  a  fact:  Case 
digs  more  holes  in  earth  than  anyone. 
tenneco  chemicals— There's  a  good 
chance  you  use  Tenneco  vinyl.  It's  in  stereo 
records,  floor  coverings,  baby  pants,  plumb- 
ing pipe,  electrical  insulation  and  hundreds 
of  other  products.  In  fact,  you  probably  use 
our  vinyl  every  day. 

TENNESSEE  GAS  transmission— There's  only 
one  way  to  get  natural  gas  from  the  well  to 
the  consumer.  Pipelines.  Tenneco  has  built 
16,000  miles  of  them.  If  you  live  in  the  north- 
east or  middlewest,  we  could  be  working  for 
you  every  time  you  cook  a  meal  or  turn  on 
the  heat. 

Newport  news  shipbuilding— Here's  some- 
thing you  depend  on  every  day.  Nuclear  air- 
craft carriers.  We  built  every  one  the  Navy 
uses  to  defend  our  country.  We're  also  build- 
ing big  oil  tankers  and  liquefied  natural  gas 
carriers  to  bring  home  needed  energy  from 
abroad. 

For  more  information  about  the  company 
you  use  every  day,  write  to  Dept.  X-5, 
Tenneco  Inc.,  Houston,  Texas  77001. 


Tenneco 


The  Reluctant  Invader 

What  the  annual  model  changeover 
was  to  Henry  Ford,  the  U.S.  market  was 
to  Tokuji  Hayakawa — a  costly  blind  spot. 


Answer  quickly:  Who  invented  the 
Ever  Sharp  mechanical  pencil? 

Not  some  English  tinkerer.  Not  some 
Yankee  antecedent  of  penmakers  like 
Parker,  Cross  or  Sheaffer.  It  was  a  self- 
taught  Japanese  scientist  named  Tokuji 
Hayakawa:  founder — and,  at  83,  still 
chairman  and  patriarch — of  Japan's 
Sharp  Corp. 

It  was  in  1915  that  Hayakawa,  then  a 
metalworker,  developed  a  pencil  with  a 
metal  body,  replaceable  lead  and  a  sim- 
ple spiraling  gear  to  keep  it  "ever  sharp." 
The  Ever  Sharp  name  has  long  since 
been  sold  to  Parker  Pen  Co.,  but  the 
"Sharp"  remains  and  Hayakawa's  com- 
pany is  today  a  $l-billion  multinational 
firm.  The  saga  of  how  it  got  that  way 
sounds  like  a  Far  East  Taipan  soap  op- 
era. After  the  1923  Tokyo  earthquake 
destroyed  his  factory  and  killed  his  en- 
tire family,  Hayakawa  went  on  to  build 
the  first  crystal  sets  in  Japan;  later  he 


built  its  first  television  receivers  and  the 
world's  first  desk-top  electronic  calcula- 
tors. Hayakawa  has  been  decorated  six 
times  by  the  emperor  for  his  accomplish- 
ments; he  is  something  of  a  popular  hero 
in  Japan,  like  Henry  Ford  or  Thomas 
Edison  were  in  their  day  in  the  U.S.  Still 
active,  Hayakawa  attends  important 
board  meetings  but  spends  most  of  his 
time  speech-making  and  guiding  social 
programs  for  handicapped  children. 
Much  like  his  Nipponese  forefathers, 
Hayakawa  likes  to  wear  kimonos  in  his 
off-hours,  and  delights  in  the  Japanese 
tea  ceremony. 

But  even  Henry  Ford  and  Thomas 
Edison  had  their  blind  spots,  and  so  did 
Hayakawa.  His  was  to  underestimate  the 
U.S.  market  when  it  opened  to  Japanese 
consumer  goods  after  World  War  II. 
While  Sony  Corp.  of  America  and  Pana- 
sonic (the  latter  a  division  of  the  U.S. 
arm  of  Matsushita  Electrical  Industrial) 


have  capitalized  big  in  the  U.S.  market, 
Sharp  tried  a  low-risk,  low-exposure 
approach. 

Instead  of  spending  money  to  estab- 
lish a  brand  image  for  itself — as  Sony  and 
Panasonic  had  done — Sharp  sold 
through  discount  houses  with  virtual 
brand  anonymity.  Not  until  1962  did  it 
establish  in  New  York  City  U.S.  sales 
offices,  and  even  that  was  simply  for 
disposing  of  production  overruns  at  cut- 
rate  prices.  Sony  and  Panasonic  empha- 
sized quality;  Sharp  emphasized  price. 
And  yet,  by  general  agreement,  Sharp's 
products  were  excellent  but  they  lacked 
that  image  that  brings  premium  price. 

It  was  a  fair  enough  strategy,  avoiding 
as  it  did  the  cost  of  brand  promotion  and 
concentrating  on  that  part  of  the  market 
that  Sony  and  Panasonic  had  long  since 
abandoned.  On  the  strength  of  that  strat- 
egy, Sharp  earned  about  $15  million  in 
the  U.S.  in  its  fiscal  year  ended  Mar.  30 
on  sales  of  $300  million.  Not  bad.  But  it 
was  barely  half  what  Sony  earned  on  only 
50%  more  in  revenues.  Meanwhile,  as 
Japanese  wages  climbed  and  the  yen 
soared  in  value  against  the  dollar,  it  be- 
came harder  and  harder  to  undercut 
Sony  and  Panasonic  and  still  make  a 
profit.  Sharp's  old  strategy  needed  revis- 
ing. With  quotas  and  antidumping  legis- 
lation in  the  U.S..  it  became  almost  im- 


Sugawa  (left),  Saitoh  and  Akamatsu:  After  years  of  anonymity,  Sharp  Corp.  needs  a  brand  image. 
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How  much  energy  could 
your  building  save? 

Find  out,  free,  from  Honeywell . 


T^oday,  a  lot  of  people  are 
offering  you  energy  savings. 
With  window  shades, 
veatherstrip,  insulation —  or  even 
lutomated  energy  management 
■ystems.  But  nobody  has  publicly 
/olunteered  to  tell  you  how  much 
'our  specific  building  can  save, 
n  hard  dollars  and  cents. 

Nobody,  that  is,  but  Honeywell. 
/Ve're  offering  you,  free,  a 
:ustom  computer  analysis  of 
'our  buildings  energy-saving 
potential,  The  Bottom  Line. 
["here's  no  cost  to  you  except  the 
ime  it  takes  to  give  us  a  few 
lecessary  facts. 

Why  Honeywell  is 
jniquely  able  to  help  you* 

Your  Bottom  Line  analysis 
vill  be  no  wild,  generalized  guess. 
Veil  write  it  from  your  facts, 
pplying  our  unique  combination 
if  computer  expertise  and  long 
xperience  in  building  systems  and 
ontrols. 

We  know  where  to  look 
or  energy  waste.  What  controls 
:nd  programs  can  curb  it.  And 
vhat  cost  efficiencies  can  result, 
(bur  savings  will  be  based  on 
i  practical  plan  your  engineer  can 
mplement.  Whatever  you  need, 
ioneywell  has  the  hardware,  the 
>roved  programs  and  the  skilled 
>eople  to  supply  it.  From  upgraded 
emperature  controls  to  com- 
pters. From  installation  (if 


desired)  to  preventive  maintenance 
service.  From  beginning  to  end. 

How  to  make  energy 
savings  automatic. 

Your  energy-saving  potential, 
when  you  learn  it,  may  justify 
a  computerized  energy  manage- 
ment system,  such  as  our  Delta 
1000,  to  run  your  heating/cooling 
equipment.  Unlike  many  others, 
it's  an  integrated  system;  every 
major  component  is  designed,  built 
and  serviced  by  Honeywell. 

Another  choice  is  Honeywell's 
unique  BOSS  service  which 
operates  much  like  computer  time- 
sharing. Through  BOSS,  you 
can  share  the  cost  of  Delta  energy 
management  with  other  buildings 
in  your  area. 

In  either  case,  Delta  can 
effectively  control  all  energy-using 
systems  in  your  building.  It 
automatically  checks  occupancy 
schedules,  reads  temperatures 
inside  and  out.  And  automatically 
operates  all  chillers,  boilers,  fans, 
pumps,  even  lights,  for  maximum 
energy  conservation.  At  no  cost 
to  your  comfort. 

With  thousands  of  Honeywell 
systems  like  this,  cost  savings 
of  20  to  30%  are  common.  Man- 
power savings,  too.  And  still  more 
savings  may  be  added  by  using 
Delta  to  operate  your  fire  and 
security  systems  as  well. 

But,  first  things  first. 


Find  out  how  much 
you  can  save  on  the 
Dottom  line. 

The  first  step  is  to  send  for  your 
Bottom  Line  computer 
questionnaire.  Have  your 
building  manager  fill  it  out 
and  mail  it  to  us.  We'll 
compute  your  analysis  and 
return  it  promptly.  Before  you 
invest  in  any  energy-saving 
system,  you'll  know  how 
much  you  can  expect  to  save. 
On  your  bottom  line. 


Free  analysis  of  your  building's 
energy-saving  potential 

Send  this  coupon  for  your  free 
Bottom  Line  Computer  Questionnaire 

Name 
Title 

Company 
Address 


City 


State 


Zip 


l_. 


Area  Code  Telephone 

Building  size:  DUnder  50,000  sq.  ft.  □  50-1 50.000 sq. 
ft.  DOver  1 50.000  sq  ft 
Monthly  electric  bill: 

□  Under  $5000  □  $5-10.000  □  Over  $10,000 
Mail  to:  Honeywell  Commercial  Division 
Dept  11H14. Minneapolis,  MN  55408. 


■  Ji 


■ 


door  Air  Control 


Reheat  Waste  Control 


I 


Equipment  Scheduling  Programs 


Lighting  Control 


Heating  Temperature 
Reduction 


4,  ^t'^^  « 


«3 


Cooling  Temperature  Increase 


Your  Total 
Bottom  Line 
Savings 


It's  good  business  to  run  a  fine-tuned  building. 

Honeywell 


"New  York  and  I 
just  can't  say  goodnight'/ 

I  come  here  ten, 
twelve  rimes  a  year,  and 
I  still  can't  get  enough. 
What  a  city!  There's 
always  something  new  to 
see.  New  York  and  I  just  can't  say 
goodnight. 

The  Biltmore  helps.  It's  in  the  middle 
of  everything.  So  when  I  finally  have 
to  say  goodnight,  I  don't  have  to  say 
goodbye.The  lobby  Under  The  Clock, 
even  my  room  feels  like  New  York. 

And  next  morning,  get  this:  four  dif- 
ferent places  to  have  breakfast  right 
here  in  the  hotel! 

Then,  when  it's  time  to  go,  and 
I'm  late  for  my  plane  (again),  I  don't 
have  to  check  out.  I  just  leave  my 
key,  and  they  bill  me  later.  I  like  that. 

Once  I  came  to  New  York  and 
stayed  in  one  of  those  Anywhere 
hotels.  Once.  That 
was  enough. 

The  Siltmofe 

43rd  and  Madison 
(800)  221-2690.  In  New  York  State,  call 
(800)  522-6449.  In  the  city,  661-1717. 

Call  your  corporate  travel  office  or  travel  agent. 


possible  to  make  money  on  the  low  end 
of  the  market.  Today,  after  ten  years  of 
stagnant  growth  at  about  $50  million  an- 
nually. Sharp  has  slowly  inched  its  way 
into  the  higher  price  markets  with  corre- 
sponding results.  It  has  boosted  sales  by 
25%  or  more  each  year  for  the  last  four. 
Profits,  at  5%  of  sales  (after  years  of  no 
margins  at  all),  are  respectable — about 
average  for  U.S.  corporations. 

Now,  Sharp  is  out  to  enhance  its  brand 
name.  It  has  some  solid  things  going  for 
it.  It  enjoys  second  place  in  the  U.S. 
hand-held  calculator  market,  nipping  at 
the  heels  of  Texas  Instruments.  In  copi- 
ers, it  has  a  firm  U.S.  foothold,  by  dint  of 
innovative  electronic  circuitry  and  more 
durable  design.  And  when  it  introduced 
microwave  ovens  in  the  U.S.  Sharp  went 
for  the  high-priced  market:  Prices  were 
set  around  the  $500  level.  Quality,  ser- 
vice and  brand  name  were  stressed.  Re- 
sult? Sharp  has  12%  of  the  entire  U.S. 
market  for  microwave,  accounts  for  50% 
of  Japan's  oven  exports.  In  products  like 


".  .  .  'Changing  our  market 
strategy  is  no  easy  job, 
but  it's  the  only  way  we  can 
survive  and  grow'  . . ." 


TVs,  radios,  hi-fi  equipment,  however. 
Sharp's  image  as  a  discounter  will  be 
hard  to  shed. 

However,  there  are  signs  that  Sharp  is 
moving  fast  to  remedy  the  problems. 
Kazuo  Saitoh,  45,  the  able  executive  who 
headed  the  U.S.  operation  for  12  years, 
is  shortly  leaving  for  Japan  to  take  over 
Sharp's  entire  international  sales  oper- 
ation. His  replacement,  Takao  Sugawa, 
will  be  leaning  on  his  thoroughly  Ameri- 
canized vice  president  of  consumer  elec- 
tronics, Masamitsu  Akamatsu. 

Sugawa  has  no  illusions  about  the  diffi- 
culties facing  Sharp  in  the  U.S.  market, 
but  he  can  count  on  full  support  from 
Saitoh — support  that  Saitoh  himself  did 
not  always  get  from  the  very  conserva- 
tive Sharp  management.  "Changing  our 
marketing  strategy  is  no  easy  job," 
Sugawa  says,  "but  it's  the  only  way  we 
can  survive  and  grow.  " 

Sugawa  hints  that  Sharp  may  follow 
Sony  and  Sanyo  into  doing  some  manu- 
facturing in  the  U.S.  "We  already  have 
37  factories  outside  Japan,"  Sugawa  says. 
"Why  should  the  U.S.  be  an  exception?" 
With  Sharp  a  leader  in  newer  fields  like 
calculators  and  microwave  ovens  and 
with  the  parent  company  pushing  into 
solar  energy  and  the  development  of 
microprocessors.  Sharp  has  an  excellent 
opportunity  for  a  fresh  start. 

You  can  be  sure  of  one  thing:  The 
name  "Sharp"  will  become  a  lot  more 
familiar  to  Americans  in  the  near 
future.  ■ 
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Why  ifs  good  business 

twissair. 


When  you're  travelling  on  business  you 
want  to  get  off  that  plane  in  a  decent  frame  of 
mind.  All  ready  to  do  business. 

While  we  can't  guarantee  that  a  flight  on 
Swissair  will  close  that  big  business  deal,  we'll 
always  make  sure  that  you're  in  the  best  possible 
shape  to  try.  After  all,  Swissair  is  a  privately- 
owned  airline.  So  we're  responsible  to  our 
stockholders.  That7 s  why  we  consider  a  ticket  on 
Swissair  to  be  a  contract.  A  promise.  And  we  only 
make  promises  that  we  can  keep. 

You'll  be  treated  as  if  you  were  staying  at  a 
fine  Swiss  hotel.  No  matter  where  in  the  plane 
you  sit.  You'll  be  served  on  real  china.  With  full- 
sized  knives  and  forks.  And  you'll  never  refer  to 
your  meal  as  "airline  food."  Stewardesses  will 
harken  to  your  call.  And  yet  know  when  you 
want  to  be  left  alone.  If  you're  travelling  from 


North  America  to  Switzerland  you'll  have  a 
roomier  747  or  DC-10  to  stretch  out  in. 

Actually  Swissair  starts  helping  you  with 
your  business  from  the  moment  you  book  your 
flight.  At  that  time,  arrangements  can  be  made 
through  Swissair  for  all  the  things  a  business  trip 
needs.  Hotel  rooms.  Limousines.  Conference 
rooms.  Translators. 

We  offer  you  those  special  Swissair  services 
anywhere  in  the  world  we  fly.  Which  means  that 
to  90  cities  in  63  countries  on  5  continents  you'll 
get  a  Swissair  flight  that  will  leave  you  rested, 
relaxed  and  in  the  right  shape  for  doing  your 
business. 

For  information  or  reservations,  call  your 
TRAVEL  AGENT,  corporate  travel  consultant,  or 
any  of  the  22  local  Swissair  offices  throughout 
the  U.S.  and  Canada. 
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We  take  on  the  world's  most  demanding  business  travellers 


The  Money  Men  

T.  Howe  Price:  He's  Got  A  Little  List 


Way  BACK  in  the  Thirtie  s,  T.  Roue  Price 
of  Baltimore  was  one  of  the  first  invest- 
ment men  to  talk  about  growth  stock 
investing — putting  your  money  in  com- 
panies which  showed  promise  of  steady 
growth  in  earnings.  The  simple  idea  be- 
hind it  all  was  this:  It  is  impossible  to 
predict  the  stock  market,  but  it  is  not 
impossible  to  pick  stocks  that  will  do 
better  than  the  market.  In  1966  Price 
sold,  to  his  former  associates,  his  share  of 
the  immensely  successful  mutual  fund 
and  investment  counseling  firm  bearing 
his  name.  At  the  same  time  he  cut  back 
his  own  holdings  of  standard  growth 
stocks,  putting  a  good  half  his  money 
into  high-quality  medium-term  bonds. 
The  long  bull  market,  Price  decided,  was 
about  over. 

After  that  he  watched,  appalled,  as 
younger  men — including  his  successors 
at  T.  Rowe  Price  Associates — bid  growth 
stocks  to  ridiculous  heights.  And  then 
the  whole  thing  crashed. 

Price  thinks  a  few  of  the  old  growth 
stocks  are  now  back  to  where  they  again 
represent  good  value.  He  mentions 
Black  &  Decker,  Continental  Oil,  Dow 
Chemical,  Georgia-Pacific  and  Weyer- 
haeuser. Price  says  he  is  nibbling  at 
Eastman  Kodak,  which  has  come  down 
from  a  price/earnings  ratio  of  44  in  1972 


to  around  15.  He  also  thinks  every  inves- 
tor should  have  a  stake  in  gold,  his  own 
favorite  being  Canada's  Dome  Mines. 
But  he  warns  that  Dome  is  now  rather 
richly  priced. 

Price's  real  favorites  today  are  not  the 
old  growth  stocks.  He  thinks  that  many 
of  them  are  getting  on  into  middle  age. 
For  example,  he  told  Forbes:  "At  one 
time  25%  of  my  growth  portfolio  was  in 
chemicals.  Today  I  have  only  Dow,  and 
that's  less  than  one-half  of  1  %.  I  no  long- 
er think  chemicals  are  a  fertile  field. "  His 
imitators,  he  says,  wrongly  assumed 
that:  once  a  growth  stock,  always  a 
growth  stock.  Which  is  one  reason  they 
got  burned  as  badly  as  they  did. 

Price,  79  and  ailing,  wants  to  let  the 
world  know  he  has  not  lost  his  faith  in 
the  growth  stock  concept.  From  his 
hospital  bed  he  recently  sent  the  press  a 
list  of  20  stocks  which  he  calls  "growth 
stocks  of  the  future.''  We  list  them 
below,  together  with  some  pertinent 
statistics.  (Our  list  contains  only  19 
names;  before  we  went  to  press,  one  of 
the  stocks,  Alcon  Laboratories,  soared 
on  news  of  a  merger  offer  and  thus  no 
longer  qualified.)  Of  these  stocks,  Price 
says:  "Based  on  experience  I  would  ex- 
pect three  out  of  four  of  this  group  to 
meet  my  goal  of  doubling  income  and 


market  value  over  a  ten-year  period." 

Why  is  Price  saying  all  this  to  inves- 
tors at  large?  Ouite  clearly,  he  wants 
to  rescue  his  ideas  from  his  successors 
and  imitators.  Price  wants  vindication. 
He  wants  posterity  to  know  his  ideas 
were  sound,  if  not  always  properly 
understood. 

When  Forbes  interviewed  him  re- 
cently, Price  was  at  pains  to  remind  in- 
vestors that  they  shouldn't  bet  their  bot- 
tom dollar  on  his  stock  picks.  He  still 
thinks  the  world  is  heading  for  serious 
trouble — a  real  financial  crisis,  perhaps 
revolution  and  bloodshed.  "Always  have 
some  cash  left  over  that  you're  not  going 
to  use,"  he  says.  He  reminds  us  that  his 
own  money  is  still  half  in  medium-term 
bonds.  "Never,"  he  says,  "spend  your 
last  reserves— because  no  man  can  pre- 
dict how  far  the  market  will  go  to  emo- 
tional extremes  or  what  disaster  will  be- 
fall the  human  race."  His  voice  trails  off: 
"When  you're  80,  you  11  understand." 

He  predicts  no  miracles  for  his  list  of 
growth  stocks — no  repeat  of  the  1960s, 
no  wild  new  bull  market.  "Not  in  my 
lifetime,"  he  says.  Then,  remembering 
his  age,  he  looks  at  a  50-ish  Forbes 
reporter  and  says:  "Nor  in  yours."  To  a 
30-ish  Forbes  reporter,  he  adds:  "May- 
be in  your  lifetime.  Maybe.  "  ■ 


1976 

Earnings 

5- Year 

1971-77 

Shares 

Revenues 

Per  Share 

Growth 

Div- 

Price 

Recent 

P/E" 

Outstd. 

Company 

Principal  Business 

(Mil) 

1971 

1976 

1977* 

Rate 

idends 

Range 

Price 

Ratio 

(Mil) 

Amer.  TV  &  Comm. 

Community  TV 

53.2* 

d0.03 

1.08 

1.67* 

DP 

0.20 

49 5Y2 

31V4 

19 

3.9 

Castle  &  Cooke 

Food  &  real  estate 

850.3 

0.60 

2.00 

2.50 

27 

0.80 

18V8-  7V2 

15% 

6 

19.0 

Dome  Mines 

Gold  mining 

46.7 

0.59 

3.06 

3.90 

39 

0.80 

655/8-16V2 

58% 

15 

6.0 

Dome  Petroleum 

Oil  &  gas 

385.5 

1.00 

4.80 

5.80 

37 

none 

52%-15% 

387/a 

7 

12.1 

lack  Eckerd 

Drug  &  dept.  stores 

980.1* 

0.61 

1.65 

1.98* 

22 

0.48 

43V2-10 

25 

13 

23.2 

EG  &  G 

Electronic  systems 

251.0 

0.57 

1.35 

1.63 

19 

0.36 

33-7 

17 

10 

7.0 

ESL 

Electronic  systems 

45.1 

0.80 

2.26 

3.05 

23 

none 

26%-  3% 

26 

9 

0.8 

Flexi-Van 

Container  leasing 

103.5 

0.91 

1.06 

2.65 

3 

0.60 

29Vs-  6V4 

16% 

6 

6.0 

Hexcel 

Honeycomb  materials 

62.3 

0.81 

1.61 

1.93 

15 

0.56 

19%-  3% 

15% 

8 

1.7 

Houston  Oil  &  Minerals 

Oil  &  gas 

125.2 

0.06 

1.43 

2.53 

88 

0.80 

42%-  % 

32 

13 

28.6 

Lowe's  Companies 

Building  materials 

594.4* 

0.52 

1.33 

1.65* 

21 

0.28 

47%- 1 2 

23% 

14 

13.0 

Magma  Power 

Geothermal  steam 

10.6 

d0.03 

0.69 

0.77 

DP 

none 

10%-  1% 

8% 

11 

9.5 

McCormick 

Spices  &  tea 

303.9 

0.56 

1.11 

1.52 

15 

0.41 

33'/2-10% 

15 

10 

11.3 

Payless  Cashways 

Building  materials 

134.4 

0.41 

1.23 

1.45 

25 

0.15 

23%-  3 

17V4 

12 

5.7 

Perkin-Elmer 

Instruments  &  optics 

432.4* 

0.69 

1.09 

1.37* 

10 

0.32 

43V2-14V2 

19'/s 

14 

18.9 

Sabine  Corp. 

Oil  &  gas 

44.8 

0.55 

2.08t 

2.45 

30 

0.50 

33%-  7% 

26% 

11 

6.0 

Scientific-Atlanta 

Electronic  instruments 

51.0* 

0.31 

1.40 

1.60* 

35 

0.12 

21%-  3 

20 

13 

1.6 

Thomas  &  Betts 

Electronic  parts 

127.7 

1.06 

2.20 

2.60 

16 

1.00 

61'/2-17% 

36 

14 

7.7 

Viacom  International 

Community  TV 

45.8 

0.41 

1.02 

1.35 

20 

0.20 

28 '/2-  2Vi 

14% 

11 

3.8 

D-P  Deficit  to  a  Profit.    *  Estimated  by  T.  Rowe  Price.    **  Based  on  1977  earnings,    t  Before  gain  on  sale  of  assets,    t  Actual  1977  results. 
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What  worries  consumers  most? 


□  The  high  price  of  many  products 

□  The  high  cost  of  medical  and  hospital  care 

□  The  poor  quality  of  many  products 

□  The  failure  of  many  companies  to  live  up  to  claims 
made  in  their  advertising 

□  The  poor  quality  of  after-sale  service  and  repairs 

□  The  feeling  that  many  manufacturers  don't  care 
about  you 

Sentry  Insurance  wanted  to  know.  And  we  think  you  should  know. 


Consumerism  at  the  Crossroads, 

the  landmark  national  opinion 
survey  commissioned  by  Sentry 
Insurance,  shows  that  77%  of  the 
public  say  that  high  prices  are 
their  biggest  worry.  And 
between  36%  and  69%  of  the 
public  also  worry  "a  great  deal" 
about  all  the  other  concerns 
listed  above. 

The  survey,  a  report  card  on 
the  consumer  movement,  uncov- 
ered a  wealth  of  material— and  divergent  opinions— in  over  3500 
interviews  conducted  with  the  general  public,  consumer  spe- 
cialists in  government  and  business,  regulators,  senior  business 
executives  and  consumer  activists. 

The  study  content  was  developed  by  the  Marketing  Science 
Institute,  a  non-profit  research  organization  associated  with 
the  Harvard  Business  School.  The  independent  research  firm  of 
Louis  Harris  and  Associates  prepared  the  questionnaire  and 
conducted  the  interviews. 

The  survey  addressed  such  questions  as: 

•  Is  the  consumer  movement  here  to  stay? 

•  Is  it  growing  stronger  or  weaker? 

•  Who  really  speaks  for  the  consumer? 

•  What  industries  are  the  next  targets  for  the  consumerists? 

•  What  worries  consumers  most? 

The  concerns  are  real.  So  is  the  consumer  movement. 

It  has  become  an  integral  part  of  our  free  enterprise  system 
and  no  longer  the  cause  of  a  handful  of  activists.  If  business  is  to 
co-exist  with  the  movement,  businessmen  must  do  a  better  job 
in  understanding  and  responding  to  it. 

For  your  own  copy  of  the  survey  highlights,  simply  write  on 
your  letterhead  to:  OFFICE  OF  CONSUMER  AFFAIRS, 
SENTRY  WORLD  HEADQUARTERS,  1800  NORTH  POINT 
DR.,  STEVENS  POINT,  WI  54481. 


ENTRY 

INSURANCE 


To  understand  why  we  commis- 
sioned this  survey,  you  have  to 
know  a  little  about  Sentry. 

We've  grown  to  a  complex  of 
over  50  companies  with  83 
offices  around  the  world  because 
we  fulfilled— even  anticipated— 
our  customers'  needs  and  wants. 

In  the  last  five  years,  Sentry 
sponsored  other  national  opin- 
ion surveys  to  find  out  what  the 
consumer  thinks  about  his  car, 
homeowners'  and  business  insur- 
ance. One  thing  we  found  was 
that  most  people  wanted  to  read 
their  car  insurance  policies  but 
couldn't.  So,  we  developed  the 
Plain  Talk  Car  Policy,  written  in 
easy-to-read  language.  It  has  been 
an  outstanding  business  success. 

Sentry  isn't  perfect.  We  have  a 
long  way  to  go.  But  we're  con- 
stantly changing  and  improving 
the  way  we  do  business  to  be 
more  responsive  to  our 
customers. 

I  believe  the  information  de- 
veloped in  this  study— if  under- 
stood and  acted  upon— will 
result  in  better  products  and  ser- 
vices for  the  public. 

And  a  better  climate  for 
American  business. 


John  W.  Joanis 
Chairman  and  Chief  Executive  Officer 
Sentry  Insurance 


Treating  the  customer  right  isn't  just  nice;  it's  good  business. 


The  Wrong  Kind  Of  Foresight 


Houston  Lighting  &  Power  has  plenty  of  gas, 
but  it  needs  coal  to  light  its  lamp. 


Houston  Lighting  &  Power  Co.  ,  the 
operating  subsidiary  of  Houston  Indus- 
tries Inc.,  came  out  hollering  and  cuss- 
ing in  September  when  the  House  of 
Representatives  upheld  President  Car- 
ter's energy  program.  The  recent  savag- 
ing of  that  program  in  the  Senate  has 
taken  the  heat  off  somewhat.  But  a  threat 
to  HL&P  remains  in  whatever  energy 
legislation  finally  comes  out  of  Washing- 
ton, because  a  principal  purpose  of  any 
energy  program  will  be  to  conserve  natu- 
ral gas  by  discouraging  or  forbidding  its 
use  by  industry,  and  saving  it  for  home 
heating  and  home  cooking.  Even  the 
state  of  Texas  has  decreed  a  phasing  out 
of  natural  gas  use  by  utilities.  HL&P 
(revenues:  $842  million)  is  the  largest 
utility  in  the  nation  using  natural  gas  as 
boiler  fuel. 

HL&P  is  100%  dependent  on  natural 
gas  for  electricity  generation.  Even  by 
1983 — a  cutoff  date  under  the  House- 
passed  Energy  Act — HL&P  will  still  be 
over  .50%  dependent  on  natural  gas.  The 
Carter  Administration's  scheme,  ap- 
proved by  the  House,  would  tax  natural 
gas  to  utilities,  beginning  in  1983,  to 
bring  it  up  to  the  price  of  oil;  then  oil  for 
utilities  would  be  taxed  SI. 50  a  barrel. 
Further,  there  would  be  a  flat  prohibi- 
tion of  utilities  using  natural  gas  in  1990, 
versus  the  Texas  program,  which  prohib- 
its renewal  of  existing  gas  contracts,  thus 
phasing  HL&P  out  of  gas  by  1996. 

The  user  taxes  alone  on  HL&P's  gen- 
eration fuels  would  amount  to  SI. 25  bil- 
lion between  1983  and  1990  if  the 
House-passed  scheme  were  sustained 
into  law.  So  Don  D.  Jordan,  president  of 
HL&P  and,  since  last  April,  its  chief 
executive,  hollered  foul.  The  House- 
passed  Energy  Act,  he  told  a  Sept.  6 
press  conference,  "places  an  inequitable 
cost  burden  on  the  Southwest,  where 
natural  gas  is  the  principal  fuel  used  for 
electric  power  generation."  HL&P  took 
advertisements  in  the  Houston  newspa- 
pers to  tell  its  customers  that  "Washing- 
ton is  about  to  hit  you  right  in  your 
electric  bill.  " 

To  be  sure,  Texas  Utilities,  the  hold- 
ing company  whose  three  subsidiaries 
supply  electricity  to  Dallas- Fort  Worth 
and  other  north  Texas  points,  screamed 
about  the  Energy  Act  too.  But  Texas 


Slow:  HL&Ps  delay  in  dropping  gas 
boiler  fuel  was  understandable  it  unfor- 
tunate, says  Chairman  John  Reese. 


Utilities  has  been  increasing  its  use  of 
Texas  brown  coal,  or  lignite,  for  almost 
ten  years  now,  and  its  system  today  is 
only  60%  dependent  on  natural  gas.  By 
1985  Texas  Utilities  companies  will  be 
using  natural  gas  for  only  25%  of  genera- 
tion—and that  for  peaking  and  reserve 
power.  Texas  Utilities  is  miles  ahead  of 
HL&P  in  phasing  coal  in  and  gas  out. 

Did  Houston  Lighting  linger  too  long 
with  natural  gas?  "Hindsight  is  wonder- 
ful." Chairman  John  G.  Reese  observes 
wryly.  Reese,  who  is  retiring  early  next 
year  at  68,  is  an  accountant  and  has 
worked  almost  50  years  at  HL&P.  He 
admits  that  in  1970  HL&P  thought  gas 
was  the  best  bet  as  a  future  basic  fuel  for 
generation,  but  explains: 

"Look,  at  21  cents  per  million  BTUs 
and  S70  to  S80  per  kilowatt  capital  cost  of 
the  generating  plant,  it  would  have  been 
difficult  to  go  to  any  other  substance  as  a 
basic  fuel.  Our  customers  wouldn't  have 
stood  for  it." 

Of  course  HL&P  no  longer  pays  21 
cents  for  a  million  BTUs  of  gas  energy . 


Its  average  price  is  now  up  to  SI.  10,  up 
from  82  cents  last  year.  HL&P's  fuel 
costs  per  kilowatt  hour  generated  once 
were  lower  than  those  of  Texas  Utilities, 
but  the  pattern  reversed  itself  in  1975 
and  now  the  gap  is  widening:  TU  last 
year  paid  7.7  mills  per  lewh,  while 
HL&P  paid  8.6  mills. 

Both  companies  face  heavy  construc- 
tion programs  between  now  and  1985. 
HL&P  will  install  seven  generating 
plants  using  coal  or  nuclear  power.  Its 
first  coal-fired  unit  starts  up  next  year. 
The  company  postponed  the  start  of  con- 
struction on  a  coal  unit  and  a  nuclear  unit 
in  1975.  Why  ?  Earnings  dipped  in  1974 
to  S70  million  and  stalled  there  through 
1975  because  of  a  delayed  rate  increase. 
Reese  feared  for  HL&P's  double-A  bond 
rating  and  so  postponed  the  plants.  But 
now  the  plants  must  be  built  and  sup- 
plies of  coal  or  lignite  must  be  negotiated 
for  in  a  market  where  utilities  and  indus- 
trial companies  are  all  bidding  for  sup- 
plies of  the  acceptable  fuels.  Texas  Utili- 
ties' larger — Sl-billion-revenues — and 
more  sprawling  system  will  install  ten 
plants  by  1985,  two  of  them  nuclear  and 
eight  of  them  lignite.  It  already  has  the 
lignite  in  deposits  purchased,  in  some 
cases,  25  years  ago. 

Ironically.  HL&P  has  all  the  natural 
gas  it  could  ask  for  right  now.  but  cannot 
use  it.  In  1973.  seeing  gas  prices  rising 
and  supplies  tightening  up.  HL&P 
joined  a  drilling  venture  in  search  of  gas 
deposits  in  the  Gulf  of  Mexico.  The  ven- 
ture was  successful,  and  HL&P  s  parent 
company  owns  115  billion  cubic  feet  of 
proven  gas  reserves,  with  more  to  come. 
But  two  years  after  HL&P  went  looking 
for  gas,  the  Texas  Railroad  Commission, 
the  state's  natural  resources  regulatory 
body  ,  forbade  long-term  future  use  of 
natural  gas  by  the  utilities. 

If  we  had  seen  what  was  coming,  we 
would've  been  contracting  for  coal."  la- 
ments Reese.  Weep  not  for  Houston  In- 
dustries, however.  Burning  natural  gas  is 
one  thing,  owning  it  quite  another.  The 
earnings  from  selling  the  gas  will  be  able 
to  buy  a  lot  of  coal  for  HL&P's  new- 
plants.  So  the  company's  devotion  to 
natural  gas  could  come  out  okay  in  the 
end.  But  not  until  it  solves  its  fuel  prob- 
lem— and  that  may  take  ten  y  ears.  ■ 
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What  we  plant  today  your  children  will  need  tomorrow. 


Every  year  at  Potlatch,  the  harvest  from  our 
1 .3  million  acres  helps  to  satisfy  America's 
growing  need  for  forest  products. 

We  converted  last  year's  harvest  into 
$600,000,000  worth  of  lumber,  plywood  and 
specialty  wood  products,  plank  paneling, 
flooring,  decking  and  fencing.  Into  coated 
and  uncoated  printing  and  business  papers. 


Into  paperboard,  folding  cartons  and  dairy 
cartons,  facial  and  bathroom  tissue,  paper 
toweling  and  paper  plateware. 

It  was  our  best  sales  year  yet  and 
a  record  year  for  our  earnings. 

And  to  plan  for  continued  success,  we 
plant  for  the  future,  in  those  areas  where 
nature  doesn't  do  her  job  adequately. 


In  about  40  years  a  small  seedling  can 
grow  into  a  robust  Potlatch  working  tree. 
Planting  it  today  is  the  best  way  we  know  to 
meet  our  commitment  to  furnish  the  forest 
products  your  children  will  need  tomorrow. 

For  more  financial  facts,  write  us. 
Potlatch  Corporation,  P.O.  Box  3591,  San 
Francisco,  California  94119. 


Who 


Olin  has  the  brass  to  make  things  smaller  for  America.  Our  brass 
strip  is  used  in  everything  from  flexible  circuitry  to  small  change. 


IS 


»lin  helps  keep  us  on  top  of  the  weather  via  satellite.  We're  the  lead- 
ig  producer  of  hydrazine,  which  helps  launch  weather  satellites  and 
eeps  them  positioned  in  space. 


lin  knows  how  to  treat  our  most  precious  resource— water.  We're  the 
lly  company  with  expertise  in  industrial  water,  waste  water,  recycled 
ater,  drinking  water,  and  even  swimming-pool  water. 


Olin  helps  feed  the  world.  We're  innovators  in  the  making  of  fertilizi 
animal  feed  supplements,  seed  treatment,  and  soil  fungicides. 


•jin  can  harness  the  energy  of  the  sun.  Roll  Bond*  absorber  panels 
re  used  to  gather  the  sun's  energy  for  both  heating  and  cooling. 


raise  sunken  ships  with  our  urethane  technology.  We've  con- 
reinforce  our  leadership  position  in  the  U.S.  urethanes  industry. 


Olin  helps  keep  your  backyard  pool  from  becoming  a  health  menace. 
HTH®  pool  sanitizer  is  the  largest  selling  dry  chlorine  in  the  world. 


Olin  can  take  you  skiing.  We  earned  the  number-one  position  in  high 
quality  skis  in  America  within  eight  years  of  entering  the  ski  business. 


Olin 

Olin  Corporation.  Stamford,  Conn.  06904 


The  form  of  energy  is  less  important  than 

the  fact  of  energy. 


Our  need  for  energy  is  great. 
And  even  with  sensible  conserva- 
tion, the  need  will  continue  to  grow. 

But  fortunately,  energy  takes 
many  forms.  Among  them  are  oil, 
natural  gas.  coal,  and  uranium  for 
nuclear  power. 

At  Conoco,  our  44,000  people 
produce  all  these  forms  of  energy. 


And  what  they  learn  from  one 
helps  them  develop  others. 

For  instance,  as  natural  gas 
becomes  harder  to  find,  our  petro- 
leum experts  and  coal  experts  are 
working  together— in  such  diverse 
places  as  Scotland  and  South 
Dakota— to  find  better  ways  to 
turn  coal  into  gas. 


This  can  help  alleviate  natural 
gas  shortages  that  have  become 
all  too  frequent. 

Energy,  like  inventiveness,  can 
take  many  forms.  And  many  of 
them  come  from  Conoco. 


Doing  more  with  energy. 


To  learn  more  about  what  we're  doing  with  energy,  write  Dept.  A,  Continental  Oil  Company,  Stamford,  Conn.  06904. 


Has  Sweden  Had  It? 


''This  is  the  kind  of  traumatic  experience  the  British  went  through 
after  losing  empire/'  says  one  Swedish  economist. 


"It's  amusing  how  friendly  the  English 
and  the  Italians  have  become  all  of  a 
sudden,"  says  Lars  Lindberger,  director 
general  of  Sweden's  National  Institute  of 
Economic  Research.  "Whenever  I  travel 
abroad  to  conferences  lately,  my  Euro- 
pean colleagues  put  their  arms  around 
me  and  they  say:  'Now  here's  the  way  we 
deal  .  . 

The  Swedish  economy  is  not  sick  the 
way  the  British  and  Italian  economies 
are,  but  it  is  in  deep  trouble.  The  symp- 
toms are  everywhere.  In  Swedish  fac- 
tories the  absentee  rate  currently  runs 
from  20%  to  40%  on  some  occasions. 
Warehouses  are  jammed  with  inventory, 
a  result  of  the  government's  policy  of 
keeping  production  high  despite  the 
worldwide  recession.  Inflation  is  at  an 
annual  rate  of  13% — not  far  behind  Brit- 
ain's 17%.  A  full  fourth  of  all  Swedish 
businesses  are  running  in  the  red.  Ship- 
building, steel,  iron  ore  and  forest  prod- 


ucts, Sweden's  strong  points,  are  all  de- 
pressed. And  while  the  official 
unemployment  rate  is  only  1.6%,  the 
real  rate — disguised  by  government 
make-work  programs — is  probably 
nearer  4%  or  5%. 

It  is  not  so  much  that  the  Swedish 
welfare  state  has  collapsed  as  it  is  that 
the  troubles  of  the  rest  of  the  world  have 
finally  come  to  Sweden. 

In  broad  terms,  there  are  two  oppos- 
ing views  of  what  went  wrong. 

The  optimists  argue  that  Sweden's 
present  difficulties  are  merely  tempo- 
rary, resulting  from  too  fast  an  increase 
in  wages  relative  to  those  of  other  coun- 
tries, and  the  fact  that  Sweden's  curren- 
cy was  tied  to  the  German  mark,  which 
has  risen  in  value  since  1973  against  the 
dollar,  the  pound  and  the  lira. 

The  optimists  expect  the  Swedish  ship 
will  soon  right  itself  again,  after  three 
devaluations  in  a  year  have  reduced  the 


krona  15%  against  leading  currencies. 

The  pessimists — and  they  are  many — 
argue  that  the  fundamental  economics  of 
Swedish  industry  have  worsened  irre- 
versibly, that  Sweden  can  no  longer  sus- 
tain one  of  the  world's  highest  living 
standards.  The  consensus  at  the  moment 
is  clearly  leaning  toward  the  pessimists. 

Listen  to  Gdsta  Bystedt,  managing  di- 
rector of  Electrolux.  the  world's  largest 
vacuum  cleaner  producer:  "There  are 
long-term  structural  problems  in  those 
Swedish  industries  that  used  to  contrib- 
ute most  to  our  balance  of  payments,"  he 
says,  and  ticks  them  off. 

•  "Swedish  iron  ore  mines  are  deep 
underground.  Those  in  Africa  and  Latin 
America  are  surface  mines  with  better 
quality  ore.  That  industry  is  in  deep 
trouble,  and  its  problems  won't  get 
solved. 

•  "Japanese  steel  mills  now  operate  at 
half  the  cost  of  Swedish  mills.  There  will 


Support:  Can  an  aging  metal  industry  (left)  and  less  competitive  forest  products  support  more  services  for  Sweden's  aged? 


be  losses  in  the  Swedish  steel  industry 
for  many  years  to  come,  no  matter  how 
many  mergers  we  put  together. 

•  "The  forest  industry  is  also  in  deep 
trouble.  .  .  ." 

Sweden's  troubles  didn't  surface  until 
well  after  the  oil  crisis  brought  on  !>\  the 
Organization  of  Petroleum  Exporting 
Countries.  In  fact,  Sweden  rode  through 
the  first  post-OPEC  year,  1974,  with 
flying  colors  as  export  demand  (a  full 
third  of  Sweden's  gross  national  product 
is  foreign  trade)  soared,  especially  for 
steel  and  wood  pulp,  because  of  panic 
buying.    Corporate   profits   more  than 


businessmen. 

"The  quickest  way  to  solve  our  prob- 
lems would  be  to  convince  all  of  us  to 
take  a. 20%  cut  in  wages  and  salaries," 
says  Bjorn  Lundvall,  chairman  of  L.M. 
Ericsson,  the  $1.8-billion  telephone 
equipment  firm.  "Unfortunately,  that  is 
probably  not  possible  politically.  So  we 
will  have  to  go  through  a  very  painful 
process,  a  much  longer  period  of 
adjustment." 

But  even  time  may  not  help.  Sweden 
may  no  longer,  under  any  conditions,  be 
able  to  maintain  its  present  relative  stan- 
dard of  living.  Some  economists  analyze 


.  .  It  is  not  so  much  that  the  Swedish  welfare  state 
has  collapsed  as  it  is  that  the  troubles  of  the  rest 
of  the  world  have  finally  come  to  Sweden  .  .  ." 


doubled  from  1972  levels,  with  some 
firms  earning  100%  on  equity.  In  the 
resulting  euphoria,  Swedish  unions, 
backed  by  a  social  democratic  govern- 
ment, forced  Swedish  industry  to  grant 
staggering  wage  increases — 60%  in  the 
past  three  years.  (Why  let  the  greedy 
capitalists  keep  the  fruit  of  the  boom? 
was  the  reasoning.)  Swedish  labor  be- 
came the  highest  paid  on  the  earth,  earn- 
ing 20%  more  than  the  average  Ameri- 
can, 25%  more  than  the  average  West 
German. 

The  result  was  disaster  for  Swedish 
exports.  While  world  trade  grew  20% 
since  1975,  Sweden's  exports  grew  only 
3%  or  4%.  Says  Electrolux'  Bystedt:  "It 
doesn't  take  long  to  destroy  a  country  if 
you  do  the  kinds  of  things  we've  been 
doing,  if  you  keep  increasing  your  rela- 
tive costs  5%  to  10%  faster  than  compet- 
ing countries,  and  if  your  total  pretax 
profit  margin  is  only  7%." 

Seeing  what  was  coming,  Electrolux 
worked  hard  to  engineer  labor  out  of  its 
vacuum  cleaners,  so  it  could  increase 
production  without  increasing  staff  and 
thus  keep  costs  under  control.  Electro- 
lux earnings  have  actually  risen  this  year, 
and  the  company  refused  government 
subsidies  to  maintain  employment. 

But,  as  Bystedt  admits.  "If  everyone 
tried  to  compensate  for  increased  labor 
cost  the  way  we  did,  then  you'd  really 
see  unemployment." 

Why  did  Swedish  business  cave  in  to 
labor  s  outrageous  demands?  Again, 
smugness.  The  export  companies  like 
us  said:  No,  no,  no.  We'd  rather  take  a 
strike.'  But  the  domestic  companies 
thought  they  could  just  increase  their 
prices  because  they  have  no  competi- 
tion. The  baker,  the  barber — they  don't 
bother — or  the  farmer,  the  building  con- 
tractor. They  say  we  can  stand  any  labor 
cost  increase."  So,  says  Bystedt,  the 
mighty  export  companies  were  outvoted 
by  Sweden's  far  more  numerous  small 


Sweden's  problem  as  one  of  shifts  in 
relative  economic  advantage. 

"If  you  have  a  general  technological 
lead  over  a  wide  field,  as  Sweden  had 
and  to  an  even  greater  extent  the  U.S. 
had  after  the  war,  then  you  can  have  a 
high  real  wage  compared  with  other 
countries,"  says  Nils  Lundgren  of  Stock- 
holm University's  Institute  of  Interna- 
tional Economics.  "All  that  has  gone 
now.  We  don't  have  a  general  lead,  al- 
though we  still  have  quite  a  large  num- 
ber of  firms  that  are  leading  in  their 
fields  and  have  niches  of  various  kinds. 

"This  moment  is  the  turning  of  the 
tide,"  he  goes  on.  "It's  the  kind  of  trau- 
matic experience  the  British  went 
through  after  losing  empire.  We  haven't 
had  empire,  but  we  did  have  a  kind  of 
national  sell-respect,  which  I  think  is 
now  going.  Well,  it  has  gone.  We  were 
best  at  some  things.  We  produced  high- 
quality  stuff.  The  Scandinavian  way  of 
life.  Our  neutrality.  All  that  is  going 
now.  People  realize  that  we're  just  an- 
other shabby  West  European  nation." 

To  Erik  Dahme'n.  a  professor  at  the 
Stockholm  School  of  Economics  and 
economist  for  the  Skandinaviska  Ens- 
kilda  Bank,  Sweden's  second  largest 
(after  PK  Bank),  what  has  happened  is  a 
sort  of  "normalization"  in  global  compe- 
tition. For  Sweden,  the  good  days  are 
gone  forever,  he  says,  although  most 
people,  unfortunatelty,  don't  accept  it. 

"New  or  reconstructed  industries  have 
arisen  in  countries  which  have  recovered 
from  the  ravages  of  the  Second  World 
War,"  he  wrote  in  a  recent  article.  "In 
addition,  a  number  of  developing  coun- 
tries have  built  up  industries.  ...  It  has 
become  easier  to  produce  technically 
complicated  products  with  unskilled  la- 
bor. Further,  new  technology  has  made 
Sweden's  specialist  knowledge  and  voca- 
tional traditions  less  important  than  be- 
fore. The  special  steel  industry  is  the 
most  striking  example  of  this,  but  there 
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port  costs  have  fallen  means  that  Swe- 
den's location  near  the  market  for  basic 
raw  materials  has  become  less  of  an 
advantage." 

Nowhere  is  Sweden's  loss  of  relative 
advantage  more  glaring  than  in  steel. 
Lower-cost  Japanese  producers  are  un- 
dercutting the  Swedish  steel  industry 
even  more  decisively  than  occurred  20 
years  ago  in  textiles.  Listen,  for  example, 
to  Ian  Wachtmeister,  managing  director 
of  the  Granges  Oxelosunds  Steel  Works, 
Sweden's  largest  and  newest.  Wacht- 
meister is  a  scion  of  one  of  Sweden's 
oldest  aristocratic  families  and  brother  of 
Tom  Wachtmeister,  head  of  $750-million 
sales  Atlas  Copco,  the  drilling  equip- 
ment producers.  He  is  on  the  managing 
board  of  Sweden's  soon-to-be-national- 
ized Big  Three  steel  producers. 

"One  modern  Japanese  mill  at  Nippon 
Steel  today  makes  about  10  million  tons 
of  steel  a  year,"  he  says.  "The  entire 
Swedish  steel  industry  today  makes  5 
million  tons  of  steel  a  year,  and  we  re- 
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Politics  In  Stockholm:  The  rows  of  political  posters — mostly  socialist — on  the  footbridge  above  this  busy  shopping 
mall  suggest  the  strains  that  beset  Sweden's  economy:  Can  prosperity  coexist  with  total  social  equality? 


quire  25  mills  to  do  it.  That's  a  bit  of  an 
exaggeration,  because,  of  course,  for 
specialty  steels  sometimes  you  should 
have  smaller  units.  But  it  tells  the  funda- 
mental story. 

"There's  been  a  steady  downtrend  in 
c  ii  nings  from  19-54  on  in  Swedish  steel. 
We're  losing  a  hell  of  a  lot  of  money  now, 
and  we  will  again  next  year.  We've  lost 
about  the  same  amount  of  market  share 
as  the  rest  of  Western  Europe,  while 
Russia  and  Eastern  Europe,  Latin  Amer- 
ica and  especially  Asia  have  all  increased 
market  share. 

Hopeless?  Not  quite,  but  immensely 
discouraging.  Except  for  Japan's  produc- 
tivity of  470  tons  per  man-year,  Swe- 
den s  usual  200-ton  rate  compares  favor- 
ably with  Europe  and  the  U.S..  despite 
the  small  size  of  its  industry.  "By  merg- 
ing and  concentrating,  you  could  in- 
crease this  to  270  to  300  tons  per  man- 
year,"    says    Wachtmeister.    "Not  by 


building  new  plants,  but  by  closing  the 
worst  plants.  By  shrinking,  not  by  ex- 
panding. We  have  eight  blast  furnaces  if 
we  merge.  We  could  close  four  of  them. 
We  have  five  steel  mills.  We  could  close 
three  of  them. " 

Won't  that  mean  firing  people?  "Of 
course,"  says  Wachtmeister.  "I'm  talking 
about  decreasing  our  employment  by 
3,000  people  out  of  f5,000.  We  need  to 
go  down  by  20%."  How  would  the  un- 
ions like  the  resulting  unemployment? 

But  you  can't  blame  all  of  Sweden's 
problems  on  Japanese  efficiency.  It  was 
pioneering  industrial  inventions — the 
lighthouse,  the  safety  match,  the  tele- 
phone switching  system,  the  ball  bear- 
ing, etc. — that  created  wealth  in  agrar- 
ian, warlike  Sweden  in  the  late  19th  and 
early  20th  centuries.  Now  Swedes  are 
looking  around  and  discovering,  belated- 
ly, that  at  some  point  these  great  innova- 
tions stopped.  "The  problem  is  we  have 


not  been  able  to  develop  new  industries, 
like  chemicals,"  says  Karl  Olof  Faxen, 
research  chief  at  the  Swedish  Employ- 
ers' Federation.  "We  are  weak  in  chemi- 
cals. We  are  weak  in  computers.  We  are 
not  very  good  in  pharmaceuticals.  Oh, 
we  have  our  business  success  stories  in 
new  ventures,  but  it  is  in  things  like 
furniture  retailing." 

With  the  1976  victory  of  Thorbjorn 
Falldin,  Sweden's  Social  Democratic 
Party  lost  power  for  the  first  time  in  44 
years.  Its  coalition  (Center/Moder- 
ate/Liberal) successors,  headed  by  Fall- 
din,  realizes  it  cannot  dismantle  the  wel- 
fare state — not  even  the  conservatives 
want  that.  But  the  new  government 
thinks  it  can  check  the  growth  of  govern- 
ment spending  and  restore  at  least  sunn 
of  the  incentive  that  once  made  Swedish 
businessmen  and  technicians  among  the 
world's  best. 

Listen  to  Nils  Asling  of  the  (.'enter 
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party,  the  Minister  of  Industry:  "The 
Swedish  way  is  the  single  man  who  has 
an  idea  and  starts  a  business.  We  want 
[again]  to  support  the  man  with  the 
idea!"  Asling  worries  that  too  little  is 
spent  on  research  and  development 
(about  1.3%  of  GNP,  vs.  2.2%  in  tlx 
U.S.,  for  example).  Even  under  social- 
ism, Sweden  encouraged  investment  by 
big  business:  Swedish  corporations  al- 
ready enjoy  a  relatively  low  tax  rate 
(40%)  and  great  freedom  in  establishing 
tax-free  reserves  earmarked  for  capital 
spending.  This  does  wonders  for  big 
business,  but  very  little  for  the  venture 
capitalist.  Says  Asling:  "If  the  company 
consists  of  just  you  and  your  wife,  you 
don't  get  those  advantages.  That's  very 
discouraging  to  entrepreneurs." 

Thus  far,  the  coalition  government — 
surprised  by  the  gravity  of  the  economic- 
situation  it  inherited — has  moved  cau- 
tiously in  a  number  of  areas.  Minister 
Asling  describes  the  economic  package: 

".  .  .  The  question  for  Sweden 
is,  bluntly,  can  the  welfare 
state  and  the  work  ethic 
exist  side  by  side?  .  .  ." 

"We're  lowering  the  payroll  tax  from  4% 
to  2%  in  the  new  year,"  he  says.  "We've 
frozen  prices  for  another  two  months. 
Perhaps  we  will  continue  to  have  some 
sort  of  control.  We  are  having  discus- 
sions with  the  labor  market  on  the  next 
wage  agreement,  and  a  new  income  tax 
system  is  involved."  The  government 
may  eventually  tie  the  income  tax  to  a 
consumer  price  index,  which  would 
eliminate  the  effect  of  inflation  pushing 
people  into  higher  tax  brackets. 

Asling  goes  on:  "Then  we  have  a  tax- 
reduction  scheme  to  encourage  personal 
savings.  We  are  negotiating  with  towns 
and  communities  to  persuade  them  to 
reduce  their  social  spending.  In  areas 
with  structural  difficulties,  like  steel  and 
textiles  and  shipbuilding,  we  hope  to 
reduce  1974-level  capacity  by  one-half 
over  the  next  five  years  with  labor's  con- 
sent and  encourage  those  workers  to 
move  into  areas  like  housebuilding  and 
the  capital  goods  sector." 

Unfortunately,  the  coalition  govern- 
ment takes  power  at  a  politically  difficult 
time — in  a  world  recession.  Many  of  its 
policies  will  involve  sacrifice  by  a  popu- 
lace that  has  been  pampered  economi- 
cally and  socially  for  decades.  Skandina- 
viska  Enskilda's  Erik  Dahme'n  puts  the 
problem  politely:  "The  central  question 
is  whether  a  basic  adjustment  of  the 
Swedish  economy  can  occur  without  se- 
rious conflicts,  for  example,  on  the  labor 
market.  Today  the  prospects  are  not  too 
bright." 

Some  Swedes  Forbes  talked  with 
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WE  MAKE  AN  EXTRA  POINT  OF  SOLVING 

YOUR  TOUGHEST  BANKING  PROBLEM.  At  North  America,  converting  banking 
problems  to  banking  solutions  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  the  answer  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 
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National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAL  CORPORATION 
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Every  industry's  problems  are  unique. 
So  are  Bell's  solutions  to  them. 


These  designs  identify  some  of  the  industries  we've  studied  in  depth.  In  each  we  found 
business  problems  that  are  really  communications  problems.  To  solve  them,  we've 
developed  industry-specialized  communications  systems.  Systems,  for  example,  to  lighten 
the  paper  load  for  truckers.  To  extend  a  school's  reach  through  voice,  graphic,  and  data 
networks.  To  give  a  food  chain  better  control  of  the  myriad  items  they  stock.  Systems 
that  are  unique  and  for  which  we  take  total  responsibility  for  design,  installation, 
maintenance  and  repair.  So  if  you  haven't  talked  systems  with  your  problem-solving 
Bell  Account  Rep,  your  company's  missing  something. 


The  system  is  the  solution. 


Bell  System 


were  more  optimistic  about  the  chances 
of  making  the  adjustments  with  a  mini- 
mum of  strain.  Among  them  is  Rudolf 
Jalakas,  a  native  Estonian  who  fled  to 
Sweden  in  1943  and  now  is  the  highly 
respected  economist  for  the  conservative 
Svenska  Handelsbank  (Sweden's  third 
largest).  Jalakas  reminds  skeptics  that  "in 
the  Sixties  productivity  in  Swedish  in- 
dustry increased  by  7%  a  year  on  aver- 
age. This  was  the  highest  figure  in  the 
world  with  the  exception  of  Japan.  "  He 
points  out  that  Sweden  has  rolled  with 
the  punches  in  the  past.  In  the  Fifties  it 
phased  out  its  shoe  industry,  retraining 
the  workers  and  finding  them  new  and 
better-paying  jobs.  By  analogy,  he 
thinks,  it  can  do  the  same  with  other 
depressed  industries. 

Economist  Lundgren  is  hopeful,  too. 
"Remember,  this  is  an  old,  puritan, 
Lutheran  country,"  he  says.  "People 
have  been  thinking  here  for  20  years  that 
they  probably  had  it  too  good.  We  still 


get  a  guilty  conscience  when  we  leave 
the  light  on  or  use  the  car  too  much — 
except  maybe  the  teenagers.  You  should 
have  seen  the  euphoria  during  the  oil 
crisis.  Everyone  thought  we  would  have 
to  go  back  to  the  good  old  days  of  Wqrld 
War  II — all  that  rationing,  growing  pota- 
toes. It  put  the  spirit  back  in  life  again." 

But  Lundgren  concedes  that  attitudes 
will  have  to  change. 

When  I  was  at  school,"  he  says 
(Lundgren  is  38),  "it  was  obvious  that  for 
any  intelligent  boy  not  from  the  upper 
class — because  then  he  would  be  a  doc- 
tor or  something — the  best  thing  was. to 
go  to  one  of  the  technical  universities. 
That  would  open  up  a  fantastic  career. 
He  could  become  an  inventor  and  be 
famous  for  that.  He  might  become  man- 
ager of  one  of  the  flagships  of  Swedish 
industry,  a  beautiful  thing  to  do. 

"Industrialists  were  not  pictured  as 
monopolists,  or  greedy  people  only  in- 
terested in  making  money  for  them- 


selves. They  were  seen  as  people  plant- 
ing the  Swedish  flag  in  other  countries, 
part  of  the  national  culture.  Most  people 
were  quite  proud  of  that.  But  that's  not 
true  today.  And  I  think  that  whole  cul- 
tural change  is  quite  important.  It's  not 
just  that  the  structure  of  the  tax  system 
reduces  all  sorts  of  incentives;  it's  that 
top  industrialists  are  no  longer  the  elite 
of  the  country.  They  are  criticized  and 
attacked  from  all  sides  today.  That  means 
a  lot." 

Will  Sweden  come  back?  Or  go  the 
way  of  Great  Britain?  In  the  end,  not 
economics  but  basic  social  attitudes  will 
be  the  deciding  factor — attitudes  toward 
wealth  and  incentive  and  enterprise.  It 
was  the  Swedish  work  ethic,  not  Swedish 
iron  ore,  that  made  possible  the  lavish 
welfare  state.  But  the  welfare  state  end- 
ed by  smothering  the  work-and-reward 
ethic.  The  question  for  Sweden  is,  quite 
bluntly:  Can  the  welfare  state  and  the 
work  ethic  exist  side  by  side?  ■ 


The  Unions  Know  Best 


While  Sweden's  new  middle-of-the- 
road  government  seeks  gently  to  nudge 
the  nation  back  on  the  road  to  incen- 
tives, the  powerful  trade  unions  remain 
hell-bent  for  socialism.  In  fact,  the  pow- 
erful Landsorganisationen  (LO),  the 
confederation  of  blue-collar  unions,  has 
an  improvement  on  socialism.  It  wants 
control  of  Swedish  industry  to  be  vested, 
not  in  the  state,  but  in  the  unions. 

Gradually,    of  course.    The  unions 
would  require  businesses  to  set  aside  20% 
of  their  pretax  profits  each  year;  the  mon- 
ey would  be  used  to  buy  company  stock, 
which  would  then  be  handed  over  to  the  LO.  There  you 
have  it!  In  20  years,  assuming  the  companies  remained 
profitable,  a  handful  of  union  bureaucrats  would  run  all  of 
Swedish  industry.  (How's  that  for  power,  George  Meany?) 

A  pipe  dream?  Far  from  it.  A  special  Parliamentary 
Commission  has  been  studying  the  proposal  seriously  since 
1974.  Although  its  findings  may  not  be  reported  in  time  for 
the  1979  general  election,  ex-Premier  Olaf  Palme,  leader  of 
the  LO-supported  Social  Democratic  Party,  Sweden's  larg- 
est, is  certain  to  make  it  a  major  campaign  issue. 

"We  simply  feel  that  workers  collectively  should  have 
some  share  in  the  growth  of  capital,  "  says  LO  theoretician 
Gosta  Dahlstrdm,  "and  have  some  influence  on  major 
industrial  policy."  "The  question  is:  How  can  we  combine 
having  enough  capital  to  invest  and  yet  not  leave  it  in  the 
hands  of  the  very  few?"  says  Anna  Hedborg,  who  worked 
on  the  proposal  with  LO  economist  Rudolph  Meidner. 

Some  rather  convoluted  neo-Marxist  reasoning  lies  be- 
hind the  proposal.  Sweden's  labor  unions  have  foisted  a 
strongly  egalitarian  wage  structure  on  the  country.  As  a 
consequence,  the  Swedish  boss  doesn't  take  home  much 
more  than  the  man  who  sweeps  the  floor  of  his  factory. 
According  to  government  figures,  the  chief  executive  of  a 
typical  1,000-employee  firm  earns  about  $45,000,  but 
steeply  progressive  taxes  leave  him  or  her  with  a  take-home 
pay  of  less  than  $14,000.  The  man  or  woman  who  sweeps 
the  floor  earns  only  about  $1 1,000  and  takes  home  $8,200. 
Not  only  are  wage  rates  equalized  among  job  functions,  but 


among  firms  and  industries  as  well. 

There  is,  to  be  sure,  a  certain  amount 
of  expense-account  living  in  Sweden  and 
a  fair  degree  of  inherited  wealth,  but  the 
leveling  has  gone  quite  far:  Among  the 
12  leading  industrial  nations,  Sweden 
has  by  far  the  most  even  income  distri- 
bution. Australia  and  Japan  are  next; 
France  has  the  most  uneven  distribu- 
tion, and  Italy  and  the  U.S.  are  next 
from  the  bottom  in  that  order. 

The  argument  the  unions  use  in  support 
of  their  takeover  of  industry  is  that  the 
egalitarian  wage  structure  has  created 
excess  profits  for  the  more  efficient  Swedish  firms — and  that 
the  workers,  through  their  unions,  ought  to  capture  control 
of  that  excess.  As  the  LO  s  Hedborg  puts  it:  "Those  firms  who 
can  pay  more  than  the  solidarity  wage  policy  asks  for, 
because  they  are  so  profitable,  can  simply  keep  the  extra 
profits  that  are  not  taken  out  by  wages.  If  we  leave  this 
money,  it  just  goes  into  the  pockets  of  the  shareholders.  " 

Even  conservatives  like  Svenska  Handelsbank  econo- 
mist Rudolf  Jalakas  concede  that  some  type  of  wage-earner 
fund  is  likely.  "Wage  earners  will  get  their  fund,"  he  says, 
and,  "there  will  be  the  typical  Swedish  compromise." 

The  compromise  almost  certain  to  be  proposed  by  the 
nonsocialist  Falldin  government  is  personal  ownership  in 
the  stocks  of  the  fund  for  every  worker,  who  would  have 
the  right  to  sell  them — a  crucial  modification  over  the 
collective  ownership  proposed  by  the  union  bureaucrats. 

But  there  is  little  chance  that  the  LO  will  buy  that 
compromise — suggesting  that  it  is  power  the  union  lead- 
ers seek,  not  a  better  distribution  of  profits.  Says  union 
theoretician  Hedborg:  "It's  not  a  question  of  making  every 
firm  owned  by  those  who  work  there.  We  don't  want  the 
Yugoslavian  system  of  self-determined  companies,  be- 
cause that  again  would  ruin  our  solidarity  wage  policy." 
Because  one  company  might  do  better  than  another? 
"Yes,"  says  Hedborg,  "and  that  would  increase  wage 
differentials  again." 

If  Swedish  industry  is  in  trouble  now,  imagine  it  in  the 
hands  of  trade  union  politicians  and  theoreticians. 
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Alcan's  Latest  Cliff-Hanger 


Smaller  businesses  can  flee  Quebec,  but  Alcan  Aluminium  has  no  place 
to  go.  Will  French  separatism  recognize  economic  common  sense? 


Alcan  Aluminium  should  be  the  most 
profitable  aluminum  marketer  in  the 
world.  Selling  aluminum  is  really  selling 
energy — packaged  in  light,  recyclable 
ingots.  Electricity  to  operate  smelters  is 
a  major  production  cost,  and  the  $3- 
billion-sales  Canadian  giant  has  huge  hy- 
droelectric generators  that  provide  the 
industry's  cheapest  power. 

While  U.S.  competitors  Alcoa,  Kaiser 
and  Reynolds  buy  much  of  their  energy, 
Alcan  comes  close  to  being  self-suffi- 
cient. It  is  the  world's  largest  nonutility 
electricity  producer.  In  northern  Que- 
bec, for  example,  Alcan  owns  a  30-mile 
stretch  of  the  rolling  Saguenay  River. 
With  dams  there  and  on  other  Canadian 
waters,  it  can  generate  3,600  megawatts 
of  power — about  half  of  Consolidated 
Edison's  peak  load. 

These  plants  are  largely  depreciated, 
though  decades  of  use  remain.  Their 
book  value  is  $240  million,  but  the  re- 
placement cost  is  ten  times  that.  Low 
operating  expenses  yield  electricity  for 
less  than  3  mills  per  kilowatt-hour. 

Alcan's  Quebec  energy  costs  work  out 
to  about  2.5  cents  per  pound  of  alumi- 


num ingot.  Few  U.S.  aluminum  plants 
can  match  that  figure  now — and  their 
power  costs  are  fast  increasing.  The  Ala- 
bama smelter  Alcan  is  buying  from  Re- 
vere Copper  &  Brass,  for  example,  gets 
its  electricity  from  the  Tennessee  Valley 
Authority;  it  costs'  14  cents  for  each 
pound  of  production.  Rates  are  lower  in 
the  Pacific  Northwest,  but  no  new  hook- 
ups are  available.  Japan  s  aluminum  in- 
dustry, where  power  charges  depend  on 
the  price  of  imported  oih  already  pays 
nearly  30  mills  per  kilowatt-hour — more 
than  ten  times  Alcan's  cost  and  about  24 
cents  for  every  pound  of  metal. 

Since  the  current  world  price  of  alumi- 
num is  53  cents  per  pound,  Alcan,  with 
the  lowest  electricity  costs  by  far,  should 
be  minting  money.  Demand  for  its  prod- 
uct is  strong,  with  automobiles  now  in 
production  using  115  pounds  of  alumi- 
num— up  from  75  pounds  three  years 
ago — and  the  figure  is  bound  to  rise. 
Also,  unlike  the  situation  with  copper 
and  nickel,  producer  nations  haven't 
swelled  supplies.  Aluminum  ore — baux- 
ite— is  plentiful  enough,  but  aluminum 
smelting  is  too  complex  and  costly. 


Alcan's  luster,  however,  has  yet  to 
shine  through.  Though  its  first-in,  first- 
out  accounting  raises  reported  earnings, 
Alcan's  return  on  equity  (6.9%  over  the 
past  five  years)  trails  that  of  the  three  big 
U.S.  producers.  Its  operating  margins 
are  below  those  of  archrival  Alcoa.  So  too 
its  reputation  on  Wall  Street,  despite 
record  first  half  earnings  and  two  recent 
dividend  hikes:  Alcan  shares  sold  recent- 
ly at  just  27%  above  their  1975  lows — a 
fraction  of  the  60%  to  140%  gains  posted 
by  its  U.S.  competitors. 

This  is  nothing  new.  Alcan  has  always 
had  trouble  turning  its  rock-bottom  en- 
ergy costs  into  superior  profitability.  The 
company  got  its  start  in  1928  as  the  result 
of  Alcoa's  decision  to  spin  off  Canadian 
and  international  operations.  That  made 
Alcan — like  Nestle'  and  Shell  Oil — a  mul- 
tinational long  before  the  phrase  was 
coined. 

Today,  headquartered  in  a  skyscraper 
atop  Montreal's  gleaming  Place  Ville 
Marie,  it  makes  metal  in  nine  countries 
and  sells  in  over  100.  Alcan  normally 
produces  about  one-sixth  of  the  non- 
Communist  world's  aluminum — a  shade 


Where  The  Current  Goes:  Alcan's  hydro  power  runs  these  aluminum  potlines.  Its  plant  in  northern  Quebec  is  the  world's  largest. 


more  than  Alcoa.  International  to  the 
core,  its  largest  stockholder  (3%)'  is  the 
Kingdom  of  Norway,  which  sold  50%  of  a 
state-owned  aluminum  business  to  Alcan 
in  the  early  Sixties.  Most  wholly  owned 
Alcan  capacity,  however,  is  in  Canada.  It 
was  built  in  Quebec,  largely  with  loans 
from  the  British  government  during 
World  War  II  when  aluminum  was  es- 
sential for  aviation. 

The  postwar  decline  in  demand  left 
Alcan's  brand-new  smelters  running  well 
below  peak  output,  and  management 
quickly  aimed  to  capitalize  on  the  com- 
pany's low  energy  costs.  The  grand  de- 
sign was  to  become  a  producer's  produc- 
er. With  its  cheap  electricity,  Alcan 
would  make  only  raw  ingot  and  sell  to 
others  for  fabrication.  By  1958,  after  Al- 
can had  invested  in  additional  hydroelec- 
tric facilities  in  British  Columbia,  the 
folly  of  that  strategy  was  apparent:  Inte- 
grated U.S.  aluminum  companies  had 
been  building  their  own  smelters  with 
encouragement  from  TVA  and  the 
Bonneville  Power  Administration.  When 
demand  slowed,  they  relied  on  in-house 
ingot,  and  Alcan  was  left  with  no  end-use 
customers  for  50%  of  its  capacity. 

As  a  result,  Alcan  belatedly  began 
building  its  own  rolling  mills  and  extrud- 
ing plants.  But  even  today  it  is  just  65% 
integrated,  compared  with  Alcoa's  85%. 
This  hurts,  since  aluminum  fabricating 
profits  per  pound  can  be  double  those  of 
ingot  production.  Factor  in  Alcan's 
slightly  higher  transportation  costs  and 
the  lower  productivity  of  its  older  Cana- 
dian plants,  and  for  years  the  benefits  of 
its  cheap  energy  have  been  gobbled  up. 

Now,  however,  the  competitive  bal- 
ance is  shifting  slowly  back  to  Alcan. 


Despite  the  political  uncertainty  in  Que- 
bec, the  company  has  announced  a  major 
program  to  upgrade  and  enlarge  its  facili- 
ties there,  investing  $1  billion  over  the 
next  decade.  "We're  the  only  producer 
in  the  world  that  can  expand  by  30% 
without  spending  a  cent  on  power,"  ex- 
plains David  Culver,  52,  Alcan's  new 
president  and  the  man  likely  to  succeed 
Chairman  Nathanael  Davis  when  he  re- 
tires in  three  years.  "Sure  we  bring  our 
raw  materials  farther  and  ship  our  pro- 
ducts farther.  But  with  energy  costs  for 
competitors  rising,  the  positive  side  of 
that  equation  gets  more  important  to  us. 
When  Bonneville  power  was  selling  for  3 
mills,  transportation  costs  soaked  up  all 
our  advantage.  Now  those  days  are  gone, 
and  we're  building  on  our  strengths." 

The  world  price  for  aluminum  has 
jumped  by  30%  in  the  past  18  months, 
and  Alcan  executives  clearly  think  it  will 
continue  to  go  up — reflecting  higher 
electricity  costs  for  competitors  and  pro- 
viding fatter  profits  for  Alcan.  Already 
Alcoa  and  Kaiser  may  be  putting  through 
a  4%  increase  on  some  fabricated  prod- 
ucts. "The  new  cost  of  power  hasn't 
worked  its  way  through  the  industry," 
argues  Davis.  "Were  about  the  only 
place  in  the  world  where  you  can  get 
cheap  electricity,  and  our  old  edge  is 
coming  back."  Davis,  62,  knows  his  his- 
tory. Dapper,  patrician  and  slightly  shy, 
he  is  only  the  second  chief  executive  in 
Alcan's  50  years  of  existence.  He  suc- 
ceeded his  father,  who  was  a  nephew  of 
Alcoa  founder  Arthur  Vining  Davis. 

In  the  end  though,  neither  history  nor 
economics  but  politics  will  determine 
Alcan's  fate.  The  blessings  of  Quebec's 
cheap  hydro  power  may  become  a  curse 


if  the  drive  for  an  independent  French- 
speaking  nation  brings  a  hostile  govern- 
ment. So  far,  Alcan's  multinational  ex- 
perience— some  insights  gained  when 
Guyana  nationalized  its  bauxite  mines  in 
1971 — has  proved  a  boon.  For  years,  in 
fact,  Alcan  has  been  well  thought  of  by 
native  Quebecers.  Paul  Leman,  its  cur- 
rent vice  chairman,  has  long  been  one  of 
Canada's  highest  ranked  native  French 
executives.  Management  at  its  Quebec 
reduction  plants  and  smelters  has  been 
largely  French  since  the  late  Fifties.  If 
anything,  Alcan's  relationship  with  Pre- 
mier Rene'  Levesque's  separatist-minded 
Parti  Que'becois,  which  came  to  power 
one  year  ago,  is  a  bit  too  rosy. 

Since  last  November's  elections,  over 
200  businesses,  worried  about  the  im- 
pact of  forced  Frenchification,  have  left 
the  province.  Alcan,  on  the  other  hand, 
has  received  an  equitable  tax  ruling. 
Though  it  triples  the  30-year-old  levy  on 
Alcan  electricity  production  and  indexes 
that  rate  to  the  industrial  user  charge  of 
Quebec  Hydro,  the  province-owned 
utility,  the  deal  could  have  been  tough- 
er. In  fact,  on  the  strength  of  it,  Alcan 
has  inaugurated  the  $200-million  first 
phase  of  its  vast  new  smelter  expansion 
program. 

Culver,  a  Harvard  M  B  A.  and  a  28- 
year  Alcan  veteran,  has  the  suave  preci- 
sion associated  more  quickly  with  diplo- 
mats than  businessmen.  He  talks  freely 
about  politics  and  Alcan's  future:  "Of 
course,  we're  not  seeking  to  become  bo- 
som buddies  with  the  PQ,  but  our  ex- 
pansion certainly  comes  at  a  good  time 
for  them.  We're  not  digging  into  Que- 
bec's soil  and  shipping  something  away; 
we're  bringing  other  people's  soil  here, 
processing  it  and  selling  it  all  over  the 
world."  Over  9,000  Alcan  jobs  are  an 
economic  anchor  for  the  remote  Sague- 
nay  region,  which  has  only  80,000  work- 
ers and  a  12%  unemployment  rate. 

"At  the  very  worst,"  Culver  argues, 
"suppose  a  Northern  Ireland  situation 
develops.  Suppose  there  is  an  erosion  of 
democratic  principles.  If  the  govern- 
ment takes  us  over,  they'll  still  need  to 
make  aluminum.  Our  smelters  are  the 
single  biggest  value-added  business  in  all 
Canada.  They  would  be  essential  to  Que- 
bec as  an  independent  nation,  and  if  the 
compensation  is  fair  and  their  price  is 
right  well  buy  from  them." 

That  is  the  issue.  Alcan  cannot  move 
its  operations  out  of  Quebec,  but  Que- 
bec cannot  sell  aluminum  without  Al- 
can's fabricating  and  marketing  know- 
how.  "Our  interests  and  theirs  are 
perfectly  compatible,"  says  Davis,  as  he 
looks  from  his  office  window  down  on 
Montreal.  "We  want  to  make  aluminum 
and  they  want  to  see  employment 
maintained." 

If  only  politics  operated  on  such  sim- 
ple logic,  Alcan's  worries  would  be  few. 
But  the  cloud  is  there.  ■ 


All  In  The  Family:  Chairman  Nathanael  Davis  (left)  was  just  32  when  he 
took  over  Alcan's  top  job  from  his  father.  His  likely  successor  is  its  cur- 
rent president,  David  Culver,  whose  father-in-law  held  that  post  before  him. 
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Arthur  Vining  Davis 


Andrew  Mellon 


James  B.  Duke 


Riches  For 

From  the  trapper  to  the 

Quebec's  Saguenay  River  region  isn't  exactly  the  most 
convenient  place  in  the  world  to  make  aluminum.  True, 
there  is  ready  access  to  ocean  shipping,  but  the  Laurentian 
Mountains  isolate  the  area  from  Montreal,  350  miles  to  the 
south.  In  winter  the  temperature  is  steadily  sub-zero;  sun- 
set comes  at  3:30  in  the  afternoon. 

Nevertheless,  Alcan's  smelter  on  the  Saguenay  is  the 
world's  largest.  Indeed,  the  region's  natural  resources  have 
been  attracting  outside  investors  for  nearly  300  years. 

After  early  French  trappers  spread  tales  of  the  region, 
timber  was  the  first  commercial  lure.  William  Price,  an 
English  entrepreneur,  moved  into  the  area  in  the  early 
years  of  the  19th  century.  Napoleon  had  cut  Britain's  supply 
lines  to  the  forests  of  Scandinavia,  and  Price  thought  he 
could  make  a  fortune  providing  masts  for  the  Royal  Navy. 

Unfortunately  for  Price's  scheme,  Napoleon  fell  before 
many  of  Price's  trees  did.  But  he  had  seen  the  Saguenay's 
potential.  The  businesses  he  founded  are  now  part  of  Toron- 
to's huge  Abitibi  Paper  Co. 

Nearly  a  century  after  Price  another  war  lured  American 
tobacco  millionaire  James  B.  Duke  to  northern  Quebec. 


Richard  Mellon 


Every  Age 

logger  to  the  smelter. 

During  World  War  I,  he  teamed  up  with  Price's  heirs  to 
begin  work  on  the  Saguenay's  first  hydroelectric  facility. 
Duke's  idea  was  to  use  the  cheap  power  to  make  nitrates  for 
explosives,  but  once  again  the  fighting  ended  before  the 
scheme  could  come  to  fruition. 

Enter  Arthur  Vining  Davis,  the  founder  of  Alcoa.  With 
financial  backing  from  Pittsburgh  bankers  Andrew  and 
Richard  Mellon,  Davis  wanted  to  expand  his  production 
and  needed  low-cost  electricity.  So  Davis  and  Duke  worked 
out  a  deal:  Alcoa,  which  was  soon  to  spin  off  its  Canadian 
operations,  got  Duke's  Quebec  plant  and  his  water  rights. 
In  return,  Duke  got  a  sizable  block  of  stock  in  the  budding 
aluminum  giant. 

Today,  of  course,  the  Davises,  the  Dukes  and  the  Mel- 
Ions  have  long  since  relinquished  their  preeminent  stock- 
holder positions  in  Alcan.  In  part,  that  was  required  by  a 
decade-long  U.S.  antitrust  case  against  Alcoa  and  Alcan  that 
was  decided  in  1945.  Now,  in  fact,  Alcan  is  over  50% 
Canadian-owned.  But  Duke's  original  hydro  plant  stiii 
works  without  a  hitch,  steadily  churning  out  enough  elec- 
tricity to  power  a  city  of  300,000  people. 
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Statistical  Spotlight 


Inflation  Is  Only  6% 

That's  not  much,  is  it?  Oh,  no?  Read  on. 


You  take  your  wife  out  for  dinner  at  a 
modest  restaurant,  have  a  bottle  of  wine 
with  the  meal  and  ask  for  the  cheek.  You 
hand  the  waiter  a  $50  bill  and  you're  not 
at  all  shocked  when  the  change  isn't 


What  Things  May  Cost 


1962 

One-Family  Home 

$17,600 

35-Foot  Cabin  Cruiser 

22,500 

Annual  College  Costs — Harvard 

2,650 

Chevrolet  Impala — 4-door 

2,529 

Annual  Social  Security  Deduction 

150 

Two-Week  London  Vacation  for  2 

893 

Auto  Insurance  Premium 

87 

Man's  Wool  Suit 

130 

Monthly  Electric  Bill 

8 

Prime-Rib  Dinner 

4.65 

Haircut 

1.00 

Paperback  Novel 

.95 

Hamburger 

.60 

Pizza  (Slice) 

.15 

Gasoline  Per  Gallon 

.31 

Hershey  Bar 

.05 

Daily  Newspaper — N.  Y.  Times 

.05 

First-Class  Postage  Stamp 

.04 

enough  for  the  tip.  You  reach  into  the 
pocket  of  your  ready-made  $300  suit  and 
take  out  another  $5  bill,  and  hand  it 
over.  On  the  way  home  you  stop  off  at  a 
drugstore  and  pick  up  a  paperback  book, 


Compound 


Annual 

What 

t  would  cost 

Rate 

assuming  same  rate  of 

of  Increase 

increase  as  '62-77 

1977 

1962 

1977 

1987 

1997 

54,400 

7 

8%  5 

1  15,290 

$244,327 

49,900 

5 

5 

85,234 

145,593 

7,060 

6 

8 

13,631 

26,316 

4,887 

4 

5 

7,590 

1 1,786 

965 

13 

2 

3,334 

1 1,520 

990 

*  0 

7 

1,06T 

1,138* 

245 

7 

1 

486 

966 

215 

3 

4 

300 

420 

26 

8 

2 

57 

126 

9.75 

5 

1 

16.03 

26.36 

3.00 

7 

6 

6.24 

12.98 

2.25 

5 

9 

3.99 

7.08 

1.20 

4 

7 

1.90 

3.01 

.55 

9 

0 

1.30 

3.08 

.64 

5 

0 

1.04 

1.70 

.20 

9 

7 

.50 

1.27 

.20 

9 

7 

.50 

1.27 

.13 

8 

2 

.29 

.63 

a  morning  newspaper  and  a  Hershey  bar; 
you  give  the  clerk  a  $5  bill,  he  gives  you 
a  penny  in  change. 

Last  of  the  big  spenders?  No,  it's  1987, 
only  ten  years  from  now,  and  you  are  an 
average  American.  No  runaway  inflation, 
mind  you.  Just  a  nice,  steady  5%  and 
6%,  but  the  prices  of  everything  you  buy 
are  outrageously  high  in  terms  of  what 
we  are  accustomed  to  paying  even  today. 
You  think  nothing  of  paying  $6  to  $10  to 
see  a  movie.  Your  automobile,  a  Chevro- 
let Impala  perhaps,  set  you  back  close  to 
$8,000.  Filling  its  tank  once  virtually 
destroys  a  $20  bill. 

Okay,  but  your  income  will  be  up 
accordingly.  Will  it?  Have  you  forgotten 
about  the  glorious  progressive  income 
tax?  The  higher  your  income  goes,  the 
bigger  the  proportion  that  goes  to  the 
government.  Take  that  corporate  attor- 
ney shown  in  the  adjoining  table.  Even  if 
his  income  keeps  up  with  inflation,  his 
real  take-home  pay  will  drop  sharply, 
because  the  government  will  take  away 
40%  of  what  he  makes  instead  of  just 
29%.  Even  the  production  worker  will 
be  worse  off;  the  government  takeout 
from  his  take-home  would  rise  from  14% 
to  22%.  Social  Security  alone  will  add  up 
to  an  impressive  total:  The  average 
American  worker  will  be  laying  out  at 
least  $3,000  a  year,  as  compared  with 
only  $965  this  year. 

Unless,  therefore,  the  progressive  in- 
come tax  is  changed  or  inflation  slowed, 
many  of  us  can  look  forward  to  a  lower 
standard  of  living  ten  years  hence.  Of 
course,  some  people  will  be  able  to  raise 
their  incomes  sufficiently  to  keep  up  or 
to  keep  ahead.  But  far  from  everybody. 

You  can  take  some  satisfaction  from 
the  fact  that  the  house  you  bought  for 
just  under  $18,000  in  1962  is  now 
"worth"  $115,000.  But  you  can  forget 
about  that  cabin  cruiser  you  promised 
yourself  when  the  kids  were  grown  up 
and  out  of  college.  It  would  cost  you 
$85,000.  And  you  just  exhausted  your 
savings  paying  tuition  for  two  kids  at  Ivy 
League  schools  last  year — $27,000  for 
the  pair  of  them.  ■ 


Sources:  Bureau  of  the  Census,  Chris-Craft,  Harvard  University,  General  Motors,  State  Farm  Insurance,  Hart  Schaffner  & 
Marx,  Edison  Electric  Institute,  Howard  Johnson.  *Assumes  Laker  Airways  low  air  fare. 


What  You  May  Earn 

Compound 

Annual 

What  you 

would  earn 

Rate 

assuming 

same  rate  of 

of  Increase 

increase  as  '62-' 77 

1962 

1977 

1962-1977 

1987 

1997 

Corporate  Attorney 

Gross  Earnings  5 

16,440 

$38,828 

5.9% 

$68,881 

$122,196 

Aftertax  Earnings* 

12,872 

27,459 

5.2 

40,153 

63,851 

Constant  $  —  1977 

25,829 

27,459 

0.4 

22,634 

20,289 

Aftertax  Earnings  as 

perrent  of  Gross 

78 

71 

58 

52 

Production  Worker 

Gross  Earnings 

5,021 

1  1,740 

5.8 

20,631 

36,255 

Aftertax  Earnings* 

4,420 

10,137 

5.7 

16,012 

24,787 

Constant  $  —  1977 

8,869 

10,137 

0.9 

9,1 12 

8,027 

Aftertax  Earnings  as 

percent  of  Gross 

88 

86 

78 

68 

'Assumptions:  Married  taxpayer  joint  return,  two  dependent  children,  standard  deduction,  no  change  in  1977  tax 
structure  for  subsequent  years;  gross  earnings  less  net  tax  liability,  state  and  local  income  taxes  (assuming  the  same 
proportion  of  state  and  local  income  taxes  to  federal  income  taxes);  Social  Security  tax  for  1987  estimated  from  pending 
legislation. 
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Swiss  Bonk  C  orporii  l«  hi. 


You  know  our 
international  expertise* 

IVow  discover  our 
American  know-how. 

Our  reputation  as  a  leading  authority  in  inter- 
national finance  speaks  for  itself. 

But  the  Swiss  Bank  Corporation  has  til  so  es- 
tablished a  reputation  that  spans  the  world  of  busi- 
ness in  America.. .we've  been  known  for  our 

expertise  in  serv  ing  the  commercial  banking 

needs  of  companies  in  the  U.  S.  for  nearly 
%    four  decades.  Through  these  years  we  have 
grown  to  include  more  than  650  people 
committed  to  serving  our  expanding 
list  of  customers.  Our  banking  experts 
have  made  it  their  business  to  know 
all  the  w  ays  banking  can  help  you 
tow  ard  your  corporate  goals. 

Whether  you're  interested  in 
domestic  or  international  loans,  cor- 
porate finance,  money  market  facili- 
ties, foreign  exchange  or  good  old 
American-style  financial  savvy,  the 
Swiss  Bank  Corporation  can  help  you 
with  it  all. 

There  w  as  a  time  w  hen  American 
companies  believed  they  needed  our 
bank  for  international  expertise  and 
other  banks  for  everything  else. 

Now  they  know  the  Swiss  Bank 
Corporation  is  in  America  to  give  them 
international  expertise  and  everything  else. 

SWISS  BANK  CORPORATION 

Our  expertise  is  international. 
Our  commitment  is  American. 

Main  Office  U.S.A.:  New  York,  15  Nassau  St.,  10005,212/791-2777. 
Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Representative  Offices:  Houston,  One  Allen  Center,  77002,  713/658-050 1 
and  Los  Angeles,  800  W.  Sixth  Street,  90017,  213/489-5900. 


Spice:  At  a  B.F. 

Goodrich  "toga 
party"  in  Rome, 
chariots  entered 
in  mid-meal. 


"Even  A  millionaire  Couldn't 
Buy  Something  Like  That" 

That's  the  psychology  keeping  the  $2.5-billion 
sales-incentive  business  going  and  growing:  Give  'em  things 
they  wouldn't  (or  couldn't)  buy  on  their  own. 


By  JAMES  O'HANLON 

It  is  a  hidden-away  business,  not  shock- 
ing, just  unsettling  .  .  .  like  coming 
across  your  barber  getting  his  hair  cut. 
What"  is  it?  It  is  sales  motivation — the 
toasters,  electric  carving  knives,  clock 
radios  and  trips  to  Hawaii  that  U.S.  busi- 
nessmen hand  out  to  motivate  their  al- 
ready well-paid  salesmen.  This  is  no 
smiling  matter.  This  year  U.S.  business 
will  spend  $2.5  billion  on  prize-giving 
incentive  programs. 

What?  Did  P.T.  Barnum  need  bio- 
feedback? No,  but  he  probably  could 
have  used  an  extra  shaving  bowl.  That's 
the  key.  People  in  the  business  of  moti- 
vating salesmen  talk  about  cash  as  if  it 
were  out  of  style.  "Salaries  are  satisfi- 
ers,"  says  one  sales-incentive  executive. 
"Our  programs  are  motivators."  "A  lot  of 
salesmen,"  says  another  expert,  "will 
only  work  to  make  a  set  amount  of  cash. 
Pay  him  more  and  he  ll  work  less." 

In  any  case,  lighting  a  fire  under  insur- 
ance salesmen  and  auto  dealers  is  a  big, 
unruly  business.  There  are  hundreds  of 
hustling  travel  agents  and  manufacturers 
representatives  in  the  game  and  small- 
fry  specialists  who  devise  programs,  but 
farm  out  travel  and  merchandise  fulfill- 


ment. And  there  is  a  bunch  of  guys  who 
mostly  stock  pocket  combs  and  key 
chains.  But  straddling  it  all  like  the  fat 
kids  on  an  eighth  grade  football  team  are 
a  handful  of  full-service  incentive  spe- 
cialists who  represent  about  20%  or  $500 
million  of  the  total  "trade"  motivation 
volume.  These  include  E.F.  MacDonald 
Co.,  probably  the  biggest;  St.  Louis' 
Maritz,  Inc.;  Sperry  &  Hutchinson's 
$50-million-volume  S&H  Motivation  & 
Travel  subsidiary  and  Performance  In- 
centives Corp.  of  Minneapolis,  a  division 
of  Carlson  Co.,  Inc. 

Market  Promotion  Manager  Richard 
Figgie  of  The  Trane  Co.,  the  commercial 
air-conditioning  manufacturer,  explains 
why  many  firms  prefer  to  deal  with  the 
big  outfits:  "The  manufacturers  repre- 
sentatives will  get  you  merchandise  at 
40%  off  list  price,  but  the  big  full-service 
outfits  who  charge  suggested  list  price 
will  do  everything  for  you,  from  ware- 
housing to  drop-shipping." 

That  isn't  half  of  it.  The  big  incentive 
companies  send  in  idea  specialists,  art- 
ists, writers,  who  dream  up  rules  and 
prize  systems  to  suit  a  company's  needs. 
When  the  program  gets  under  way,  their 
program  administration  staffs  tap  into 
the  clients'  record-keeping  at  key  points 


to  monitor  each  salesman's  progress. 

A  typical  incentive  program  devised 
by  a  Maritz  or  a  MacDonald  for  a  big 
auto-parts  manufacturer  might  run  in 
three  sections:  travel  plus  merchandise 
schedules  for  dealers,  less  elaborate  trav- 
el and/or  merchandise  for  sales  managers 
and  merchandise  for  salesmen.  At  regu- 
lar intervals  during  the  typical  six-month 
program,  the  incentive  company  will 
mail  specialized  teasers  to  contestants, 
ranging  from  greeting  cards  to  expensive 
gifts  to  a  participant's  home.  Dealers 
competing  for  a  trip  to  London,  for  ex- 
ample, were  sent  raincoats.  Aspirants  for 
a  Madrid  trip  got  castanets  and  calfskin 
wine  flasks.  "The  idea,"  says  one  Mac- 
Donald executive,  "is  to  get  the  wives 
involved.  If  the  family  doesn't  get  be- 
hind a  program,  it  is  dead." 

There  are  winners  galore.  Last  year 
S&H,  from  its  3,000-item  sales-incentive 
prize  catalog,  distributed  3,000  televi- 
sion sets  and  300,000  alarm  clocks  in 
return  for  accumulated  prize  points. 
MacDonald  operates  a  computerized 
mailing  system  adjacent  to  its  120,000- 
square-foot  Dayton  distribution  center 
that  ships  over  6,000  awards  a  day.  Says 
George  E.  Hochwalt  Jr.,  a  smooth, 
sharp-featured    MacDonald  marketing 
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If  you  can't  find  your  insurer 
when  a  claim  needs  attention, 
that's  un-American. 

The  best  insurance  protection  can  slip  quickly  to  second-best  if  claim 
service  doesn't  measure  up. 

At  American  Mutual,  we  give  you  responsive,  fair  settlements. 

We  don't  stick  our  head  in  the  sand  -  or  in  the  clouds.  We  keep  our 
eyes  on  your  needs.  That's  the  American  way,  the  American  Mutual  way. 


American 
Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


executive  with  16  years  of  in- 
centive experience,  "Prizewin- 
ners don't  want  to  wait  for  ful- 
fillment. We  get  their 
selections  out  within  48  hours 
of  notice." 

But  it  is  in  the  travel  pro- 
grams that  the  big  incentive 
companies  outdo  themselves. 
MacDonald  and  S&H  operate 
their  own  Apollo  reservation 
systems  plus  a  cadre  ol  travel 
experts  who  roam  the  globe 
putting  together  specialized 
hotel,  entertainment,  dining 
and  air  travel  packages  for 
prizewinning  groups,  ranging 
from  20  couples  to  16,000  peo- 
ple In  addition,  trained  tour 
directors  are  assigned  to  every 
trip  at  a  ratio  of  one  to  every  50 
travelers.  Travel  winners  get 
first  class,  virtually  door-to- 
door  treatment.  "Besides  book- 
inn  the  charters,"  says  Bill  Pen- 
well,  45,  president  of  S&H  Mo- 
tivation, "if  250  people  have  to 
get  to  Dallas  from  50  different 
locations  for  a  flight  to  Madrid, 
we'll  do  all  the  booking  and 
ticketing  to  get  them  there  our- 
selves, plus  their  return." 

One  of  the  tour  directors' 
most  common  jobs  is  orches- 
trating the  gala  costume  parties 
found  on  most  recent  trip  agen- 
das. In  Rome,  for  example, 
mid-meal  at  a  Caesar-and- 
Cleopatra-style  toga  party,  the 
doors  of  the  Cavalieri  Hilton's 
vast  dining  room  swing  open 
before  the  beat  of  hooves  and 
the  charge  of  racing  chariots. 
When  the  dining  room  doors 
swing  open  in  London,  it's  like- 
ly to  be  the  Coldstream  Guards 
marching  in,  pipes  blaring. 
"That's  what  makes  these  trips 
work,"  says  Bill  Penwell,  "even 
a  millionaire  couldn't  buy 
something  like  that." 

Do  these  trips  work?  Jim 
Graham,  director  of  merchan- 
dising for  General  Motors  Pon- 
tiac  division,  gives  a  definite 
yes.  "We  can  always  tell  when 

an  incentive  program  is  run-   

ning  by  looking  at  our  sales- 
trend  sheet.  Of  course  we  don't  know  if 
our  volume  would  be  as  high  without 
them.  But  until  our  competitors  drop 
their  incentive  programs,  we  are  not  go- 
ing to  find  out."  According  to  industry 
figures,  a  typical  incentive  trip  costs 
about  $1,000  per  prizewinning  couple, 
or  about  11%  of  the  extra-car-parts  or 
insurance-underwriting  volume  generat- 
ed by  the  program.  If  these  figures  are 
accurate,  it  is  money  well  spent  by  the 
manufacturer.  But  who  knows  whether 
the  sales  would  be  there  anyhow? 


Scrapbook:  Belly  dancing  was  also  part  of  the  fun  (top)  at  B.F. 
Goodrich's  partv  in  Rome.  At  a  MacDonald  party  (middle, 
bottom)  for  an  unnamed  client,  the  camel  sat  one  out. 


Who  spends  the  most  for  salesmen 
incentives?  The  insurance  industry  spent 
about  an  estimated  $144  million  last 
year.  The  auto  business  all  told  (cars, 
trucks,  parts  and  accessories)  spent  even 
more — nearly  $380  million.  Individual 
companies  aren't  talking  (What  if  the 
competition  found  out  we  had  to  spend 
more  to  motivate  our  salespeople  than 
they  did?),  but  rumor  has  it  that  one  big 
automaker  will  spend  $25  million  on 
salesman  and  dealer  incentives  for  its 
1978  new  car  introductions. 


Motivating  salesmen  isn't  the 
only  job  that  incentive  special- 
ists can  do.  Recent  programs 
devised  by  MacDonald  have 
been  used  to  inspire  factory 
safety,  to  get  more  returned 
cartons  from  potato-chip-route 
drivers  and  decrease  consumer 
complaints  in  auto  repair 
shops.  One  manufacturing 
company  even  improved  its 
cash  flow  by  offering  MacDon- 
ald merchandise  and  travel 
prizes  to  its  top-level  execu- 
tives. But  95%  of  the  incentives 
still  so  to  dealers,  salesmen  and 
distributors. 

Profit  for  the  big  incentive 
companies  like  MacDonald  and 
S&H  comes  from  the  spread 
between  the  prices  they  pay  for 
merchandise  and  travel  and  the 
prices  they  charge  program 
sponsors.  "Merchandise  [about 
55%  of  total  volume]  is  more 
profitable  than  travel,"  says 
William  Redman,  president  of 
MacDonald's  travel  wing.  "The 
Civil  Aeronautics  Board  puts  a 
5%  ceiling  on  the  markup  we 
can  add  to  our  charter  prices." 

The  IRS  is  something  of  a 
spoilsport,  also.  Winners  must 
pay  income  tax  on  the  awards  at 
cost.  According  to  MacDon- 
ald's Hochwalt:  "Some  winners 
wind  up  feeling  more  like  los- 
ers than  winners  at  tax  time." 

Most  of  the  big  incentive 
specialists  are  either  private 
companies  (Maritz)  or  subsid- 
iaries (S&H,  PIC)  that  don't 
break  out  sales  or  profit  figures. 
The  best  indication  of  how 
profitable  incentive  companies 
are  comes  from  publicly  held 
E.F.  MacDonald,  which  made 
$4.8  million  last  year  on  $159- 
million  volume — an  estimated 
80%  from  sales  incentive 
programs. 

But  how  come  there  are  no 
funny  stories  about  corporate 
presidents  jumping  into  the  ho- 
tel pool  after  midnight?  Large- 
ly because  the  incentive-busi- 

  ness    executives    are  deadly 

•  serious  about  what  in  reality  is 
a  highly  competitive  business. 

Besides,  there  is  always  the  chance 
that  the  nemesis  of  trading  stamps  and 
supermarket  games — the  "too  much  of  a 
good  thing"  syndrome — will  come  back 
to  haunt  the  sales-incentive  game  too. 
"Travel  prizes  have  become  more  popu- 
lar," one  industry  executive  told 
Forbes,  "after  top  salesmen  won  more 
and  more  merchandise.  How  many  hair 
dryers  can  you  use?"  Indeed,  how  many 
times  can  you  take  your  top  salesman  to 
the  Costa  del  Sol?  ■ 
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WASHINGTON  STATE    ADVERTISEMENT  1 


"We  hai/e  the  market  cornered" 

Myths  die  hard.  For  years,  everyone 
looked  at  Washington  State  up  in  the 
corner  and  said  we  were  too  far 
removed  from  major  marketing  centers. 
How  times  change.  Now  we're  an 
affluent  market  of  3.6  million  people. 
Count  in  our  immediate  neighPors  and 
it's  a  10  million  population  market.  And 
Washington  ports  are  one  day  closer 
than  California  to  the  Pillion  plus 
population  of  the  Pacific  Rim  countries, 
including  Japan,  China,  Korea  and 
Russia,  so  add  another  giant  market.  Of 
course,  we've  always  Peen  the  gateway 
to  Alaska.  However  you  want  to  count 
it,  we  figure  the  myth  is  dead,  and  we 
have  the  market  cornered. 

Washington 
{ST"    state  I 

I  y   |     Read  on  to  see  whv  you 

\  ||    1    and  your  company  may 

|  \r       find  it  profitable  to  join 

1  the  others  who  have  the 

1 .  market  cornered. 


WASHINGTON  STATE  2 


A  transportation  center 
strategically  situated 
to  serve  world  markets 

Strategically  situated  to  serve  Pacific 
Rim  countries  and  Alaska,  Washington 
State  is  also  one  day  closer  to  Great 
Lakes  cities  by  rail  and  truck  than  most 
other  west  coast  communities.  Coupled 
with  efficient  warehousing  and  manu- 
facturing facilities,  the  state  has 
established  itself  as  one  of  the  nation's 
foremost  transportation  centers.  In 
addition,  Washington  has  long  been  a 
world  leader  in  transportation  tech- 
nology, including  the  $3.1  billion 
aerospace  products  industry  which  is 
lead  by  the  Seattle-based  Boeing 
Company. 

Blessed  with  an  enviable  geographic 
location  and  eight  deep  water  ports, 
Washington's  foreign  trade  has 
increased  sixfold  in  the  past  10  years  to 
reach  a  level  of  nearly  $10  billion. 

The  end  result  of  this  effort  is 
thousands  of  new  jobs  to  handle  and 
transport  the  goods  flowing  through 
the  state.  Even  more  new  jobs  have 
been  created  by  new  industries 
locating  here  to  assemble  or  process 
those  goods  coming  in  or  going  out. 

The  Port  of  Seattle  also  has  one  of  the 
few  free  trade  zones  in  the  United 
States.  This  permits  foreign  trade 
products  to  be  imported,  assembled, 
serviced  and  repackaged,  then 
exported  on  a  duty  free  basis. 

Thirteen  railroads,  including  three 
transcontinental  and  two  international 
lines,  operate  in  Washington.  They 
connect  74  major  intra-state  terminal 
points  to  link  with  every  major  city 
in  the  country. 

Interstate  5  and  Interstate  90  provide 


major  all-weather  highways  for  the 
nearly  3,000  common  carriers  of  motor 
freight  in  the  state. 

Seattle-Tacoma  International  Airport, 
served  by  13  major  airlines  making 
more  than  200  flights  daily,  is  ranked  in 
the  top  10  nationally  in  the  number  of 
overseas  passengers  handled  annually. 
Spokane  International  Airport  is  the 
main  terminal  in  Eastern  Washington. 
Direct  one-day  cargo  delivery  from 
Seattle-Tacoma  is  provided  to 


Copenhagen,  London,  Honolulu  and 
Tokyo,  with  connecting  service  to  all 
major  foreign  cities. 

Now  you  know  why  Washington  State 
has  the  market  cornered. 

m 

Washington 
state 

•  Foreign  trade  reached  $10  billion 
in  1976 

•  Harbor  facilities  with  extensive 
container  handling  capabilities 
accommodate  over  100  conven- 
tional cargo  vessels  simultaneously 
in  Puget  Sound 

•  Water  depth  of  35  feet  at  most 
berths,  depths  of  80  feet  also 
available 


Flagline  Terminal  ports  are  located 
at  Seattle,  Tacoma,  Vancouver, 
Longview 


No  corporate  or 
personal  income  tax 

Washington's  tax  structure  is  unique 
among  the  50  states.  A  feature  of 
special  interest  to  companies 
considering  locating  here  is  the  fact 
that  there  is  no  corporate  or  personal 
income  taxes. 

Regular  property  tax  levies  are  lim- 
ited to  1  per  cent  of  market  value,  with 
any  excess  levies  requiring  approval  by 
60  per  cent  of  the  voters.  A  rather  low 
tax  on  gross  sales  and  a  retail  sales  tax 
complement  the  property  tax  to 
provide  the  major  share  of  the  state's 
revenues. 

No  sales  tax  is  appiied  on  raw 
materials  that  become  a  component 
part  of  a  finished  product.  Sales  tax  on 
new  manufacturing  plants,  including 
site  preparation,  building  materials, 
equipment  and  labor,  is  completely 
deferred  for  three  years. 

In  1973  the  Washington  State 
legislature  passed  a  bill  phasing  out 
the  inventory  tax  over  a  10-year  period. 
All  inventories  will  be  fully  exempt  by 
January  1, 1983.  Tax  laws  also  provide  a 
"goods-in-transit"  or  inventory  tax 
exemption  for  products  manufactured 
outside  the  state  which  are  warehoused 
here  but  are  destined  for  out-of-state 
sale. 

What  it  all  adds  up  to  is  this:  Any 
company  earning  normal  profits  will 
pay  substantially  lower  taxes  in 
Washington  than  other  west  coast  states. 


Washington 
~~  slate 

•  Land  area:  69,127  square  miles 

•  Population:  second  largest  of  13 
western  states  at  3,544,000  (1975) 

•  Labor  force:  1,588,000 

•  Seattle-Tacoma-Everett  metro- 
politan area  population:  1,842,200 


ASARCO 

is  basic  in  smelting  and  refining. 


Asarco  is  the  largest  custom  smelter  and  refiner  in  the  world.  In  addition  to  producing 
copper,  lead,  zinc,  silver  and  other  metals  from  our  own  mines,  we  also  process  ores 
from  mining  companies  which  lack  the  facilities  to  convert  their  ore  into  metal. 

OurTacoma,  Washington,  plant  produces  approximately  10%  of  the  nation's  refined 
copper.  It  processes  ore  from  South  America  and  the  Philippines,  as  well  as  from  the 
Western  United  States.  Copper  consumers  in  the  area  benefit  from  ready  availability 
of  the  red  metal  and  from  short  supply  iines. 

We  have  built  the  most  modern  copper  and  lead  refineries  in  the  nation,  and  we  are 
up-dating  many  of  our  other  facilities,  such  as  our  Tacoma  plant.  ASARCO 
Incorporated,  120  Broadway,  New  York,  N.Y.  10005. 


Basic  in  resources 
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Resource-based 
industries  are 
an  important  part 
of  economic  base 

A  trio  of  industries  built  around  Wash- 
ington's abundant  natural  resources- 
forestry,  fishing,  and  food  production 
and  processing— provide  about  one- 
fourth  of  the  state's  gross  product  and 
half  the  primary  employment. 

Vast  timberlands  cover  nearly  half 
of  the  state  and  support  a  diversified 
forest  products  industry  that  includes 
lumber,  plywood,  and  pulp  and  paper 
products.  They  also  supply  export 
markets  in  logs,  lumber,  plywood  and 
wood  chips. 

Another  third  of  the  state  is  in 
farmlands,  producing  a  wide  range  of 
agricultural  products  in  field  crops, 
livestoc'k,  fruits  and  vegetables,  and 
specialty  crops.  A  large  export  market 
for  wheat  and  irrigated  crops  such  as 
potatoes,  apples  and  sugar  beets  has 
generated  additional  growth  in  food 
processing.  The  669,000  acres  of 
farmland  currently  under  irrigation  will 
be  dramatically  increased  by  one-half 
million  acres  when  the  Second  Bacon 
Siphon  and  Tunnel  is  completed. 

The  third  member  of  the  major 
resource-based  industries,  commercial 
fishing,  includes  salmon,  shellfish, 
halibut,  bottomfish,  and  a  growing 


offshore  tuna  catch.  Canning,  freezing 
and  exporting  businesses  are  all  built 
arounO  this  historic  industry. 

Washington's  extensive  mineral 
resources  have  remained  largely 
untapped  because  substantial 
deposits  elsewhere  could  be  produced 
more  economically.  In  light  of  recent 
world  developments  and  U.S. 
dependence  on  foreign  suppliers  for 
strategic  raw  materials,  Washington's 
mineral  deposits  will  undoubtedly 
become  an  important  future 
economic  resource. 

With  the  continued  population  surge 
and  improved  living  standards  in 
foreign  markets,  the  demand  for 
Washington  products  is  expected  to 
climb  steadily  upward ...  a  growing, 
stable  factor  in  the  state's  economy 
that  offers  exciting  opportunities  for  new 
and  expanding  industries.  __ 


Washington 


stale 

Agriculture 

•  Fourth  largest  wheat  producing 
state  in  the  nation  (1974) 

•  Total  agriculture  production 
value  $1.9  billion 

•  Number  one  producer  of  apples, 
hops,  sweet  cherries  and  dried 
peas  (1976) 

Forestry 

•  117o  of  U.S.  lumber  production 

•  10%  of  U.S.  plywood  production 
(1976) 

Fishing 

•  Seafood  landings  totaled  $58.9 
million,  with  salmon  accounting 
for  the  majority  by  value  and 
poundage  (1974) 


United. 
The  only  airline  you'll  need 
to  Washington  State. 

If  you're  heading  for  the  great  Northwest,  remember,  nobody  gives  you 
more  service  than  the  friendly  skies.  "We  offer  more  flights  from  more  cities 
than  any  other  airline.  Plus  the  50,000  strong  of  the  friendly  skies  doing 
everything  we  can  to  make  your  trip  a  pleasant  one. 

At  United,  we  built  the  largest  airline  in  the  free  world  Around  you  So 
give  us  a  call  for  reservations.  Or  call  your  Travel  Agent.  Partners  in  Travel 
with  "Western  International  Hotels. 


Fly  the  friendly  skies  of  United. 


Among  the  top  100  companies  in  Fortune's  500,  66  do  business 
with  Seattle-First  National  Bank. 

Many  of  those  companies  also  bank  in  New  York.  Almost  all 
of  them  began  banking  east  of  the  Mississippi.  And  when  they  wanted 
a  West  Coast  bank,  they  started  looking  in  San  Francisco. 

If  they  hadn't  kept  their  ears  open,  they  might  not  have  tried 
Seattle-First.  Instead,  our  reputation  for  good  management, 
commitment  and  innovation  rose  above  huge  competition. 

Seattle-First  National  Bank.  One  of  the  25  largest  banks 
in  the  U.S.,  wielding  assets  of  over  $5  billion.  And  perhaps  best  known 
by  the  companies  we  keep. 

For  details,  call  the  Corporate  Banking  Division:  (206)  583-6640. 

f^]  SEATTLE  FIRST 
A  NATIONAL  BANK 


What's  a  tree  company  doing  ou 


Growing. 

And  becoming  more  of  a 
chemical  company  in  the 
process.  Because  a  few 
decades  ago,  we  began  pro- 
ducing our  own  resins.  For  our 
own  plywood.  But  the  idea  was 
such  a  success  that  we  grew 
right  out  of  the  forest.  With  our 
own  phenol  and  formaldehyde 


plants  that  supply  our  own 
resin  operations.  In  a  dozen 
locations.  Now  we're  operating 
new  chlorine/caustic, 
methanol  and  PVC  plants.  With 
new  ammonia  and  cumene 
plants  under  construction. 
We're  even  into  natural  gas 
drilling  in  the  Gulf  of  Mexico. 

Our  goal  is  to  supply  our 
own  needs.  But  because  our 


plants  are  built  to  world  scalt 
the  additional  capacity  will 
make  us  as  competitive  as 
anybody  in  the  business. 

So  next  time  you  see  a  gia 
chemical  complex,  it  might 
belong  to  a  giant  chemical 
company.  Or  it  might  belong 
to  us. 


where  there  isn't  a  tree  in  sight? 

jr  more  information  on  Georgia-Pacific's  chemical  operation — 

nite  "Chemicals,"  Dept.  F-3, 

\  orgia-Pacific,  900  S.W.  Fifth  Avenue, 

[rtland,  Oregon  97204. 


Georgia-Ffecific  ^ 

The  Growth  Company 


ENERGY 
CONSERVED. 
DILUONS  OF  CANS' 
WORTH  A  YEAR. 


Last  year,  Reynolds  recycled  more  cans  than  the  entire  in- 
dustry did  in  1974. 

Saving  95%  of  the  energy  needed  to  make  the  aluminum 
originally. . .  and  allowing  that  aluminum  to  keep  on  paying  us 
dividends  again  and  again. 

'  In  addition:  Today's  newest  Reynolds  cans  contain  23% 
less  metal  than  those  of  a  few  years  ago.  To  save  even  more 
aluminum.  Energy.  And  shipping  cost. 

Of  course,  Reynolds  started  the  consumer  recycling 
idea  in  1 967.  And  has 


paid  recyclers  more 
than  $55  million  for 
cans  in  that  time. 

That's  a  lot  of 
aluminum  And  a  lot 
of  energy. 


Iwpl  REYNOLDS 
I^^J  ALUMINUM 

Conserving  our  resources  and  energy. 
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Solid,  diversified 
energy  base 

Washington  state  is  fortunate  to  have 
the  nation's  largest  base  of  hydro- 
electric power,  the  only  replenishable 
source  of  energy  presently  available. 

A  total  of  58  hydroelectric  dams 
generate  power  equal  to  15  nuclear 
plants.  But  soaring  prices  of  imported 
fuel  sources,  creating  pressures  to 
convert  to  electrical  energy  use,  are 
taxing  even  our  state's  system.  To  meet 
the  challenge,  additional  generators 
are  under  construction  to  boost  peak 
load  capacity  at  existing  dams  such  as 
Chief  Joseph,  Bonneville  and  Grand 
Coulee. 


In  addition,  six  nuclear  power  plants 
are  planned  over  the  next  decade. 
Washington  State  has  been  a  leader 
in  nuclear  energy  development  from  its 
inception  because  of  the  famed 
Hanford  project.  Additionally,  an  oil 
refining  industry  has  been  developed 
based  on  the  use  of  imported  crude. 

Energy  supply  and  costs  are  certain 
to  be  tough  problems  for  the 
foreseeable  future,  but  Washington's 
position  with  a  solid  diversified  base  of 
energy  and  considerable  potential  for 
alternative  sources  of  new  energy  is 
an  enviable  one. 


How  can  a  company  prosper 
customers  to  use  less  of  its  product? 

One  way  we've  been  meeting  the  needs  of  our  expanding  markets  is  by  telling  our  customers 
Lse  less  of  our  product. 

In  fact,  we've  been  working  hand-in-hand  with  our  customers,  showing  them  ways  of  conserving 
electrical  energy,  teaching  them  methods  of  using  electricity  efficiently. 

For  we  believe  the  thoughtful  use  of  electrical  power  now  will  assure  our  marketing  region's 
future  economic  growth.  And  our  company's  long-term  growth  as  well. 

We  supply  electricity  to  business,  industry,  agriculture  and  homes  throughout  some  of  the  most 
rapidly  growing  population  centers  in  Western  Washington.  We  serve  a  4,500  square  mile  area  with 
irtore  than  1.1  million  persons,  adding  nearly  100  new  customers  every  working  day. 

For  more  information  about  our  company,  please  write  Vice  President  J.  H.  King,  Puget  Sound 
Power  &  Light  Company,  Puget  Power  Building,  Bellevue,  Washington  98009. 


PUGET  POWER 


Responding  to  energy  needs  of  expanding  marl 


PROTECT  YOUR  INTEREST  IN  THE  PACIFIC  NORTHWEST 
WITH  THE  BANK  THAT  SERVES  IT  BEST. 


If  you're  doing  business  in 
the  Pacific  Northwest— or  even 
just  thinking  about  it — you 
should  get  to  know  us:  Rainier 
National  Bank. 

For  one  thing,  we  live  here. 

So  while  most  banks  may 
only  know  that  it  rains  a  lot  in 
the  Pacific  Northwest,  we  know 
this  part  of  the  country  down  to 
the  ground. 

Research  helps.  And  we  do  a 
lot.  We  study  markets  for  prod- 
ucts and  services,  find  sources 


of  labor  productivity,  raw  mate- 
rials and  new  energy  sources. 

Then  there's  our  cash  man- 
agement capability.  Because 
we're  right  here,  we  can  make 
decisions  faster  and  move  to 
take  advantage  of  opportuni- 
ties quicker. 

Proximity.  It's  also  an  advan- 
tage of  our  Investment  De- 
partment. And  we're  ready 
with  advice  and  counsel  on 
how  best  to  put  your  excess 
dollars  to  work.  Quickly  Effi- 


ciently and  by  phone. 

It  all  adds  up  to  size,  stability 
and- professionalism  as  im- 
pressive as  the  mountain  we 
named  ourselves  after. 

For  more  information,  con- 
tact David  Harrison,  Vice  Pres- 
ident, Rainier  National  Bank, 
P.  O.  Box  3966,  Seattle,  WA 
98124. 

RuaikrRwk 

MEMBER  ED.I.C 
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A  report 
on  today— 
a  forecast 
for  tomorrow 

The  1977  Session  of  the  State  Legislature 
voted  to  expand  the  highly  successful 
pilot  program  to  provide  a  one-stop 
master  Pusiness  licensing  system  to  all 
Washington  businesses. 

That's  the  direction  Washington's 
business  climate  is  moving  today. 
Positive.  Upbeat.  Offering  industry  and 
commerce  an  opportunity  to  operate 
at  a  reasonable  profit  while  creating 
worthwhile  jobs  for  its  citizens. 

It's  also  one  of  the  reasons  for  a 
number  of  projects  either  underway  or 
being  considered  in  the  state.  For 
example,  five  nuclear  plants  are  now  in 
various  stages  of  construction  and  one 
more  is  planned.  The  plants  under 
construction  represent  an  investment  of 
$5  billion  and  will  generate  6,200,000 
kilowatts  of  electrical  energy.  Per- 
manent employment  at  the  generators 
will  approach  1,000  workers.  A  related 
project,  under  construction  on  the 
Hanford  Nuclear  Reservation,  is  a  $647 
million  fast  flux  testing  facility. 

A  $1.4  billion  irrigation  project,  the 
Second  Bacon  Siphon  and  Tunnel,  has 
Peen  initiated  in  the  Columbia  Basin. 
When  completed,  the  system  will 
irrigate  557,000  additional  acres  of  arid 
land,  greatly  increasing  agricultural 
and  food  processing  activity  in 
the  state. 

The  Trident  Submarine  Base  is  a  $570 
million  project  on  Puget  Sound  that  will 
reauire  7,200  full-time  workers  when  it's 
completed  in  1985. 


Relating  to  development  of  Alaskan 
resources,  Washington  is  being  consid- 
ered as  a  site  for  transshipment  of 
crude  oil  to  Midwestern  refineries. 
Construction  of  an  Alaskan  natural 
gas  pipeline  is  nearing  reality. 
Washington  will  be  a  major  contrib- 
utor in  this  venture,  as  it  was  with  the 
Alyeska  Pipeline  project. 

The  travel  industry  continues  to 
contribute  substantially  to  Washington's 
economic  base.  Today,  visitor  related 
activities  provide  jobs  for  about  62,000 
persons,  with  almost  one  out  of  every 
10  dollars  spent  in  retail  trade  coming 
from  purchases  by  travelers. 

Pacific  Rim  country  expansion  and 
the  opening  of  trade  with  China  and 
the  U.S.S.R.  continue  to  add  significantly 
to  the  base  Washington  State  has 
already  established. 


Because  of  increased  orders,  the 
Boeing  Company  payroll  climbed  to 
52,500  in  1977,  an  increase  of  more 
than  7,000  jobs. 

The  outlook  for  1978  is  even  more 
favorable.  The  new  governor,  Dixy  Lee 
Ray,  has  pledged  an  even  greater 
emphasis  on  Washington's  economic 
development  programs.  International 
trade,  travel,  and  industrial  and 
commercial  programs  are  being 
expanded.  A  number  of  positive  steps 
are  also  being  taken  to  improve  the 
climate  for  existing  Pusinesses. 

It  all  adds  up  to  this:  Washington 
State  is  good  for  business... and  bus- 
iness is  good  for  Washington  State. 


THE  SYSTEM  IS  THE  SOLUTION. 


At  Pacific  Northwest  Bell  we  recognize  that  lutions  to  them,  and  fit  them  together  into  a 

many  seemingly  unrelated  business  problems  total  communications  system, 

are  really  communication  problems  in  disguise.  Because  we  believe  that  when  it  comes  to 

So  we've  developed  the  skills  and  equipment  solving  problems  for  companies  like  yours,  the 

to  take  a  company's  problems,  and  our  so-  system  is  the  solution. 


Pacific  Northwest  Bell 
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A  great  place 
to  visit,  an  even 
better  place 
to  live  and  work 

Washington  State  has  one  of  the  best 
educated  and  most  highly  skilled  work 
forces  in  the  country.  Many  people  will 
tell  you  it's  the  excellent  living 
conditions  that  attract  such  outstanding 
workers.  They're  probably  right. 

Where  else  can  you  dig  clams  along 
an  ocean  beach  in  the  morning  and 
fish  in  the  waters  of  a  mountain  stream 
later  that  same  day?  Or  snap  up  your 
briefcase  at  4:30  and  snap  on  your 
boots  at  5:30  for  an  evening  of  skiing 
under  the  lights.  Not  many  places. 
Washington  families  know  it  and  enjoy 
it.  They  put  this  same  zest  for  living  and 
playing  into  their  work,  too.  The  result  is 
one  of  the  highest  labor  productivity 
rates  in  the  nation. 


Washington  residents  also  enjoy 
excellent  public  and  private  schools. 
Forty-two  colleges  and  universities, 
including  24  community  colleges,  are 
available  for  higher  learning  and 
vocational  training.  More  than  one-third 
of  the  population  18  years  and  older 
has  had  post-high  school  vocational  or 
professional  training.  This  explains  why 
many  high  technology  industries— 
especially  aerospace  and  electronics 
—are  located  in  Washington  State. 
Total  enrollment  in  post-secondary 
and  adult  vocational  training  programs 
exceeds  300,000,  making  the  state's 
per  capita  participation  rate  one  of 
the  highest  in  the  nation. 

When  you  enjoy  living,  you  enjoy 
working.  It  pays  off  for  everyone. 


Washington 


state 


•  Three  national  parks 

•  Nine  national  forests 

•  Over  100  developed  state  parks 

•  Seventeen  ski  areas 

•  More  than  2,500  miles  of  salt- 
water coastline 

•  Over  6,000  fresh  water  lakes 

•  Thousands  of  miles  of  beach 
and  mountain  trails 

A  leader  in  establishing  environ- 
mental standards  to  preserve  the 
natural  beauty  of  the  state, 
Washington  has  a  simplified 
one-stop  process  for  obtaining 
all  environmental  permits. 
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Good  and  getting 
even  better 

We  hope  you  have  taken  a  few  minutes 
to  read  this  report  aPout  the  dynamic 
State  of  Washington.  If  so,  you  know  that 
our  business  climate  is  good  and 
getting  even  better. 

You've  learned  about  our  natural 
resources,  taxes,  transportation,  people, 
living  conditions  and  a  multitude  of 
other  facts.  Attitude  is  another  key 
ingredient  in  any  business  climate.  Our 
attitude  is  this— business  is  welcome  in 
Washington  State. 

We  invite  you  to  put  us  to  the  test. 
Write  or  call  today  and  let's  talk  about 
how  we  may  serve  you. 


Governor  Dixy  Lee  Ray  and 
Department  Director  Kazuo  Watanabe 


Washington 
state 

Industrial  Development  Division, 
Washington  State  Department  of 
Commerce  and  Economic  Develop- 
ment, General  Administration 
Building,  Olympia,  WA  98504.  Or  call 
collect,(206J  753-3065. 


As  I  See  It  

Solving 

The  Energy  Crisis: 
We're  Mot  Even  Taking 
The  First  Step 

An  Interview  With  Eneas  D.  Kane 


If  not  oil,  what? 

While  businessmen  and  politicians 
wrangle  over  price  controls,  incentives 
and  disincentives,  nobody  seems  to  be 
facing  the  two  really  staggering  prob- 
lems: How  can  the  world  continue  to 
afford  the  huge  sums  the  Organization  of 
Petroleum  Exporting  Countries  is  ex- 
torting from  the  consumer  countries;  and 
what  does  the  human  race  do  when  even 
OPEC  s  oil  is  exhausted? 

Many  people  seem  to  assume  that  syn- 
thetic oil  and  gas  will  save  us — both  from 
OPEC  and  from  shortage — since  nuclear 
energy  is  in  trouble  and  solar  energy 
barely  started. 

But  don't  count  those  synthetic  chick- 
ens before  they  are  hatched,  warns  En- 
eas D.  Kane,  a  brilliant  chemical  engi- 
neer who  is  Standard  Oil  Co.  of 
California's  vice  president,  technology. 
In  this  interview  with  Executive  Editor 
James  Cook,  Kane  contends  that  devel- 
oping these  synthetic  fuels  is  going  to 
require  a  kind  of  effort  that  the  country 
has  not  yet  made  and  so  far  shows  few 
signs  of  making. 

People  keep  saying  that  if  technology 
can  put  a  man  on  the  moon,  it  can  solve 
the  energy  problem.  Is  there  any  truth  to 
that  assertion? 

Kane:  Well,  technology's  an  essential 
ingredient  in  solving  the  energy  prob- 
lem, but  technology  alone  isn't  suffi- 
cient. A  lot  of  politically  related  and 
economic  problems  also  have  to  be 
solved.  One  reason  we  were  able  to  put  a 
man  on  the  moon  was  the  development 
of  the  required  technology.  But  the  oth- 
er reason  was  that  we  had  a  national 
commitment  to  do  it.  In  energy,  we 
don't  have  that.  We  lack  a  national  con- 
sensus about  what  the  nature  of  the  en- 
ergy problem  is,  much  less  what  needs 
to  be  done  to  solve  it. 

What  do  you  think  needs  to  he  dorn  ? 


Kane:  Nobody  knows  how  much  oil  and 
gas  remains  to  be  found  in  the  U.S.,  so 
that  should  be  the  first  focus  of  our  tech- 
nology because  it  represents  the  nearest- 
term  possibility.  If  the  Congress  will 
make  up  its  mind,  we  will  know  what  the 
price  of  oil  and  gas  is  to  be,  and  we  can 
begin  assessing  the  economics  of  the 
situation. 

When  you  recognize  that  oil  and  gas 
amount  to  75%  of  our  energy  supply,  it 
behooves  us  to  do  everything  we  can  to 
increase  the  supply  from  our  indigenous 
oil  and  gas  reserves. 

But  at  some  point  in  time,  world  oil 
production  is  going  to  peak  and  start 
down,  so  we  re  putting  more  and  more 
effort  into  alternate  energy  areas.  Not 
solar  power,  which  I  think  is  quite  long 
term.  What  I'm  thinking  of  is  tar  sands, 
oil  shale  and  coal.  In  the  space  of  20 
years  it  is  quite  possible  for  us  to  turn 
our  economy  to  using  more  and  more 
energy  from  these  sources  so  as  to  cush- 
ion the  effect  of  what's  going  to  happen 
when  world  oil  declines. 

The  only  trouble  is  that  so  far  most  of 
these  alternative  supplies  don't  seem 
very  feasible. 

Kane:  It  isn't  a  question  of  feasibility. 
The  feasibility  of  making  petroleum-like 
products  from  coal  is  already  estab- 
lished. The  Germans  did  it  in  World 
War  II,  the  South  Africans  have  been 
making  gasoline  and  other  products  from 
coal.  The  question  is:  How  do  you  get 
the  capital  to  commit  to  these  very  ex- 
pensive plants  and  get  people  to  do.  the 
development  work  that's  necessary?  If 
they  didn't  do  anything  else,  such  plants 
would  reduce  the  amount  of  imported  oil 
that  we  use.  But  we  need  to  get  moving 
because  there  are  long  lead  times 
involved. 

We  don't  have  the  technology  in 
hand — in  the  sense  that  we  have  refining 
technology  in  hand — so  that  we  know 


Fair  Warning:  If  we  want  synthetic  fuels, 
Kane  says  flatly,  the  govern- 
ment will  have  to  subsidize  them. 


quite  precisely  what  it  will  cost  to  build 
oil  shale  plants  or  even  tar  sands  plants.  I 
think  we  ought  to  be  pushing  that  pro- 
gram very,  very  hard.  If  nothing  else,  it 
creates  jobs  in  the  U.S.  rather  than  ex- 
porting dollars  to  OPEC. 

But  there  are  political  and  economic 
problems,  particularly  political  if  you 
group  the  environmental  laws  and  the 
application  of  environmental  laws  in  the 
political  area. 

Right  now,  if  any  company  said  we'll 
go  into  Colorado  and  build  a  commercial 
oil  shale  plant  on  property  that  we  al- 
ready have  the  mineral  rights  to,  we 
couldn't  do  it.  We  couldn't  get  the  per- 
mits to  do  it,  and  in  the  current  climate 
you'd  be  in  for  delays  of  at  least  five  years 
before  you'd  know  whether  you  could  go 
ahead  or  not. 

The  way  things  stand  note,  would  you 
say  shale  oil  teas  the  most  promising  of 
the  alternatives  to  oil  and  gas? 

Kane:  Near  term.  Coal  is  a  definite  me- 
dium-term possibility,  and  one  thing 
that  makes  it  attrac  tive  is  our  enormous 
reserves  of  coal. 

Not  for  direct'  consumption,  hut  for 
liquefaction  or  gasification. 
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Electronic  Mail: 

1844  to 1977. 


Most  people  think  Electronic  Mail™ 
service  is  new.  But  the  first  electronic 
movement  of  words  was  accomplished  133 
years  ago. 

1844:  Telegram. 

It  all  started  back  in  1844  when  Samuel 
Morse  transmitted  those  immortal  words, 
"What  hath  God  wrought!" 

With  telegraphy,  man  had  finally 
conquered  the  barriers  of  time  and  distance. 

1958:  Telex  TWX. 

Nineteen  years  ago,  Western  Union  put 
the  telegraphic  service  right  into  the 
business  office. 

With  a  Telex  terminal,  companies  could 
exchange  electronic  messages  around  the 
world. 

With  the  acquisition  of  the  TWX® 
network,  Western  Union  now  links  154,000 
terminals  in  North  America  and  720,000 
terminals  worldwide. 


1970:  Mailgram. 


Developed  by  Western  Union  and  the 
U.S.  Postal  Service,  Mailgram®  messages 
are  the  economical  way  to  reach  any  office  or 
household  in  the  U.S.  with  a  high-speed 
electronic  message. 

Since  its  beginning  just  seven  years  ago, 
Mailgram  service  has  increased  in  volume  to 
more  than  25  million  messages  annually. 


With  this  Western  Union  Mailgram  terminal,  you  can 
send  messages  from  your  secretary's  desk. 

What  makes  Mailgram  service  possible 
and  ties  our  information  networks  together 
is  InfoMaster®,  a  large-scale  communication 
computer.  InfoMaster  stores  addresses  and 
permits  multiple  message  transmissions 
with  ease  and  convenience. 

InfoMaster  interconnects  our  Telex,  TWX, 
Mailgram,  Telegram  and  other  networks — 
providing  intracompany,  intercompany, 
business-to-public  and  public-to-public 
Electronic  Mail  services. 

For  more  information,  write:  Boyd 
Humphrey,  Western  Union  Corporation, 
One  Lake  Street,  Upper  U 
Saddle  River,  N.J.  07458 


Western  Union. 
The  fastest  way  to  get  the  word  around. 
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The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 


As  I  See  It 


Kane:  Right.  What  we  need  to  do  is  to 
produce  from  coal  what  you  might  call 
synthetic  crude,  a  substance  that,  like 
(.  rude  oil,  can  be  converted  into  prod- 
ucts that  we  need  for  industry,  com- 
merce, people.  Hopefully,  we  can  con- 
vert it  in  refining  equipment  not  too 
different  from  what  we  currently  have 
in  place. 

Are  any  of  these  processes  economic? 
Everybody  keeps  saying  you  have  to 
have  a  higher  price  for  oil  to  make  these 
alternative  fuels  economic.  But  the  more 
the  price  of  oil  goes  up,  the  more  the  cost 


to  move  to  even  talking  about  that  kind  of 
thing  at  the  present  time.  And  what's 
happening?  We're  using  more  and  more 
imported  oil.  and  we're  having  to  pay 
more  and  more  for  it. 

In  this  respect,  the  South  African  ex- 
ample you  mentioned  earlier  is  interest- 
ing— about  the  need  for  a  national  com- 
mitment. South  Africa  sank  money  into 
this  uneconomic  process  because  they 
felt  that  whatever  it  cost  they  could  not 
depend  on  the  outside  world  for  oil. 

Kane:  Exactly.  The  considerations  are 


".  .  .  The  price  of  imported  oil  is  not  enough  to  justify 
the  billion-dollar-type  investments  to  extract  oil  from 
coal  or  shale.  You  need  a  national  commitment  . .  ." 


of  producing  these  alternative  fuels 
seems  to  go  up.  and  go  up  even  faster 
than  the  price  of  oil. 

Kane:  We're  trying  almost  continuously 
to  evaluate  what  it  would  take  to  have 
economically  viable  shale  or  coal  lique- 
faction plants.  The  price  of  imported  oil 
under  current  conditions  is  not  enough 
to  justify  billion-dollar-type  investments 
to  extract  oil  from  these  sources.  You 
need  something  else — the  need  for  a 
national  commitment.  I  grew  up  in  the 
Thirties  and  World  War  II,  and  I  lived 
through  the  man-on-the-moon  era,  and  I 
know  w  hat  we  can  do  if  we  set  our  minds 
to  it.  But  we  need  that  sort  of  general 
consensus  of  commitment  we  had  then. 

You're  suggesting  that  we  have  to  de- 
velop the  same  indifference  to  economic 
yardsticks  that  we  developed  for  the 
space  program. 

Kane:  I'm  suggesting  that  if  we  accept 
the  national  goal  of  increasing  our  indig- 
enous production  from  alternate  energy 
sources  as  well  as  from  oil  and  gas,  and  if 
we  tell  ourselves  and  the  world  we  feel 
vulnerable,  and  we  don't  want  to  feel 
vulnerable,  we  have  the  basic  resources 
to  get  the  job  done.  So  watch  out,  OPEC, 
here  we  go.  I  think  it  would  have  a  very 
salutary  effect  if  we  had  a  couple  hundred 
thousand  barrels  a  day  of  production  from 
shale,  maybe  had  some  significant  dem- 
onstration plants  in  coal.  To  forward  that 
kind  of  national  goal  is  a  different  thing 
from  saying  you're  going  to  build  these 
plants  because  they're  economic.  And 
because  it  is  a  different  thing,  the  govern- 
ment would  have  to  subsidize  that  kind  of 
operation.  But  politically  we're  not  going 


political.  The  point  is,  if  we're  going  to 
do  it  here,  we'll  probably  have  to  do  the 
same  thing. 

It's  a  little  contradictory,  though. 
You're  saying  you  really  want  the  gov- 
ernment out  of  your  business  and  a  free 
market  situation  to  take  over  and  gener- 
ate the  funds  you  need.  And  then  you  say 
the  free  market  isn't  going  to  firing  on 
coal  or  shale,  in  the  short  run  at  least, 
without  government  subsidies. 

Kane:  Nonetheless,  I'm  afraid  that's 
right. 

You  haven't  mentioned  nuclear  power. 
Doesn't  that  have  a  future? 

Kane:  After  25  years  we  ought  to  be 
generating  more  electricity  from  nuclear 
power  than  we  are.  but  everybody's  fa- 
miliar with  the  roadblocks.  I  heard  a 
speech  a  while  back  in  which  one  envi- 
ronmentalist said  that  until  the  govern- 
ment had  developed  a  fail-safe  way  of 
handling  radioactive  waste  over  geologic- 
time,  there  ought  to  be  a  hold  on  any 
further  nuclear  power  development. 
That's  a  rather  extreme  expression  of  a 
philosophy  that  nuclear  power  has  been 
up  against,  and  it's  the  reason  we  don't 
have  more  nuclear  plants  in  place. 

So  whatever  else,  you're  saying  that  in 
solving  our  energy  problems  there  are  no 
miracles  in  sight. 

Kane:  That's  right.  There  simply  are  not 
any  miracles  in  sight  anywhere.  Oil  and 
gas  are  75%  of  our  energy  usage,  coal  is 
17%  to  20%,  and  you  just  can't  turn  that 
around  overnight.  ■ 
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y  \; 

When  a  magazine's  third  quarter  ad  pages 
are  up  180  over  a  year  ago— 


When  its  ad  revenues  are  ahead  of  last  year's 
third  quarter  record  by  14%— 

When  its  circulation  is  currently  running 
almost  20  million  copies  weekly,  nearly  2  million 
over  its  rate  base— 

When  that  magazine  continues 

to  show  unmatched  strength  in  circulation, 

total  readers  and  ad  revenues— 

That's  power. 


TRIANGLE  PUBLICATIONS.  INC 


America  reads  TVGuide. 


Catch  "936 


U.S.  Companies  are  piling  up  tax-sheltered  profits 
in  Puerto  Rico  at  a  rate  approaching  $1  billion  per 
year.  The  trick  now  is  to  bring  those  profits  home. 


A  combination  of  pressure  from  the 
U.S.  Treasury  Department  and  a  piece 
of  legislation  enacted  by  the  Common- 
wealth of  Puerto  Rico  has  taken  away 
sonic  of  the  fun,  and  possibly  some  of  the 
profit,  in  doing  business  there. 

This  is  not  your  ordinary  tax  technical- 
ity. Over  $4  billion  in  accumulated  cor- 
porate profits  may  be  at  stake,  and  the 
money  is  piling  up  at  the  rate  of  $1 
billion  a  year.  This  is  money  accrued  by 
Puerto  Rican  subsidiaries  under  "Oper- 
ation Bootstrap."  Under  Bootstrap,  a 
U.S.  corporation  with  operations  on  the 
island  would  not  have  to  pay  federal 
income  taxes  on  the  profits  so  long  as  it 
left  the  money  in  Puerto  Rico  for  periods 
ranging  from  ten  to  25  years.  With  the 
federal  income  tax  at  48%,  this  meant 
that  a  dollar  earned  in  Puerto  Rico  was 
worth  nearly  $2  earned  on  the  mainland. 

As  the  profits  piled  up,  the  tax-free 
money   began    earning   more  tax-free 


money,  with  the  parent  companies 
sometimes  investing  their  accumulated 
profits  in  the  high-yielding  Eurodollar 
market,  sometimes  borrowing  against  it 
for  use  at  home — but  only  occasionally 
re-investing  in  new  plants  in  Puerto 
Rico.  The  Treasury  became  itchy — all 
that  money  and  beyond  its  grasp.  By 
borrowing  against  it,  the  corporations 
were  getting  the  use  of  it  at  home — and 
by  lending  it  abroad,  they  were  adding 
to  balance-of-payments  problems.  Trea- 
sury halted  the  latter  by  making  the 
foreign  income  taxable.  Then  they  told 
the  companies,  "Remit  some  of  your 
earnings.  But  the  businesses  protested 
that  they  couldn  t  do  so  under  existing 
Puerto  Rican  law. 

Okay,  the  Puerto  Rican  authorities 
said.  We'll  let  you  take  some  of  it  out  early 
so  that  you  can  satisfy  the  Treasury .  But 
we  want  a  piece  of  it.  In  late  197fi  the 
Commonwealth    legislature    passed  a 


law — Section  936 — permitting  early  re- 
patriation, but  at  a  price.  The  price:  10% 
off  the  top,  a  so-called  "tollgate"  tax.  But 
it  was  a  particularly  tough  10%,  because 
Internal  Revenue  isn't  cooperating.  It 
will  not  permit  the  10%  to  be  used  either 
as  a  tax  credit  or  as  a  tax  deduction. 

Think  of  the  position  that  puts  the 
corporations  in:  They  have  already  re- 
ported the  Puerto  Rican  money  to  their 
shareholders  as  earnings;  they  count  it  as 
part  of  their  capital.  To  get  the  money 
out  early,  they  would  have  to  pay  the 
tollgate  tax  on  past  earnings  out  of  pres- 
ent earnings  by  setting  up  reserves  for 
accrued  taxes.  As  the  table  below  shows, 
drug  companies  are  heavily  involved. 

Why  not  reinvest  all  the  money  in 
Puerto  Rico  and  be  done  with  the  prob- 
lem? "There  just  isn't  that  much  in  the 
way  of  attractive  investments  down 
there,'  moans  one  drug  executive.  The 
fact  is  that  some  businessmen  and  bank- 
ers are  alarmed  by  things  like  the  Puerto 
Rican  independence  movement. 

In  June  the  Puerto  Rican  legislature 
compromised  by  cutting  the  tollgate  tax 
to  7%  and  offered  incentives  for  invest- 
ing the  money  in  the  island.  But  at  the 
moment,  there  are  few  takers,  and  busi- 
nessmen are  learning  that  tax  shelters, 
even  government-guaranteed  ones,  have 
their  drawbacks.  ■ 


Billions  In  Limbo 

Tax-free  earnings  of  Puerto  Rican  subsidiaries  have  provided 
a  good  deal  of  some  companies'  total  profits,  as  the  table 
below  shows.  Now  the  problem  is:  How  much  will  come  home? 


1976- 


Puerto 

Profits* 

Rico 

Total 

Earnings 

Puerto  Rico 

Profits 

Net 

Per  Share 

Tax 

Operations 

as  % 

Profits 

Puerto 

Savings 

Recent 

1976-77 

Current 

Company 

(millions) 

of  Total 

(mil.) 

Total 

Rico 

(per  share) 

Price 

Price  Range 

Yield 

Abbott  Laboratories 

$43 

46% 

$  92 

$3.26 

$1.51 

$0.74 

515/8 

55%-37% 

2.3% 

Baxter  Travenolt 

25 

42 

60 

1.85 

0.77 

0.37 

35 

46%-28'/4 

0.9 

Bristol-Myers** 

45 

29 

157 

2.45 

0.72 

0.34 

•  33% 

41%-28% 

3.2 

Eli  Lilly 

29 

15 

200 

2.90 

0.42 

0.20 

34% 

60  -32% 

4.1 

Merck 

46 

18 

255 

3.38 

0.61 

0.29 

58 

81 V2-50 

2.6 

Pfizert 

73 

46 

160 

2.28 

1.03 

0.50 

26% 

31  %-24% 

3.7 

Richardson-Merrell* 

4 

8 

48 

2.05 

0.17 

0.17 

24  % 

27%-183/4 

3.7 

Schering-Plough 

75 

48 

157 

2.91 

1.39 

0.67 

29 

60'/4-28% 

3.9 

CD.  Searle 

64 

103 

62 

1.18 

1.21 

0.59 

11V2 

18  -10% 

4.5 

SmithKline 

49 

68 

72 

2.42 

1.65 

0.80 

41% 

42%-29% 

2.7 

Squibb 

45 

42 

108 

2.40 

1.00 

0.49 

24 

38%-23'/2 

4.0 

Union  Carbide 

80  est. 

18 

441 

7.15 

1.30 

0.70 

42% 

76%-42% 

6.6 

Upjohn 

20 

26 

78 

2.62 

.68 

0.34 

34% 

48V2-30 

3.5 

*Chefitz-Marx  Health  Service,  Oppenheimer  &  Co.    tlncludes  Irish  operations.  "Includes  all  non-U.S.    *As  of  6/30/76.    est. — Forbes  estimate. 


96 


FORBES,  NOVEMBER  1,  1977 


HOW  TO  GET 

THAN  YOU 


PAY  FOR. 


The  knack  of  buying  insurance  is  to 
get  the  right  insurance  for  the  right  busi- 
ness. And,  the  best  coverage  for  the  money. 
iDollar  for  dollar. 

Frankly,  SAFECO's 
not  right  for  everyone. 

We  have  the  ca- 
pacity to  write  big 
businesses  and  the 
nterest  in  writing 
rsmall  risks.  But  our 
commercial  policies 
are  aimed  at  the  re- 
sponsibly managed 
mid-size  company. 

And  when  it  comes 
!  to  value,  no  one  has 
the  edge  on  us.  It's 
the  little  things  you 
don't  pay  for  that 
make  it  such  a  value. 
Like  the  five  exclu- 
jsive  policy  features 
we've  shown  under  the  "no  charge"  stamp 
|  in  the  photograph  in  this  advertisement. 

Your  whole  account  can  be  handled 
I  in  one  competitively  priced 
package.  With  all  property 
|  covered  on  a  replacement 
cost  basis;  building  values 


SAFECO  Insurance  Company  of  America 
Home  Office — Seattle,  Washington 


automatically  updated  annually;  and  pay- 
ments for  lost  earnings  and  rental  income 
made  for  up  to  1 2  months  in  case  of  loss. 

Policies  are  is- 
sued fast.  We're  fast 
on  claim  service,  too 
—usually  within  eight 
hours.  And  we  take 
care  of  your  billing 
direct. 

So  see  an  inde- 
pendent SAFECO 
agent  listed  in  the 
Yellow  Pages. 

Chances  are  a 
SAFECO  agent  not 
only  represents  us, 
but  other  good  com- 
panies. And  it's  the 
agent's  business  to 
know  your  business 
and  to  tell  you  which 
company  is  best  for 
you.  Nobody  could  give  a  better  deal. 

If  the  agent  tells  you  your  business 
and  SAFECO  are  a  good  fit,  you  could 
end  up  with  better  coverage 
for  less  money.  And  that's 
the  real  value  of  doinq  busi- 
ness with  SAFECO.  * 


SAFECO 


More  Trouble  For  The  Banks 

With  a  growth  rate  of  18%  a  year,  credit  unions 

are  bucking  for  a  larger  bite  of  the  banking  dollar — and  winning. 


When  President  Carter  moved  into 
1600  Pennsylvania  Avenue,  he  joined 
the  White  House  Federal  Credit  Union, 
a  modest  financial  institution  with  assets 
of  $1.7  million.  He's  earning  6.25%  on 
his  savings  now.  His  particular  credit 
union  doesn't  yet  offer  a  share-draft  pro- 
gram (similar  to  an  interest- 
hearing  checking  account) 
or  the  latest — a  Visa  card 
with  a  12%  annual  interest 
rate,  instead  of  the  18%  nor- 
mally charged  by  banks.  But 
should  he  give  up  his  official 
limousine,  the  President 
can  finance  a  car  through 
the  credit  union  at  10%  in- 
terest over  four  years. 
Meantime,  his  savings  are 
insured  by  the  National 
Credit  Union  Association, 
the  federal  regulatory  agen- 
cy, for  up  to  $40,000. 

The  President  is  only  one 
of  some  35  million  Ameri- 
cans who,  because  of  a 
"common  bond"  of  employ- 
ment, religion  or  even  hob- 
by, are  members  of  credit 
unions.  That's  double  the 
membership  of  a  decade 
ago.  The  sheer  number — 
about  one  out  of  six  persons 
in  the  U.S. — so  impressed 
Sears,  Roebuck  that  the 
chain  store  recently  an- 
nounced an  agreement  with 
the  Credit  Union  National  Association  to 
develop  a  program  for  direct  processing 
of  share  drafts  (similar  to  checks)  through 
telecommunications  link  with  Sears'  re- 
gional computer  system.  "In  1978,"  says 
Ellen  Lovell,  director  of  CUNA  public 
relations,  "a  credit  union  member  will 
be  able  to  purchase  Sears'  merchandise 
with  a  share  draft.  A  clerk  will  be  able  to 
verify  the  member's  credit  rating  by 
telephone  link  to  a  Sears  computer.  The 
drafts  will  then  be  processed  and  settled 
through  the  central  credit  union  comput- 
er system. " 

Until  recently,  credit  unions  were  dis- 
tinctive financial  institutions,  offering 
good  returns  on  savings  and  lending  out 
money  at  low  interest  rates.  (Technical- 
ly, members  of  credit  unions  don't  de- 


posit "savings";  they  buy  "shares,"  which 
earn  dividends.)  Before  share-draft  pro- 
grams were  introduced,  for  example,  a 
credit  union  member  had  to  show  up  at 
the  credit  union  office  every  time  he 
wanted  to  withdraw  money.  Now  he 
simply  fills  in  a  dollar  amount  and  en- 


dorses  a  preprinted,  numbered  "draft" 
over  to  a  merchant.  The  merchant  de- 
posits it  in  his  bank.  The  draft  clears 
through  bank-clearing  channels  and  is 
deducted  from  a  member's  share-draft 
account — just  like  a  check.  Some  credit 
unions  issue  debit  cards  for  use  in  auto- 
mated teller  machines.  If  this  sounds  like 
banking,  that's  because  it  is  rapidly  be- 
coming so. 

Today  credit  unions  are  the  fastest- 
growing  financial  institutions.  They  are 
numerous  (23,000)  and  wealthy  (assets 
total  $50  billion).  Assets  pale  beside 
those  of  commercial  banks  ($1.05  trillion) 
and  savings  and  loan  institutions  ($390 
billion).  Yet  credit  unions  already  have 
20%  of  all  auto  loans  and  17%  of  the 
lucrative  installment-credit  market. 


Why?  Generally,  they  charge  less  in- 
terest and  pay  higher  dividends  than  the 
legal  ceilings  of  banks  and  S&Ls  allow. 

Credit  unions  can  afford  to  charge  less 
interest,  because  most  are  subsidized  in 
one  way  or  another.  Credit  unions  are 
exempt,  for  example,  from  federal  taxes 
and  they  have  smaller  re- 
serve requirements  than 
banks.  Unlike  a  bank,  they 
need  no  initial  capital  in- 
vestment; they  are  often 
housed  rent-free  on  the  em- 
ployer's premises  and 
staffed  largely  by  volunteer 
labor.  Add  a  superefficient 
wholesale  money  manage- 
ment institution  called 
"U.S.  Central"  that  pro- 
vides investment  and  bor- 
rowing services,  thereby 
easing  liquidity  problems, 
and  it  is  no  wonder  that 
credit  unions  can  undersell 
the  banks.  They're  simply 
less  complex. 

In  addition,  the  definition 
of  a  "common  bond"  is  loos- 
ening. Formerly,  credit  un- 
ions were  the  province  of 
groups  such  as  labor  unions, 
the  military,  churches  or 
farmers.  Today,  there  are 
credit  unions  for  each  of  the 
following:  all  the  residents 
of  the  state  of  Rhode  Island; 
women  and  men  who  don't 
shun  the  label  "feminist";  convicts  in 
Oregon;  all  whose  last  name  is  Lee;  all 
who  own  and  ride  Arabian  horses  for 
pleasure. 

Finally,  the  credit  unions  themselves 
are  becoming  larger.  Three-fifths  of  their 
assets  are  in  credit  unions  with  assets  of 
over  $5  million.  The  trend  is  to  merge 
small  credit  unions  into  larger  ones  pro- 
viding more  services  at  a  lower  cost. 

As  long  as  credit  unions  remained 
small-time  lenders,  the  banks  didn't  fuss 
much  about  their  special  privileges.  A 
typical  loan?  The  Navaho  Miners'  Credit 
Union  loaned  Joe  Yazzi  money  to  start 
raising  sheep  in  Fruitland,  N.M.  The 
Boston  Symphony  Credit  Union  recently 
financed  the  purchase  of  an  $18,000  vio- 
lin for  one  of  its  members. 
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IN  TRUCK  RENTING  AND  LEASING... 


Watch  for  this  new 
symbol  of  local  service 


National_ease...one  of  the  oldest  names 
in  full-service  truck  leasing. ..has  a 
new  symbol.  This  red,  white  and  blue 
emblem  now  represents  the  National 
Truck  Leasing  System. ..which  helped 
pioneer  this  growth  industry  under  the 
name  of  NationaLease,  starting  in  1944. 

But  it  is  truck  leasing  with  a  differ- 
ence, with  Iocs!,  regional  or  national 
service  backed  up  by  local  ownership! 
NationaLease  affiliates  have  long-term 
relationships  with  many  of  their  full- 
service  leasing  customers.  There  is 
local  attention  to  your  special  needs... 
owners  are  there  when  you  need  them 
...and  they  are  available  for  quick 
decisions  affecting  your  transportation 
requirements.  Your  nearby  NationaLease 
affiliate  is  a  local  businessman  who 
custom-tailors  each  lease  to  your 


specifications... yet  is  part  of  a  network 
of  over  200  service  centers  operating 
more  than  35.000  trucks  and  tractors 
throughout  the  U.S.  and  Canada. 

Watch  for  this  new  symbol  of  local 
service... coast  to  coast. 


NationaLease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive.  Chicago,  III  60606 
For  nearest  affiliate  call  collect:  312-782-2991 


Now  the  powers  of  eredit  unions  are 
multiplying  rapidly,  due  in  large  part  to 
the  efforts  of  a  well-financed  and  ambi- 
tious trade  association.  Unlike  banks, 
which  compete  with  each  other,  the 
"common  bond"  concept  limits  competi- 
tion among  credit  unions.  United,  their 
lobbyists  have  plenty  of  punch  in  Con- 
gress. Last  spring  the  credit  union  lobby 
won  passage  of  a  bill  that  authorized 
them  to  grant  things  like  30-year  conven- 
tional mortgage  loans;  15-year  conven- 
tional home-improvement  and  mobile- 
home  loans;  and  savings  plans  with  vari- 
able interest  rates  and  maturities. 

"That  was  just  a  prelude,"  exults  Herb 
Wegner,  president  of  the  trade  associ- 
ation. Indeed,  there  is  a  bill  now  in  the 
banking  committee  that  provides  for  a 
full-bore  lending  facility  for  credit  unions 
to  meet  liquidity  problems,  similar  to 
what  S&Ls  have  with  the  Home  Loan 
Bank  Board  and  banks  have  with  the 
Federal  Reserve.  But  that's  still  just  a 
beginning. 

CUNA's  Wegner  believes  that  the  fu- 


".  .  .  Future  competition  in 
banking  will  be  for  the  whole 
paycheck — not  segments  .  .  ." 


ture  competition  in  banking  will  be  a 
battle  for  the  whole  paycheck — not  just 
for  segments  of  it.  So,  what  Wegner 
wants  is  for  all  credit  unions  to  be  able  to 
offer  share-draft  accounts,  a  proposition 
so  antagonistic  to  banks  that  they  have 
taken  the  issue  to  court. 

It's  not  surprising.  Small  banks  suffer 
most  from  share-draft  competition.  Tioga 
State  Bank  of  New  York  Vice  President 
Martin  L.  Fisher  II  says  that  he  can  trace 
at  least  100  accounts  that  have  been 
closed  at  his  banks  and  then  reopened  as 
interest-bearing  share-draft  accounts 
with  credit  unions.  As  a  result  of  a  suit 
the  American  Bankers  Association 
brought  on  his  behalf,  new  share-draft 
programs  are  at  least  temporarily  closed 
to  federally  chartered  credit  unions.  But 
a  recent  administrative  ruling  in  Florida 
and  a  decision  of  the  Iowa  District  Court 
in  favor  of  share-draft  programs  in  their 
states  indicate  the  banks  are  fighting  a 
losing'  battle. 

As  credit  union  services  expand,  the 
fact  that  they  are  run  by  nonprofessionals 
leaves  them  vulnerable  to  criticism — and 
also  to  costly  errors  of  judgment.  Most 
credit  unions  lack  the  technical  expertise 
needed  to  handle  complicated  mortgage 
procedures.  Other  credit  unions  have 
recently  been  burned  by  trading  in  fu- 
ture commitments  to  buy  certain  gov- 
ernment-backed securities  (Forbes, 
June  1). 

But  for  now,  at  least,  the  credit  unions 
are  riding  high.  ■ 
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The  Bundy  Touch 

Following  its  own  advice,  the  Ford  Foundation 
plunged  into  real  estate.  Alas. 


By  LAWRENCE  MINARD 

"Do  I  hear  a  bid?"  asked  the 
auctioneer. 

There  was  a  well-bred  silence  on  the 
9th  floor  of  the  Ford  Foundation's  hand- 
some steel-and-glass  headquarters  in 
mid- Manhattan.  On  the  block  were 
750,000  unregistered  shares  of  Sugar- 
land  Properties,  a  Houston  land  devel- 
opment company.  Sugarland  was  no 
thing  of  beauty:  At  the  end  of  last  year 
for  every  dollar  in  assets  it  reported  90 
cents  in  liabilities;  its  subordinated  debt 
is  in  default;  and  its  cash  needs  are  enor- 
mous. Still,  Sugarland  owns  7,500  acres 
within  a  half-hour's  drive  of  booming 
downtown  Houston,  and  750,000  shares 
represents  a  37.5%  stake  in  it. 

"Do  I  hear  a  bid?"  the  auctioneer 
repeated. 

Finally.  Then  a  man  sporting  a  dapper 
bow  tie,  said  softly:  "I  bid  $50,000." 

"I  have  a  bid  for  $50,000,"  the  auction- 
eer said.  "Do  I  hear  another?  ...  I  have 
$50,000.  .  .  .  Anyone  else?  .  .  .  Sold  for 
$50,000!" 

Done.  Seven  hundred  and  fifty  thou- 
sand shares  in  Houston  real  estate  at  7 
cents  a  share.  Far  from  having  cleaned 
up  at  the  auction,  however,  the  man  in 
the  bow  tie  was  merely  taking  the  next 
step  in  cleaning  up  a  mess.  He  was  An- 
tony Herry,  a  real  estate  expert,  bidding 
for  his  boss,  the  Ford  Foundation.  Far 
from  feeling  like  crowing  about  Sugar- 
land,  they  undoubtedly  wish  they  had 
never  heard  of  it. 

The  750,000  Sugarland  shares  auc- 
tioned off  were  owned  by  Cousins  Prop- 
erties, a  deeply  troubled  developer 
based  in  Atlanta.  In  1973  Cousins  and 
Houston  office  building  developer  Ger- 
ald D.  Hines  bought  a  7,500-acre  tract 
southwest  of  Houston,  named  their  new 
company  Sugarland  Properties  and  be- 
gan to  look  around  for  more  capital.  They 
managed  to  get  the  Ford  Foundation  to 
put  up  $4-million  equity  (for  which  it 
received  500,000  Sugarland  shares,  rep- 
resenting a  25%  stake  in  the  company). 
Then  the  foundation  loaned  Sugarland 
another  $20  million.  Collateral?  Both 
Hines  and  Cousins  Properties  pledged 
their  own  Sugarland  stock.  When  Sugar- 
land  defaulted  on  its  $20-million  debt  in 
1975,  the  foundation  last  month  had  re- 


course to  the  Cousins  Properties'  collat- 
eral, the  750,000  shares,  which  was  to  be 
sold  at  public  auction.  That  leaves  the 
foundation  with  62.5%  ownership  of  a 
company  which,  in  turn,  owes  the  foun- 
dation some  $20  million. 

Sugarland  is  only  the  most  recent  ex- 
ample of  the  Ford  Foundation's  real  es- 
tate troubles.  Other  recent  ones: 

•  Last  May  the  foundation  renegotiat- 
ed over  $26  million  in  subordinated  debt 
and  accrued  interest  owed  it  by  Cousins 
Properties,  its  erstwhile  Sugarland  part- 
ner. The  debt  was  canceled  for  $12.5 
million  cash — 47  cents  on  the  dollar. 

•  Just  days  prior  to  last  month's  Sug- 
arland auction,  the  foundation  surren- 
dered on  subordinated  debt  owed  it  by 


". .  .  Bundy  was  forced  to  cut 
foundation  grants  almost  in 
half,  to  about  $100  million 
annually  today  . . ." 


Big  Canoe  Corp.,  developer  of  some 
9,000  acres  in  northern  Georgia — an- 
other Cousins  Properties'  joint  venture. 
This  time  the  foundation  accepted  2,305 
acres  of  virgin  land  in  lieu  of  Big  Canoe's 
$21.5  million  obligation. 

The  foundation's  fortunes  in  real  es- 
tate are  of  a  piece  with  its  fortunes  in 
other  equities.  Under  President 
McGeorge  Bundy,  the  foundation  drew 
international  attention  in  the  late  1960s 
when,  in  effect,  it  urged  American  col- 
leges and  universities  to  invest  larger 
chunks  of  their  endowments  in  common 
stocks.  Equity,  former  Harvard  dean 
Bundy  argued,  would  protect  them  all 
against  inflation.  The  foundation  fol- 
lowed its  own  advice  in  managing  its  own 
substantial  portfolio.  Result:  The  founda- 
tion's portfolio,  currently  valued  at  $2.1 
billion,  is  worth  about  one-third  less 
than  in  1968.  Largely  as  a  result,  Bundy 
was  forced  to  cut  foundation  grants  al- 
most in  half,  to  about  $100  million  annu- 
ally today.  Gone  are  the  fresh  flowers 
and  linen  napery  from  the  foundation's 
splendid  dining  room. 

Clearly,  it  was  a  thirst  for  high  return 
that  led  the  foundation  into  its  real  estate 
trouble.   In  1972  the  foundation's  Fi- 


nance Committee  decided  it  should  ex- 
pand the  real  estate  portfolio.  The  foun- 
dation had  scant  real  estate  expertise  of 
its  own  at  the  time,  so  it  asked  Sweet 
Associates,  a  financial  advisory  firm 
headquartered  outside  Philadelphia,  to 
do  the  job.  Sweet  quickly  built  the  foun- 
dation's real  estate  investment  from  $50 
million  in  1971  to  over  $140  million  in 
1975,  with  total  commitments  running 
over  $200  million. 

Was  Sweet  Associates  to  blame  for  the 
troubles  that  followed?  That's  not  neces- 
sarily so.  Recalls  Kenneth  Sweet:  "The 
foundation  was  definitely  looking  for 
[high-return]  equities  in  real  estate. 
They  were  not  looking  for  fixed-return 
first  mortgages." 

The  foundation  claims  it  is  put  of  the 
woods  on  its  real  estate  investments. 
Maybe  so.  But  it  will  certainly  have  its 
hands  full  turning  Sugarland  Properties 
around.  This  year  Sugarland  will  sell 
only  about  250  lots,  at  an  average 
$10,000  each.  The  company  hopes  to  sell 
900  lots  next  year,  and  even  more  in 
1979,  but  that  will  depend  on  whether 
Houston  continues  to  boom — and 
whether  Sugarland  will  have  adequate 
capital  to  develop  the  lots.  At  the  same 
time,  the  company  must  come  up  with 
close  to  $5  million  annually  to  meet 
mortgage  payments  to  trusts  holding  first 
mortgages  on  most  of  Sugarland's  land. 

Another  problem:  Who  will  manage 
Sugarland?  The  foundation  wants  no  part 
of  the  task.  That  leaves  Gerald  Hines, 
the  Houston  developer,  who  owns  the 
other  37.5%  of  Sugarland's  stock.  (That 
probably  explains  why  the  foundation 
has  not  foreclosed  on  the  collateral  Hines 
pledged.)  But  Hines'  experience  is  in 
commercial  development,  whereas  the 
vast  majority  of  Sugarland's  acreage  is 
marked  for  residential  construction. 

Referring  to  Sugarland  Properties,  a 
well-connected  Houston  real  estate  man 
told  Forbes:  "Gerry  Hines  is  trying  to 
be  all  things  to  all  people  in  all  places — 
and  that  road  leads  to  destruction." 

Last  August  Harper's  magazine  editor 
Lewis  H.  Lapham  authored  a  brilliant, 
scathing  attack  on  the  Ford  Foundation's 
support  of  a  study  of  the  U.S.  energy 
dilemma  that  was  relentlessly  hostile  to 
the  oil  industry.  Of  Bundy  himself,  Lap- 
ham  wrote:  "His  tone  of  voice  implied 
that  the  narrow-mindedness  of  business- 
men could  be  ascribed  to  their  parochial 
interest  in  money  and  trade." 

The  Ford  Foundation's  recent  exper- 
ience in  real  estate  investing  makes  one 
wonder  if  broad-gauged  McGeorge 
Bundy  himself  couldn't  do  with  a  Wit  of 
interest  in  money  and  trade.  ■ 
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THE  1977  FORBES 
INDUSTRIAL  DEVELOPMENT 
ADVERTISING  SECTION 


The  selection  of  a  new  site  for  industrial  expansion  or  office  relocation  requires  a  thorough  anc 
careful  investigation  of  the  many  major  factors  involved. 

To  help  those  companies  with  current  or  future  interests  in  relocation,  the  advertisers  appearing  ir 
this  special  Industrial  Development  Advertising  Section  are  offering  valuable  plant  site  and  area 
development  literature  without  obligation  to  you.  Studying  the  material  offered  affords  you  the 
opportunity  to  carefully  assess  and  weigh  the  available  benefits  in  the  particular  area  you  have  ar 
interest  in. 

You  can  easily  obtain  any  of  the  information  offered  in  the  following  pages  by  simply  circling  the 
numbers  of  those  advertisers  whose  literature  you  wish  to  receive  and  returning  the  postage-paic 
card  provided  at  the  end  of  this  section.  FORBES  will  process  your  request  and  forward  it  to  the 
advertisers  involved.  They  will  mail  their  iiterature  to  you  directly.  Please  allow  a  reasonable  time 
for  processing. 


ARIZONA— Metro  Phoenix 

Think  Of  Us  As  Plant  Food. 

All  types  of  businesses  are  thinking  of  us  as  plant 
food.  Businesses  like  Motorola,  American  Express, 
Greyhound,  Digital  Equipment  Corp.  and  others. 
That's  because  we  have  the  resources  and  facilities 
your  company  requires  for  healthy  growth.  A  pro- 
business  climate  with  a  moderate  tax  structure.  An 
excellent  regional  and  national  transportation  system. 
And  people  who  continue  to  come  here  because  the 
sun  shines  360  days  a  year.  Before  you  decide  to 
plant  yourself  in  Metro  Phoenix,  you'll  need  an  analy- 
sis of  our  resources.  Please  write  or  call  for  our 
Economic  Development  brochure  which  provides  an 
in-depth  research  on  the  investment  and  expansion 
possibilities  in  our  area. 


A  good  place 
to  plant  yourself. 

„JVIetro 
Pnoenix 

Chambers  of  Commerce 

Economic  Development  Manager 
P  O  Box  10.  Phoenix.  Arizona  85001 
Telephone  (602)  254-5521 

Chandler  •  Glendale  •  Mesa  •  Phoenix 
Scotlsdale  •  Termpe  •  Wickenburg 
Avondale-Goodyear-Lrtchlield  Parte 


ARIZONA— Metro  Phoenix 

Phoenix  Delivers  30  Million 
Prospects  For  Your  Products 

The  entire  West  Coast  market  is  overnight  from  Phoenix, 
which  is  one  of  the  many  reasons  we're  attracting  compa- 
nies like  Greyhound,  Litton  Industries  and  Digital 
Equipment  Corporation  to  the  Valley  of  the  Sun.  As  the 
electric  and  water  utility  serving  the  prime  suburban 
industrial  areas  of  Phoenix,  the  Salt  Biver  Project  is  in  am 
excellent  position  to  amplify  all  the  reasons  your  firm 
should  consider  the  Valley  of  the  Sun.  Our  unsurpassed 
climate,  our  Bight-To-Work  Law,  our  tax  exemptions  on 
manufacturers  inventories,  our  diversified  transporta- 
tion, skilled  work  force,  huge  range  of  improved  and 
unimproved  building  sites 
and  dependable  water  and 
power  supply.  .  .  .  -This 
overview  is  detailed  in  our 
free  book  called:  Economic 
Assets  of  Metropolitan  Phoe- 
nix. To  obtain  your  copy, 
circle  our  number.  Your  re- 
quest will  be  treated  in  the 
strictest  confidence. 


ECONOMIC  ASSETS 

PHOENIX 
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,RIZONA— Tucson 

rucson — The  New 
/Vest  For  Business 

There  are  many  good  reasons  why  Tucson  is  one  of 
he  fastest  growing  metropolitan  areas  in  the  country, 
ulimate,  scenery  and  a  western  style  of  living  are 
ome  of  them.  More  important  is  the  fact  that 
lughes  Aircraft,  Gates  Learjet,  Ingersoll-Rand,  UOP, 
Jnited  Technologies  and  other  top  companies  are 
seated  here.  They've  found  they  can  service  interna- 
ional,  national  and  western  markets  while  enjoying 
he  benefits  of  productive  labor,  a  right-to-work  law, 
nd  a  favorable  tax  climate.  How  about  your  firm? 
>ouId  you  benefit  by  being  in  a  fast  growing  metro- 
>olitan  area  of  500,000  people?  From  overnight  deliv- 
ries  to  southern  California 
narkets?  From  University 
if  Arizona  research  sup- 
tort?  If  so,  contact  in  con- 
fidence: Leland  F.  Smith, 
executive  Director,  Tuc- 
jon  Development  Author- 
ity, 32  N.  Stone,  #1007, 
7ucson,  Arizona  85701. 
102/623-3673. 


ARKANSAS-KANSAS-MISSOURI-TEXAS 

Four  Missouri  Pacific 
Industrial  Parks 

Missouri  Pacific  Railroad  is  developing  four  new  in- 
dustrial parks  at  West  Memphis,  Arkansas;  Wichita, 
Kansas;  Springfield,  Missouri  and  Austin,  Texas.  Sites 
available  from  IV2  to  300  acres.  Ideal  for  light  manu- 
facturing or  warehousing.  Paved  streets  and  full  utili- 
ties. All  within  city  limits.  Close  or  adjacent  to  inter- 
state highways  and  airports.  Each  strategically  located 
to  reach  major  distribution  centers.  Missouri  Pacific 
provides  excellent  transportation  service  at  each  park, 
including  rail,  truck,  airfreight,  LTL,  piggyback  and 
containerization.  Fact-filled  brochures,  including  site 
maps,  are  available  now  from  Missouri  Pacific.  Many 
choice  locations  still  open. 


COLORADO— Colorado  Springs 

Colorado  Springs  Will  Change 
/our  Monday  Mornings. 

■  magine  a  Monday  morning  when  you  look  forward  to 
I'our  15-minute  drive  to  work.  Still  tingling  from  the  new 
Powder  at  Vail.  Your  enthusiasm  is  shared  by  the  city 
Ground  you.  You  are  in  Colorado  Springs.  Colorado 
Springs  is  a  city  of  300,000.  Our  healthy  climate  and 
jliverse  lifestyles  produce  a  community  spirit  that  accents 
!he  positive.  And  nowhere  is  the  link  between  environ- 
ment and  performance  more  clearly  shown  than  here. 
A'ith  today's  technology  in  com- 
nunications,  computers  and  air 
ravel,  many  companies  are  giving 
Colorado  Springs  a  serious  look  as 
iheir  headquarters  city.  Because  a 
nove  doesn't  mean  losing  touch 
vith  the  East.  And  with  corporate 
iitures  dependent  on  attracting 
alented  key  executives,  Colorado 
Springs  represents  a  most  enticing 
)rospectus.  Especially  next  Mon- 
lay.  Write  or  call  for  more  infor- 
nation:  Mr.  Shelby  Dill,  Econom- 
c  Development  Department, 
Chamber   of  Commerce,  P.O. 

E) rawer  B,  Colorado  Springs,  CO 
0901.  (303)471-8183. 


CONNECTICUT 

Make  Book  On  It. 

Connecticut  has  a  lot  of  things  going  for  it.  Great 
location,  the  nation's  best  state-level  financing  pack- 
age, plenty  of  power,  practical  business  incentives, 
stable  economy-minded  government,  good  transporta- 
tion, skilled  workers — the  works.  There  are  no  state 
or  municipal  personal  income  taxes,  and  business 
taxes  have  (once  again)  been  reduced.  All  this  and 
Connecticut's  superb  lifestyle.  For  a  copy  of  the 
books  we  made,  contact  Commissioner  Edward  J. 
Stockton,  Suite  602,  Connecticut  Department  of 
Commerce,  210  Washington  St.,  Hartford,  CT  06106. 
Or  call  203/566-5037. 


Colorado  Springs: 

A  vitality  that  means  profit. 
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FLORIDA— Boca  Raton 

You  Shouldn't  Move  A 
Business  To  South  Florida 
For  The  Same  Reasons 
You'd  Vacation  Here. 

A  great  place  to  vacation  isn't  necessarily  a  *  great 
place  to  do  business.  Because  a  successful  business 
needs  services,  resources  and  facilities  that  a  vacation- 
er could  care  less  about.  Like  an  adequate  labor 
force.  Comprehensive  transportation  facilities.  De- 
pendable energy  and  water  supplies.  Plus,  an  in- 
formed, aggressive  financial  community.  You  can  find 
them  all  at  the  Arvida  Park  of  Commerce.  An  850 
acre  site  in  Boca  Raton  that's  zoned  for  research  and 
development,  light  industry  and  offices.  Find  out  how 
a  place  to  vacation  turned  into  a  place  to  do  business. 
But  get  the  whole  story.  Call  Bill  Shubin  at  (305) 
395-2000.  A117 


KANSAS— Wichita 

Right  In  The  Center  Of  It  All 

Look  at  these  FACTS,  and  you're  looking  at  Wichita,  rign 
in  the  Center  of  it  all!  FINANCING  up  to  100%  b| 
industrial  revenue  bonds,  with  10-year  tax  moratorium 
ENERGY  assured,  with  Wichita  Gas  Utility  plus  plannin 
projected  and  under  way  •  LABOR  accustomed  to  worl 
with  their  Right  to  Work  protected  by  law  •  LOCATED 
the  nation's  bull's  eye,  saving  travel  and  shipping  tinn 
cutting  communication  costs  •  LIVEABILITY  that's  I 
ahead  of  congested  coastal  communities  or  inflated  resoi 
areas.  Kan  sans  live  well,  set  lifestyles  worth  living.  Prov 
that  for  yourself:  visit  Wichita!  Ask  questions.  Get  ac 
quainted.  But  write  today,  or  call  Jerry  M allot  (316)  265 
7771,  for  your  Wichita  Factpack.  Wichita  Area  Chamber  < 
Commerce,  350  W.  Douglas,  Wichita,  Kansas  67202. 


MAINE 

Look  At  Maine  ...  An 
Environment  For  Enterprise 

This  free  booklet  introduces  you  to  ways  you  and 
your  business  can  benefit  from  a  Maine  location.  In 
Maine  you  will  find  a  fiscally  responsible  State  gov- 
ernment that  is  continually  working  to  improve  the 
already  favorable  economic  climate  for  both  busi- 
nesses and  citizens.  (We  have  had  3  years  with  no  tax 
increase  and  the  last  2  years  have  shown  a  budget 
surplus.)  You  will  also  find  conscientious,  dependable 
and  highly  trained  workers  who  are  eager  to  provide 
you  with  the  productivity  and  quality  so  necessary  in 
today  s  markets.  Maine's  proximity  to  the  Eastern 
megalopolis  market  and  its  superb  quality  of  life 
environment  can  give  you 
the  best  of  both  worlds. 
We  want  to  help  you  look 
at  the  "Maine''  decision 
with  all  the  facts  in  hand. 


On  Target 


The  Industrial  Development  advertisers  in  this 
FORBES  section  are  reaching  the  most  influential! 
decision-makers  in  business  and  industry.  A  score  oil 
independent  studies  shows  that  FORBES  is  read  reg- 
ularly by  more  corporate  officers  in  America  s  leadingl 
companies  than  any  other  major  business  or  news! 
magazine.  Here  are  the  results  of  a  1976  study  con-[ 
ducted  by  Erdos  and  Morgan,  Inc.  among  corporate 
officers  in  1,300  of  the  largest  corporations  ini 
America: 


Magazines  Read  Regularly 

(At  least  3  out  of  4  issues) 


An  Environment  for  Enterprise 


w 

for  Ent 


FORBES 
Business  Week 
Fortune 
Time 

Newsweek 
U.S.  News 


% 
78.7 
64.0 
46.6 
45.5 
32.3 
28.2 
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/IANAGUA-NICARAGUA-CENTRAL  AMERICA 

APEX — Export  Manufacturing 
"ree  Zone 

strategically  placed  next  to  "Las  Mercedes"  Interna- 
tional Airport  and  centrally  located  between  North 

nd  South  America.  10  to  15  years  tax  holiday.  Duty 
,nd  tax  free  imports  of  machinery,  and  other  industri- 

1  inputs.  Guaranteed  repatriation  of  capital  and  prof- 
its. Ample  reserve  of  quickly  trainable,  productive, 

notivated  and  inexpensive  labor.  Training  grants, 
building  for  lease  in  standard  sizes,  of  13,000  and 
16,000  sq.  ft.  fully  serviced.  Also  we  build  to  your 
Ipecifications.  All  these  advantages  make  plant  loca- 
tion in  APEX,  Nicaragua,  the  answer  for  U.S.  grow- 

ng  firms.   We  invite  you  to  consider  this  unique 

>rofit  opportunity  in 

our  short  and  long 

erm  investment 

trategy. 
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MARYLAND 

Maryland 

Maryland's  proximity  to  major  population  concentra- 
tions places  it  within  one  day  by  rail  of  37%  of  the 
U.S.  population,  and  35%  of  the  U.S.  industrial  mar- 
ket. Overnight  truck  transportation  reaches  approxi- 
mately one-third  of  the  U.S.  population  and  the  U.S. 
industrial  market.  Transportation  by  all  modes  is  a 
strong  Maryland  locational  advantage.  Basic  Plant  Lo- 
cation Data  presents  essential  data  about  Maryland's 
other  advantages  for  industry,  including  data  on  fi- 
nancing, labor  training,  and  a  businessman's  ombuds- 
man program  which  assists  you  after  you  are  here. 
Also  delineated  are  Maryland's  extraordinary  recrea- 
tional, cultural  and  educational  facilities  that  add  cre- 
dence to  Maryland's  claim  of  being  "America  in 
Miniature." 


maryland 
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MARYLAND— Baltimore 

We'll  Show  You  The  Best 
Sites  Around  Baltimore 

Whether  you're  looking  for  prestigious  office  space,  or 
acilities  for  light  manufacturing  or  warehousing,  we 
•an  show  you  sites  strategically  located  on  Baltimore's 
nterstate  system.  Minutes  north  of  Baltimore,  the 
inique  Hunt  Valley  Business  Community,  complete 
vith  banking,  convention  center,  hotel  and  restau- 
ants,  recreational  and  parking  facilities.  And  minutes 
vest,  Security  Industrial  Park,  an  ideally  located  of- 
ice,  manufacturing  and  distribution  complex.  For  a 
ree  information  file,  write  or  call  Jack  Holmes,  Mary- 
and  Properties  Inc.,  11011  McCormick  Rd.,  Hunt 
/alley,  MD  21031.  Phone  301  667-7726.  A  subsidiary 


)f  McCormick  &  Company,  Inc. 


NEBRASKA 

Nebraska 

For  All  The  Right  Reasons. 

Discover  one  of  this  country's  most  pleasant  industrial 
development  surprises.  Labor  productivity  that  ranks 
Nebraska  with  the  best.  The  lowest  electric  rates  in 
the  Mid- west.  One  day  access  to  heartland  markets  of 
50  million  customers.  Transportation  and  location  to 
serve  national  markets  more  efficiently.  Room  to 
grow,  with  available  sites  just  waiting  for  the  right 
manufacturing  opportunity.  Send  today  for  our  new 
"Reasons  Book"  with  the  latest  information  on  more 
profitable  reasons  to  locate  your  next  plant  in  Nebras- 
ka. Write  C.  L.  "Chuck"  Elliott,  C.I.D.,  Department 
of  Economic  Development,  P.O.  Box  94762,  431 
State  Capitol,  Lincoln,  Ne- 
braska 68509.  Or  call  (402) 
471-3111. 
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NEBRASKA — Omaha/Southeastern  Nebraska 

LANDSAT  Map  Of  U.S.  In 
Omaha/SE  Nebraska  Report 

Provides  the  facts  about  the  basic  economics  and 
special  brand  of  lifestyle  in  the  heartland  of  the 
continental  U.S.  Locate  it  on  the  Space  Portrait 
U.S.A.  photomosaic.  Rail  center.  River  terminal  for  3 
barge  lines.  Interstate  crossroads.  Served  by  seven 
major  airlines.  And  ready  service  by  114  trucklines. 
Read  about  the  labor  supply,  characterized  by  high 
productivity,  low  turnover  and  absenteeism,  and  few 
work  stoppages.  A  right-to-work  state.  Omaha  is  one 
of  the  few  cities  named  a  "foreign  trade  zone."  Here 
foreign  and  domestic  goods  may  be  stored  indefinite- 
ly; no  duty,  no  bond,  no  quota  restrictions  in  the 
zone.  Favorable  electric  rates  and  ample  supplies  of 
power,  both  nuclear  and  coal  generated,  continue  to 
make  Omaha/Southeastern  Nebraska  a  prime  choice 
for  location  of  new  industry.  That's  only  a  start. 
Circle  our  number  for  a 
free  copy.  Or  write  or 
phone  Tom  Gage,  Man- 
ager of  Area  Development, 
Omaha  Public  Power  Dis- 
trict, 1623  Harney  St., 
Omaha,  NE  68102.  Phone: 
(402)  536-4347. 
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NEW  JERSEY 

You  And  Your  Business  Are 
Better  Off  In  New  Jersey. 

PSE&G,  Public  Service  Electric  and  Gas  Company,  has) 
put  together  a  free  kit  of  important  material  that  tells  you 
why:  100-page  OFFICE  SPACE  GUIDE  tells  you  where 
the  office  space  is  and  the  cost  per  square  foot .  .  .  78-page 
FACT  BOOK  details  New  Jersey's  living  as  well  as 
business  advantages  .  .  .  SITE-FINDERS'  GUIDE  ex- 
plains our  free  location  services  to  you.  In  addition, 
PSE&G  offers  you  its  INDUSTRIAL  PARKS  PORTFO- 
LIO, containing  large,  color  aerial  photographs  of  36 
available  sites  together  with  pertinent  information.  For 
Information  Kit,  simply  circle  our  number.  Industrial 
Portfolio  is  available  by  special 
request  on  your  business 
letterhead.  Write  to: 
Robert  Franklin, 
PSE&G,  Area 
Development 
Department, 
Room  111,  80 
Park  Place, 
Newark,  NJ 
07101. 


NEW  YORK— New  York  City 

Financial  Aid  and 
Tax  Abatement 
In  New  York  City 

We're  out  to  get  New  York  City  growing  again.  And 
we'll  provide  you  with  irresistible  incentives  to  make 
it  happen  on  a  wide  choice  of  public  or  private  sites. 
Incentives  can  include:  □  100%  Tax  exempt  financing 
by  Industrial  Development  Revenue  Bonds  for  either 
expansion  or  relocation  of 

your  project.  □  Significant  S|n5SaS8&iBib«flaBna£i 

real  estate  tax  abatements. 
□  Sales  tax  abatement  on 
machinery,  equipment  and 
material.  And  then  there 
is  the  still  limitless  poten- 
tial of  the  most  affluent 
and  productive  city  on 
earth.  But  you  know  that. 
What  we  want  you  to 
know  most  is  that  we  want 
you.  Our  fact-filled  bro- 
chure will  show  you  just 
how  much  we  want  you. 


Get  the  complete  score 
on  what  has  developed 
in  American  Industry 

FORBES 
30th 

Annual  Report 
on 

American  Industry 

The  eagerly  awaited  issue  that  analyzes  more  than 
900  of  America's  largest  corporations  based  on 
FORBES'  statistical  yardsticks  of  management  perfor- 
mance. Companies  are  ranked  on  Profitability, 
Growth  and  Stock  Market  Performance. 

These  top  U.S.  corporations  are  also  arranged  by 
industry  groups  and  ranked  against  their  competition. 

A  timely,  accurate  guide  to  who's  where  in  busi- 
ness— and  why.  For  top  management,  and  for  adver- 
tisers wishing  to  reach  management. 

Closing  date  for  all  advertising  is  December  5. 
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NORTH  CAROLINA 

Sign  Up  For  One  Of  Our 
Famous  Plant  Tours. 

pee  a  choice  selection  of  immediately  available  plant 
facilities.  Find  out  square  footage,  construction  type, 
veiling  height,  site  size,  available  transportation  and 
itilities,  community  population  and  location  within 
he  state.  Or  take  advantage  of  the  second  lowest 
•onstruction  costs  in  the  country  and  select  a  site  just 
ight  for  building  your  own  plant.  Tour  North  Caroli- 
na's available  sites  and  facilities  without  even  having 
o  leave  your  office.  Simply  write:  N.C.  Department 
of  Commerce,  Industrial  Development  Division,  430 
h  Salisbury  Street,  Raleigh,  NC  27611.  Or  call  (919) 
733-4151.  We'll  send  you  everything  you  need  to  get 
itarted. 
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OKLAHOMA 

The  Buckle  On  The  Sunbelt. 

Oklahoma  couldn  t  be  better  located  if  we'd  planned 
it.  We're  the  geographical  center  of  the  U.S.  and 
equidistant  from  both  coasts.  "The  Sunbelt"  .  .  .  the 
southern  tier  of  the  states  spanning  from  the  Atlantic 
to  the  Pacific  ...  is  forecast  to  be  the  fastest  growing 
area  in  the  U.S.  through  at  least  1990.  This  growing 
market  reflects  the  industrial  and  economic  growth 
experienced  by  other  sections  of  the  country  several 
years  ago  .  .  .  and  Oklahoma  is  in  the  center  of  this 
activity.  "Profitable  Oklahoma  .  .  .  it's  good  business 
to  be  here"  is  a  48  page  book  that  tells  the  story  of 
what's  so  right  about  Oklahoma.  How  we  have  the 
energy,  favorable  taxes,  labor  force,  lower  living  costs 
and  overall  good  business 
climate.  Send  for  your  free 
copy  now. 
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3ENNSYLVANIA — Philadelphia 

rhe  Great  Philadelphia 
Land  Rush! 

vVe  want  your  business  and  employees  in  Philadel- 
ahia.  That's  why  we're  offering  fully-improved  indus- 
rial  land — with  an  average  market  value  of  $35,000 
>er  acre — for  as  low  as  $3,500  per  acre,  assuming 
;ertain  minimal  employment  and  development  densi- 
ies  are  met.  Our  1300  available  acres  are  divided 
imong  seven  industrial  parks  in  various  sections  of 
he  city,  to  provide  flexibility  in  meeting  your  needs. 
■"IDC,  Philadelphia's  economic  development  corpora- 
ion,  is  offering  financing  for  up  to  100%  of  your  total 
levelopment  costs  at  only  4%  interest  on  a  significant 
)ortion  of  those  costs.  To 
;et  the  full  story  on  devel- 
)pment  opportunities  in 
-"hiladelphia,  please  write: 
vlr.  Walter  D'Alessio,  Ex- 
•cutive  Vice  President, 
rhe  New  Philadelphia  Sto- 
y,  Suite  1705,  One  East 
3enn  Square,  Philadelphia, 
3ennsvlvania,  19107.  Or 
.•all:  (215)  LOS-4448. 


SOUTH  CAROLINA 

Straight  Talk  Is  The  Sign  Of 
The  Times  In  South  Carolina. 

South  Carolina's  brand  of  straight  talk  is  rapidly  be- 
coming the  sign  of  the  times.  You  get  more  than  a 
stack  of  brochures  from  South  Carolina.  You  get  a 
professional  team  who  speaks  your  language  .  .  .  plus 
hard  facts  about  booming  markets,  no-cost  training  for 
productive  workers,  light-weight  taxes,  prime  sites — 
and  a  sound  government  that 
believes  in  helping  business 
make  a  profit,  right  from  Day 
One.  When  you  follow  the 
signs  of  the  times,  you're  on 
the  road  to  South  Carolina. 
Send  for  the  signs  of  the 
times.  Or  call  the  South  Caro- 
lina State  Development  Board, 
AC  803/758-3145  (TWX  810- 
666-2628).  Post  Office  Box 
927,  Columbia,  South  Carolina 
29202. 


II  \i  iiirelookingfora 
ncv\  plant  l<  catii  in... 
the  signs  ci  the  ti  mes 
point  toSourhC  aiohna 
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TEXAS— Corpus  Christi 

Why  Corpus  Christi  Is 
THE  "SPARKLING  CITY." 

To  the  best  business  climate  in  the  U.S.*,  you  can 
add  the  best  "people  climate,"  too.  *  A  1975  Dun  & 
Bradstreet  (Fantus  Div.)  national  study  of  labor, 
taxes,  gov't  factors  rates  Texas  No.  1  in  treatment  of 
industry.  Texas  leads  all  states  in  new  mfg.  jobs  since 
1967.  Texans  themselves  have  made  Corpus  Christi 
their  favorite  coastal  resort  area — "the  Sparkling  City 
by-the-Sea" — averaging  a  clear-eyed  71.2°.  Discover 
sites  next  to  interstates  or  the  Gulf s  deepest  port. 
Find  out  about  land,  labor,  fishing,  hunting,  sailing 
all  so  plentiful  it's  surprisingly  low  cost — in  this  fact 
folder.  Contact  Brodie  Allen,  Executive  Director,  In- 
dustrial Commission — Box 
640-F,  Corpus  Christi, 
Texas  78403. 


UTAH 


Automotive  Parts 
Companies  .  .  . 


You  might  earn  an  extra  $300,000  in  net  profits  just 
by  relocating  in  Utah!  A  cost  comparison  study  of  12 
major  cities  just  released  by  the  Bureau  of  Economic 
Research  at  the  University  of  Utah  shows  that  a 
hypothetical  motor  vehicle  parts  and  accessories  plant 
in  Salt  Lake  City  would  earn  $300,000  more  in  net 
profits  after  taxes  over  the  average  for  the  12  study 
cities.  If  you'd  like  an  executive  summary,  call  us, 
toll  free. 


Call  Us! 
800-453  UTAH 
Call  Us 
Profitable! 


UTAH 

summary 


motor  vehicle  part* 
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WEST  VIRGINIA 

West  Virginia  Offers  "The 
Classic  Profile" 

The  quickest  way  to  discover  what  advantages  West 
Virginia  has  to  offer  is  to  take  advantage  of  West 
Virginia's  offer.  Just  circle  our  number  and  we  will 
forward  you  a  free  copy  of  our  "1977  Economic 
Profile".  It  is  full  of  information  which  can  help  you 
discover  the  advantages  of  locating  or  investing  in 
West  Virginia.  We  think  we  have  the  economic  cli- 
mate you  are  looking  for,  but  we  will  let  our  figures 
do  the  talking.  Our  Economic  Profile  can  give  you 
information  on  Transportation,  Available  Labor,  Eco- 
nomic Trends,  Natural  Besources,  Available  Energy, 
Taxes,  State  Finance,  Existing  Business  and  Industry, 
and  much  more.  You  will  be  impressed  with  what  we 
have  to  offer.  We 
feel  you  will  be  as 
pleased  as  we  are. 


Know  Before  You  Go. 

Mayflower  wrote  the  book  on  office  moves.  The  book 
on  electronic  and  trade  show  moves.  And  the  book 
on  household  moves.  Send  for  your  copies.  They  can 
help  you  move  your  office,  its  equipment  and  your 
people.  From  just  about  any  place  in  the  world.  To 
just  about  any  place  in  the  world.  Just  start  with 
Mayflower,  Box  107B,  Dept.  F,  Indianapolis,  IN 
46206.   


Mayflower 

Our  name  means  moving. 


Know  before  you  go. 


® 

1977 

WEST 

VIRGINIA 

ECONOMIC 

S 

PROFILE 

ICC  NO.  MC  2934 
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Opportunities  Missed, 
Opportunities  Miffed 

In  which  American  Cyanamid  seeks  to 
turn  over  a  new  leaf,  but  fails. 


Dr.  James  G.  Affleck,  a  well- turned- 
out,  silver-haired  man  of  54,  a  Princeton- 
ian  and  a  chemist,  is  chairman  and  presi- 
dent of  Wayne,  N.J.'s  big  (1976  rev- 
enues: $2  billion)  American  Cyanamid 
Co.  As  chief  executive  officer,  he  pre- 
sides over  a  nine-member  executive 
committee,  most  of  whose  members  ei- 
ther are  chemists  or  went  to  Princeton — 
and  in  some  instances  both.  The  point  of 
all  this  is  that  Cyanamid  has  a  reputation 
for  being  ingrown  and  a  bit  inept.  The 
reputation  is  not  entirely  undeserved. 

Inept?  Consider  an  example,  a  trifle,  a 
matter  of  a  few  million  dollars  insignifi- 
cant except  in  what  it  reflects.  Consider 
the  manner  in  which  Cyanamid  per- 
formed in  the  field  of  diagnostics. 

Diagnostics,  of  course,  has  been  for 
several  years  one  of  the  hottest  fields 
around;  it  is  a  code  word  for  that  already 
vast  and  expanding  range  of  instruments, 
chemical  systems  and  whatnot,  often 
computer-linked,  sold  to  hospitals  and 
doctors  and  designed  to  tell  you  every- 
thing from  whether  or  not  you're  preg- 
nant to  whether  you've  got  high  choles- 
terol. Johnson  &  Johnson  is  successful 
with  it,  so  is  Du  Pont.  In  fact,  it  seems 
everyone  who  can  afford  to  employ  a  few 
chemists  is  getting  into  diagnostics  in 
hopes  of  making  a  killing. 

American  Cyanamid,  on  the  other 
hand,  has  been  making  diagnostics  mate- 
rials ever  since  World  War  II,  when  it 
supplied  U.S.  Armed  Forces  with  blood 
grouping  and  typing  serum.  After  the 
war  it  ran  a  small  custom  diagnostics 
business  which  brought  in  a  modest  prof- 
it year  after  year.  Around  1970  Cyana- 
mid decided  to  expand  diagnostics. 

Among  other  steps,  it  made  a  deal 
with  a  little  California  company  called 
Immuno-Science  for  Immuno  to  supply 
freeze-dried  reagents  for  use  as  chemis- 
try quality  controls  in  blood-analyzing 
machines.  The  brass  at  Immuno  let  it  be 
known  that  they  could  be  bought  for  a 
price — say,  about  $5  million.  At  the 
time,  1974,  Immuno  was  earning  21% 
after  taxes  on  sales  of  about  $4.2  million. 
The  buy  made  sense.  Immuno  had  the 
technology;  Cyanamid  had  the  market- 


ing arm  and  distribution  network  that 
Immuno-Science  lacked. 

Instead,  Cyanamid  decided  to  go  into 
business  making  the  reagents  for  itself 
and  canceled  its  guaranteed  annually 
renewable  contract  with  Immuno.  It 
spent  $4.8  million  on  its  own  plant  in 
Puerto  Rico.  Then  it  discovered  that  it 
didn't  have  anyone  who  knew  how  to 
brew  the  delicate  mixture  of  enzymes 
and  serum.  After  repeated  tries  to  make 
a  consistent  product,  it  sold  its  now 
losing  diagnostics  division  in  August  to 
Fisher  Scientific  for  an  undisclosed 
sum.  Meantime,  Johnson  &  Johnson 
picked  up  profitable  Immuno-Science 
for  about  $10  million. 

We  tell  this  bit  of  comparatively  an- 
cient history  chiefly  because,  in  the  past 
years,  nothing  very  basic  has  changed  at 
Cyanamid.  When  Forbes  mentioned 
Immuno-Science  in  an  interview  with 
top  Cyanamid  managers  recently,  no  one 
had  ever  heard  of  it.  Which,  in  itself, 
bespeaks  the  kind  of  problem  a  big  com- 
pany can  have  in  trying  to  manage  small 
specialty  businesses. 

Cyanamid  never  did  seem  to  get  its  act 
together.  Frank  S.  Washburn,  a  civil 
engineer,  founded  it  in  1907  simply  be- 
cause he  wanted  to  build  dams.  He 
bought  the  Cyanamid  process,  which 
converted  nitrogen  from  the  air  into  fer- 
tilizer, only  because  it  would  convert  the 
electricity  that  his  dams  produced  into 
cash,  with  which  he  could  build  more 
dams.  World  War  II  intervened;  Wash- 
burn gave  up  dams  to  run  his  chemical 
company. 

The  Cyanamid  process  worked  well 
enough,  but  the  depression  of  1922  laid 
it  low.  Washburn's  successor,  a  Quaker 
lawyer  named  William  Bell,  sized  up  the 
company:  "The  fertilizer  business  was 
depressed,  the  phosphate  mines  in  Flor- 
ida were  shut  down,  the  cyanamid  plant 
at  Niagara  Falls  was  operating  at  14% 
capacity.  Any  fool  could  see  that  what 
was  needed  was  diversification." 

So  Bell  diversified.  He  acquired  more 
than  a  dozen  companies,  including  a  real 
jewel,  Lederle  Laboratories.  After  Bell's 
28-year  reign,  the  entrepreneurial  spirit 


seemed  to  fade,  although  an  old-boy  Cy- 
anamid network,  which  apparently  was 
forming,  acquired  various  consumer-ori- 
ented companies.  ' 

Today  Cyanamid  is  no  corporate  disas- 
ter. It  has  managed  a  steady  14%  return 
on  equity  for  the  last  five  years.  That's 
not  spectacular,  though,  in  an  industry 
where  returns  range  as  high  as  Dow 
Chemical's  26%.  Analyze  Cyanamid's 
performance  and  it  looks  much  worse 
than  it  does  on  the  surface.  For  a  while 
Lederle  Labs  was  carrying  the  company, 
turning  in  well  over  50%  of  net  on  27%  of 
sales.  Then — no  credit  to  Cyanamid — 
agricultural  fertilizer  prices  boomed  and 
they  carried  the  company  for  a  while. 
But  in  spite  of  these  bonanzas,  Cyana- 
mid usually  turned  in  a  so-so  profit 
overall. 


Wrong  Chemistry?  Morgan  Hunter, 
P&G  marketing  star  tried  Cyanamid  be- 
fore moving  to  Reynolds  Tobacco. 


The  fertilizer  boom  papered  over  a 
good  many  problems.  A  fourth  of  Cyana- 
mid is  consumer  products,  everything 
from  Breck  shampoo  and  Old  Spice  toi- 
letries to  Formica.  Another  fourth  of  it  is 
an  ethical  drug  concern:  Lederle.  In 
both  these  areas,  things  aren't  good. 

Take  consumer  products.  It  should  be 
a  high-margined  gold  mine,  right? 
Wrong.  With  27%  of  sales,  it  contributes 
17%  of  profits.  Breck  shampoo,  once  a 
perfect  money  machine,  has  been  el- 
bowed aside  by  such  market-makers  as 
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Why  aren't  99%of 
America's  companies  allowed 
to  get  Dun's  Review? 

They're  too  small. 

To  qualify  for  Dun's  Review,  a  reader  must  be  a 
Chairman,  Vice-President,  Treasurer  or  top-level  manager 
of  a  company  with  a  net  worth  of  $1  million  or  more. 

And  of  all  the  companies  in  the  United  States 
(4,548,000)  less  than  1%  have  a  net 
worth  of  at  least  $1  million 
(43,987). 

Which  means  you  can  reach 
the  most  important  and  influen- 
tial executives  of  America's 
most  influential  corporations. 
Without  paying  a  fortune  for  it. 


1CH 


For  Clout  with  !eaefer$,not  followers. 


Introducing  Whiskey-Gram. 
The  Service  that  makes  Shopping  for 
Spirits  a  Pleasure. 


For  8  years  Whiskey-Cram  has  been  serving 
thousands  of  corporate  and  executive  members 
throughout  the  country  who  appreciate  the 
value  of  "spirited  gifts"  for  any  occasion.  Now  is 
your  opportunity  to  join. 


Enclose  this  coupon  .Hong  with  your  chock  or  money 
order  to  Whiskey-Crjm,  P.O.  Box  600399.  Miami  Beach. 
Florida  33160  today.  Your  satisfaction  ts  guaranteed  or 
your  money  will  he  cheerfully  refunded  F 

Ple»r  Print  Nam*   

Firm  N*mc  'U  An,  I  .  


This 
holiday 
send  a 
gift  o£ 
wine  or 
liquor 
any- 
where 
in  the 
U.S.! 


Legally, 
sa£ely, 
simply. 

What  does  it  cost  to  join  this  service? 
There  is  a  one-time  membership  charge  which 
enables  you  to  receive  a  premium  shopping 
guide,  "The  Whiskey-Cram  National  Directory 
and  Price  List,"  a  full  color,  easy-to-use  annual 
directory  listing  your  favorite  brands  and  the 
retail  price  for  each  state,  along  with  order 
forms,  gift  cards  arid  reply  envelopes.  Once 
you  pay  $25.00,  the  only  other  charges  you  will 
incur  is  a  $3.00  service  charge  for  each  order  to 
any  one  recipient  for  as  many  bottles  as  you 
wish.  The  price  you  pay  is  the  retail  price  of  our 
selected  brand.  There  is  no  other  charge  tacked 
on  to  your  gift. 

Each  year,  as  a  lifetime  member,  you  will  receive 
your  directory,  and  as  many  order  forms,  gift 
cards  and  envelopes  as  you  need. 
Whiskey-Cram.  The  legal  way  to  send  a  gift  of 
wine  or  liquor. 


Procter  6c  Gamble's  Prell  and  Head  and 
Shoulders  and  Johnson  &  Johnson's 
Bab)  Shampoo. 

Likewise  Lederle.  The  drug  division 
now  contributes  a  bare  6  cents  on  the 
sales  dollar,  compared  with  17  cents  at 
Schering-Plough,  16  cents  at  Merck,  15 
cents  at  Eli  Lilly  and  11  cents  as  Smith- 
Kline.  Similarly,  Davis  &  Geek  was  once 
the  market  leader  in  sutures.  Toda\  it  s  a 
distant  second  to  Johnson  &  Johnson. 

Not  surprisingly,  investors  have  taken 
a  rather  dim  view  of  the  company.  In 
spite  of  the  fact  that  it  is  in  several 
glamour  businesses — pharmaceuticals 
and  beauty  products  in  particular — it 
hasn't  sold  much  above  book  value  in 
recent  years. 


".  . .  The  problem  seemed  to 
be  its  old-school  system  of 
management,  top-heavy  with 
cautious  chemists  .  . ." 


The  problem  seemed  to  be  Cyana- 
mid's  old-school  system  of  management, 
top-heavy  with  cautious  chemists.  It  is  a 
system  that  has  frowned  on  specialists, 
one  which  ran  on  the  principle  that  a 
Cyanamid  manager  could  manage  any- 
thing. A  top  executive  typically  might 
run  the  real  estate  division  for  a  few 
years — or  until  it  got  into  trouble — then 
be  promoted  to  president  of  the  Europe- 
Mideast/Africa  division. 

Now  for  the  punch  line. 

In  1975  the  latest  of  the  conservative 
chemists,  Dr.  Affleck,  made  a  radical 
departure.  He  hired  a  headhunter  and 
told  him  to  find  some  top-notch  market- 
ing brains.  A  specialist. 

Result:  Morgan  V.  Hunter,  non- 
Princeton,  nonchemist,  non-Cyanamid, 
left  Procter  &  Gamble,  where  he  had 
risen  to  vice  president  in  18  years.  Mor- 
gan's assignment  was  to  run  Cyanamid's 
growing  stable  of  consumer  products. 
Later  he  was  also  put  in  charge  of  corpo- 
rate and  commercial  development,  with 
the  understanding  that  he  had  a  good 
shot  at  becoming  president. 

Further  result:  After  just  two  years 
Morgan  Hunter  quit  last  month  to  take 
over  as  president  and  chief  operating 
officer  of  the  R.J.  Reynolds  Tobacco  Co. 
He  told  Forbes:  "The  realities  were  too 
clear.  I'm  from  the  school  of  manage- 
ment that  says  you  should  know  some- 
thing about  what  you  are  managing.  I 
don't  know  anything  about  chemicals, 
and  I  haven't  grown  up  at  Cyanamid. 

Moral:  As  Thurman  Arnold  used  to 
say,  Once  the  personality  of  an  organiza- 
tion is  fixed,  it  is  as  difficult  to  change  as 
the  habits  of  an  individual.  The  same 
type  of  men  succeed  each  other,  moved 
by  the  same  attitudes  as  their 
predecessors.  ■ 
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hat  your  home  could  have  in  common 
with  the  Met,  theTate,  and  the  Louvre. 


Claude  Weisbuch's  original  lithograph,  "Don 
Quixote. "  Signed  limited  edition  of  250. 


ohn  Curufi's  original  etching, 

"Winter  Trees. " 
Signed  limited  edition  of  150. 


ihristo's 
original 
hogravh, 
Wrapped 
rmchair. " 
'  limited 
•n  of  100. 


Karel  Appel's  original  lithograph, 
"Woman  with  Bird. " 
Signed  limited  edition  of  WO. 


In  your  own  home,  you  can  exhibit  original 
works  by  artists  who  are  represented  in  the 
world's  great  museums  and  galleries. 

Artists  like  Calder.  Chagall.  Dali.  Miro. 
Picasso. 

At  the  Original  Print  Collectors  Group,  we 
offer  moderately  priced  limited  edition  prints 
by  these  and  other  well-known  artists. 

Our  offerings  include  signed  original 
etchings,  engravings,  lithographs,  woodcuts, 
and  silkscreen  prints. 

Each  print  we  offer  is  signed  and 
numbered  by  the  artist.  Custom -framed. 
Accompanied  by  a  certificate  of 
authenticity  and  a  full  money-back 
guarantee. 

And  each  print  has  been  chosen 
not  only  for  its  beauty  but  for  its 
investment  value. 

(Works  by  the  artists  we  offer 
tend  to  appreciate,  sometimes 
as  much  as  30%  in  a  single  year. 
Perhaps  that's  why  The  Wall  Street 
Journal,  Business  Week,  Money,  AP 
and  UPI  have  quoted  us  as  an 
authority  on  investing  in  art.) 

For  more  information,  send 
in  the  coupon.  There's  no 
obligation. 

You'll  find  out  about  the  special 
pleasure  of  owning  original  art, 
instead  of  just  visiting  it. 


Alexander  Calder's  original  lithograph,  "Candy 
Cane. "  Signed  limited  edition  of  150. 


Emily  Trei'or's  original  etching,  "Holly  Tre 
Signed  limited  edition  of  125. 


in  July. 


Hi 


1  > . .  -.-'-''^ 


omie's  original  woodcut, 
alay  Fishing  House. " 
i  limited  edition  of  150. 


Wilbur  Streech's  original  serigraph, 
"Golden  Afternoon." 
Signed  limited  edition  of  150. 


Gilles  Figuier's  original  lithograph,  "he 
Petit  Maulen."  Signed  limited  edition  of  100. 


Michel  Delacroix's  original  lithograph, 
"Hotel  de  la  Comete. " 
Signed  limited  edition  of  150. 


loan  Mird's 
original 
lithograph, 
"Entre  Chien 
et  Loup, " 
Signed  limited 
edition  of  75. 


Driynal  print  collectors  sroup,Ltd.  $ 

!0  East  56th  Street,  Dept.  F14  ,  New  York,  NY  10022 

]  Please  send  me  your  free  color  brochure  and  your 
lastest  newsletter. 
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Getting  Tough  At  Hertz 

Hertz  Corp.  has  turned  out  to  be  a  triumph  of  RCA's 
new  cold-eyed  management  philosophy. 


The 
Management 
Compensation 
Liroup 

INCORPORATED 

"The  best  things  and  the  best  people 

rise  out  of  their  separateness; 
I'm  agaitist  a  homogenized  society 
because  I  want  the  cream  to  rise!' 

Robert  Frost 

 i  I  We  believe  that  the  only 

— ' — 'I  way  to  encourage  the  cor- 
i  porate  cream  to  rise  is  by 
compensating  it  generously  for 
work  well  done.  We  believe  that 
a  "levelling  out"  philosophy 
not  only  discriminates  against 
highly  talented  top  manage- 
ment executives  but  is  counter- 
productive to  business  generally 
and  ultimately  to  our  way  of  life. 

The  Management  Compen- 
sation Group  is  an  amalgam  of 
highly  successful,  creative  in- 
novators at  the  major  phases  of 
executive  compensation,  with 
pooled  computer  technology 
and  creative  input  unlike  any 
other.  It  offers  not  a  "plan,"  nor 
a  group  of  plans,  but  rather 
an  unparalleled  capability  to 
respond  to  specific  needs  in  the 
design  of  compensation  benefits. 

The  results  to  date  have  been 
dramatic.  Your  compensation 
committee  or  chief  financial 
officer  may  want  to  contact  our 
nearest  office  for  further  details. 

ATLANTA,  GA-BALSER-McCAMISH  AND  COMPANY 
(404)  261-6182,  Tower  Place-Suite  2900 
3340  Peachtree  Road  N  E  ,  Atlanta.  GA  30326 

BOSTON,  MA-SAPERS  &  WALLACK  (617)  542-3177 
99  High  Street,  Boston.  MA  02110 

CHICAGO,  IL-THE  ELLERMAN  COMPANIES 
(312)  564-5600,  500  Skokie  Boulevard 
Northbrook,  IL  60062 

DALLAS,  TX-EMPLOYEE  PLANS  MANAGEMENT  CO 

(214)  522-7464  3606  Maple  Ave  ,  Dallas,  TX  75219 
HOUSTON,  TX-DULWORTH  &  COMPANY 

(713)  222-8383;  1700  Houston  Club  Building, 
Houston  TX  77002 
LOS  ANGELES,  CA-CENTURY  FINANCIAL  CORP. 
(213)  628-0903.  523  W  Sixth  Street 
Los  Angeles.  CA  90014 

MINNEAPOLIS,  MN-McNALLY,  DUNNAVAN 

&  LUND,  INC  (612)  333-7141 

1210  Radisson  Center 

Minneapolis,  MN  55402 
NEW  YORK,  NY-H&R  PHILLIPS,  INC  (212)  593-1100 

150  East  58th  Street.  New  York,  NY  10022 
OMAHA,  NE-MAMMEL-OLSON.SCHROPP.HORN 

&  SWARI7BAUGH  INC  (402)397-7000 

175  Embassy  Plaza,  9110  West  Dodge  Road 

Omaha.  NE  68114 
PHILADELPHIA,  PA-THE  JOHNSON  COMPANIES 

(215)  968-4741.  PO.  Box  8 
Newtown,  Bucks  Co.,  PA  18940 

PORTLAND,  0R-RES0URCE  MANAGEMENT 
CONSULTANTS  (503)  238-6400 
516  S  E  Morrison.  Weatherly  Building, 
Portland.  OR  97214 

SAN  FRANCISCO,  CA-REGAN,  HEALEY  &  REGAN 
(415)  788-6904,  100  Pine  Street-Suite  2875 
San  Francisco,  CA  94111 
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Back  in  1970,  the  Hertz  Corp.  tried 
renting  mobile  homes  on  some  lots 
where  it  also  rented  its  cars.  In  those 
days  Hertz,  RCA  Corp.'s  largest  acquisi- 
tion, was  a  classic  example  of  seat-of-the- 
pants-style  management.  Ideas  were 
tried  if  they  merely  sounded  reasonable, 
and  this  one  sounded  brilliant. 

It  wasn't.  "It  turned  out  to  be  a  13- 
week  business,"  recalls  President  Frank 
Olson.  "For  13  weeks  we  couldn't  keep 
mobile  homes  on  the  lot;  after  Labor 
Day  we  couldn't  give  them  away." 

Hertz  isn't  run  that  way  anymore.  The 
year  after  the  motor-home  fiasco,  parent 
RCA  sent  over  an  executive  vice  presi- 
dent named  Ed  Griffiths  to  look  around. 
When  the  ensuing  bloodbath  was  over, 
24  of  25  top  Hertz  executives  were  gone. 
Sole  survivor:  Frank  Olson. 

Thus  disciplined.  Hertz  went  on  to 
become  an  ornament  to  Griffiths'  career 
and  a  factor  in  his  rise  to  the  presidency 
of  RCA.  The  nation's  largest  car  rental 
company  now  is  also  RCA's  most  profit- 
able acquisition.  Last  month  Hertz  re- 
ported its  14th  consecutive  record  quar- 
ter. At  this  rate  it  should  do  more  than 
$800  million  this  year  (14%  of  RCA's 
estimated  total  revenues  in  1977),  on 
which  it  will  earn  better  than  25%  on 
equity  (1.4  times  as  much  percentage  as 
RCA  as  a  whole).  All  in  all,  a  pretty  good 
demonstration  of  the  efficacy  of  the  cold- 
eyed  school  of  management. 

Olson,  a  45-year-old  accounting- 
trained  executive  who  grew  up  in  the 
rent-a-car  business,  says  he  may  have 
survived  the  purge  of  1971  because  "I 
did  not  let  my  ego  get  in  the  way.  I 
thought  the  things  Ed  was  trying  to  do 
were  reasonable  and  fair  and  I  just  tried 
to  execute  them."  He  ran  the  rent-a-car 
division,  Hertz'  largest,  until  this  year 
when  he  succeeded  Robert  L.  Stone — 
the  man  who  did  much  of  the  actual 
revitalizing  of  Hertz,  but  resigned  ab- 
ruptly when,  RCA  insiders  say,  he  be- 
came too  assertive  with  Griffiths. 

Hertz  was  a  complacent  giant  when 
RCA  took  it  over  in  1967.  Trying  harder, 
Avis  increased  its  share  of  the  car  rental 
market,  at  Hertz'  expense,  to  30%  in  the 
1960s.  (Current  U.S.  estimates:  Hertz 
40%  to  42%,  Avis  28%  to  30%.)  Worse, 
the  explosive  growth  of  the  jet  age  had 
leveled  off,  leaving  Hertz  still  chasing 


revenues  instead  of  profits  and  badly 
overstaffed  in  Europe,  where  Avis  even- 
tually would  become  number  one. 

What  Griffiths,  Stone  and  Olson  have 
proven  since  is  that  renting  cars  is  one 
sweet  deal  if  professionally — and  merci- 
lessly— -managed.  But  the  pruning  re- 
quired was  drastic.  Hertz  cut  its  Europe- 
an fleet  in  half,  sold  off  a  U.S.  parking  lot 
subsidiary,  a  parts  business,  two  conven- 
tion display  firms  and  a  British  limousine 
service  that  featured  Daimlers  driven  by 
liveried  chauffeurs  under  the  authority 
of  the  Queen's  Royal  Warrant. 

Once  pruned,  the  tree  flourished. 
Hertz  found  that  the  rental  fleet  could  be 
much  more  precisely  expanded  or  con- 
tracted, area  by  area  and  month  by 
month,  by  careful  selling  and  buying, 
supplemented  with  short-term  leasing 
from  Detroit.  When  the  automakers 
stopped  giving  fleet  discounts  in  1970, 
Hertz  made  up  for  it  by  retailing,  instead 
of  wholesaling,  its  used  cars.  Now  the 
world's  largest  retailer  of  used  cars,  it 
will  sell  25,000  this  year  for  a  margin 
over  book  value  that  amounts  to  8%  to 
10%  of  pretax  profits.  "They  did  us  a 
favor,  "  says  Olson.  "They  put  us  out  of  a 
lazy  man's  business." 

In  leasing,  the  big  and  largely  un- 
tapped business  on  which  Hertz  is  now 
concentrating,  the  economics  are  even 
better;  under  full-service  leasing  (70%  of 
Hertz'  truck  business),  a  multiple-year 
lease  is  signed  before  the  company  buys 
the  vehicle. 

There  are  constraints.  Rental  cars  are 
a  "lifestyle"  business.  In  Tokyo  or  Cairo 
you  need  a  driver  as  well  as  a  car,  and 
personnel  can't  be  trimmed  or  expanded 
like  a  fleet.  Avis,  after  2*A  years  in  limbo 
following  its  divestiture  by  ITT,  is  now  a 
part  of  ambitious  Norton  Simon,  Inc. 
and  can  be  expected  to  offer  the  stiffest 
competition  in  years. 

The  biggest  cloud  on  the  horizon — 
another  gasoline  shortage — is  imponder- 
able. In  the  1973  energy  crisis,  Hertz 
kept  its  fleet  rolling  only  through  frantic 
wheeling  and  dealing.  In  a  future  crisis, 
Olson  assumes  the  worst — that  rationing 
is  almost  a  foregone  conclusion.  If  Wash- 
ington concludes  that  a  rented  car  is  a 
luxury  instead  of  a  necessity,  says  Olson, 
"our  contingency  plans  are  to  educate 
the  government."  ■ 
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Wherever  in  the  world  you 
do  business  a  station-to-station  call 
is  the  cheapest  way  toget  there 


Station-to-station 

Person-to-person 

ranee 
taly 

iermany 

$6.75 

$12JD0 

ipan 

Australia 

tiilippines 

$9.00 

$12.00 

Inited  Kingdom 

$5.40 

$9,60 

atiOn  rateS  are  available  tO  mOSt  COUntrieS  Of  the  Ra,es  Suo,ed  are  3 -minute  daytime  rates  and  do  not  include  tax 

)rld.  And  to  some  countries  you  can  save  even  more  when  you  call 
ition-to-station  on  nights  or  Sunday.  For  instance,  if  you  call  the 

lited  Kingdom  nights  or  Sunday  it's  only  $4.05.  Collect  calls  are  usually  KT^J 

cepted  only  at  the  person-to-person  rate.  Telephone  Company  credit  Jj"- 

rds  are  honored  for  calls  from  the  U.S.  to  all  countries.  Bell  S  ^StelTl 


Faces  Behind  The  Figures 


No  More  Frontiers 

If  celebrated  aircraft  designer  Clarence 
L.  (Kelly)  Johnson  is  right — and  there 
aren't  many  who  have  the  credentials  to 
dispute  him — the  supersonic  Concorde 
has  no  real  future,  and  very  few  airline 
passengers  are  ever  likely  to  be  traveling 
much  faster  than  they  do  today  in  wide- 
bodied  jets  such  as  the  Boeing  747,  the 
Douglas  DC- 10  and  the  Lockheed  L- 
1011,  about  600  mph. 

Johnson  has  nothing  against  speed.  In 
his  44-year  career  at  Lockheed  Corp.,  he 
led  design  teams  that  created  such  high- 
performing  airplanes  as  the  P-38  Light- 
ning of  World  War  II,  the  first  produc- 
tion jet  (the  F-80  Shooting  Star),  the  U-2 
high-altitude  spy  plane  and  the  2,000- 
mph  YF-12A  and  its  variant,  the  SR-71 
Blackbird,  the  world's  fastest  jet. 

But  in  the  future  Johnson  thinks  it's 
going  to  be  more  difficult  to  make  giant 
technological  leaps.  During  a  recent  in- 
terview in  the  trophy-choked  den  of  his 
home  high  in  the  hills  overlooking  Los 
Angeles'  San  Fernando  Valley,  Johnson, 
who  is  now  67,  philosophized:  "All 
modes  of  transportation,  including  air- 
planes, have  reached  a  stable  point  in 
terms  of  size  and  speed.  " 

As  he  sees  it,  for  commercial  trans- 
ports the  plateau  is  today's  subsonic- 
speed  jets,  and  the  reason  involves  the 
interrelationship  of  economics  and  tech- 
nology. As  the  British-French  superson- 
ic Concorde  demonstrates,  engineers 
know  how  to  build  a  faster  passenger 
airplane,  but,  as  Johnson  added — and 
the  Concorde's  heavy  losses  validate — 
"It's  not  worth  it."  People  just  aren't 
interested  in  paying  enough  to  go  faster. 
With  prices  for  a  round  trip  across  the 
Atlantic  dropping  to  under  $250,  John- 
son thinks  the  public  is  already  getting  a 
good  bargain  from  the  engine  and  air- 
frame accomplishments  embodied  in  the 
latest  transport  models. 

Johnson  thinks  some  of  the  most  dra- 
matic improvements  in  aircraft  perfor- 
mance could  now  come  from  the  way 
they're  flown  rather  that  from  how 
they're  designed.  For  example,  he  be- 
lieves the  way  to  solve  both  the  Con- 
corde's takeoff  noise  problems  and  its 
range  limitations  would  be  to  develop 
the  same  type  of  mid-air  refueling  for  it 
that's  commonplace  for  military  aircraft. 
(By  taking  off  with  a  light  fuel  load,  the 
Concorde  wouldn't  have  to  use  its  thun- 
derous afterburners.) 

Another  Johnson  idea  that  might  also 
bring  a  few  beads  of  sweat  to  a  passen- 
ger's brow  is  to  improve  operating  eco- 
nomics in  subsonic  transports  by  cutting 


down  on  the  amount  of  reserve  fueT  that 
must  be  lugged  along  under  current  reg- 
ulations. He  believes  more  reliance 
should  be  placed  on  advanced  blind 
landing  systems  in  case  of  bad  weather, 
rather  than  on  flying  to  alternate 
airports. 

Retired  from  full-time  work  for  close 
to  three  years,  the  courtly  Johnson  still 
puts  in  half-days  two  to  three  times  a 
week  as  a  senior  adviser  at  Lockheed's 
advanced  development  projects  facility 
in  nearby  Burbank — commonly  known 
as  the  Skunk  Works,  from  a  reference  in 
the  Li'l  Abner  comic  strip.  "I  work  on 
what  I  like  to  work  on,"  he  smiled.  He 
won't  say  what,  but  industry  scuttlebutt 
has  it  that  he  is  deeply  involved  in  the 


design  of  what  is  called  a  "stealth"  air- 
plane for  the  Defense  Department.  It's 
supposed  to  use  a  wide  variety  of  con- 
struction tricks  and  equipment  that 
serve  to  make  it  as  close  to  silent  and 
invisible  as  possible. 

In  the  twilight  of  his  own  career,  John- 
son is  subdued  as  he  reflects  upon  the 
state  of  aeronautical  technology — which 
is  reaching  a  twilight  of  its  own — when  it 
seems  to  be  more  exciting  to  look  back- 
ward than  forward.  If  he  were  entering 
engineering  school  today,  he  says  he 
probably  wouldn't  go  into  aeronautics. 
He'd  probably  pick  something  having  to 
do  with  computers  or  lasers.  "Lasers," 
he  repeated.  "There's  going  to  be  a  lot 
happening  with  them."  ■ 


High  And  Mighty:  Kelly  Johnson's  den  bulges  with  awards  he  has  won  for  designing 
revolutionary  aircraft.  Now  those  kinds  of  breakthroughs  are  getting  tougher. 
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If  you're  serious  about 
accurately  projecting  your 

company's  risk- and  reducing 
cost -come  to  James. 

We  wrote  the  book! 


he  James  Bottom  Line 
1  pproach.  It's  the  original  and 
I  y  far  the  most  accurate  and 
pmprehensive  method  of 
Scientifically  forecasting  com- 
■janies'  future  risk  potential.  And 
W  determi  ni  ng  the  most  efficient 
nd  economical  way  of  1  cover- 
Ig"  that  risk. 

lie  James  Bottom  Line 

pproach  was  created  by  Dr.  Tom 
'  'Hen.  one  of  the  country's  fore- 
||  tost  risk  specialists.  The 
!  ; atistical  procedures  pioneered 

/  Dr.  Allen  form  the  basis  for  all 
i  liodern  quantitative  approaches 
jjlli  risk  analysis. 

mailable  throughout  the 
ountry.  All  of  Dr.  Allen's  in-depth 
howledge  and  experience  are 
Jilt  into  The  James  Bottom  Line 


Approach.  And  The  James 
Bottom  Line  Approach  is  avail- 
able to  you  —throughout  the 
country.  We  have  a  Bottom  Line 
team  of  professionals  in  every 
region  of  the  U.S. -plus  experts 
in  corporate  finance,  statistics, 
actuarial  science,  econometrics, 
mathematics,  and  operations 
research,  all  of  whom  have  Ph.  D's 
or  Master's  Degrees  in  their 
specialties. 

The  James  Bottom  Line 
regional  team  will  go  right  to  your 
company  and  work  directly  with 
you  to  give  you  a  clear,  concise 
picture  of  your  company's  risk 


exposure.  Along  with  all  the 
information  you  need  to  select 
the  best  method  of  protection  for 
your  unique  circumstances. 

Comprehensive  risk  evaluation. 

First,  you  will  get  a  quantitative 
analysis  of  your  company's 
pattern  of  losses.  Second,  various 
protection  plans  will  be  pre- 
sented to  you.  Finally,  you  will 
get  a  bottom-line  cost  comparison 
for  handling  the  program - 


whether  it's  Guaranteed  Cost, 
Standard  Retro,  Self-Insurance, 
Cash  Flow  or  Captive.  And,  of 
course,  James  is  fully  prepared 
to  implement  any  one  of  these 
programs. 

If  the  cost  of  your  cu rrent 
method  of  covering  risk  is  sub- 
stantial, the  chances  are  you  will 
benefit  greatly  by  discussing  your 
situation  with  us.  Contact  any  of 
the  more  than  50  James  offices 
for  further  information.  Or,  write 
directly  to  Dr.  Tom  Allen,  Fred.  S. 
James  &  Co.,  Inc.,  55  Water 
Street,  New  York,  N.Y.  10041. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 


Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World. 
"Service-in-Depth" 


Faces  Behind  The  Figures 


Selling  Joe  Girard 

Joe  Girard  was  down  on  his  knees, 
praying.  Outside  the  door  to  his  house,  a 
man  was  insistently  ringing  the  doorbell. 
"I  knew  who  was  out  there,"  says  Girard 
now.  "He  was  trying  to  serve  me  papers 
to  foreclose  on  my  house  and  trying  to 
grab  my  car.  I  got  on  my  knees  and  said, 
'Dear  Lord,  help  me.  I  can't  take  any 
more  of  this.'  "  The  man  went  away,  and 
the  next  day  Joe  Girard  went  out  and  got 
a  job  selling  cars.  Eventually  he  paid  off 
his  debts  (accumulated  in  a  failing  con- 
struction business)  and  has  since  become 
a  wealthy  man. 

His  secret?  Selling  service,  he  says, 
along  with  his  cars.  "When  you  buy  from 
me,  you  bought  two  things,  you  bought  a 
car  and  you  bought  Joe  Girard,"  he  says. 
According  to  Detroiter  Girard,  65%  of 
the  business  he  does  now  is  in  resales; 
customers  who  have  come  back  because 
he  has  seen  that  they  got  proper  service 
for  their  cars.  All  of  which  has  made  him 
the  most  successful  car  and  truck  sales- 
man in  the  world.  The  Guinness  Book  of 
World  Records  (1977)  lists  Girard's  1973 
feat  of  peddling  1,425  cars  and  trucks  (for 
Merollis  Chevrolet  of  East  Detroit)  in 
one  year  as  the  alltime  auto  selling  rec- 


ord. His  commissions  that  year  totaled 
$189,000,  and  he  has  sold  more  cars  than 
anyone  else  in  the  world  every  year  since 
1966,  just  three  years  after  he  lost  all  his 
money  in  the  construction  business. 

Girard,  now  49,  grew  up  in  a  tough 
section  of  Detroit,  was  kicked  out  of  high 
school,  and  by  his  own  count  lost  40  jobs 
before  getting  into  his  own  business.  His 
problem?  "When  I  was  a  kid,  I  was  a 
ruffian.  I  had  a  bad  attitude  and  I  got 
fired  from  every  job,"  he  says.  "The 
change  came  at  35  when  I  blew  every- 
thing. When  I  first  started  selling  [cars], 
I  was  hungry  and  I  looked  at  everybody 
like  a  bag  of  groceries."  But  he  says  he 
soon  learned  that  the  most  important 
thing  in  selling  was  being  nice  to  people: 
"Don't  ever  hurt  nobody,  because  what- 
ever you  do  to  people  will  come  back  to 
you  tenfold." 

The  National  Automobile  Dealers'  As- 
sociation reports  that  total  sales  of  cars 
and  trucks  this  year  will  probably  top  the 
record  set  in  1973.  So  is  supersalesman 
Joe  Girard  out  to  break  his  own  record? 
No.  By  his  own  account,  he  will  be  lucky 
to  sell  900  vehicles  this  year,  and  the 
reason  is  that  he  is  spending  only  60%  of 
his  working  time  selling  cars.  The  rest  of 
the  time  he  is  hard  at  work  selling  Joe 


Supersalesman:  Joe  Girard  has  gone 
from  selling  new  homes  (badly)  to 
selling  new  cars  (brilliantly). 


Girard:  A  Joe  Girard  sales-technique 
film  series,  a  Joe  Girard  sales-training 
program  and  a  new  Joe  Girard  book  (to 
be  published  around  the  first  of  the 
year).  The  title?  How  to  Sell  Anything  to 
Anyone.  ■ 


Mr.  Fix-It:  Etienne  Davignon's  portfolio 
includes  all  of  Europe's  sick  industries. 
Current  patients  are  steel  and  fibers. 


Take  Your  (Ugh!) 
Pills,  Boys 

Etienne  Davignon  designs  cartels  for  a 
living.  Having  finished  devising  a  system 
of  gentlemen's  agreements  for  the  Euro- 
pean steel  industry,  he  is  turning  his 
attention  to  synthetic  fibers. 

Davignon  has  no  worries  about  going 
to  jail  or  being  fined  for  illegal  price- 
fixing.  He  is  the  European  Economic 
Community's  industry  commissioner. 
Fixing  prices  and  divvying  up  markets  is 
his  job. 

A  Belgian  aristocrat,  Davignon,  45, 
comes  from  a  family  of  diplomats  and  has 
already  spearheaded  EEC  efforts  at  po- 
litical cooperation  and  served  as  board 
chairman  of  the  International  Energy 
Agency. 

In  his  steel  job,  Davignon  has  "per- 
suaded" the  Japanese  to  limit  their  steel 
exports  to  the  EEC,  but  he  has  had  less 
success  getting  European  steelmakers  to 
go  his  way.  Last  spring  he  set  production 
quotas  and  floor  prices  to  keep  compa- 
nies from  continuing  to  build  up  their 
stocks  in  the  midst  of  the  glut.  But  now 
most  European  producers — never  mind 
importers — are  undercutting  minimum 
prices. 

The  long-term  portion  of  the  commis- 
sioner's plan  will  prove  a  far  more  bitter 


pill  because  it  involves  Europe's  most 
sensitive  domestic  issue:  jobs.  Davignon 
has  told  steelmakers  they  should  build 
no  new  capacity  unless  old  plants  are 
closed — and  is  going  to  refuse  EEC 
funds  for  expansions  he  doesn't  approve 
of.  He  may  even  use  a  never-enforced 
EEC  law  prohibiting  state  aid  to  steel 
(which  goes  on  all  over  Europe)  to  halt 
building  programs. 

The  Italian  government  promised  the 
depressed  southern  district  of  Calabria  a 
big  new  plant,  and  British  Steel  Corp. 
has  huge  expansion  plans,  too.  The  trou- 
ble is,  closing  down  the  older  mills  to 
make  that  possible  would  mean  a  signifi- 
cant loss  in  jobs. 

The  fibers  dilemma  is  much  the  same. 
British,  German  and  Dutch  producers 
say  they  are  cutting  back,  but  the  French 
and  Italians  have  been  stalling.  Mean- 
while, France's  Rhone-Poulenc  and  It- 
aly's Montedison  alone  are  expected  to 
lose  $235  million  fibers  this  year. 

Davignon  trots  out  some  jolting  statis- 
tics to  justify  the  surgery  he  prescribes. 
He  says  Europe  may  need  to  ax  100,000 
jobs  in  steel  before  the  industry  will  be 
healthy  again.  And  with  a  $900-million 
loss  likely  this  year  in  European  fibers, 
the  massive  layoffs  already  taking  place 
in  that  sector  are  probably  just  the 
beginning.  ■ 
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Anniversary 
newsworthy? 


Ten  years  ago, Oct. 24,1 967,Gannett  went  public.  And  we 
have  been  making  news  ever  since. 

In  1967,  Gannett  published  28  daily  newspapers.  Today, 
we  publish  73  different  daily  newspapers  with  circulation  of 
nearly  3,000,000  in  28  states  and  on  the  island  of  Guam. 
That  makes  us  the  nation's  numerically  largest  and  geo- 
graphically most  widespread  newspaper  group. 

Since  1967,  reporters,  photographers  and  editors  of 
Gannett  newspapers  have  won 
more  than  2,000  awards  for  jour- 
nalistic excellence,  including  two 
Pulitzer  Prizes. 

Since  1967,  Gannett  has 
achieved  40  consecutive  quar- 
terly earnings  gains.  Annual  reve- 
nues have  grown  from  $110  mil- 
lion to  more  than  $500  million. 
Earnings  per  share  have  gained 
from  55  cents  in  1966  to  $2  22  in 
1976.  Dividends  have  increased 
from  22  cents  per  share  in  1966 
to  $1 .20. 

How  can  Gannett  maintain  that 
pace? 

We  produce  and  sell  products 
that  are  vital  to  millions  of  readers 
and  thousands  of  advertisers. 


We  do  business  in  medium-sized  growth  markets— from 
Burlington  to  Boise,  Huntington  to  Honolulu,  Niagara  Falls 
to  Nashville,  Rochester  to  Reno,  Shreveport  to  Santa  Fe. 

We  are  geographically  diversified  nationwide,  protected 
against  the  uncertainties  of  any  local,  state  or  regional 
economy. 

Despite  these  uncertain  times,  the  free  press  certainly 
continues  thriving  throughout  America.  And  Gannett  is 
thriving  with  it. 

In  fact,  the  outlook  for  Gannett 
newspapers  never  has  been  bet- 
ter—from New  York  State  to  Cali- 
fornia, Florida  to  Arizona,  Illinois 
to  Texas,  Minnesota  to  Oklahoma, 
Michigan  to  Oregon. 

To  learn  more  about  the 
exciting  responsibilities  and 
rewards  of  America's  newspa- 
pers, write  for  a  free  copy  of 
"Newspapers:  Your  Freedom 
Wrapper,"  care  of  Director  of  In- 
formation, Gannett  Co.,  Inc., 
Rochester,  New  York  1 4604. 


Gannett 

A  World  of  Different  Newspapers 


Faces  Behind  The  Figures 


Rhetoric  And  Reality 

Lt.  Gen.  Olusegun  Obasanjo,  the  40- 
year-old  military  ruler  of  Nigeria,  re- 
ceived Rill  honors  on  a  state  visit  to 
Washington  last  month.  More  than  that, 
President  Carter  is  going  to  return  the 
visit  Nov.  24  and  25,  spending  Thanks- 
giving in  Lagos.  Obasanjo  and  his  nation, 
which  is  Africa's  most  populous,  are  the 
key  to  Carter's  new  African  policy  that 
favors  black  Africa  more  than  South 
Africa. 

Obasanjo  received  a  less-glowing  wel- 
come from  the  American  business  com- 
munity, however.  Not  that  businessmen 
were  hostile.  But,  speaking  to  top  busi- 
ness leaders  in  New  York,  he  chose  to 
make  a  political  speech  rather  than  talk 
about  business  opportunities.  Yes,  we 
want  U.S.  investment,  he  said,  but  in 
the  next  breath,  the  General  added 
conditions. 

"We  are  screening  all  firms  to  see  if 
they  do  business  with  Southern  Africa," 
Obasanjo  told  the  businessmen.  If  they 
do,  he  said,  "They  must  end  their  eco- 
nomic interest  in  Southern  Africa  or  at 
least  do  nothing  to  expand  it."  The  U.S. 
businessmen  who  were  present  asked  no 


questions  and  made  no  comments.  They 
were  certainly  aware  that  such  a  boycott 
would  undoubtedly  violate  new  U.S.  law 
on  such  matters.  Perhaps  they  were  also 
aware  that  Nigeria  has  been  less  than 
consistent  in  its  own  attitudes  toward 
South  Africa. 

The  largest  oil  producer  in  Nigeria  is 
the  British  combine  Shell-British  Petro- 
leum. It  also  has  extensive  operations  in 
South  Africa.  Both  ventures  proceed  un- 
disturbed. More  specifically,  Collins  Ra- 
dio,  a  division  of  Rockwell  International, 
is  winding  up  contract  negotiations  to 
sell  communications  equipment  to  the 
Nigerian  military  for  use  on  trucks.  One 
purchase  contract  presented  by  the  Ni- 
gerians contained  a  clause  whereby  Col- 
lins would  pledge  not  to  do  business  with 
South  Africa.  The  Collins  negotiators 
huddled  with  their  lawyers  and  conclud- 
ed that  U.S.  law  prevented  their  signing 
such  a  statement.  So  the  Nigerians  took 
back  the  contract  and  resubmitted  it — 
minus  the  South  African  exclusion 
clause. 

The  truth  is  that  U.S.  business  has 
$1.6  billion  invested  in  South  Africa.  It  is 
not  adding  new  investment  to  that 
amount  because  of  its  doubts  about 


Invest  In  Nigeria?  Certainly,  says  its 
military  ruler  Gen.  Obasanjo — but  also 
be  prepared  to  shun  South  Africa. 


South  Africa's  future.  U.S.  business  has 
$340  million  invested  in  Nigeria.  It  is  not 
increasing  that  stake  because  of  restric- 
tions imposed  by  Nigeria  on  foreign  in- 
vestors, such  as  the  rule  limiting  foreign 
participation  in  most  businesses  to  a  40% 
minority.  Political  declarations  from 
touring  heads  of  state  are  not  investment 
incentives.  ■ 


Big  Hand  For 
Small  Business? 

Vernon  Weaver,  55,  has  just  the  right 
Carterian  credentials  for  his  new  job  as 
head  of  the  Small  Business  Administra- 
tion. He  learned  the  entrepreneurial 
ropes  at  his  family's  Miami-based  Vene- 
tian blind  firm,  and  he  is  a  Naval  Acade- 
my classmate  of  the  President.  Weaver 
comes  to  Washington  after  five  years  as 
president  of  Union  Life  Insurance  Co. — 
owned  by  another  Annapolis  buddy  and 
key  Carter  fund  raiser,  Little  Rock  inves- 
tor Jack  Stephens. 

Already,  Weaver's  down-home  aura  is 
helping  his  agency's  clientele.  Small 
business  leaders  have  met  privately  with 
Carter  (who  got  a  $175,000  SBA  loan 
himself  back  in  1962)  and  key  cabinet 
members;  the  small  businessmen  also 
get  a  monthly  gripe  session  with  domes- 
tic policy  chief  Stuart  Eizenstat.  One 
early  result:  little-guy  exemptions  from 
many  Occupational  Safety  &  Health  Ad- 
ministration regulations. 

Weaver's  main  goal,  however,  is  more 
ambitious.  "I'm  trying  to  make  it  possi- 
ble for  small  business  to  get  capital 


Down-Home  Ciout:  SBA  chief  Vernon 
Weaver's  ties  to  Jimmy  Carter  should 
be  of  help  to  small  businessmen. 


again,"  he  explains,  citing  a  need  for  tax 
and  securities  law  reforms.  The  4,300- 
person  SBA,  of  course,  is  primarily  a 
lending  and  loan  guaranty  body  with  no 
policy  authority  in  either  area.  But 
Weaver's  White  House  entree  may  give 
it  new  clout. 

"The  biggest  issue — capital  gains  re- 
form— looks  pretty  bad,"  he  admits,  and 
then  adds  quickly,  "but  the  President's 
tax  package  will  have  some  breaks  for 
small  business.  We're  trying  to  get  a 
venture-capital  exemption  similar  to  the 
one  for  residences.  If  you  took  your  mon- 
ey out  of  a  new  business,  the  gain 
wouldn't  be  taxed  if  you  reinvested  in 
another  one.  Also,  we'd  like  to  raise  the 
entry  point  for  the  48%  corporate  tax 
rate  above  $50,000." 

While  Weaver  aims  for  more  policy 
input,  his  agency — a  kind  of  scaled-down 
successor  to  Herbert  Hoover's  Recon- 
struction Finance  Corp. — continues 
lending  money.  Ironically,  a  few  con- 
gressmen and  economists  now  believe 
that  expanding  its  $8-billion  portfolio 
might  create  jobs  more  effectively  than 
some  public  service  programs.  "We're 
working  to  develop  data  on  that  right 
now,"  concludes  Weaver.  "When  I  can 
prove  that  we  get  a  certain  number  of 
jobs  out  of  a  certain  number  of  loans,  you 
can  be  sure  I'll  be  over  at  the  White 
House  yelling  about  it."  ■ 
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The  FORBES 

30th  Annual  Report 

on  American  Industry 


This  annual  reference  issue  analyzes  more  than 
900  of  America's  largest  corporations  based  on 
the  exclusive  FORBES  statistical  yardsticks  of 
management  performance.  Companies  are 
ranked  in  the  following  lists:  profitability,  growth 
and  stock  market  performance.  These  leading 
firms  are  also  arranged  by  industry  groups  and 
sub-groups  and  ranked  against  their  competitors. 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  in  the  major  management 
community  —  and  why. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
December  5,  1977 
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If  you're  going 
to  have  ups  and  downs, 
here's  the  kind  to  have. 


Common  Dividend  Rate  at  Year-End 

$2.25 

$1.75 

$1.20 


Ratio  of  Dividends  Paid  to  Earnings 

53.8% 

46.1% 


42.6% 


31.1% 


26.6% 

'74 

75 

27.3% 


1976  Net  Sales:  S1 .6  Billion  1976  Return  on  Total  Capital:  13.1% 

1976  Earnings  Per  Share:  $7.06      1976  Return  on  Stockholders'  Equity:  18.6% 


Dividends  up.  Payout 
ratio  down.  We  think  it 
says  a  lot  about  the 
financial  strength  of 
Northwest  Industries. 
Also  about  the  quality  of 
our  dividend. 

Especially  when  you 
consider  that  the  portion 
of  our  earnings  that  went 
to  pay  dividends  in  1976 
was  27.3%— compared 
with  53.8%  in  1971. 

And  on  May  1 0  of  this 
year,  our  Board  of 
Directors  raised  the 
common  dividend  for 
the  seventh  consecutive 
year— to  an  annual  rate 
of  $2.85  per  share,  an 
increase  of  27%. 

Through  dividends 
our  stockholders  benefit 
directly  and  immediately 
from  our  earnings 
growth.  And  our  earnings 
per  share  have  grown 
from  $1.06  in  1968  to 
$7.06  inl976-an 
annual  compound  growth 
rate  of  26.7%.  The 
Standard  &  Poor's  400 
compounded  at  about 
7%  over  this  period. 

Significantly,  we've 
compiled  our  earnings 
record  during  a  period 
which  saw  the  economy 
experience  its  own  ups 
and  downs.  We  were  able 
to  keep  our  earnings 
moving  forward  because 
we  operate  a  balanced 


team  of  companies  that 
make  many  products  that 
are  likely  to  be  in 
demand  in  bad  times  as 
well  as  good.  Things  like 
auto  replacement 
batteries,  underwear, 
boots,  Scotch,  connect- 
ing devices,  lamp  ballasts 
and  tubular  steel  for  the 
oil  industry. 

Funds  for  Growth 

Besides  paying 
dividends,  our  earnings 
help  pave  the  way  for 
future  growth  by  provid- 
ing the  funds  we  need  for 
expansion.  Over  the  past 
two  years,  for  example, 
we've  spent  over  $200 


million  to  expand  and 
modernize  our  produc- 
tion facilities— and  we  did 
it  almost  entirely  with  our 
own  cash.  Our  investment 
criteria  require  that 
projects  hold  the  likeli- 
hood of  achieving  a 
discounted  cash  flow 
rate  of  return  of  more 
than  1 5%  after  taxes. 

These  investments 
have  contributed  to  the 
regular  improvement  in 
our  return  on  total 
capital,  which  reached 
13.1%  in  1976.  Our 
return  on  stockholder 
equity  at  the  end  of  1 976 


was  18.6%,  compared  to 
approximately  1 4%  for 
the  S&P  400. 

Increased  Liquidity 

Our  rising  dividend 
has  prompted  the 
holders  of  our  convertible 
preferred  securities  to 
convert  to  our  common 
stock.  Since  January  1 , 
1 975,  approximately  85% 
of  the  preferred  shares 
outstanding  at  that  time 
have  been  converted. 
Common  stock  now 
amounts  to  about  90%  of 
all  our  common  and 
equivalent  shares.  These 
conversions  have  simpli- 
fied our  capital  structure 
and  increased  our  market 
liquidity. 

Our  objective  is  to 
increase  our  dividend 
regularly  in  the  years 
ahead— provided,  of 
course,  that  our  earnings 
justify  it.  And  we  want  to 
keep  our  dividend  payout 
ratio  to  earnings  at 
around  30%,  a  level  that 
will  maintain  the  quality 
of  the  dividend  and  also 
fund  our  growth. 

You  can  learn  more 
about  us  by  writing  for 
our  annual  report  or  our 
SEC  Form  10-Kto6300 
Sears  Tower,  Chicago, 
IL  60606. 
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FORBES  Money  And  Investments 


The  Economy 


Fighting  Inflation:  The  News  isn't  All  Bad 


Unions  were  once  most  people's  favorite  villain  in  inflation. 
Big  increases  in  take-home  pay  pulled  out  of  management  by 
organized  labor  were  charged  in  very  large  measure  for  the 
spiraling  evils  of  inflation  (except  for  1973-74,  when  OPEC 
extortion  got  the  blame). 

Wages  will  not  be  a  big  problem  next  year,  however.  This  is 
not  because  the  unions  will  be  willing  to  settle  for  less — 
although  that  could  come  later.  The  reason  is  that  fewer 
collective  bargaining  contracts  are  up  for  negotiation  in  1978. 
Consequently,  there  will  be  fewer  big  surges  in  payments  and 
more  of  the  usually  moderate  second-year  and  third-year 
adjustments. 

The  reason  for  this  is  that  most  of  these  three-year  contracts 
are  front-end  loaded.  That  is,  the  biggest  boost  comes  in  the 
first  year  and  less  in  the  subsequent  years — a  phenomenon 
creating  a  three-year  cycle  in  wage  increases. 

Six  major  three-year  contracts  have  been  negotiated  so  far 
this  year  (another  four,  affecting  367  million  workers,  remain  to 
be  settled)  covering  1.2  million  workers  in  the  metals,  glass, 
petroleum  and  telephone  industries. 

According  to  the  Labor  Department,  the  average  first-year 
increase  specified  was  8.6%,  with  further  increases  of  5.2%  and 
4.1%  to  be  granted  in  the  second  and  third  years,  respectively. 

The  number  of  collective  bargaining  contracts  up  for  renewal 
in  1978  is  very  small.  By  Bureau  of  Labor  Statistics  count,  in 
the  private  nonfarm  sector  there  are  only  2  million  workers 
covered  by  major  agreements  that  expire  next  year.  This  is  in 


contrast  to  1977  when  4.9  million  workers  were  covered. 

The  majority  of  collective  bargaining  agreements— covering 
80%  of  the  workers — are  three-year  contracts.  Since  there  will 
be  few  of  the  big  first-year  increases  in  such  contracts  and  more 
of  the  second-  and  third-year  moderate  gains,  wages  in  1978 
should  not  provide  a  serious  threat  to  efforts  to  dampen 
inflation. 

Unit  labor  costs  will  be  coming  down  in  1978  as  a  result,  in 
part,  of  the  improved  labor  expenses.  With  output  still  no 
more  than  83%  of  capacity,  there  is  plenty  of  room  for  expan- 
sion in  production  without  offsetting  increases  in  overhead. 

Other  facets  of  the  economy  will  also  be  contributing  to  the 
slowing  of  inflation.  Farm  product  prices  have  already 
dropped.  Some  commentators  have  warned  that  since  grain 
and  meat  prices  have  already  fallen  substantially,  little  more 
relief  is  likely.  Maybe  so,  but  the  size  of  crops  and  carryover  is 
so  huge  that  there  is  little  prospect  of  a  major  runup  in  prices, 
either.  Beef  is  still  coming  down  in  price,  as  are  hogs.  Stability 
in  the  wholesale  price  of  foods  will  begin  to  show  through  in 
the  supermarkets  before  long. 

All  won't  be  rosy  in  1978.  The  minimum  wage  is  going  up 
and  so  is  the  Social  Security  tax — both  inflationary  .  What  the 
nabobs  of  the  Organization  of  Petroleum  Exporting  Countries 
will  do  is  anybody's  guess;  you  certainly  can't  count  on  them  to 
be  reasonable.  Nevertheless,  the  wise  man  looks  at  all  the 
factors  in  a  situation  before  coming  to  a  conclusion,  and  the 
facts  from  the  inflation  front  are  by  no  means  all  bad.  ■ 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Opportunities  For  The  Nimble 

By  Ben  Weberman 

"You  have  to  move  fast  to  get  these  bargains,  because 
only  a  small  number  of  bonds  is  dumped  in  this  manner." 


I  he  bond  market,  like  the  stock  mar- 
ket, nearly  always  goes  to  extremes. 
These  markets  are  emotional.  Given  a 
rise  in  the  market,  people's  greed  is 
aroused  and  they  bid  prices  up  higher 
than  they  deserve  to  go.  Given  a  fall  in 
the  market,  people's  fears  and  insecur- 
ities are  aroused  and  they  want  to  sell — 
or  withhold  buying — in  the  expectation 
of  further  declines. 

That  is  what  we  are  seeing  right  now 
in  the  bond  market.  When  the  sharp 
runup  in  short-term  interest  rates  began 
to  spill  over  into  long-term  yields,  emo- 
tion took  over.  Borrowers  rushed  to  get 
their  issues  to  market  before  prices  rose 
further.  Investors  stepped  back,  hoping 
for  even  juicier  yields.  Thus  the  decline 
in  prices  of  long-term  bonds  went  fur- 
ther than  it  should  have. 

You'd  think  that  big  corporate  borrow- 
ers and  big  institutional  investors  would 
be  cool  types,  resistant  to  this  kind  of 
"tulip  bulb"  hysteria.  Alas,  they  are  not. 
They  are  even  as  you  and  me:  constantly 
needing  reassurance,  nervously  looking 
over  their  shoulders. 

Brief  Bargains 


cool  and  collected, 
realized  that  rising 


Had  they  been 
they  would  have 
long-term  interest  rates  at  this  time 
would  simply  defy  the  law  of  supply  and 
demand.  Supply?  The  supply  side  is 
bullish.  What  with  capital  spending  slug- 
gish and  corporate  liquidity  high,  corpo- 
rations just  don't  need  to  borrow  that 
much.  Demand?  Plenty  of  it,  consider- 
ing the  huge  amounts  of  cash  flowing 
into  institutions  and  their  current  dislike 
and  distrust  of  equity  investments. 

When  demand  is  high  and  supply  is 
weak,  you  expect  rising  prices.  Instead, 
prices  in  the  long-term  bond  market 
have  been  falling — yields  have  been  ris- 
ing. This  is  not  a  situation  that  can  last. 

Mr.  Weberman  is  economies  editor  of 
Forbes  magazine. 


For  people  who  can  keep  their  heads,  it 
is  a  good  buying  juncture.  There  are 
bargains  around.  A  few  months  from  now 
these  bond  prices  will  look  cheap. 

Many  elements  of  strength  do  show 
through  in  the  long-term  bond  markets. 
Short-term  interest  rates,  as  a  direct  re- 
sult of  Federal  Reserve  monetary  policy, 
have  risen  just  under  2%  since  last  May. 
At  that  time,  the  rate  on  overnight  feder- 
al funds,  closely  controlled  by  the  Fed, 
was  4.63%.  Today  the  rate  is  6.5%. 
Three-month  Treasury  bills  rose  in  yield 
from  4.5%  to  6.3%. 

During  the  same  period,  there  has 
been  a  barely  perceptible  change  in  the 
yield  on  long-term  bonds.  At  the  end  of 
April,  long-term  Treasuries,  such  as  the 
7%  of  2007,  were  trading  at  prices  to 
yield  7.67%.  At  the  worst  of  the  market, 
in  early  October,  the  same  issue  had 
yielded  a  trifle  more:  7.77%.  The  entire 
drop  in  price  on  bonds  was  limited 
enough  to  change  the  yield  0.10%.  That 
is  hardly  a  bear  market.  The  difference 
in  price  was  just  over  one  point.  Never- 
theless, it  alarmed  some  people. 

Corporate  bond  market  experience 
was  along  similar  lines.  Bonds  rated  Aa 
in  quality,  such  as  Pacific  Gas  &  Electric, 
sold  with  a  yield  of  8.5%  on  Apr.  21. 
Public  Service  of  Indiana,  the  "Pins," 
came  out  at  a  yield  of  8.25%  in  early- 
October  and  then  "broke"  to  a  yield  of 
8.35%.  That  is  not  a  bear  market,  either. 

Long-term  bonds  did  improve  in  the 
period  between  late  April  and  early  Oc- 
tober. Good  quality  utility  issues  exper- 
ienced a  drop  in  yield  to  8.125%  in  early 
September  before  the  Fed's  pressure  on 
short-term  rates  began  to  take  effect. 
The  current  decline  is  minor.  It  should 
not  last  long. 

For  some  of  the  best  bargains,  consid- 
er taking  advantage  of  underwriters'  er- 
rors in  market  judgment.  In  this  kind  of 
market,  the  underwriting  syndicates  will 
often  break  up  without  having  sold  all  of 
their  merchandise.  When  this  happens, 
the  bonds  immediately — and  I  mean  im- 
mediately— drop  in  price.  They  usually 
go  right  up  again,  but  for  a  brief  time  the 
underwriters'  poison  is  the  investors' 


profit.  You  have  to  move  fast  to  get  these 
bargains,  because  only  a  relatively  small 
number  of  bonds  is  dumped  in  this  man- 
ner. Once  the  syndicate  weak  sisters  un- 
load, prices  invariably  rebound. 

Move  Fast 

Let  me  give  you  a  few  recent  exam- 
ples, one  of  w  hich  I  mentioned  above — 
the  Public  Service  Co.  of  Indiana.  In 
early  October  it  brought  to  market  $85- 
million,  Aa-quality  first  mortgage  bonds 
carrying  a  coupon  of  8V8%  and  priced  at 
98.62  to  yield  8.25%  to  maturity  in  2007. 
Not  many  bonds  were  sold  at  this  level. 
Interest  rates  had  begun  to  rise  and  the 
8.25%  was  left  behind,  with  a  yield  that 
was  too  low  to  sell.  A  week  later,  with 
many  of  the  bonds  still  on  hand,  the 
syndicate  was  terminated.  Every  mem- 
ber of  the  underwriting  group  was  on  his 
own.  Some  lowered  the  price  more  than 
a  point  to  97.50  where  the  yield  was 
8.35%.  That  price  decline  brought  an 
additional  10  basis  points  of  yield.  But 
you  had  to  move  fast:  Within  days  the 
Pins  were  back  to  98,  yielding  8.31%. 

A  Dayton  Power  &  Light  Co.  offering 
on  Oct.  12  had  a  similar  experience. 
First  brought  to  market  at  99.25,  the 
$60-million,  A-rated  8V2%  bonds  due 
2007  carried  a  yield  of  8.57%.  As  the 
market  eroded,  the  underwriting  man- 
ager permitted  a  lapse  in  the  restrictions 
which  require  group  members  to  main- 
tain the  syndicate  price.  From  the  initial 
offering  level,  the  price  fell  to  98. 13,  a 
decline  of  more  than  one  point.  This 
brought  the  offering  yield  to  8.68%.  Be- 
fore long  the  price  was  back  to  99  and  the 
rate  of  return  was  8.59%.  The  investors 
who  managed  to  do  best  were  those  able 
to  get  their  orders  in  fast  enough  to  take 
advantage  of  liquidation  sales. 

I  wouldn't  be  writing  this  if  I  didn't 
believe  that  long-term  interest  rates 
were  soon  going  to  start  dropping 
again — carrying  long-term  bond  prices 
higher.  The  recent  increase  in  yields, 
like  so  many  others  in  the  past  few  years, 
is  only  a  minor  trend  in  a  market  whose 
long  trend  is  toward  lower  bond  yields 
and  higher  bond  prices.  ■ 
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Manufacturers  Hanover 
!  suggests 

four  checkpoints  to 

measure  our  $30-biIlion 

worldwide  organization: 


[vf 


Earnings  Per  Book  Value 

Shared)  Per  Share 


Forward: 


$4  59 

$30  53 


Over  the  last  five  years,  our 
corporation  has  achieved  a  com- 
pound annual  growth  rate  in  per 
share  earnings  of  12  per  cent. 


$4  82  ^-$36  57 

$33  59  


$4  28  ■  $30  53  

S3  40  1  $27  g3  
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( 1 )  Before  security  gains  and  losses 


[^Dividends  •  Our  stock  has  paid  continuous  dividends  for 
more  than  125  years— including  eight  increases  in  the  past  10  years. 

[^^Productivity:  Earnings  per  employee  are  among  the 

highest  of  major  U.S.  banks  operating  a  significant  branch  network. 

H^Judgment:  MHT,  flagship  bank  of  the  corporation, 
has  one  of  the  lowest  loan  loss  ratios  among  major  CIS.  banks. 

Manufacturers  Hanover  Corporation  is  a  diversified  multi-bank 
holding  company  whose  shares  are  listed  on  the  New  York  and  London 
stock  exchanges.  For  a  copy  of  our  annual  report  and  other  financial 
information,  call  or  write  H.  Peers  Brewer,  Vice  President,  Investor 
Relations,  at  350  Park  Avenue,  New  York,  N.Y.  10022.  Tel:  (212)350-3378. 
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The  Banks 


A  Preferred  Position 

".  .  .  If  the  top  100  bank  holding  companies  bought  only 
$50  million  of  preferreds  a  year  each,  demand  would  swell 
to  more  than  twice  last  year's  supply  of  new  issues  .  .  ." 


D 

I  referred  stock  has  long  been  the 
stepchild  of  the  securities  business,  lack- 
ing both  the  speculative  appeal  of  com- 
mon stock  and  the  security  (and  ultimate 
maturity)  of  bonds. 

What  has  kept  preferred  stocks  alive  is 
the  interest  in  them  by  insurance  compa- 
nies and  by  some  sophisticated  corporate 
treasurers  who  use  them  as  temporary 
parking  places  for  extra  cash.  What  the 
treasurers  like  about  preferreds  is  that 
they  pay  dividends  rather  than  interest 
and  thus  qualify  for  the  85%  exemption 
on  intercorporate  dividends.  Put  simply, 
if  a  corporation  owns  a  bond,  it  must  pay 
the  full  corporate  tax  rate  on  the  interest 
received;  if  it  owns  a  preferred,  it  pays 
corporate  income  tax  on  only  15%  of  the 
money — a  maximum  rate  of  7.2%  on  the 
total  income. 

Suddenly  bank  holding  companies  are 
discovering  what  corporate  treasurers 
have  long  known:  that  preferred  stocks 
are  virtually  tax  exempt.  This  being  so, 
they  can  be  used  in  the  same  way  as  tax- 
exempt  bonds,  but  with  the  added  at- 
traction that  preferred  stocks  have  much 
higher  yields  than  good  municipal  bonds 
do.  Banks,  of  course,  want  tax-free  in- 
come as  a  means  of  holding  down  their 
effective  tax  rate. 

The  advantage  of  preferreds  in  this 
context  is  considerable.  In  today's  mar- 
ket a  high-grade  preferred  will  pay  8%  or 
higher.  A  good,  20-year  municipal,  on 
the  other  hand,  will  yield  only  about 
5.6%.  Even  after  paying  the  small  tax 
liability  on  the  preferred  dividend,  the 
yield  advantage  is  overwhelmingly  with 
the  preferred.  (After  the  small  intercor- 
porate dividend  tax,  that  8%  preferred 
yield  would  drop  to  about  7.5%.) 

But  while  preferreds  are  attractive  to 
banks  and  certain  other  institutional  in- 
vestors, they  are  not  necessarily  very 
attractive  to  issuers.  (One  exception  is 
public  utilities,  which  need  money  so 
badly  they  take  it  where  they  can  find  it.) 
Again,  the  reason  is  taxes.  If  General 
Motors  issues  a  bond,  it  can  deduct  the 
interest  cost  from  taxable  income.  Thus 
an  8%  coupon  bond  would  cost  GM  net 
only  a  shade  over  4%.  But  since  pre- 
ferreds pay  "dividends,''  and  dividends 


are  not  a  deductible  expense  (unless  the 
Carter  tax  reforms  change  this),  an  8% 
preferred  costs  just  that — 8%.  For  most 
corporations,  it  is  twice  as  expensive  to 
sell  preferreds  as  to  sell  bonds. 

So,  the  supply  of  new  preferreds  is 
rather  small,  while  demand  is  growing. 
The  result:  Yields  have  begun  to  drop  on 
preferreds,  while  their  prices  are  rising. 
Edwin  S.  Myers  Jr.,  who  heads  Loeb 
Rhoades  &  Co.  's  preferred  stock  depart- 
ment, predicts  that  this  trend  will  contin- 


"  .  .  .They  are  discovering 
that  preferred  stocks  are  vir- 
tually tax  exempt .  .  ." 


ue.  Myers,  generally  conceded  to  be  dean 
of  preferred  stock  traders,  says:  "As  more 
bank  holding  companies  learn  about  the 
merit  of  preferred  ownership,  demand 
will  grow  further  and  yields  will  drop  to 
where  they  will  compare  with  those  on  tax- 
exempt  bonds."  Already,  he  says,  pre- 
ferred yields  are  beginning  to  move  in 
unison  with  the  municipal  market  rather 
than  with  the  corporate  bond  market. 

The  relationship  of  preferred  yields  to 
debt  is  illustrated  by  the  early  October 
sale  of  $50-million  preference  stock  and 
$100-million  first  mortgage  bonds  by 
Consumers  Power  Co.  Moody's  gives 
the  bonds  a  rating  of  Baa  and  the  stock  a 
quality  tag  of  only  Ba — meaning  that  the 
bonds  are  of  considerably  higher  quality 
than  the  preferred.  The  bonds  were  of- 
fered with  a  yield  of  8.7%,  while  the 
preference  stock  carried  a  return  of 
8.92% — pretty  close.  Too  close,  from  a 
standard  legal  view,  to  compensate  for 
the  incremental  risk.  The  claim  of  a  pre- 
ferred stockowner  is,  after  all,  that  of  an 
owner,  not  a  creditor,  and  is  junior  to 
that  of  the  bondholder  in  event  of  de- 
fault. Thus,  for  the  individual  investor, 
the  Consumer  bonds  are  the  better  buy. 
But  a  corporate  investor  would  receive 
so  much  more  generous  an  aftertax  yield 
from  the  preferred  that  it  often  seems 
worth  the  extra  risk. 

Bankers  are  generally  reluctant  to  dis- 


cuss their  ownership  of  preferred  stock. 
This  attitude  probably  relates  to  the 
Glass-Steagall  Law  prohibition  against 
bank  ownership  of  shares  in  nonbanking 
companies.  Actually,  it  is  not  illegal  for 
an  investment  subsidiary  in  a  bank  hold- 
ing company  to  own  preferreds.  Still, 
many  bankers  are  uncomfortable.  First 
National  Bank  of  Chicago,  for  example, 
which  securities  dealers  report  has 
bought  stock  for  its  own  portfolio,  re- 
fuses to  confirm  the  transactions. 

Security  Pacific  Corp.,  on  the  other 
hand,  does  acknowledge  occasional  for- 
ays into  the  preferred  field.  Paul  L. 
Smith,  chairman  of  the  finance  commit- 
tee and  treasurer,  said  that  his  California 
institution  uses  preferred  shares  to  get  a 
"very  favorable  yield  on  hinds  that  may 
be  held  temporarily.  Smith  emphasized 
that  the  Security  Pacific  venture  into 
preferred  is  modest  at  best,  involving 
only  several  million  dollars  at  a  time. 
(The  bank  holding  company's  consolidat- 
ed assets  total  $16.4  billion.) 

BankAmerica  Corp.  says  it  considered 
buying  preferred  stock  for  its  holding 
company  portfolio,  but  decided  against  it 
because,  says  a  spokesman:  "We  have 
plenty  of  other  fish  to  fry,  such  as  leas- 
ing, that  bring  a  better  return  to  holding 
company  subsidiaries." 

Interestingly,  many  banking  officials 
had  not  realized  the  potential  in  pre- 
ferred ownership,  but  became  quite  in- 
terested in  how  to  do  it  when  talking 
with  Forbes.  "I  will  read  your  article 
with  deep  interest  when  it  appears,"  said 
Ethan  A.H.  Shepley  Jr.,  president  of 
Boatmen's  Bancshares,  Inc.  of  St.  Louis. 
One  West  Coast  banker  phoned  his  com- 
pany s  internal  counsel  while  still  on  the 
phone  with  Forbes  to  check  out  the 
legality  of  owning  preferreds. 

All  in  all,  the  prospects  look  good  for 
preferreds.  It  won't  take  a  landslide  to 
move  them.  If  the  top  100  bank  holding 
companies  bought  only  $50  million  a 
year  each — peanuts  by  banking  stan- 
dards— bank  demand  for  preferreds 
would  swell  to  $5  billion — more  than 
twice  last  year's  supply  of  new  issues. 
Think  of  what  that  could  do  to  preferred 
stock  prices!  ■  By  Ben  Weberman 
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Transamenca 
Dividend  Increase 
Continues  for 

16thYear. 

On  September  15th  Transamerica  Corporation  increased  the  annualized 
dividend  rate  on  its  common  stock  to  80  cents  per  share.  This  represents 
a  21  per  cent  increase  over  the  prior  rate. 

Transamerica  common  shareholders  who  have  maintained  their  invest- 
ment have  enjoyed  16  consecutive  years  of  dividend  increases.  A  cash 
dividend  has  been  paid  regularly  since  1934. 


Cents 

80  -       DIVIDENDS  DECLARED  PER  SHARE. 


1961    62     63      64      65      66      67      68      69      70      71      72      73      74      75      76  77 

Note:  Because  the  most  recent  dividend  increase  occurred  in  September,  the  annualized  rate  (8()C|  exceeds  dividends 
declared  during  1977. 


For  your  copies  of  our  latest  annual  and  quarterly  reports,  please  write  to: 
Corporate  Relations  Department. 


Transamenca 

600  Montgomery  Street,  San  Francisco,  CA  94111 


How  to 
get  tax-free 
income 


This  36-page  booklet  tells 
how  municipal  bonds  may 
increase  your  after-tax 
investment  income  by  60 
percent  or  more,  depending 
on  your  tax  bracket. 

It's  yours  free.  Just  mail 
the  coupon. 


Money  And  Investments 


Iree! 

Investing 
for  Tax-Free  Income' 


Call  toll-free  800-243-5000, 
In  Conn.  1-800-882-5577,  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

NF0I I01TF1 

Name  


(please  printi 


Address- 
City  


State- 


.Zip- 
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m  his  generally  dull,  frustrating,  skep- 
tical market  has  now  declined  longer 
without  a  real  rally  than  any  market  in 
years.  The  decline  has  not  been  as  big  as 
it  has  been  long-lasting,  nor  has  it  in- 
cluded all  stocks  nor  seriously  hurt  many 
people.  Because  it  has  been  an  "institu- 
tional' market  rather  than  a  "public" 
market  full  of  popular  excesses,  there  has 
been  no  "selling  climax"  like  those  of  the 
past.  It  is  a  decline  which  has  had  to 
wear  out  rather  than  flash  out. 

There  has  never  been  a  market  diag- 
nosed so  many  different  ways  by  so  many 
different  people  with  so  many  different 
backgrounds.  It  follows  that  there  have 
never  been  so  many  "forced"  opinions 
and  half-baked  opinions.  Many  of  these 
current  ideas  come  from  observers  who 
are  better  informed  and  more  educated 
than  they  are  capable  of  understanding 
pure  speculation  and  the  eccentricities  of 
investment  psychology. 

Many  of  the  academic  interpretations 
about  interest  rates,  inflation,  consumer 
behavior  and  cycles  have  been  worked 
over  so  many  times  that  they  are  shop- 
worn. Some  new  ideas  are  needed,  or 
perhaps  simply  the  ability  to  drift  away 
from  the  old  ones. 

Plenty  Of  Cash 

The  theory  that  some  new  outstanding 
event,  or  news,  is  necessary  to  end  the 
stalemate  in  the  market  is  probably 
wrong.  Al!  we  need  is  a  little  more 
buying  power  to  drown  out  the  gradually 
weakening  selling  power.  There  s  plenty 
of  idle  institutional,  or  public,  cash  to  do 
this;  and  the  impact  of  an  unusual  news 
event  may  not  be  necessary.  It  should 
not  be  forgotten  that  a  market  like  this  is 
also  "vulnerable  to  good  news. 

Some  feel  that  this  stock  market  is 
affected  by  the  political  situation  in 
Washington.  They  point  out  that  Mr. 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  i-  McKinnon  Securities  Inc. 


The  Half-Baked 
Bears 

By  Lucien  O.  Hooper 


Carter  thus  far  has  not  been  able  to  p 
any  of  his  major  policies  into  action,  a| 
that  he  is  the  first  Democratic  Preside 
in  this  century  who  has  not  had  tl 
advantage  of  a  rise  in  stocks  in  the  fh[ 
year  after  his  election.  If  this  is  the  cas 
some  big  accomplishment  by  Mr.  Ca 
ter,  in  the  area  of  energy,  taxation 
international  success,  might  spark  an  i 
terest  in  equities. 

The  thing  that  would  help  most  wou 
be  the  collapse  of  the  Middle  East  J 
cartel,  the  leading  cause  of  all  our  natia 
al  troubles.  Such  an  event  is  inevitabl 
before  too  long;  and  it  would  be  ha 
tened  by  the  enactment  of  a  really  toujj 
and  realistic  energy  program  aimed 
reducing  our  imports  of  petroleum.  Pe 
haps  that's  too  much  to  expect;  but 
seems  to  me  that  the  more  the  Congre 
wrestles  with  this  problem,  the  tough 
the  job  becomes. 


The  Forest,  Not  The  Trees 

I  am  aware  that  those  who  read  tf 
column  expect  specific  buying  and  se 
ing  suggestions — not  a  lot  of  genei 
comment.  There  are  times,  howevfl 
when  the  whole  picture  is  more  impc 
tant  than  the  details — and  this  is  one] 
those  times.  The  specific  issues  do| 
matter  much  till  we  break  this  stol 
market  stalemate. 

Both  Outlet  Co.  and  Archer-Dunici 
Midland  have  been  mentioned  befor 
but  I  would  like  to  call  attention  to  the 
again.  I  like  the  first  on  a  near-ten 
basis,  the  second  for  long-term  growth 

Outlet  Co.  (18)  continues  to  repc 
improved  earnings  from  both  the  1 
broadcasting  division  and  the  reta 
stores.  In  the  first  half  of  the  year,  ca 
solidated  net  earnings  were  49  cents 
share  as  against  36  cents  a  year  ag 
Station  WCMH-TV  of  Columbus,  Oh 
was  the  biggest  contributor  to  net  ear 
ings  in  that  period,  followed  by  the  Ph 
ipsborn  store  chain  in  the  VVashingto 
D.C.  area.  Outlet  sold  WNYS-TV 
Syracuse,  its  smallest  TV  station,  to  e 
able  the  company  to  substitute  a  larg 
and  more  profitable  station  within  U 
number  of  units  allowed  by  law.  The 
seems  to  be  a  good  possibility  that  Out| 
will  earn  around  $3  a  share  for  the  cu 
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nt  fiscal  year,  which  compares  with 
justed  profits  of  $2.33  in  fiscal  1976. 
iough  the  traditional  retail  system  is 
ing  expanded,  the  company's  empha- 
is  toward  TV  broadcasting.  The  last 
arter  (ended  Jan.  31)  is  expected  to  be 
3  best  three  months  in  the  company's 
itory,  with  profits  larger  than  in  any 
svious  full  year. 

I  am  impressed  with  many  things 
out  Archer-Daniels-Midland  (20),  spe- 
iically:  1)  Every  director  and  every  ma- 
executive  of  this  company  owns  a 


. .  All  we  need  is  a  little 
sore  buying  power  to  drown 
lit  the  gradually 
'eakening  selling  power  .  .  ." 

bstantial  number  of  shares  in  it,  which 
|>ans  owner-management.  2)  Since 
j-72  sales  have  increased  from  $700  mil- 
ki  to  $2.1  billion,  earnings  from  $12.8 
llion  to  $61.4  million  (from  49  cents  a 
ire  to  $1.97),  shareholders  from  5,647 
111,213  and  employees  from  3,447  to 
p73.  3)  The  company  is  a  major  dealer 
d  processor  of  corn  and  soybeans,  and, 
bbably  more  than  any  other  company, 
Is  exploiting  the  technology  of  the  low- 
pt  production  of  basic  edible  protein 
feat  and  milk  substitutes  from  soy- 
ins).  As  I  said  before,  I  think  this  is 
s  of  the  real  growth  stocks  of  this 
leration. 

In  an  investment  situation  like  this,  I 
nk  it  is  more  logical  to  buy  the  stocks 
ich  have  shown  the  worst  perfor- 
nce,  pricewise,  during  the  past  year 
.n  those  which  have  done  best.  When 
■  stock  market  turns,  a  stock  like  Unit- 
,  Energy  Resources  (32)  or  Allied 
emical  (43)  will  probably  not  act  as 
jll  as  stocks  like  U.S.  Steel  (29),  Bethle- 
«n  Steel  (18)  or  Phelps  Dodge  (21). 
f  you  are  willing  to  take  some  risks 
h  a  stock  that  represents  an  off-beat 
iiness  and  is  very  depressed,  you 
;ht  consider  Franklin  Mint,  currently 
und  8Vz  vs.  a  high  of  29V2  early  this 
Ir.  This  mail  order  company  is  not 
ng  into  bankruptcy,  nor  is  it  likely  to 
>ort  any  deficits  on  the  basis  of  the 
•sent  outlook. 

feel  that  the  pessimism  about  equi- 
;  is  greatly  overdone.  The  bearish  case 
ut  in  the  open.  Investors  are  stressing 

negative  instead  of  the  positive.  In 
iing  strategy  you  can  almost  always 
(inter  a  stock  market  trend  that  has 
lured  as  long  as  this  decline  has.  ■ 


Get  to  know  Conrac... 


before  the  burglar  hits 


It's  a  good  idea  to  get  to  know  Conrac.  Our  complete  line  of 
burglar,  smoke  and  fire  detection/alarm  equipment  will  help  pro- 
tect your  home,  office  or  business  from  loss  and  damage.  Fire 
and  intrusion  security  is  only  one  of  the  growing  communica- 
tions industries  where  Conrac  is  a  basic  manufacturer  and  mar- 
keter. If  you  know  a  security  system  installer,  ask  him.  He  knows 
us  well... and  the  better  you  know  us,  the  better  you'll  like  what 
we  can  do  for  you. 


CONRAC 


Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N.Y.  10017. 


usiness  managers, 
attorneys  and  fiduciaries 
will  appreciate  this  mid- 
term tax-free*  investment 


and  its  check  withdrawals. 


If  you  advise  others  or  manage  their 
funds,  you'd  be  well  advised  to  learn  about 
our  fund.  The  average  maturity  of  our 
managed  portfolio  of  municipal  bonds  is 
limited  to  1 2  years  or  less. 

The  Fund  offers  free  check  writing 
and  has  no  sales  charge.  The  minimum 
investment  is  $10,000. 

For  a  copy  of  our 
portfolio  and  literature 
write  or  call  today. 

CALL FREE 

(800)  225-6190 

In  Mass.  Call  Collect 
(617)  726-0650 
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FIDELITY  LIMITED  TERM  MUNICIPALS 
Box832,Dept  FF71101 
82  Devonshire  St .  Boston.  Mass  02103 


1 


|  For  more  complete  information, 
I  including  management  fees, 
|  other  charges  and  expenses, 
I  please  write  or  call  for  a  prospec- 
|  tus.  Read  it  carefully  before  you 
invest  or  send  money. 


City  State  Zip  I 

FIDELITY  GROUP 

j^Over  $3  billion  of  assets  under  management  | 


FIDELITY 

LIMITED  TERM  MUNICIPALS 


*  While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal  income  taxes, 
portions  of  such  distributions  may  be  subject  to  some  slate  or  locai  taxes. 


FORBES,  NOVEMBER  1,  1977 


131 


Money  And  Investments 


Stock  Comments 


The  Hardest  Time  To  Buy 


By  Heinz  H.  Biel 


/  m  market  that  is  iinpeivious  to  good 
news  and  sensitive  to  bad  news  has  all 
the  earmarks  of  a  bear  market.  Relatively 
good  statistics  on  the  index  of  leading 
indicators,  on  employment  and  on  the 
stabilized  rate  of  inflation  are  being  ig- 
nored by  the  market,  as  have  been  good 
third-quarter  reports,  of  which  there  are 
many.  In  the  present  climate,  any  news 
item  that  lends  itself  to  an  adverse  inter- 
pretation is  taken  as  a  bear  argument. 

Once  you  are  in  a  pessimistic  frame  of 
mind,  even  a  proposal  to  cut  taxes  by  $20 
billion  seems  to  be  cause  for  sorrow  rath- 
er than  for  jubilation.  It  is  viewed  solely 
as  an  indication  of  the  Administration's 
growing  concern  over  the  outlook  for 
business.  The  recent  rather  sizable  in- 
crease in  money  rates  is,  of  course,  being 
headlined  as  an  obvious  explanation  of 
the  stock  market  decline.  This  is  an  alibi 
often  used  by  market  commentators,  but 
I  question  its  validity.  After  all,  the  DJI 
dropped  nearly  100  points  in  the  first 
quarter  of  this  year,  when  money  rates 
were  easing  rather  than  firming. 

While  we  are  waiting  for  this  bear 
market  to  run  its  course,  as  it  will  even- 
tually, it  might  be  appropriate  to  reeval- 
uate one's  investment  objectives  and 
practices.  The  combination  of  taxation  at 
confiscatory  rates  on  the  one  hand,  and 
continuing  capital  erosion  as  a  result  of 
inflation  on  the  other,  makes  you  wonder 
what  constitutes  "prudent  investment'' 
these  days. 

After  what  we  have  been  through  in 
the  past  decade,  we  have  Jearned  the 
hard  way  that  an  investment  that  does 
not  provide  a  yield  of  at  least  6%  after 
taxes  will  not  preserve  your  capital,  let 
alone  provide  an  income.  Herein  lies  the 
crux  of  the  entire  problem. 

Anyone  subject  to  state  and  city  in- 
come taxes  in  addition  to  the  federal  tax 
levy  does  not  have  to  be  a  big  money 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


".  .  .  The  most  common  mistake  most  of  us  make — 
including  myself — is  that  we  prefer  to  buy  in 
a  rising  market .  .  .  and  dread  a  bear  market  instead 
of  seeing  it  as  a  potential  buying  opportunity  .  .  ." 


earner  to  get  into  the  40%  to  50%  tax 
bracket.  Since  investment-grade  corpo- 
rate bonds  yield  only  8%  to  9%,  one 
would  have  to  buy  the  lowest-quality 
"junk  bonds"  in  order  to  net  6%  after 
taxes.  I  do  not  believe  that  this  is  a  policy 
that  can  be  recommended  to  the  non- 
professional investor. 

Six  percent  is  about  the  most  you  can 
earn  on  a  tax-exempt  bond  rated  at  least 
"A"  by  Standard  &  Poor's.  However, 
unless  you  live  in  one  of  the  states  in  the 
Northeast,  whose  credit  standing  has  be- 
come a  bit  tarnished  in  recent  years,  it 
will  be  difficult  to  find  a  municipal  bond 
yielding  that  much  and  also  protecting 
you  against  state  and  local  taxes  in  your 
home  state.  You  can  compromise  on 
quality  and  do  better  than  6%,  but  there 
comes  a  point  when  you  cease  to  be  an 
investor  and  become  a  speculator. 

Theory  Versus  Practice 

In  theory  common  stocks  should  pro- 
vide the  needed  hedge  against  inflation. 
In  practice,  alas,  it  didn't  work  out  that 
way.  To  start  out  with,  I  do  not  know  of 
any  stock  that  produces  a  reliable  divi- 
dend income  of  as  much  as  6%  after 
taxes.  This  means  that  in  order  just  to 
break  even  the  dividend  yield  has  to  be 
supplemented  by  the  constant  accrual  of 
capital  gains.  That  is  what  Wall  Street 
refers  to  as  the  "total  return"  concept. 
Part  of  that  concept  is  the  consideration 
that  capital  gains  are.  being  taxed  at  a 
lower  rate  than  dividends,  but  even  that 
advantage  may  come  to  an  end,  if  what 
we  hear 'about  President  Carter's  forth- 
coming tax  "reform"  bill  is  true. 

The  question  of  how  capital  gains  are 
to  be  taxed  is  academic  if  you  don't  have 
any.  Some  individuals  have  done  well, 
especially  if  their  investments  date  back 
to  the  Fifties  or  even  the  Forties,  but, 
having  been  in  many  cases  the  invest- 
ment surgeon  of  last  resort,  I  have  grave 
doubts  that  the  average  investor  has 
found  common  stocks  'profitable  enough 
to  be  a  good  inflation  hedge. 

Aside  from  picking  the  wrong  stocks  at 


the  wrong  time,  as  many  of  us  are  wont 
to  do,  the  main  problem  is  that  the  price 
level  of  the  general  market  has  failed  to 
keep  pace  with  the  depreciation  of  our 
money.  Just  compare  the  1967  range  of 
the  DJI  with  that  of  the  current  year: 
DJI  1967  1977t 

High  943.08  999.75 

Low  786.41  818.17 

Earnings  $  53.87  $101.00* 
Dividends      $  30.19         $  45.00* 

t  To  mid-October  'Estimated 

Obviously,  buying  good  stocks  and 
just  sitting  on  them  hasn't  worked  during 
this  last  decade.  Economic  growth  (plus 
inflation)  has  given  a  strong  boost  to 
earnings  and  allowed  dividend  increases, 
but  it  failed  to  lift  stock  prices  propor- 
tionately for  a  variety  of  reasons  that  will 
be  discussed  some  other  day. 

The  most  common  mistake  most  of  us 
make — and  I  certainly  do  not  exclude 
myself — is  that  we  prefer  to  buy  in  a 
rising  market  and  tend  to  become  a  bit 
euphoric  when  we  should  be  taking  prof- 
its. By  the  same  token  we  dread  a  bear 
market  instead  of  seeing  it  as  a  potential 
buying  opportunity.  We  mortal  individ- 
uals are  not  the  only  ones  who  succumb 
to  the  psychology  of  the  stock  market. 
Institutions  are  just  as  bad,  as  evidenced 
by  the  fact  that  mutual  funds,  as  a  group, 
usually  are  fully  invested  at  a  market 
peak  and  have  their  largest  cash  position 
at  the  bottom. 

If  common  stocks  are  to  fulfill  their 
function  as  an  inflation  hedge,  i.e.,  pro- 
duce a  total  return  (after  taxes)  of  over 
6%,  the  investor  no  longer  can  afford  to 
look  at  his  shares  as  a  permanent  hold- 
ing. Profits  are  made  to  be  taken,  and  if 
capital  gains  are  going  to  be  taxed  any- 
way when  they  show  up  in  your  estate, 
there  is  even  less  reason  to  ride  the 
market  up  and  down.  I  know  it  is  difficult 
to  sell  when  prices  are  still  rising  and  to 
buy  when  you  are  almost  certain  that  the 
purchase  will  show  a  loss  by  next  week. 
Buying  1owt  and  selling  high  is  easier  said 
than  done,  but  it  is  the  only  way  I  know 
to  beat  inflation.  ■ 
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deceive  10  weeks 
>f  Value  Line 
or  $29 


This  trial  subscription  is  open  to  you  only  if  no  mem- 
r  of  your  household  has  subscribed  to  Value  Line 
the  past  two  years.  We  make  this  special  offer  be- 
use  we've  found  that  a  high  percentage  of  new  sub- 
ribers  who  try  Value  Line  stay  with  us  on  a  long- 
m  basis.  The  increased  circulation  enables  us  to 
3p  our  subscription  fees  to  long-term  subscribers 
i/er  than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the 
00-page  Investors  Reference  Service  (illustrated 
ove)  at  no  extra  cost.  You'll  receive  all  the  new  full- 
ge  reports  to  be  issued  in  the  next  10  weeks  on  the 
>re  than  1650  stocks  and  90  industries  regularly 
>nitored  by  The  Value  Line  Investment  Survey.  Fil- 
I  takes  less  than  a  minute  a  week.  All  this  material 
io  organized  in  your  binder  that  you  can  turn  to  a 
ntinualiy  updated  report  on  almost  any  leading 
»ck. 

Thus  you'll  find  it  convenient  to  have  The  Investors 
Terence  Service  at  your  fingertips  whenever  you 


This  is  a  sample  full-page  report  of  one  of  the  1650  stocks  \ 
regularly  reviewed  by  Value  Line,  reduced  from  8V2"  X11"  / 
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BUSINESS    Set's  Roe  buck 


-  Cora 


This  giant  retailer's  more  aggressive 
mere handi sing  stance  is  paying  ofT  at  the 
cash  register.  Through  the  late  I9fc0s. 
•~--nri  re( ail  -.air*,  grp*  lamer  than  the  I  ,SI' 
In  (he  early  70a,  UUt  relationship  was  stable, 
hut  it  turned  downward  beginning  in  1974 
l.ast  year,  the  ratio  was  the  lowest  since  1963 
In  an  effort  to  regain  its  market  position,  the 
company  has  centralized  iU  merchandising 
direction  and  has  become  more  promotional 
has  given  greater  emphasis 


A  farther,  but  more  moderate,  gain  ia  ex- 
pected nest  year.  Retail  sates,  as  a  whole, 
are  likely  to  remain  healthy  and  Sears 
merchandising  efforts  may  result  in  an  ad 


mg  and  1 
n  line  gain 


M.i 


e  hike; 


1  I  in 


.  Sean 
1  greater 


suggest  higher  profits  al  Allstate  as 
well,  bul  the  gams  versus  1977,  a  period  of  a 
dramalK  turnaround,  will  probably  be  much 
smaller  The  good  earnings  growth  rate  we 
are  projecting  through  1980-82  for  Sean 
reflects  our  belief  that  it*  retail  sales  will 
grow  at  least  as  last  as  the  GNP  and  that 
margins  may  improve  along  with  market 
share  ^Steady  progress  is  also  likely  at  All 

cordingly.  we  regard  this  blue  chip,  now 
available  at  a  P/E  far  below  ita  norm,  as  a 


mil 


of  the  Allstate  insurant* 
traat  to  last  year's  loss  In 
s  also  running  considerably 
ubatantial  increase  in  the 
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need  facts  and  figures,  as  well  as  Value  Line's  pro- 
jected performance  ratings  on  more  than  1650  widely 
held  stocks  in  90  industries. 

In  the  Selection  &  Opinion  section,  which  accom- 
panies your  weekly  reports,  you'll  also  get  analyses 
and  forecasts  of  the  national  economy  and  the  stock 
market .  .  .guidance  on  current  investment  policy  ex- 
plaining Value  Line's  bullish  long-term  position  on 
the  securities  markets  .  . .  plus  Value  Line's  specific 
stock  selections. 

Take  advantage  of  this  special  introductory  offer— 
and  receive,  as  bonuses  without  extra  charge,  the 
2000-page  Investors  Reference  Service  and  the  "In- 
vesting in  Common  Stocks"  booklet,  which  explains 
how  even  inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  unequivocal  rat- 
ings, one  for  Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid 
in  the  management  of  your  investments. 
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THE  VALUE  LINE  INVESTMENT  SURVEY 
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$29  is  enclosed.  (Trial  subscriptions  must  be  accompanied  by  payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC  CALCULATOR  (with 
full  memory)  given  to  you  when  you  order  The  Value  Line  i 
Investment  Survey  for  one  year — and  send  payment  now.  |ir»»oJ 

□  1  year  for  $285.  My  payment  is  enclosed — send  me  the  CALCULATOR  as  my 
extra  special  bonus.  (There  are  no  restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the  calculator.)  616G01 
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OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  lor  executive  type  person.  R  E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to 
Dept.  21.  Computer  Capital  Corp. 
6922  Holywood  Blvd..  Los  Angeles.  Calif  90026 
OR  Call  Mr.  Vander:  (213)  463-4841 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the*  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Call  loll  free  800-S27-2654  exept  from  Texas 


How  Much 
Insurance? 

By  John  Train 


"I 

I  have  never  understood  one  god- 
dam thing  about  insurance — except  that 
I  don't  want  to  have  any."  That  was  what 
a  very  smart  businessman  once  told  me. 
It  was  another  way  of  saying  that  insur- 
ance is  better  for  the  underwriter  than  it 
is  for  the  insured.  Don't  be  overinsured . 
Cover  yourself  only  for  catastrophic 
losses  that  you  could  not  handle  On  your 
own.  For  example: 

•  Car  collision  insurance  is  ordinarily 
useless.  If  you're  not  the  type  who  has  a 
total  auto  loss  due  to  your  own  negli- 
gence every  few  years,  then  you're  bet- 
ter off  without  it.  ("No-fault"  applies  to 
liability,  not  to  collision.)  Even  if  it  is 
your  fault,  you  can  still  deduct  the  dam- 
age for  tax  purposes.  And  if  you  do  carry 
collision  insurance  and  ever  make  sever- 
al major  claims,  the  rates  will  jump  out  of 
sight  anyway.  All  you  receive  in  the 
event  of  total  loss  is  the  then  second- 
hand value  of  the  car,  not  its  replace- 
ment cost.  If  you  feel  you  must  have 
collision  (or  fire  or  theft)  coverage,  it 
should  be  lowered  every  year  to  match 
the  car's  depreciation,  and  eventually 
allowed  to  lapse. 

•  Insurance  against  small  thefts  or  mi- 
nor medical  expenses  is  silly.  The  silliest 
of  all  is  the  $2  or  $3  per  day  special 
insurance  you  buy  when  you  rent  a  car  in 
order  to  reduce  the  deductible  to  zero. 
The  arithmetic  value  of  that  insurance  is 
negligible,  and  I  suspect  that  it  is  the 
most  profitable  part  of  the  car  rental 
business,  being  completely  free  and 
clear  with  no  service  provided  to  the 
client — just  a  bookkeeping  entry  . 

Insurance  brokers  often  advise  their 
customers  not  to  make  small  claims  any- 
way. Underwriters  fully  expect  to  pay  off 
for  the  "target  event" — such  as  a  catas- 
trophe— but  may  cancel  after  a  series  of 
small  claims,  particularly  if  such  claims 

John  Train  is  president  oj  Train.  Smith  Coun- 
sel, New  York,  and  the  author  of  Dance  of  the 
Money  Bees. 


roughly  offset  the  annual  premiums.  1 
coverage  you  really  need,  such  as  i 
insurance  on  your  house,  may  then 
come  exceedingly  hard  to  get. 

•  This  is  not  to  say  that  one  shoulj 
be  insured  or  that  one  shouldn't  pq 
good  deal  of  attention  to  the  subject, 
example:  Homeowner's  coverage,  wi 
of  course  one  does  need,  must  be  raj 
periodically  to  match  value  increaj 
capital  improvements  and  acquisitil 
The  underwriter  can  refuse  to  pay  of 
full  after  a  fire  if  the  coverage  was  be 
80%  of  value.  An  inflation  clause  mi 
cost  an  additional  5%  to  8%  and  raise 
coverage  by  1%  per  quarter,  but  j 
may  not  be  enough. 

Do  It  Yourself 

Loss  of  jewelry,  silver,  custom  g| 
and  the  like  can,  of  course,  be  pain 
but  such  insurance  is  so  expensive  a 
be  scarcely  worth  it.  Buy  a  safe. 

For  third-party  liability  coveragl 
which   is  indispensable — an  umbr 
policy  is  an  important  auxiliary  to  hoj 
owner's  coverage.  It  costs  roughly  $ 
for  the  first  $1  million  of  coverage, 
clining    thereafter.    These  days 
should  have  at  least  $2  million,  and  o\ 
more.  An  amount  four  times  your 
worth  is  one  rule  of  thumb. 

•  Since  the  individual  can  experiej 
a  catastrophic  illness — which  may  \ 
$100,000  and  the  loss  of  earning  powe 
major  medical  insurance  should  be  ] 
of  everybody's  capital  management  pi 
except  for  the  very  rich.  It  should  ha' 
high  deductible — $1,000  or  more- 
cover  the  costs  of  a  semiprivate  room 
80%  of  private  nursing,  as  well  as  ho 
tal  and  doctors'  costs  up  to  $2.50,000. ' 
extra  premium  for  the  top  $200,000 
coverage  is  tiny.  It  should  have  a  guai 
teed  renewability  feature,  so  that 
company  cannot  refuse  to  renew  a 
you  get  sick.  There  should  be  no  "in; 
limits  '  on  benefits.  That  is,  $150  a 
may  be  fine  now,  but  in  ten  years  it  t 
not  be  nearly  enough;  so  the  coveil 
must  not  limit  the  cash  amount  per  c 
although  it  may  limit  the  part  the  a 
pany  pays,  e.g.,  80%. 

•  The  purpose  of  life  insurance  ■ 
protect  against  a  family  financial  disas 
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aging  Your  Money 


is  its  uses,  but  there  are  better  vehi- 
for  savings. 

erm  insurance  is  the  most  fairly 
ed  type  of  life  insurance,  and  the 
type  one  should  ordinarily  buy.  The 
jficiary  gets  a  stated  amount  upon 
death  of  the  insured,  based  on  a  very 
assumed  rate  of  return  and  in  depre- 
>d  currency,  and  that's  all  there  is  to 
here's  no  buildup  of  equity  values  or 
r  wrinkles.  One  buys  it  year  by  year, 
ng  more  as  the  insured  gets  older, 
ble  indemnity  coverage  for  acci- 
:s  is  attractively  priced, 
le  broker  does  particularly  well  on 
le  life  and  endowment,  which  have  a 
igs  element  as  well  as  the  insurance 


.  Life  insurance  is  to  pro- 
t  against  a  family  financial 
ister,  but  there  are  better 
licles  for  savings  .  .  ." 


lent.  The  company  invests  your  in- 
5  at  the  very  low  assumed  rate  and 
s  it  back  to  you  later.  This  feature 
;ome  value  to  an  imprudent  person, 
much  less  to  a  person  who  handles 
ffairs  in  an  orderly  way. 
|  man  without  a  substantial  estate 
Id  buy  term  life  when  he  gets  mar- 
I  to  see  his  children  through  college 
take  care  of  his  widow  if  he  dies 
ig.  (A  working  wife  might  also  be 
ed.)  It  rarely  makes  economic  sense 
successful  man  who  has  aceumulat- 
ubstantial  capital  to  go  on  holding 
insurance,  except  for  such  special 
oses  as  providing  cash  in  an  illiquid 
e  or  funding  a  partnership  buyout 
ne  surviving  partner.  His  survivors 
be  comfortable  anyway,  and  other 
Is  of  investments  provide  a  higher 
n. 

ho  you  buy  insurance  from  is  impor- 
too.  An  individual  will  probably  get 
r  service  from  a  small  firm.  It's  best 
e  one  broker,  so  that  the  different 
ies  will  be  "meshed."  Every  year  or 
ve  your  broker  write  out  a  summary 
your  policies  and,  with  the  aid  of 
)graphs  of  every  room  in  your 
?,  go  over  your  homeowner's  cover- 
carefully  with  him,  updating  the 
tions. 

lat  with  inflation,  insurance  is  be- 
ng  a  major  part  of  almost  everyone's 
et.  (Just  sit  down  and  figure  out 
you  paid  for  it  in  all  forms  last  year.) 
nportant  to  make  sure  you  are  get- 
our  money's  worth.  ■ 


Reduce  government  intervention 
in  your  salary 

With  taxes,  the  government  sees  more  of  your 
income.  While  you  see  less. 

Our  solution. 

Fidelity  Municipal  Bond  Fund  ^ 
changes  that  flow  of  capital. 
Our  Fund  seeks  high 
tax-free*  income. 

There  is  no  sales  - — r 
charge  or  redemption  fee.  J 
The  minimum  invest 
ment  is  $2500. 
Learn  more  today. 


If  your  joint 

taxable 
income*  is: 

Your  income 
tax  bracket 

A  tax-free  yield  of 
5%  6% 
is  equal  to  a  taxable  yield  of: 

$24-28,000 

36% 

7.81%  9.38% 

$36-40,000 

45% 

9.09%  10.91% 

$64-76,000 

55% 

11.11%  13.33% 

$100-120,000 

62% 

13.16%  15.79% 

'There  can,  of  course,  be  no  guarantee  that  Fidelity  Municipal 
Bond  Fund  will  achieve  any  particular  tax-exempt  yield.  While 
a  substantial  portion  of  the  income  will  be  exempt  from 
Federal  income  taxes,  portions  of  such  distributions  may  be 
subject  to  some  state  or  local  taxes. 

Call  Free  (800)  225-6190 

In  Mass.  Call  Collect  (617)726-0650 


Box  832,  Dept.  FF71 101  • 
82  Devonshire  St.,  Boston,  Mass.  02103 
For  more  complete  information,  including 
management  fees,  other  charges  and  ex- 
penses, please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send 
money. 

NAME 
ADDRESS 


CITY 


ZIP 


STATE 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


GROWTH  IS  ALIVE 


T.R0WE  PRICE 
GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 

800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect 


For  more  complete  information,  including  the  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 


Forbes  Reprints 

Reprints  of  Inflation  Part  2 — The  Great  Hamburger  Paradox  (Sep.  15,  1977)  are  now  available. 
Prices  for  this  reprint  and  for  Inflation  Part  1  —  Inflation  Is  Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are  listed  below.  To  order  please  use  coupon  and  enclose 
payment. 

Pts.  1  &  2  Pts.  1  &  2 

1-    9  copies       $1.25  ea.       $2  ea.  set  100-499  copies       .50  ea.       800  ea.  set 

10-  99  copies  .60  ea.       $1  ea.  set  500  or  more  .40  ea.       800  ea.  set 


FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Atlenlion:  T.  M.  York 

I  have  enclosed  payment  with  order. 

Name  


Please  send  me 

 copies  of  Inflation  Part  I 

 copies  of  Inflation  Part  2 

 copies  of  Inflation  Parts  1  &  2 


Address 


City/State/Zip 


(Please  allow  4  weeks  for  delivery.) 
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Christmas  Seals 
Fight 
Lung  Disease 
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AMERICAN 
LUNG 

ASSOCIATION 

The  "Christmas  Seal"  People 

We  care  about  every  breath  you  take 


Space  contributed  by  the  publisher  as  a  public  service 
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accommodation 

730%*  'BiemHOe.Nen? Orleans,  ftuifiana 

(504)  581-7300  Cable  LOUISIX 
Toll  Free  Am  Ex  Space  Bank 
800 /AE  8-5000 

Member  Distinguished  Hotels  of  the  World 


Going  Short 
On  Spuds 

By  Stanley  W.  Angrist 


W 


hen  the  small  speculator  in  the 
stock  market  feels  the  need  to  place  a 
few  dollars  at  high  risk,  he  turns  to  low- 
priced  or  penny  stocks.  The  stuff  he 
generally  buys  would  keep  anyone  up  at 
night  with  its  incessant  meowing  and 
harking.  Are  there  comparable  situations 
for  small  speculators  in  the  commodity 
market?  For  either  good  or  ill,  the  an- 
swer is  yes. 

Speculators  may  turn  to  the  Mid- 
America  Commodity  Exchange  in  Chica- 
go, which  trades  minicontracts  in  a  num- 
ber of  agricultural  commodities  and  in 
gold,  or  they  may  seek  out  relatively 
low-risk  trades  that  carry  fairly  small 
margins  on  the  conventional  exchanges. 

For  one  example  of  the  low-risk  vari- 
ety, take  a  look  at  potato  futures.  Pota- 
toes rarely  carry  high  margins  per  50,000 
pound  contract;  and  when  they  are  trad- 
ing in  a  fairly  narrow  range,  as  they  have 
of  late,  margins  are  generally  reduced 
even  further.  At  present  the  margin  on 
an  outright  long  or  short  position  in  pota- 
toes is  $300,  while  a  spread  requires  only 
$200  in  good-faith  money.  A  low-margin 
requirement  has  a  tendency  to  bring  out 
the  high-roller  in  me,  and  I  begin  to  look 
for  a  trade. 

Prolificity 

On  Oct.  12,  the  U.S.  Dept.  of  Agricul- 
ture released  its  first  estimate  of  the  1977 
potato  crop.  Just  as  anticipated,  it  is 
expected  to  be  the  second-largest  crop 
on  record — 303  million  hundredweight. 
(The  biggest  crop  so  far  was  last  year's, 
when  U.S.  potato  farmers  brought  in  a 
fall  crop  only  1%  above  this  year's  ex- 
pected level.)  In  the  face  of  this  tremen- 
dous outturn  the  May  potato  contract, 
prior  to  the  release  of  the  report,  staged 
a  remarkable  rally  that  carried  it  to  levels 


Stanley  W.  Angrisi  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities. 


in  excess  of  7  cents  a  pound.  It  is 
rally  that  has  intrigued  me. 

But  first,  a  brief  look  at  the  potato  d 
itself.  Potatoes  are  grown  in  40  stall 
but  the  most  productive  areas  by  far 
in  the  Pacific  Northwest  and  in  noil 
eastern  sections  of  the  U.S.  Most  po 
toes  are  harvested  in  the  fall;  we  genej 
ly  get  more  than  85%  of  our  pot) 
supply  from  the  fall  crop.  Potatoes  h 


"...  A  low-margin  require- 
ment brings  out  the  high- 
roller  in  me  and  I  begin 
to  look  for  a  trade  .  . ." 


vested  in  the  late  summer  or  early 
are  stored  and  sold  from  ston 
throughout  the  winter  and  spring.  Just 
one  might  expect,  prices  tend  to  be  lc 
est  during  the  harvest  period  and  tl! 
rise  during  the  storage  and  planting  s! 
son  (normally  in  the  spring). 

Patterns  of  consumption  have  und 
gone  remarkable  changes  during  the  p 
decade  or  so.  Not  only  has  per-cap 
annual  consumption  increased  mi 
than  10  pounds  since  1964 — to 
pounds — but  the  form  in  which  the  pc 
toes  are  consumed  has  also  change 
Processed  potato  products — pot 
chips,  mashed  potato  flakes  (dehydra 
potatoes)  and  frozen  freneh-fr\ -t\ 
products  now  account  for  more  than  5 
of  per-capita  consumption.  (One  m 
sure  of  a  country's  wealth,  or  perhaps 
taste,  could  be  its  per-capita  potato  a 
sumption — in  1910  we  consumed 
pounds  per  person.  And  you  can 
your  last  margin  call  that  those  potat 
weren  t  in  the  form  of  french  fries.) 

Normally  exports  do  not  play  a  v 
important  role  in  the  potato  marl< 
However,  in  1975  and  1976  disastn 
crops  in  Western  Europe  led  to  sigr 
cant  exports  to  those  areas  from  the  U 
During  the  October  through  May  m 
keting  period  that  began  in  1975,  expc 
rose  six  times  over  the  1974-75  levely 
14.1  million  hundredweight.  Then, 
the  1976-77  marketing  year,  exports 
creased  50%  more,  to  21  million  In 
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Diners  Club  invented  the  travel 
&  entertainment  card  25  years  ago. 

Now  we've  created  something 
that  may  change  the  business  wor 
just  as  much*  ^S^5SZ3/ 

DINERS  CLUB  mmmm" 
CORPORATE. 

The  ultimate  executive  card 
for  any  company. 


SlSblS  0009 


Diners  Club  Corporate  is  not 
simply  a  new  name  tacked  onto  a 
Diners  Club  card.  It  is  a  whole 
new  kind  of  service  for  business. 
Here  are  some  of  its  advantages: 

1.  Cash  flow. 

Diners  Club  Corporate  is  designed 
to  give  you  more  control  over  your 
money.  That  is  why  it  is  taken  by 
your  company,  not  by  your 
employees  individually. 

With  it,  your  executives  do  not 
need  cash  advances.  They  have  a 
company  card,  to  use  for 
expenses. 

The  result  is  that  the  money 
stays  in  your  company's  treasury 
until  the  bill  comes  in.  You  keep 
the  money  for  30,  60,  or  90  extra 
days.  To  work  for  your  company, 
as  it  should.  Even  for  smaller  com- 
panies, this  can  add  up  to  thou- 
sands of  dollars  a  month. 

2.  Expense-reporting 

system. 

Diners  Club  Corporate  eases 
paperwork  for  you  and  your 
employees.  That  saves  you  money 
and  saves  your  employees  time 
and  trouble. 

We  can  provide  you  with  a  com- 
plete breakdown  of  who  is  spend- 
ing what  and  where.  Through  our 
RECAP  program,  you  not  only  get 


a  month-by-month  readout  of  what 
each  executive  has  spent,  you  also 
get  a  breakdown  of  how  he  spent 
it:  how  much  for  food,  for  plane 
fare,  and  so  on.  You'll  be  told 
which  employees  have  exceeded 
whatever  limit  you  Ve  set.  All  with- 
out anyone  in  your  company  hav- 
ing to  make  a  single  calculation. 

3.  Choice  of 
billing  plans. 

One  plan  provides  individual  bills 
to  your  employees  with  RECAP 
going  to  management.  Or  you 
may  choose  one  of  our  centrally- 
billed  plans.  Whichever  best  suits 
your  needs. 

4.  Protection  against 
unauthorized  use. 

Your  company's  liability  is  limited 
in  the  event  cards  are  lost  or  sto- 
len. In  addition,  if  your  company 
qualifies,  you  also  have  the  benefit 
of  the  Diners  Club  "Waiver  of  Lia- 
bility" provision  which  protects 
your  company  against  unautho- 
rized use  of  the  cards  by  your 
employees. 

5.  Lower  cost. 

Executives  who  use  their  own 
cards  have  to  pay  the  individual 
rate:  $20  a  year.  Most  likely,  your 
firm  reimburses  each  executive  for 
this  $20.  The  moment  you  switch  to 


Diners  Club  Corporate,  this  cost  is 
reduced  by  as  much  as  62%  (with 
cards  costing  as  little  as  $7.50). 

Other  benefits 

Diners  Club  Corporate  includes 
many  valuable  Diners  Club  ser- 
vices. Such  as  providing  emer- 
gency cash  and  check-cashing 
privileges  at  leading  hotels.  And, 
of  course,  its  world-wide  coverage 
Wherever  your  executives  travel, 
they  simply  don't  have  to  worry. 
Over  350,000  establishments 
around  the  world  honor  the 
Diners  Club  card. 

Questions?  Diners  Club  will  be 
happy  to  answer  them.  For  addi- 
tional information  and  a  sample 
RECAP  print-out,  call  collect  or 
write. 

DINERS  CLUB  CORPORATE 
1 0  Columbus  Circle 
New  York,  N.Y  10019 

Or  call  toll-free: 

800-223-5620 

(In  New  York  state  call  collect 
212-245-1500) 


a  subsidiary  of  The  Contmeniai  Corporation 


VloneyAnd  Investments 


Stock  Trends 


Cocktail  Chatter 

By  Ann  C.  Brown 

" . .  .  The  stock  market  has  either  killed  off  most 
of  its  followers  or  bored  them  to  death  .  .  ." 


^mt  the  next  social  gathering  you  at- 
end,  pause  between  drinks  and  tune 
nto  what  your  fellow  guests  are  talking 
ibout.  The  recent  boom  in  real  estate  is 
|>n  everyone's  mind  and,  with  Califor- 
jiians,  it's  a  veritable  obsession.  Race- 
lorses  are  big  topics  ever  since  Seattle 
>lew  proved  that  the  owner's  bloodlines 
leedn  t  be  blue.  Oil-drilling  participa- 
ions  are  still  of  interest,  even  after  the 
,atest  tax  reform  act  skimmed  a  few  lu- 
.-rative  barrels  off  the  top.  Fine  art,  pref- 
>rably  purchased  at  auction  for  a  song 
ind  resold  some  months  later  for  a  small 
brtune,  will  guarantee  any  speaker  an 
mdience.  Even  gold  bugs,  numismatists 
ind  philatelists  will  be  merrily  chatting 
ibout  their  latest  investment  successes. 

But  no  one  will  be  talking  about  the 
tock  market. 

In  fact,  if  you  want  a  real  conversation 
ftopper,  just  mention  that  you  are  a 
jroker.  An  occupation  that  guaranteed 
/ou  would  be  the  life  of  the  party  in  the 
Sixties  when  equities  were  soaring  is 
)resently  as  popular  a  subject  as  dan- 
Iruff.  After  going  virtually  no  place  for 
he  last  thirteen  years  (except  for  a  cou- 
ple of  devastating  sinking  spells),  the 
tock  market  has  either  killed  off  most  of 
ts  followers  or  bored  them  to  death. 

Jad-Mouth  Buys 

What  all  this  means  is  that  now  is  a 
;ood  time  to  buy  stocks.  The  cocktail 
jarty  conversation  indicator  has  proven 
o  be  an  unusually  reliable  market  pre- 
lictor  over  the  years.  The  more  people 
alk  about  their  latest  double  or  triple  in 
he  market,  the  more  you  should  look  to 
ighten  up  or  sell  short.  Conversely, 
vhen  no  one  has  a  kind  word  for  stocks, 
he  greater  the  likelihood  an  upward 
nove  is  close  at  hand. 

Just  as  I  like  to  buy  stocks  when  the 

\nn  C.  Brown  is  vice  president  of  the  New 
fork  investment  firm  of  Melhado,  Flynn  &- 
\ssociates,  Inc. 


general  public  has  ceased  talking  about 
them,  I  also  frequently  find  profitable 
commitments  in  certain  equities  the 
professionals  are  currently  bad-mouth- 
ing. For  months  now,  the  so-called 
"smokestack  stocks"  have  been  jetti- 
soned by  the  institutions  and  appear  to 
be  pretty  well  sold  out.  Alcoa  (42)  re- 
cently slid  close  to  its  year's  low  of  below 
41,  down  from  a  high  of  59. 

The  leading  U.S.  aluminum  producer, 
Alcoa  stands  to  benefit  by  having  the 
smallest  percent  of  its  primary  capacity 
in  the  Pacific  Northwest  where  electric- 
power  rates  are  due  to  rise  substantially. 
Because  of  the  low  return  on  ingot  price 
per  pound,  little  new  capacity  has  been 
added  in  the  aluminum  industry,  and 
this  could  mean  an  operating  rate  pro- 
jected at  near  an  optimum  92%  in  1978 
and  1979.  Although  the  new  three-year 
wage  contract  negotiated  last  spring  was 
a  hefty  one,  another  price  increase  by 
early  next  year  seems  in  the  cards.  Due 
to  the  variable  nature  of  the  business, 
estimating  earnings  is  tricky.  Nonethe- 
less, $5.75  to  $6  a  share  is  the  consensus 
for  Alcoa  for  1977  and  $6.50  to  $7,50  is 
possible  for  next  year. 

Champion  International  (18)  has  re- 
cently acquired  Hoerner- Waldorf,  thus 
expanding  its  lumber  and  plywood  oper- 
ations into  the  paper-packaging  area. 
With  housing  starts  continuing  to  look 
strong  and  paper  operations  improving, 
the  company  could  show  $3.20  a  share 
for  this  year,  up  from  $2.85  in  1976.  Next 
year's  earnings  depend  in  part  on  the 
capital  gains  treatment  for  timber  but, 
assuming  that  the  Administration's 
sound  and  fury  may  signify  little  congres- 
sional change  in  the  status  quo,  Champi- 
on International  could  earn  around  $3.50 
to  $3.75. 

For  a  cyclical  company,  Champion  In- 
ternational has  shown  an  impressive  rec- 
ord of  raising  the  dividend  in  seven  out 
of  the  ten  most  recent  years.  Currently 
paying  $1.10,  Champion  International  is 
yielding  close  to  6%. 

Frightened  to  a  recent  new  low  by  the 
government's    suggested   reduction  in 


acreage  planting  next  year,  Stauffer 
Chemical  (33)  is  down  a  painful  30%  from 
the  year's  high.  This  producer  of  highly 
profitable  herbicides,  insecticides,  fungi- 
cides and  industrial  and  specialty  chemi- 
cals has  enjoyed  one  of  the  best  growth 
records  of  any  company,  chemical  or  oth- 
erwise, over  the  past  five  years.  From 
$1.68  a  share  in  1972,  Stauffer's  earnings 
have  steadily  increased  to  $5.20  in  1976. 
While  this  year  may  be  flat  or  down 
slightly  (mainly  due  to  weather-related 
problems),  1978  holds  promise.  Barring 
an  instant  replay  of  this  year's  woes, 
profits  of  $6.20  a  share  may  be  obtain- 
able and  another  dividend  increase  could 
be  in  the  offing. 

Looking  Good 

Having  just  completed  my  fall-winter 
shopping,  I  noted  a  couple  of  companies 
that  should  show  rising  earnings.  Collins 
<b  Aikman  (10)  manufactures  a  broad  line 
of  textiles  covering  everything  from  auto 
and  airplane  seats  to  home  furnishings 
and  people.  In  1972  the  company  earned 
$1.35  a  share  and  the  stock  sold  as  high 
as  32.  This  year  Collins  &  Aikman  is 
estimated  to  earn  close  to  $2  and  is  sell- 
ing at  one-third  its  former  price.  For 
fiscal  1978,  earnings  of  around  $2.20  or 
better  may  be  possible,  particularly 
since  the  backlog  of  orders  is  the  highest 
in  the  company's  history. 

Blue  Bell  (22)  is  a  manufacturer  of 
apparel  like  jeans  (Wranglers)  and  jack- 
ets, shirts  and  slacks,  and  utility  and 
work  clothing.  Lately,  the  company  has 
been  engaged  in  a  price  war  with  Levi 
Strauss  (27)  on  the  retail  level,  which  has 
not  affected  current  orders.  Blue  Bell 
could  register  earnings  of  $5.50  a  share 
for  the  fiscal  year  ended  this  September 
and  $6  in  1978.  Foreign  demand  for 
denim  products  continues  to  be  high, 
and  I  have  a  hunch  that  local  demand  for 
durable  duds  won't  diminish  by  any 
measurable  amount.  Judging  from  the 
price  tags  I  saw  in  the  stores,  style  may 
take  a  backseat  to  sturdiness  as  shoppers 
struggle  to  balance  their  clothing 
budgets.  ■ 
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BUSINESS  OPPORTUNITIES 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-2270,Ext.323 

ZIP'Z 

ADIV.OF  I.O.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


BIG  —  Money  Making 
Opportunity 

Our  chlorine  generating  equip- 
ment has  been  used  for  17  years 
world-wide.  They  chlorinate/ 
sterilize  swimming  pool  water 
and  drinking  water  without 
chlorine  or  chemicals.  ■  We  are 
looking  for  selected  people  to 
act  as  dealers  for  us  in  placing 
our  equipment  on  a  month-to- 
month  rental  basis  with  swim- 
ming pool  owners.  Each  dealer 
will  have  a  maximum  of  100 
generators  each,  averaging  $100 
per  month  or  $10,000  gross. 
Dealers  will  net  $9,000  a  month 
after  amortization.  This  is  a  one- 
man  business.  No  sales  crew  or 
expensive  overhead.  To  the  right 
dealer,  we  offer  a  90-day  open 
credit  with  a  modest  investment 
or  with  proper  financial  arrange- 
ments, we  offer  a  six-month 
open  credit.  ■  If  you  feel  you 
can  qualify,  write  or  call 
801-532-5600. 

Halogenic  Products  Corp. 

375  West  400  North 
Salt  Lake  City  UT  84103 


DISTRIBUTORSHIP 

SOLAR  ENERGY 

One  of  the  nation's  oldest  pion- 
eers in  the  Solar  Energy  field  is 
now  awarding  Area  Distributor- 
ships to  local  reliable  persons 
who  realize  future  energy  de- 
mands are  here  now.  High  an- 
nual income.  Part  or  full  time. 
$12,500  min.  cash  req'd  (sec). 
For  appt.  write  or  call  immedi- 
ately, SOLAR  SYSTEMS, 
26046  Eden  Landing  Rd.,  Suite  4, 
Hayward,  CA.  9454S. 
(415)  785-0712 


INVESTMENT  CAPITAL 

We  operate  as  financial  brokers 
nation  wide.  Capital  for  any  type 
project  of  $100,000  and  up.  Call 
or  Write: 

HERMES  FINANCIAL  SERVICE  CO. 

P.O.  Box  4-068 
Anchorage,  AK  99509 
(907)  243-1826 


Boom 
in 

Skateboard 
Parks  Coming! 

Get  in  early  on  one  of  the  most 
profitable  real  estate/business 
opportunities  of  the  70's  — 
skateparks!  Send  for  FREE 
brochure  describing  our  com- 
prehensive manual  covering 
every  aspect  of  skatepark  de- 
velopment from  design  and  lay- 
outs through  initial  operation. 
Prepared  in  collaboration  with 
Graham  &  O'Malley,  foremost 
skatepark  designers  in  the 
country. 

FOR  FREE  BROCHURE  WRITE 

Skatepark 
Publications 

P.O.  Box  1858,  Dept  FB 
La  Jolla,  CA  92038 


OWN  YOUR  OWN 
SURGICAL  PRODUCTS 
COMPANY 

Medical  products  field  is  $25  billion 
business  We  establish  and  manage 
your  business  Now  complete 
absentee  ownership  is  available;  or 
participate  as  much  as  you  desire  and 
we  will  assist  you  continually  Medical 
experience  unnecessary  If  you  qualify 
as  Owner  your  future  is  assured 
Minimum  cash  $19  900  North 
American  Surgical  Corp  Call  Mr 
Leonard  215-628-2080. 

FREE  MAIL  ORDER  COURSE 

Famous  Mail  Order  "pro"  helps 
men/  women  gain  fast  start  in  Mail 
Order-World  Trade  home  business. 
Follow  same  plan  that  made  him 
millions.  Big  earnings  in  profitable 
hobby  or  retirement  project.  Write 
for  free  course.  No  obligations. 
B.  L.  MELLINGER,  Dept.  E159B 
Woodland  Hills,  CA.  91367 

WIN  WYOMING 
OIL  $MILLION$ 

Others  do  every  month 
in  U.S.  Government  Oil 
Lease  Drawings.  If  you 
are  21  you  can  partici- 
pate equally  with  major 
oil  companies  in  this 
legal  lottery.  A  $20.  tax 
deductible  filing  fee  can  return 
$75,000  or  more  immediately  plus  a 
possible  million  in  future  income. 
Write  for  free  information. 
Milligan  Trust,  Lock  Box  3578-FF 
Boulder,  CO  80303 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty 
items  all  dropshipped  for  you.  No 
packing  or  shipping.  Unique  Bonus 
Plan  stimulates  orders.  Free  cata- 
log &  details  from  GIFTIME,  Inc., 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144, 
(215)  842-1400 
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REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  accepted 
at  the  discretion  of  the  Publisher.  Line  rate  is  $16.05.  Mini- 
mum size  ad  is  one  inch  (14  agate  lines)  costing  $224.70. 
FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is  $15.75. 
Minimum  size  for  display  is  two  inches  (28  agate  lines)  cost- 
ing $440.  Must  be  submitted  as  film  negative  or  camera- 
ready  mechanical  to  size.  For  specific  requirements  send 
for  order  form. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  the  first  day  of  the  pre- 
ceding month. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON /FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011/(212)  675-7725 


ART  &  ANTIQUES 


ACQUISITIONS 


GALERIE  SERIES ™ 

LIMITED  EDITION  PRINTS 

Superb  limited  edition  Galerie  Col- 
lection Series.  New  England  Scen- 
ics,  Flora  &  Fauna,  Reflective 
Glances,  Expressive  Moods,  and 
Special  Effects  photographies, 
signed  and  registered,  hand-mount- 
ed original  colour  photography  ex- 
clusively created  and  modestly 
priced  in  limited  edition  series! 
The  Perfect  Gift  Idea.  Designed  to 
embellish  both  home  and  office 
d6cor.  Colour  prospectus  $3.00. 

Michaels,  Roberts  &  Reynolds 
Photographie  de  Galerie 
Box  5307A,  Hamden,  Conn.  06518 

COLLECTORS  SERIES  ' 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 

ART  PRICES 
INT'L  AUCTION  RECORDS  -  1977 

Latest  world-wide  art  auction  prices. 
.Oil  paintings  •  Water  Colors  •  Draw- 
ings •  Engravings  •  Sculpture.  1100 
pages  —  7,000  artists  of  all  periods; 
over  30,000  prices;  $85.00  post  paid 
(N.Y.  residents  add  applicable  tax). 
Send  check  or  money  order  to: 
EDITIONS  PUBLISOL,  P.O.  Box  339, 
Dept.  F2;  Gracie  Sta.  N.Y.  10028. 

INVESTMENT  NEWSLETTER 

STAY  AFLOAT  &  AWAY  from  the 
reefs  &  shoals  of  this  unpredictable 
market.  Let  the  Wall  Street  Navi- 
gator plot  your  course.  Our  weekly 
newsletter  discusses  all  pertinent 
factors  fundamental  &  technical. 
For  4  week  trial  subscription  send 
$1.00  to 

STOCK  MARKET  APPRAISAL  INC. 

P.O.  Box  355  Stapleton  Station 
Staten  Island,  New  York  10304 


DEFUNCT  COMPANIES 
WANTED 

Will  purchase  control  of  inacj 
abandoned,  defunct  or  insol' 
corporations.  We  may  be  abla 
reorganize  something  of  va 
Send  details  to: 

AERO  MANAGEMENT  GROUI 
P.O.  Box  1705 

Santa  Rosa,  California  95403 


FOR  INVENTORS 

FREE  DIRECTORY  OF  1001  C 
PORATIONS  SEEKING  NEW  PR 
UCTS.  Professional,  fee-ba 
invention  service  company.  For 
portant  information  on  Protect 
Developing,  Marketing  your  in 
tions/ideas  for  Cash/Royalty  si 
write  for  Free  Inventors  Kit 
A-199.  Raymond  Lee  Organizat 
230  Park  Avenue  North,  New 
City  10017. 


MANUFACTURERS' 
REPRESENTATIVES 


UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundi 
of  professional  representatives 
all  fields.  U.S.  and  foreign  co 
tries.  No  charge  service  to  mi 
facturers.  •  Monthly  Newsle 
Tax  Letter,  Bulletins,  and  m 
special  benefits  for  reos  and  m« 
facturers.  Details:  808  Broad* 
Dept.  9  Kansas  City,  Missouri  64 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsle 
tells  you  which  firms  are  lool 
for  representatives,  the  firm's  p> 
uct  line  and  territories  availa 
For  information  write:  Manufac 
ers'  Agents'  Newsletter,  Deot.  1 
23573  Prospect  Avenue,  Farm 
ton,  Michigan  48024. 


FORBES: 
CAPITALIST 
TOOL 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  millionair 
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CONSULTING  & 
MARKETING  SERVICES 


1ST  OF  BLUE  CHIP  STOCKS 
Elton  S.  Stephens  HI,  an  Invest- 
lent  Adviser,  has  composed  a  lust 
f  Blue  Chip  Stocks.  Enclose  $5.00 
id  Mail  To: 

LTON  S.  STEPHENS  1U 

ivestment  Advisor 

016  South  Michigan  Street 

outh  Bend,  Indiana  46614 

lame  

iddress 
Sty 


REAL  ESTATE 


EXECUTIVE  GIFTS 


State 


Zip 


APITAL  &  INVESTMENT 
OPPORTUNITIES 

ENTRY  .  .  .  $200,000  RETURN? 

17.00  tax-deductible  filing  fee 
non-competitive  public  draw- 
for  oil  and  gas  leases  by  the 
;ral  Government  could  return 
1,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

AVAILABLE 

advantaged    investments  for 
vidual  &  corporate  taxpayers, 
'.raged.  Attractive  for  fiscal  or 
ndar  year  taxpayers.  Principals 
please. 

MR.  GALLIVAN,  V.P. 
1448  Third  National  Bldg., 
Dayton,  Ohio  45402 
(513)  223-5196 

•M'T  &  SALES  MEETINGS 


YACHTS  &  BOATS 


Buy  This  Dream 

lis  70'-6"  Auxiliary  Sailing 
etch  was  built  in  Holland  in 
)72,  constructed  of  Steel  with 
iesel  Engine  &  Generator, 
er  long  list  of  equipment  has 
sured  safe  and  comfortable 
cean  crossings.  In  1976  she 
iderwent  a  complete  refit 
icluding  new  sails.  She  is  of- 
ired  for  sale  at  a  fraction  of 
?w  construction  costs.  For 
jmplete  specifications,  write 
•  phone 

FRED  KIRTLAND 
:/o  Merrill  Stevens  Dry  Dock  Co. 
P.O.  Box  1980 
Miami,  Florida  33101 
Phone:  (305)  324-5211 


AUTOMOBILES 

E  $2,000  ON  NEW  1978  CARS 

'  Detroit  Connection  offers  new 
1  luxury  (and  other)  vehicles  at 
oit  prices  and  freight  to  save 
up  to  $2,000.  Full  factory  war- 
y.  Free  Detroit  Metro  Airport 
up  at  delivery.  Send  make  and 
el  desired  for  a  firm  quotation 
BONDED  BROKERS,  2547-S 
roe  Blvd.,  Dearborn,  Michigan 
!4.  Phone  (313)  565-5577. 


RELOCATING? 


.  .  or  want  to  buy  or  sell 
home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 
details. 


FREE  CATALOG 

Big,  Free  Catalog  describes  and 
pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

ARIZONA 
Land — Homes 

Midway  bet.  Phoenix  and  Tucson. 
100-650  acres  adj.  to  going  develop- 
ment &  Executive  Golf  Course  (un- 
der con.)  $2500-$4500/acre.  Terms. 
Will  consider  merger.  Homes 
$35,000-$55,000.  Box  A117  Forbes. 
60  Fifth  Avenue,  New  York,  NY 
10011. 

KIHEI,  MAUI,  HAWAII 
OCEAN  VIEW  PROPERTY 

110.2  acres  available  for  develop- 
ment on  Hawaii's  fastest  growing 
island.  All  development  must  con- 
form to  Maui  zoning  codes.  Write 
for  brochure.  $4,800,000. 
VELVA  BERGEVIN,  LTD.,  Realtors, 
2222  Kalakaua  Ave.,  #1215,  Hono- 
lulu, Hawaii  96815-Cable:  VBLTD. 

TRAVEL 

Sail  a  tall  ship 

gju.  to  small  Caribbean  islands. 

6  or  14  days  from  $290. 

1*1.      VVnte  for  free  Adventure  Booklet. 

Box  120.  Dept.  017 
Miami  Beach,  Fla.  33139. 


Win#unma  , 
Dcyefoof'Guisc/ ' 


EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus  classes.  Write:  External  Regis- 
trar, Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Schools  and  Colleges." 


SHARING 


S  CARING 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade- 
mark into  a  custom  woven 
tie.  Subtly.  Tastefully.  Ex- 
clusively yours. 

Impeccable  Hampton  Hall 
quality  in  all  fabrics:  pure 
silk,  DuPont's  Qiana,  or 
polyester.  Minimum  only  150 
ties.  Scarves  and  Blazer  i. — A 
Badges  also  available.  fr&Jl 
Phone  or  write. 

Mampten  Matt,£td. 

51  East  42nd  Street,  New  York  10017 
k  (212)  687-6810  A 


A  beautiful  transfer  of  an  original 
Red  Skelfon  signed  lithograph  lam- 
inated onto  canvas.  Most  people 
cannot  tell  the  difference  from  the 
original  even  upon  close  inspec- 
tion. Handsomely  framed  in  heavy 
gold  frame  (24"  x  28")  complete 
with  brass  plaque. 

ATTRACTIVELY  PRICED 
For  FREE  Brochure,  Write  or  call 
ARCHER  GALLERIES 
Paintings  by  the  Stars 
424  St.  Lawrence  Street 
Nashua.  Iowa  50658 
V  (515)  435-2409  J 


NOW!  GET. 
3  REAL 
OLD 
SILVER 
MERCURY 
DIMES-ONLY  $1 


Only  $1  brings  you  3  real  Silver 
Mercury  Dimes  issued  before  1946. 
(One  set  to  a  customer.)  These  scarce 
coins  are  now  completely  out  of  circu- 
lation. You  will  also  receive  wonderful 
price  lists  of  U.S.  and  foreign  coins 
and  paper  money.  Offer  to  ADULTS 
ONLY.  Send  $1.  name,  address  to: 

LITTLETON  COIN  CO.,  Dept.  DM-35, 
Littleton,  New  Hampshire  03561. 


Worlds  only 
Vertical,  Leather 
tennis  bag. 

Only  Longford  offers 
Ruggedweight"  Colombian  Indian 
leather  tennis  bags.  It's  ours 
exclusively!  From  the  incredibly 
soft,  handtanned  leather  to  the 
unique  vertical  design.  From  the 
handcrafted  elegance  to  the  tennis 
bag  that  begs  to  bounce  around  for 
a  lifetime.  From  the  tough  nylon 
stitching  to  the  brass-plated 
appointments. 

From  the  snap-close  racket 
compartment  to  the  zippered  tennis 
gear  enclosure.  And  from  the 
adjustable  shoulder  strap  to  the 
convenient  carrying  handles. 

Attention  businessmen!  The 

exclusive  Courtmaster  Standard  is 
the  gift  with  staying  power  for  those 
on  your  preferred  list. 
1-4  =  $39.95.  5  &  up  =  $31.96. 
Send  check  (U.S.  Funds),  or  call  in 
your  BAC,  MC,  Dineis,  Am.  Exp. 
number.  We'll  drop  ship,  if  you  wish, 
the  day  we  receive  your  order  or 
hold  until  a  specified  date.  Please 
add  $2.00  to  each  bag  ordered  for 
postage  and  handling  in  the  U.S.  & 
P.R.  Specify  deep  tan,  honey  or 
Palomino  (add  $7  for  Palomino). 

Money-back  Guarantee ! 

Send  for  complete  color  catalog  of 
fine,  handmade  Colombian 
products. 

Double  capacity  bags  for  standard 
and  Prince  rackets  available  at 
$64.95  plus  $2  post.  &  handling. 


Dept.  F 


1200  Terminal  Sales  Building 
Portland,  Oregon  97205 
Call  (503-222-9495) 
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Bank  of  America   26 

Bankers  Trust   26 
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Ltd   16 
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Martiz,  Inc   88 
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□  ADT    79 
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Advertising 
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America    97 
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Agency:  Marsteller  Inc. 
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SURVEY  133 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

THE  WARNER  &  SWASEY 

COMPANY    1 

Agency:  The  Griswold-Eshleman  Company 

★  WESTERN  UNION 

CORPORATION   92-93 

Agency:  Ries  Cappiello  Colwell,  Inc. 

WHISKEY-GRAM  114 

Agency:  Zenith  Communications  Group 

WASHINGTON  STATE  SECTION 

ASARCO  INCORPORATED     ....Washington  3 

Agency:  The  C.T.  Clyne  Co.,  Inc. 

□  GEORGIA-PACIFIC 

CORPORATION   Washington  6-7 

Agency:  McCann-Erickson,  Inc. 

PACIFIC  NORTHWEST 

BELL   Washington  12 

Agency:  Cole  &  Weber,  Inc. 

J  PUGET  SOUND  POWER  & 

LIGHT  COMPANY   Washington  9 

Agency:  Hill  and  Knowlton  West 

★  RAINIER  NATIONAL 

BANK   Washington  10 

Agency:  Cole  &  Weber,  Inc. 

REYNOLDS  METALS 

COMPANY   Washington  8 

Agency:  Clinton  E.  Frank,  Inc., 
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★  SEATTLE  FIRST 

NATIONAL  BANK   Washington  5 

Agency:  McCann-Erickson,  Inc. 

UNITED  AIRLINES   Washington  4 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Forbes  Slip  Cases.  My 
 is  enclosed. 


Please  send  me 

check  for  

Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name  


(please  print) 


Address. 
City  


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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_,  I  on  the 

I  hOUghtS  .  .  .Business  of  Life 


The  first  mistake  in  public 
business  is  the  going  into  it. 
Benjamin  Franklin 


Resolve  to  be  thyself; 
and  know  that  he  who  finds 
himself,  loses  his  misery. 
Matthew  Arnold 


The  thing  we  long  for,  that  we  are 
for  one  transcendent  moment. 
James  Russell  Lowell 


The  soul's  maladies  have 
their  relapses  like  the  body's. 
What  we  take  for  a  cure  is  often 
just  a  momentary  rally  or  a 
new  form  of  the  disease 
La  Rochefoucauld 


Wealth  is  a  means  to  an  end,  not 
the  end  itself.  As  a  synonym  for 
health  and  happiness,  it  has  had 
a  fair  trial  and  failed  dismally. 
John  Galsworthy 


Without  health,  life  is  not  life; 
it  is  only  a  state  of  languor 
and  suffering — an  image  of  death. 
Francois  Rabelais 


Money,  achievement,  fame, 
success  are  important,  but 
they  are  bought  too  dearly  when 
acquired  at  the  cost  of  health. 
B.  C.  Forbes 


Statesmen  stand  out  because 
politicians  are  as  alike  as  peas. 
Arnold  Glasow 


Life  is  a  disease;  and  the  only 
difference  between  one  man  and 
another  is  the  stage  of  the 
disease  at  which  he  lives. 
George  Bernard  Shaw 


They  lived  long  that  have  lived  wel 
Thomas  Wilson 


There  is  nothing  in  the  world 
really  beneficial  that  does  not 
lie  within  the  reach  of  an 
informed  understanding  and 
a  well-protected  pursuit. 
Edmund  Burke 


Life  is  a  fatal  complaint, 

and  an  eminently  contagious  one. 

Oliver  Wendell  Holmes 


In  politics,  merit  is  rewarded 
by  the  possessor  being  raised, 
like  a  target,  to  a 
position  to  be  fired  at. 
Christian  Bovee 


Too  many  of  us  vote  for  our 
prejudices  instead  of  our  desires. 
William  Feather 


The  superior  man  does  not  mind 
being  in  office;  all  he  minds 
about  is  whether  he  has  qualities 
that  entitle  him  to  office. 
He  does  not  mind  failing  to  get 
recognition;  he  is  too  busy 
doing  the  things  that  entitle 
him  to  recognition. 
Confucius 


What  we  truly  and  earnestly  aspire 
to  be,  that  in  some  sense  we  are. 
Anna  Jameson 


To  be  successful,  you've  got 
to  be  willing  to  fail. 
Frank  Tyger 


Poverty  is  no  disgrace 
to  a  man,  but  it  is 
confoundedly  inconvenient. 
Sydney  Smith 


It  is  silliness  to  live 
when  to  live  is  torment. 
Shakespeare 


Health  is  so  necessary 
to  all  the  duties,  as  well  as 
pleasures  of  life,  that  the 
crime  of  squandering  it 
is  equal  to  the  folly. 
Samuel  Johnson 


A  Text . . . 


Contentment  does  not  consist 
in  heaping  up  more  fuel, 
but  in  taking  away  some  fire. 
Thomas  Fuller 


Peace  is  a  nursing  mother  to  the  land. 
Hesiod 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  NY  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Sent  in  by  Mrs.  Frank  M.  Lambert,  Garden 
City,  N  Y.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts  used. 


Cast  me  not  off  in  the  time  of  old  age; 
forsake  me  not  when  my  strength  faileth. 
Psalm  7L9 
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Listen  to  what  data  processing  experts  ar 
saying  about  Tiger  Leasing  Group: 


^National  Computer  Rental 
said  they  could  sell  our 
old  system  and  install  the 
new  one  faster  than  we 
thought  possible. 

They  did" 


These  days  it's  becoming 
common  to  hear  that  Tiger 
Leasing  Group  is  doing 
remarkable  things. 

Tigers  National  Computer 
Rental,  for  example.  As  one 
of  the  oldest  independent 
computer  lessors,  they  pro- 
vide IBM  360s, 370s  and 
other  data  processing  equip- 
ment through  a  variety  of 
individually  tailored  plans. 
For  some  customers  they  rec- 
ommend full-maintenance 
operating  leases,  or  short 
term  "walk  away"  plans,  or 
leveraged  leases.  They 


purchase  existing  equipment 
for  lease-back  or  resale. 

For  manufacturers  of  data 
processing  equipment, 
they  offer  unique  leasing 
programs  that  include 
residual  sharing. 

But  what  really  sets 
National  Computer  Rental 
apart  is  its  ability  to  combine 
the  economic  benefits  of 
computer  leases  with  un- 
common service. 


User  problems  around  the 
world  are  answered  with 
quick  reaction  and  guaran- 
teed results.  Technical 
experts  assure  proper 
installation  and  operation 
of  each  new  system. 

Meanwhile  other  Tiger 
Leasing  Group  companies 
are  leasing  specialized 
railroad  cars,  jet  aircraft, 
industrial  and  construction 
equipment  through  the  full 
range  of  operating,  finance 
and  leveraged  leases,  or 
engineered  and  managed 
leases.  And  you  can  find 
them  in  principal  cities 
around  the  world. 

It's  no  wonder  people 
are  talking. 

If  you're  listening, 
you're  hearing 
a  lot  about  the 
Tiger. 


TIGER  LEASING  GROUP 

Corporate  Headquarters:  222  South  Riverside  Plaza;  Chicago,  Illinois  60606  USA 
Chicago:  (312)  648-4000/New  York:  (212)  532-1500/Los  Angeles:  (213)  552-631 1/London:  01-499-8384 

North  American  Car  Corporation/Tiger  Equipment  &  Services,  Ltd. 
NAC  Leasing  Corporation/National  Equipment  Rental.  Ltd. 
National  Computer  Rental,  Ltd. /National  Aircraft  Leasing.  Ltd. 

A  Tiger  International  Company. 


ADVERTISEMENT 

Changing  Jobs? 


je  have  a  revolutionary  Marketing  Sys- 
a  jm  that  has  been  helping  people  to  land 
p|w  jobs  at  $15,000,  $50,000,  and  even 
I  ;?00,000  and  more. 

j  I'm  speaking  of  an  entirely  new  ap- 
I  loach,  a  method  that  makes  job  chang- 
i  g  "faster"  than  ever. 

I  In  development  for  many  years,  and 
Lnth  over  $2,000,000  invested,  we  have 
I  ''Cently  completed  some  very  significant 

novations. 

t  In  the  past,  exposed  to  just  some  of  our 
'  "eas,  Personnel  Magazine  said  we  had  a 
ob  hunting  breakthrough,"  and  Busi- 
9ss  Week  called  one  of  our  products  "an 
dispensible  aid. " 

However  —  the  best  part  about  our  en- 
re  Marketing  System  is  what  it  can 
uickly  do  for  an  individual. 

I  We  have  proven  that  many  people  who 
se  our  System  can  develop  25  to  30 

;eople  interested  in  them  for  quality  posi- 

pns. 

i  Importantly,  this  can  be  achieved  with 
oth  dignity  and  confidence. 
:  Now,  perhaps  you're  wondering  just 
j/hy  our  System  works. 
I  It's  effective  because  it's  a  different  ap- 
iroach  based  on  fresh  new  concepts.  We 
ire  not  an  Employment  Agency,  and 
ve're  not  Career  Counselors.  As  Corpo- 
ate  Outplacement  Consultants  there  is 
iio  firm  in  the  country  that  has  anything 
ike  what  we  have. 

With  our  Marketing  System  it's  possible 
or  people  to  get  "interviews''  in  virtually 
any  field  and  at  any  level.  And  that  in- 
cudes meeting  with  presidents  and  VIP's 
when  appropriate. 

Additionally,  everything  about  our 
methods  are  simple  and  straightforward. 
While  we  do  different  things  as  we  tailor 
;ur  rervices  to  each  individual,  in  most 
cases  you  will  have  none  of  the  concerns 
that  tend  to  restrict  most  job  hunting  ef- 
forts For  example, 


1  You  don't  need  to  be  a  writer. 

That's  because  our  own  ad  agency 
can  develop  the  greatest  job-getting 
letters  and  resumes  that  are  possible 
with  your  background.  They  will  be 
outstanding  and  guaranteed  to  your 
satisfaction. 

2.  You  don't  need  contacts. 

That's  because  we  can  provide 
them.  Here  we'll  make  use  of  an  incred- 
ible EDP  system  ...  the  most  sophis- 
ticated information  network  of  its  kind. 

3  You  don't  need  to  read  want  ads. 

That's  because  our  researchers  can 
read  every  major  paper  in  the  country 
for  you.  There  won't  be  a  single  open- 
ing of  interest  throughout  the  U.S.  that 
you'll  miss. 

4  You  don't  need  Agencies. 

We  can  identify  all  the  Agencies  that 
you  might  wish  to  contact  ...  but  with 
our  System,  people  normally  don't 
need  interviews  from  these  sources. 

5.  You  won't  scatter  resumes. 

Our  system  makes  use  of  ingenu- 
ous, little-known  and  targeted 
methods.  It  is  very  precise. 

6  You  don't  need  a  lot  of  time. 

Most  people  waste  6  months  in  the 
job  market  using  ordinary  methods.  If 
you  wanted  to  use  the  PDI  System,  we 
would  probably  not  require  more  than  1 
day  of  your  personal  time  at  our  office. 

What  does  the  PDI  Marketing  Sys- 
tem require? 

Well,  to  make  our  System  work, 
you'll  probably  have  to  change.  You 
will  have  to  forget  your  old  job  hunting 
methods,  have  an  open  mind,  and 


then  implement  some  bold,  new  ap- 
proaches. 

The  biggest  thing  you'll  need  is  self- 
confidence.  You'll  have  to  be  open  to 
meeting  top  people,  and  then  do  what  we 
advise  about  selling  yourself. 

However,  if  you're  sincerely  interested 
in  new  employment  and  you  do  these 
things  .  .  .  then  whatever  you  seek  — 
there  is  very  little  that  can  stop  your  suc- 
cess. 

Certainly  not  age,  sex,  education,  or 
even  low  present  earnings. 

We  know.  This  is  because  we've  al- 
ready served  thousands  of  people. 

Now,  there  is  no  question  that  individu- 
als can  use  our  System  to  obtain  major 
increases.  But  for  most  people  money 
isn't  the  main  thing. 

People  have  praised  our  methods  be- 
cause it  brought  them  things  that  were 
more  important  than  money  .  .  .  exciting 
new  careers  ...  growth .  opportuni- 
ties .  .  .  the  right  location  .  .  .  and  more 
job  satisfaction. 

Now,  we  don't  mean  to  make  this  sound 
like  it's  for  everyone,  or  that  it  works  per- 
fectly every  time  .  .  .  and  no  one  in  the 
world  can  guarantee  you  a  job,  or  even 
promise  that  you  will  do  as  well  as  others. 
But  then  again,  you  may  do  better. 

In  any  event,  if  you  really  want  a  better 
job,  and  you  want  to  do  it  less  painfully  and 
with  more  effectiveness  than  you  ever 
thought  possible,  then  here's  what  you 
should  do. 

Call  either  Bill  Fayson,  V.P.  at  our  New 
York  Office  (212-686-7633)  or  Dick  Fer- 
say,  V  P.  in  New  Jersey  (201-887-8800) 
for  an  appointment.  There  is  no  cost  or 
obligation  and  naturally  confidences  are 
respected. 

At  that  time  we'll  be  glad  to  review  our 
revolutionary  System  with  you,  and  to 
show  you  what  it  can  achieve  in  your  situa- 
tion. 


Performance  Dynamics  International 

America's  Leading  Outplacement  Consulting  Firm 

Corporate  Headquarters:  300  Lanidex  Plaza,  Parsippany,  NJ  07054  Tel.  201-887-8800 

(at  intersection  of  routes  80  and  287,  just  off  route  46) 

Also:  285  Madison  Avenue,  New  York,  NY  10017  Tel.  212-686-7633 
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Our  new  monthly  statement 
to  our  customers 
is  like  no  other  firm's 
statement: 

•  It  tells  you  what  securities  you  own  and  what  each  one  is  worth 

•  What  monthly  income  you're  getting 

•  Your  cumulative  dividends  to-date 

•  Your  Account  Executive's  direct  phone  number 

•  Your  open  orders  at  a  glance  and  their  proximity  to  execution 

•  What  your  debit  balance  is,  if  you're  using  margin 

•  What  your  buying  power  is 

•  What  your  current  market  value  is 

•  And  the  net  worth  of  your  account,  every  month,  at  the  end  of 
each  month. 

Providing  sophisticated  services  to  sophisticated  investors  is  what  we  do  best. 

Letting  you  know  where  you  are,  and  what  your  account  is  worth  is  basic.  Why 
wait  for  your  broker  to  have  to  call  you  back  to  tell  you  your  buying  power?  At  last, 
you  can  spend  your  time  with  your  Account  Executive  more  efficiently  over  im- 
portant things  like  preservation  of  capital  and  making  your  money  grow. 

Then  comes  our  personal  service:  Premier  quality  investment  advice;  money- 
saving  order  executions;  investing  through  a  financially  dependable  firm.  And 
with  E.  F.  Hutton  it  doesn't  stop  with  the  order;  in  fact,  after  the  order  it's  the 
continuing  advice  that  is  vital. 

For  73  years,  E.F.  Hutton  has  been  helping  people  make  money  in  good  and 

bad  markets. 

If  you'd  like  to  discuss  your  portfolio  with  us,  call  Mr  Richard  Tartre,  Senior  Vice 
President  at  (800)  221-51 52;  or  if  you're  in  New  York  State,  call  collect  [21 2) 
742-3943;  OR  visit  one  of  the  200  EFH  domestic  offices  nearest  you;  meet  our 
Manager.  OR  write,  "Statement,"  Dept.  FBS, -E.F.  Hutton  and  Company,  Inc., 
One  Battery  Park  Plaza,  New  York,  N.Y.  10004. 

When  E.F.  Hutton  talks, 
people  listen. 


With  each  new  life 
begins  an  insatiable  urge 
to  communicate. 

To  live.  To  breathe.  To  love. 
To  understand.  To  be  understood 

These  compelling  human 
needs  greet  every  newborn  child,  ! 
grow  more  intense  with  every 
passing  year  and,  though 
constantly  fulfilled,  never  become 
less  demanding. 

Yet  of  all  the  fundamental 
needs,  it  can  be  said  that  the 
abilities  to  understand,  to  reason, 
to  communicate  are  the  things  thai 
separate  humankind  from  all 
other  forms  of  life. 

We  at  United  Telecom  are  in 
the  business  of  communications. 
In  fact,  every  day  we  help  millions 
of  people  in  nearly  3,000 
communities  talk  to  each  other 
through  United  Telephone,  the 
nation's  3rd  largest  telephone 
system. 

And  at  a  time  when  our  lives 
seem  to  be  growing  more  complex 
and  more  regulated,  we  need 
especially  to  remember  one  other 
inherent  drive.  One  that  is  called 
an  inalienable  right.  One  that  is 
too  often  repressed. 
To  be  free. 

United  Telecom  SSS 

United  Telecommunications,  fnc  HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


Though  less  than  six  months  old  when  this  picture  was  taken,  Justin  Reed  Pepper  had 
already  learned,  to  communicate  effectively  with  his  mother,  Jackie.  The  Peppers  live 
in  suburban  Kansas  City  minutes  from  United  Telecom's  Westwood,  Kansas  headquarters. 


United  Telecommunications,  Inc.,  P.O  Box  11315,  Plaza  Station,  Kansas  City,  Missoun  64112.  United  Telecom  companies:  United  Telephone 
System,  United  Computing  Systems,  North  Elecrric  Company  New  York  Stock  Exchange  Symbol:  UT  Newspaper  listing:  UniTel. 


The  Savin  780 


The  Xerox  4000 


f 


The  shorter  the  paper  path 
the  longer  the  time  between 

service  calls. 


Nothing  is  more  frustrating  when  you're  in  a  jam  to 
make  copies,  than  to  find  your  copier  in  a  jam  of  its 
own  making! 

Reliability  is  really  a  matter  of  inches.  Half  of  all 
paper  jams  are  caused  by  long  twisting  paper  paths.  In 
some  Xerox  machines,  for  example,  a  copy  twists  and 
turns  over  four  feet  from  beginning  to  end.  Often 
ending  up  somewhere  in  the  middle. 

The  Savin  780  plain  paper  copier  has  the  shortest 
possible  paper  path  — a  mere  12  inches— That  makes  it 
practically  jam  proof,  and  practically  speaking,  the 
most  reliable  copier  on  the  market. 

Our  Copies  Are  As  Dependable  As  Our  Copier 

Unlike  all  those  copiers  which  treat  all  originals 
about  the  same,  our  machine  has  a  mind  that  treats 
every  original  as  something  special.  An  electronic  brain 
reads  every  document  first  before  it  copies  it.  It  then 
makes  whatever  adjustment  it  thinks  necessary  to  give 
clean,  clear,  needle  sharp  copies  every  time,  whether 
you  copy  on  to  one  side  or  two. 

We've  even  done  something  original  about  handling 
the  originals.  Our  Savin  780  has  a  document  feed  that 
automatically  positions  and  transports  each  original 
through  the  copier.  There  are  no  buttons  to  keep 


pushing,  no  covers  to  keep  opening  and  closing  — no 
shuffling  of  papers.  And  both  originals  and  copies  are 
returned  to  you  collated  in  proper  sequence.  To  copy 
books,  periodicals  and  other  oversize  originals  couldn't 
be  simpler —you  simply  lift  the  document  feed  and 
push  the  print  button. 

Contact  us  for  a  demonstration  of  the  Savin  780. 
Any  way  you  measure  it,  it's  a  lot  more  reliability  for  a 
lot  less  money.  And  that's  about  the  long  and  the  short 
of  it. 

For  the  name  of  the  location  nearest  you  fill  out  the 
coupon  below. 


Savin,  Valhalla,  N.Y.  10595  ™" 

□  Please  provide  additional  information  about  the 
Savin  780  plain  paper  copier. 
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SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


Name/Title. 
Firm  


Address. 


Telephone. 
City  


State. 


.Zip. 
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®  Savin,  Savin  logotype  and  Savin  780  are  registered  trademarks  of  Savin  Business 

Machines  Corporation. 
®Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
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You  can  tell  a  Idt  about  an  individual  by  what  he  pours  into  his  glass. 


Bushmills. 
Hie  worlds  oldest  whiskey 
What  individuals  have  pourec 
into  their  glass  since  1608. 
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Vox  Populi 

As  layoffs  in  the  steel  industry  and 
charges  of  "dumping"  steel  on  the 
U.S.  market  by  Japanese  manufactur- 
ers mounted,  Forbes  decided  a 
month  ago  to  try  somehow  to  test  the 
feelings  and  reactions  of  the  ordinary 
people  whose  lives  are  directly  affect- 
ed by  foreign  trade.  Selecting  a  pair 
of  cities — Waterloo,  Iowa  and  Camp- 
bell, Ohio — that  would  offer  a  look  at 
both  sides  of  the  balance  of  trade,  the 
editors  then  decided  to  try  to  tell  as 
much  of  the  story  as  possible  in  the 
words  of  the  people  themselves.  Staff 
Writer  Maxwell  King  and  free-lance 
photographer  Herb  Goro  spent  sev- 

Welcome  Back 

The  Forbes  Faberge'  Collection  is 
together  again.  After  four  months 
away  at  the  Faberge  Exhibition  at 
London's  Victoria  and  Albert  Muse- 
um, 19  of  Forbes'  collection  of  Eas- 
ter eggs  and  other  Faberge  creations 
for  the  Russian  Imperial  Court  are 
safely  back  in  the  Forbes  lobby  at  60 
Fifth  Avenue  in  New  York. 

The  showing  of  Carl  Faberge  cre- 
ations in  honor  of  Queen  Elizabeth  s 
Silver  Jubilee  was  a  top  attraction  in 
London  all  summer  long.  Queues  of 
interested  viewers  for  the  520-piece 
exhibition  ringed  the  cavernous  Ken- 
sington Museum  right  up  to  its  ex- 
tended Oct.  23  closing  date. 

To  supplement  the  287-piece  Brit- 
ish Royal  collection,  A.  Kenneth 
Snowman,  the  London  Faberge  deal- 
er who  organized  the  exhibition, 
turned  to  FORBES*  collection  of  Impe- 
rial Easter  eggs  for  examples  of  the 
enameled  and  jeweled  ellipses  cre- 
ated by  Faberge'  for  Russia  s  Alex- 

$50  Per  Minute 

A  few  months  ago  Infosystems  mag- 
azine, a  publication  serving  the  infor- 
mation processing  business,  ran  a 
contest  for  the  best  reader  suggestion 
on  how  its  industry  coverage  could  be 
improved.  The  winner;  Jerry  Hoff- 
man, the  head  of  Forbes  Data  Pro- 
cessing Department. 

"I  was  aggravated  by  the  puff 
pieces  I  had  been  reading  in  the  data 
processing  magazines,"  Hoffman  re- 
calls, "so  I  took  20  minutes  on  the 
train  going  home  to  scribble  out  my 
suggestions.  What  did  Jerry  scrib- 
ble? "That  I  didn't  want  to  read  suc- 


eral  days  in  each  community,  turning 
out  at  factory  gates  at  6  a.m.,  inter- 
viewing and  photographing  dozens  of 
people  all  day,  and  then  talking  to 
them  in  their  homes  in  the  evenings 
to  get  more  interviews  and  more  pic- 
tures. What  struck  both  men  was  the 
pragmatic  good  sense  of  the  people 
they  talked  to.  "In  many  cases,"  says 
King,  "they  may  not  like  what  is 
happening  to  them,  but  they  certain- 
ly aren't  puzzled  by  it.  They  under- 
stand the  economic  system  of  this 
country  very  well  and  won't  accept 
simplistic  solutions."  The  story  be- 
gins on  page  46. 


Top  Attraction:  Pieces  from  Forbes' 
Faberge  Collection  were  viewed  by 
thousands  in  London  this  summer. 


ander  III  and  Nicholas  II.  Other 
Forbes  Faberge'  contributions  in- 
cluded a  bejeweled  ostrich  feather  fan 
and  a  miniature  sedan  chair.  The  ex- 
hibition? Says  the  Forbes  Magazine 
Collection  curator  Kip  Forbes,  "It 
was  like  entering  Ali  Baba  s  cave. 


cess  stories  about  how  easy  it  was.  I 
wanted  to  read  about  the  failures.  I 
wanted  to  know  about  the  problems." 

For  telling  it  like  it  was,  Jerry  beat 
out  13,000  other  contestants.  He  was 
awarded  a  $1,000  U.S.  Savings  Bond 
at  a  breakfast  of  computer  execu- 
tives honoring  Malcolm  Forbes  and 
Forbes  magazine,  held  last  month  at 
New  York  s  Tavern  on  the  Green.  We 
figured  it  out.  Jerry's  20  minutes  on 
the  train  has  paid  off  at  $50  per  min- 
ute. The  captain  of  Forbes'  IBM  360 
computer  says  that  eventually  he  11 
spend  the  money  on  his  family.  ■ 
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Cutting  across  all  modes  of 
transport— by  rail,  highway,  water 
and  air— Transway  companies 
provide  services  which  are  single 
modal,  bimodal,  or  multimodal. 
We  think  of  our  overall  corporation, 
therefore,  as  total  modal. 

Transway's  business  falls  into  four 
categories:  Freight  Forwarding, 
Marine  Services,  Related  Trans- 
portation Activities,  and  Product 
Sales.  All  are  involved  in 
transportation  and  distribution, 
and  in  all  of  them  we  probe 
deeply  into  the  essence  of 
the  business. 

Example:  Almost  20  years  ago, 
one  of  our  domestic  freight 
forwarding  companies  first  put 
truck  trailers  on  flatcars  and 
shipped  them  cross-country  by 
rail.  This  system,  called 
"piggyback,"  is  now  quite  common. 
When  we  pioneered  the  service, 
it  represented  a  major  advance  in 
economy  and  efficiency.  And  in 
fuel  conservation :  up  to  75% . 


Our  freight  forwarders  were  able 
to  develop  this  system  because 
of  their  wide-ranging  experience 
in  all  the  various  modes  of 
transport,  a  complete  involvement 
with  the  needs  of  our  customers, 
and  a  way  of  thinking  outside 
established  patterns.  The  same 
kind  of  thinking  has  gone  into  all 
the  service  innovations  the 
Transway  companies  have 
pioneered. 

Example:  LASH  (Lighter-Aboard- 
SHip)  operations.  These  high- 
speed vessels  of  our  50%  owned 
Waterman  Marine  Corp.  gather 
up  fully-loaded  barges— up  to 
89  per  ship,  with  a  load  capacity 
of  more  than  25,000  tons— and 
carry  them  across  the  seas. 
They  avoid  congested  harbors, 
loading  or  offloading  the  barges 
in  record  time  at  river's  mouth, 
where  they  can  penetrate  far 
inland  along  any  waterway,  from 
Mississippi  to  Bangladesh. 


Example:  We  not  only  operate 
fleets  of  highway  and  piggyback 
trailers,  our  Great  Dane  subsidiary 
manufactures  them.  In  energy 
resources,  our  Tropigas  Interna- 
tional subsidiary  transports  and 
stores  Liquefied  Petroleum  Gas 
for  wholesale  buyers,  and  also 
delivers  LPG  direct  to  the  final 
consumer.  And  in  several  essential 
building  components,  our  Smith 
Pipe  &  Steel  subsidiary  is  the 
Southwest's  largest  distributor. 

Transway  International  has  built 
an  annual  sales  volume  currently 
in  the  three-fourths  of  a  billion 
dollar  range  by  offering  much 
more  than  one-dimensional  serv- 
ices. Because  of  our  total  modal 
approach,  we  have  become 
whatmight  be  called  the  most 
uncommon  of  common  carriers. 


i  nni 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 
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Edited  by  JOHN  A.  CONWAY 


Speaks  For  Business? 

Whatever  their  views  on  Bert  Lance, 
j  many  businessmen  mourn  the  loss  of  the 
one  clear  channel  he  provided  to — and 
l  from — the   Oval   Office,    even  though 
j  President    Carter   suggested  Treasury' 
j  Secretary  W.  Michael  Blumenthal  and 
;  Commerce  Secretary  Juanita  Kreps  as 
I  substitutes.  Blumenthal  is  certainly  voic- 
:  ing  sentiments  that  echo  what  business- 
men would  like  to  tell  the  President,  but 
i  critics  charge  that  the  Treasury  Secre- 
tary stays  aloof  from  them  and  is  rarely 
available,  even  by  phone,  to  talk  with 
them.  (He  passed  up  repeated  bids,  for 
instance,  to  sit  down  with  the  120  busi- 
I  ness  leaders  at  the  last  Business  Council 
meeting.)  Secretary  Kreps  is  eager  to 
take  on  the  role  of  emissary  to  business, 
but  lacks  the  clout  that  Blumenthal  en- 
'  joys  as  the  framer  of  U.S.  tax  and  fiscal 
policy.  Irving  Shapiro,  who,  as  chairman 
of  du  Pont  and  head  of  the  Business 
Boundtable,  is  as  close  as  anyone  to  be- 
ing industry's  official  spokesman,  thinks 
the  only  man  for  the  job  is  White  House 
man-of-all-work  Hamilton  Jordan.  No 
one  in  Washington,  however,  believes 
Jordan  has  any  idea  of  becoming  busi- 
i  ness   two-way  street  to  the  President. 
The  only  way  out,  apparently,  is  to  dial 
the  White  House  switchboard  and  hope 
for  the  best. 

Sign  Of  The  Times? 

The  games  that  AT&T  has  devised  for 
|  use  in  college  courses  related  to  business 
have  a  new  wrinkle.   After  surveying 
,  campuses,  the  company  found  business 
ethics  a  topic  of  burning  interest.  So  the 
new  games  (made  by  a  California  manu- 
facturer and  distributed  free  by  AT&T) 
include  one  called  "Where  Do  You  Draw 
the  Line?"  Players  are  given  samples  of 
possible  business  sins  and  asked  to  sit  in 
i  judgment  on  them. 

Fit  For  A  King 

Long  a  rumor,  Saudi  Arabian  King 
Khalid's  new  airplane,  the  world's  biggest 
executive  jet,  is  becoming  a  reality.  The 
Boeing  Co.  signed  the  papers  last  month 
.  for  1979  delivery  of  a  747SP  (for  "Special 
Performance  "),  a  shorter  version  of  the 
jumbo  with  superlong  range.  (Pan  Ameri- 
can uses  it  on  the  7,000-mile  nonstop 
New  York  to  Tokyo  run.)  The  price  is  a 
royal  secret  but  the  airline  versions  run 
about  $36  million  a  copy,  and  the  king's 
flying  barge  will  boast  extensive — and 
expensive — -extras.  The  interior  will  fea- 
ture wood  finishing,  plush  carpets,  spe- 
cial lavatories  plus  medical  facilities  for 
the  traveling  monarch,  who  underwent 
heart  surgery  in  1972.  Boeing  is  saying 


King  Khalid:  Travel  with  a  royal  flair 


little  about  the  plane,  but  is  sparing  no 
pains.  Subcontractors  have  been  told  it 
"will  be  as  nearly  perfect  as  an  airplane 
can  be" — or  else.  The  SP's  cabin  is  48  feet 
shorter  than  other  models,  but  it  still 
seats  280  in  nonroyal  style.  The  king's 
plane  will  be  the  first  SP  to  use  Rolls- 
Royee  fan-jets,  similar  to  the  engines  on 
the  Saudi  Arabian  Airlines  Lockheed  L- 
1011  wide-bodies. 

Down-Under  Uranium 

By  the  mid-1980s,  Australia's  uranium 
exports  are  expected  to  grow  to  15,000 
tons  a  year,  worth  $1  billion  annually.  By 
1990,  the  figure  should  rise  to  27,000 
tons  a  year.  Australia's  reserves,  an  esti- 
mated 330,000  tons,  are  topped  only  by 
those  in  the  U.S.,  Canada  and  South 
Africa. 

The  Price  Of  Plenty 

The  burgeoning  world  flow  of  oil — the 
U.S.  alone  has  a  52-day  supply  in  its 
storage  tanks — has  not  gone  unnoticed 
by  the  petroleum  kings.  When  the  Orga- 
nization of  Petroleum  Exporting  Coun- 
tries meets  in  Caracas  next  month,  Ven- 
ezuela, Libya,  Iraq  and  Algeria  are 
expected  to  clamor  for  at  least  a  15% 
price  hike.  The  odds,  however,  are  that 
they  won't  get  anything  like  it.  Saudi 
Arabia  is  expected  to  hold  out  for  no 
increase  at  all.  The  Shah  of  Iran,  who  last 


year  fought  for  a  15%  increase,  may  seek 
10%  or  less,  and  the  indications  are  that 
Kuwait  will  also  be  among  the  moder- 
ates. With  the  major  Middle  East  pro- 
ducers taking  those  positions,  a  5%  in- 
crease might  well  ensue,  still  bad  news 
for  importing  countries  but  probably 
short  of  catastrophic.  And  if  the  Saudis 
stand  firm,  the  increase  could  be  even 
less.  An  extra  factor  in  the  Saudi  decision 
will  be  Arab  reluctance  to  make  it  more 
difficult  for  President  Carter  to  keep 
moving  toward  a  Mideast  peace.  . 

Accountants  In  Advertising-Land 

The  American  Institute  of  Certified 
Public  Accountants  may  have  started  to 
lift  its  long-standing  ban  on  advertising 
by  CPAs,  but  Madison  Avenue  had  bet- 
ter not  start  counting  commissions.  For 
one  thing,  the  Big  Eight  firms,  dominant 
force  in  the  profession,  are  apparently 
ignoring  the  new  freedom.  Arthur  An- 
dersen and  Touche,  Ross,  for  example, 
have  no  advertising  plans,  and  Peat, 
Marwick,  Mitchell,  the  largest  of  the  Big 
Eight,  while  it  did  discuss  the  idea,  has 
rejected  it,  at  least  for  the  foreseeable 
future.  The  institute  itself  has  no  ad 
plans  in  mind  either.  Only  one  ad,  in 
fact,  has"  appeared  since  the  ban  was 
eased  in  September,  and  that  was  a  spe- 
cial case.  Alexander  Grant  &  Co.  bought 
space  for  an  "open  letter"  taking  the 
Financial  Accounting  Standards  Board  to 
task  for  what  Grant  considered  the 
wrong  stand  on  forcing  small  businesses 
to  comply  with  "generally  accepted  ac- 


Alexander  Grant 

ALEXANDER 

CEftllflEO  PUBHC  ACCOUNT AIJ1S 

October  17. 1977 

Financial  Accounting  Standards  Boaru. 
High  Ridge  Park 
Stamford.  Connecticut  06995 

Re:  Generally  Accepted  Accounting  Principals  for 
Smaller  and/or  Closely  Held  Businesses 

counting  principles."  Unfortunately,  the 
Grant  ad  was  also  notable  because  it 
misspelled  part  of  the  most  sacred 
phrase  in  the  accounting  litany — "gener- 
ally accepted  accounting  principles." 
The  copy  had  it  "principals.  " 

Battle  Of  The  Bulge 

Japan's  bulge  of  exports  over  imports 
will  top  $8  billion  this  year,  and  in  1978 
its  "current  accounts  surplus"  will  swell 
to  $9  billion  to  $10  billion,  the  Central 
Intelligence  Agency  expects.  The  curve 
is  up  despite  Tokyo's  efforts  to  fight  the 
trend  by  cutting  import  restrictions  and 
voluntarily  reducing  some  exports. 
Prime  Minister  Takeo  Fukuda  fears  the 
huge  surplus  could  result  in  new  protec- 
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AFTER  SIX 
FORMALS. 

Why  are  we  reminding  you  of  what  may  seem 
obvious:  that  After  Six  Formals  are  part  of  the 
After  Six  group  of  famous  brands? 

Because  even  though  After  Six  is  the  only 
truly  recognized  name  in  formals— the  leader 
by  far  in  its  field— its  family  relationship 
enhances  that  leadership.  After  Six  Formals 
are  never  isolated  from  the  whole  world  of 
fashion.  International  input  from  its  brother 
brands  help  keep  After  Six  formal  wear 
constantly  fresh  and  forward-looking. 

For  instance,  this  formal  jacket  of  black 
and  silver  "pin  dot"  jacquard  with  notched 
lapels,  deep  center  vent  and  natural 
shoulders.  At  Woodward  &.  Lothrop, 
Washington,  D.C.;  Morville,  Philadelphia; 
Hughes  &  Hatcher,  Pittsburgh  and  Detroit; 
Levy-Wolf,  Jacksonville;  Sakowitz,  Houston 
and  other  fine  stores  everywhere.  For  the 
name  of  one  near  you,  write  to  22nd  &. 
Market  Streets,  Philadelphia,  Pa.  19103 

PART  OF  THE 
AFTER  SIX 
FAMILY. 


AFTER  SIX  FORMAlS/A  DIVISION  OF  AFTER  SIX  INC 


China  for  capitalists. 


Give  the  people  you  value 
o  Christmas  gift  they'll  value. 
From  Ginori. 

Set  up  an  appointment 
with  Ms.  Gemmata  and  she'll 
show  you  our  fine  '  :  lion 
china,  in  your  office  or  In  oui 
store.  Ginori  cMno,<5f$urse. 
Plus  crysrol.  bGrwore.  and 


silver  by  names  such  as  Bac- 
carat, Lalique,  ond  Cristofle. 

Then  set  up  a  corporate 
account  and  charge  your 
company's  gifts.  Generous 
discounts  available.  We'll 
wrap  them  and  ship  them.  too. 

Christmas  gifts  for  every 
special  taste.  Evecafed  china. 


!-8790 
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Hon  barriers  against  Japanese  goods  in 
the  U.S.  and  Europe.  Fukuda  is  private- 
ly urging  a  10%  cutback  in  auto  and  steel 
exports,  but  those  industries,  plus  the 
Prime  Minister  s  own  ministry  of  inter- 
national trade  and  industry,  are  strongly 
opposed  to  the  idea. 

Bad  News  In  The  Boatyard 

Unless  he  changes  his  mind  before 
January,  Defense  Secretary  Harold 
Brown  has  some  very  bad  news  for  U.S. 
shipbuilders.  The  Pentagon  chief  has  de- 
cided to  cut  as  many  as  50  ships  (including 
oilers  and  supply  vessels)  out  of  the  big 
U.S.  Navy  buildup  approved  by  the  out- 
going Ford  Administration  early  this 
year.  That  plan  called  for  157  new  ships 
and  21  others  to  be  modernized  over  the 


Brown:  What  looks  rosy  in  the  budget 
will  look  biack  for  U.S.  shipbuilders. 


next  five  years  at  a  cost  of  S6  billion  to  $10 
billion  annually.  It  was  designed  to  pro- 
duce the  600-ship  Navy  the  admirals  say 
they  need  to  meet  the  modern  and  still- 
growing  Soviet  fleet.  With  the  cutback, 
Brown  hopes  to  save  at  least  SI  billion  a 
year.  His  decision  is  due  to  surface  in 
January -when  he  unwraps  the  fiscal  1979 
budget.  The  reduction  is  bound  to  cause 
an  uproar  on  Capitol  Hill,  with  the  con- 
gressional Armed  Sen  ices  and  Appropri- 
ations committees  leading  the  chorus. 
The  word  in  Congress  is  that  House 
Armed  Services  wants  an  average  of  30 
new  ships  a  year,  while  Brown's  plan 
could  mean  as  few  as  19.  ■ 
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Home  Centers: 

In  the  right  place 
at  the  right  time. 


The  Home  Center  industry  has  doubled  its 
sales  in  five  years. .  .as  home  refurbishing 
boomed.  And  Lone  Star's  Home  Center 
sales  have  tripled.  We're  also  a  volume 
supplier  of  lumber  to  the  building  market, 
and  housing  starts  are  rising  again.  With 
some  200  facilities  serving  builders  and 
do-it-yourself  homeowners,  Lone  Star  is  in 
the  right  place  at  the  right  time;  and  we 
plan  to  play  an  even  larger  role  in  the 
future. 

The  do-it-yourself 
phenomenon. 

Today  more  and  more  Americans  are 
fixing  up  and  expanding  their  homes.  And 
more  than  ever,  they're  doing  the  work 


themselves.  At  Lone  Star's  Home  Centers, 
we  provide  the  home  craftsman  with  the 
shopping  convenience  and  service  he 
needs. 

Lone  Star  Cement: 
an  even  bigger  future. 

We're  the  Western  Hemisphere's  lead- 
ing producer  of  cement,  ready-mixed 
concrete,  and  sand  and  gravel  aggre- 
gates. The  demand  for  cement  is  growing 
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steadily  and  will  be  in  close  balance  with 
supply  in  many  places  by  1980.  Again, 
Lone  Star's  future  looks  excellent. 

Our  1976  cement  sales  were  well  ahead 

In  the  right  place  at  the  right  time. 


of  1975.  Also,  in  1976,  our  overall  sales 
and  earnings  hit  their  highest  point  ever. 
So  in  both  of  our  major  business  areas, 
we're  in  the  right  place  at  the  right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  One  Greenwich  Plaza,  Greenwich, 
Conn.  06830  for  our  Annual  Report. 
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Noblesse  is  crafted 

with  traditional 
Montblanc  perfection. 
Deep  engravings 
through  layers  of 
precious  metals  create 
a  brilliant  relief  of 
enduring  elegance. 

Noblesse  fountain 
pen  $95,  ballpoint  and 
pencil,  each  $45.  In 
14  Kt.  heavy  gold 
electroplate  or  gleam- 
ing rhodium  electro- 
plate. Ask  at  your 
pen  store  to  see 
other  models  in  the 
Noblesse  line. 
Individually  or  in 
sets,  beautifully 
gift  boxed. 

Incomparable  flexibility 
of  the  all  new  long- 
profile  14  Kt.  gold 
fountain  pen  nib 
accentuates  the  writing 
style  of  every  person- 
ality. Choice  of  extra- 
fine  to  broad  nib.  Each 
fountain  pen  is 
provided  with  two 
Montblanc  ink  car- 
tridges and  an  inter- 
changeable converter 
for  alternate  piston 
filling  as  desired. 

For  full-color  literature 
describing  the  com- 
plete world-famous 
Montblanc  fine,  write 

to  Koh-|.-Noor 
Rapidograph.  Inc., 
100  North  St.,  Blooms- 
bury,  N.J.  08804, 
exclusive  U.S. 
representative. 


I'm 


Montblanc  writing  instruments  and  writing 
inks  are  available  at  fine  stores,  stationers, 
college  stores  and  pen  shops  everywhere. 


Follow-through 


A  Bull  For  All  Seasons 

"The  market  s  going  to  1400,  maybe 
1.500.  I'm  buying.  I'm  a  raving  bull  these 
days!"  That  euphoric  prediction, 
prompted  by  Jimmy  Carter's  election, 
was  given  to  Forbes'  Street  Walker 
(Dec.  1,  1976)  by  Meyer  Berman  of  Wall 
Street  s  Merkin  &  Co.  The  Dow  Jones 
industrials,  then  in  the  9(X)s,  have  since 
gone  as  low  as  802. 

Berman  s  enthusiasm,  however,  is  un- 
shaken. Long  a  successful  bear,  he 
switched  with  Carter  because,  he  said, 
"Historically,  under  Republican  admin- 
istrations, the  market  performs  very- 
poorly  compared  with  what  it  does  under 
Democratic  presidents."  He  still  thinks 
so.  "I  think  we  can  break  into  new  highs 
within  18  months.  The  problem,  he 
says,  is  that  "stocks  are  simply  out  of 
fashion.  .  .  .  i  think  if  you  were  to  re- 
place all  the  dummies  who  run  these 
mutual  funds  and  insurance  companies 
with  businessmen  who  know  the  value  of 
things,  the  market  would  close  one  day 
and  open  the  next  day  at  1350  or  14(K). 
Foreigners,  he  notes,  are  grabbing  up 
U.S.  real  estate  while  stocks  fall.  Why? 
"Real  estate  is  owned  by  pros.  Too  much 
stock  is  controlled  by  children." 

Energy  Insurance 

Thomas  E.  Noel,  a  39-year-old  former 
Army  officer,  took  command  of  the  Stra- 
tegic Petroleum  Reserve  Office  in  the 
summer  of  1976,  with  orders  from  Con- 
gress to  buy  and  store  500  million  barrels 
of  crude  oil  by  1982,  roughly  90  days  of 
"insurance  against  any  future  oil  embar- 
go. The  Nov.  15,  1976  Forbes  reported 
Noel  s  view  of  the  program,  then  figured 
to  cost  about  810  billion:  "It's  a  bargain, 
it's  necessary  and  it's  a  positive  approach 
to  a  very  serious  problem. 

Today,  Tom  Noel  has  a  new  com- 
mander-in-chief, Jimmy  Carter,  a  new 
title.  Acting  Assistant  Secretary  for  Re- 
source Applications  in  the  new  Energy 
Department,  and  a  new  goal,  1  billion 
barrels  of  oil  before  1985,  at  a  cost  (in- 
cluding storage)  of  perhaps  S20  billion. 

Noel's  portfolio  also  includes  responsi- 
bility for  the  Navy's  petroleum  reserves 
at  Elk  Hills,  Calif,  and  Teapot  Dome, 
Wyo.,  but  none  of  this  oil  will  be  in- 
volved in  the  strategic  reserve.  He  also  is 
in  charge  of  the  government's  uranium 
enrichment  program. 

With  the  Pentagon  handling  the 
buying,  SPRO  so  far  has  contracted  for 
about  27  million  barrels  of  crude  and  has 
1.5  million  stored.  Most  of  that  is  Saudi 
oil  pumped  this  summer  into  an  empty 
salt  dome  in  Louisiana.  Last  month, 
Norwegian  North  Sea  crude  began  filling 


Thomas  E.  Noel:  His  year-old  mission  to 
build  a  stockpile  of  oil  is  one  bright 
spot  in  the  country's  energy  program. 


another  dome  at  Freeport,  Tex.  Noels 
new  targets  are  250  million  barrels 
stored  by  the  end  of  next  year.  .500  mil- 
lion— the  program  s  original  1982  goal — 
in  place  by  1980.  His  office  thinks  the 
billion-barrel  final  figure  can  be  reached 
by  1983. 

One  of  the  few  bright  spots  in  the 
beleaguered  Carter  energy  program, 
SPRO  is  alive  and  working  in  Washing- 
ton and,  "it  is  on  schedule,    Noel  says. 

Small,  But  Oh  My 

Forbes'  Statistical  Spotlight  for  Nov. 
15,  1976  shone  on  "another  list  of  sound 
companies  whose  only  sin  is  to  be  small. 
Wall  Street  was  ignoring  these  well- 
managed  smaller  firms,  the  report  said, 
but  "for  individual  investors,  there  are 
investment  opportunities  that  have  not 
been  seen  for  years. 

That  Spotlight  was  right  on  target. 
Since  last  fall  the  average  market  price  of 
the  stocks  on  Forbes'  list  of  "little  load- 
ed laggards  has  risen  from  10%  to  14  a 
share,  an  increase  of  32%.  The  Dow 
Jones  industrials,  during  the  same  time, 
skidded  from  935  to  822,  a  decline  of 
12%.  Forty-one  of  Forbes'  selections 
have  gone  up;  one  is  unchanged;  ten 
have  dropped.  (Four  of  the  56  have  dis- 
appeared in  mergers.) 

The  gains  in  many  cases  are  impres- 
sive. Kelly  Services,  the  temporary-per- 
sonnel firm,  for  example,  went  up  82%, 
from  17  to  31.  John  Fluke  Manufactur- 
ing, a  maker  ot  precision  electronic  test- 
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Risk  management  assistance 
around  the  world 


RPLLINSBURPICK 
HUNTER, 


Multinational  Insurance  Brokers 

World  Headquarters 
10  South  Riverside  Plaza 
Chicago,  Illinois  60606 


May  I  take  it  then,  the  decision  to  move 
to  Phoenix  is  unanimous? 


POWER •  WATER •  LAND  -LABOR-SUN 

Greyhound  made  the  decision.  So  did  Litton 
Industries  and  Digital  Equipment  Corporation. 

Before  those  moves  transpired,  you  can  be  cer- 
tain that  Phoenix  received  careful  scrutiny.  And 
was  selected  over  many  other  contenders. 

But,  while  that  sounds  promising,  we're  aware 
that  you  must  make  your  own  analysis.  To 
begin,  we  offer  a  free  book  called:  "Economic 
Assets  of  Greater  Phoenix'.'  As  the  electric  and 
water  utility  serving  the  prime  suburban  indus- 
trial areas,  we  were  able  to  make  it  very  inter- 
esting reading.  Particularly  the  parts  dealing 
with  our  Right-To- Work  law  and  the  tax  exemp- 
tions on  manufacturer's  inventories. 

Of  course,  we  did  not  neglect  our  unsurpassed 
climate,  overnight  proximity  to  30  million  West 
Coast  prospects,  transportation,  skilled  work 
force,  range  of  improved  and  unimproved  sites 
and  dependable  power  and  water  supply... and 
more.  Requests  on  your  letterhead  should  be 
directed  to  Mr.  Ben  Warren  and  will  be  treated 
in  the  strictest  confidence. 

We  will  be  most  happy  to  help  make  your  deci- 
sion unanimous. 

Salt  River  Project 

POWER  <#-  WATER 

Area  Development  Division.  P.O.  Box  1980.  Phoenix,  AZ  85001 


Follow-through 

ing  and  measuring  equipment,  whose 
earnings  had  shown  steady  growth  since 
1969,  enjoyed  a  24%  increase.  Acme 
Electric,  a  manufacturer  of  power  con- 
version gear,  soared  134%. 

The  opportunities,  in  short,  were  right 
where  the  Spotlight  found  them. 

Britain's  Nuclear  Future 

Sir  John  Hill,  Britain's  nuclear  energy 
chief,  told  Forbes  a  year  ago  (Nov.  1, 
1976)  that  despite  North  Sea  oil  and  the 
boom  spirit  it  brought,  his  country's  real 
long-term  energy  salvation  lay  in  atomic 
power  and  specifically  in  breeder  reac- 
tors, which  create  fuel  as  they  work. 
How  have  Hill  and  his  hopes  fared? 

The  18-year-old  British  prototype 
breeder  has  been  "retired   and  Hill  has 


Sir  John  Hill:  Britain's  chief  of  atomic 


energy  is  still  fighting  for  his  dream. 


no  go-sign  to  build  one  of  commercial 
size.  As  part  of  his  campaign  to  halt  the 
spread  of  nuclear  arms,  President  Carter 
wants  to  kill  the  U.S.  breeder  program. 
Hill  thinks  Carter's  cause  is  worthy  but 
that  killing  the  breeder  won't  help  it.  His 
own  solution:  internationally  owned  nu- 
clear centers  where  the  whole  fuel  cycle 
could  be  kept  under  tight  guard. 

While  his  breeder  has  stay  ed  in  limbo. 
Hill  has  come  on  strongly.  Shedding  his 
native  shyness,  he  has  survived  running 
battles  with  Energy  Secretary  Anthony 
Wedgwood  Benn  to  win  reappointment 
this  fall  as  chairman  of  the  U.K.  Atomic 
Energy  Authority  .  But  a  big  public  in- 
quiry into  British  plans  for  reprocessing 
atomic  fuel  (which  the  U.K.  hopes  to 
build  into  a  major  export-oriented  indus- 
try has  the  country  s  whole  nuclear  in- 
dustry at  a  standstill.  ■ 
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Hie  PPG  plan  for  growth  is  controlling  it. 


PPG  Industries  is  a  multi- 
ndustry  company  with  a 
lealthy,  long-range  plan  for 
jrowth.  It  is  predicated  on  the 
Xjical  development  of  our 
stablished  lines  of  business: 
Slass,  coatings  and  resins, 
:hemicals,  and  fiber  glass. 

These  are  profit  centers 
hat  continue  to  set  sales 
ecords.  This  year's  third  quar- 
er  sales  were  the  highest  for 
my  third  quarter  in  the  history 
>f  PPG.  Earnings  for  the  quar- 
er  were  the  same  as  those  of 
3st  year's  comparable  period. 

PPG's  steady  growth 
hrough  the  years  has  been 
iccompanied  by  the  contin- 
ious  payment  of  dividends 
ince  1899.  Which  confirms 
he  merit  of  our  controlled 
li  versification. 

As  a  multi-industry  com- 
>any,  we  serve  many  indus- 
rial  markets  in  the  automo- 
ive,  construction  and  gen- 
iral  industrial  fields,  domes- 


tically and  internationally.  We 
also  make  and  market  such 
consumer  products  as  paints, 
glass  and  antifreeze. 

To  meet  the  increasing 
demand  for  its  products,  PPG 
is  increasing  its  capital  spend- 
ing to  more  than  $200  million 
a  year  for  the  next  five  years. 

This  increased  demand 
offers  opportunities  for  addi- 
tional growth  in  all  our  lines 
of  business.  It  includes  prod- 
ucts that  meet  the  need  for 
lighter  cars.  Products  that 
help  answer  the  demand  for 
housing.  Products  for  energy 
conservation.  Products  for 
the  improving  commercial 
construction  market.  High- 


technology  products  to  meet 
increasing  needs  in  the 
industrial  field. 

For  a  multi-industry 
company,  it's  a  great  way  to 
grow. 

For  your  copy  of  the 
1977  Third  Quarter  Report 
and  the  1976  Annual  Report, 
write:  PPG  Industries,  Inc., 
Dept.  F-7,  One  Gateway 
Center,  Pittsburgh,  Pa. 
15222. 

PPG  :  a  Concern 
for  the  Future 


INDUSTRIES 


Financial  update:    SrdQtr.  3rdQtr.  First9mos.  First9mos. 

1977     1976        1977  1976 

Net  sales  (millions)  $647.8  $590.6    $1,865.7  $1,680.9 

Net  earnings  (millions)  40.4     40.1         118.6  118.1 

Net  earnings  per  share  1.29      1.29  3.80 

Cash  dividends  per  share  .40       .33          1.17  .96 

Per  share  figures  reflect  the  June  23, 1977, 3-for-2  stock  split. 


in  1918,  we  were  the  world's  largest  maker  of 
military  trucks.  We  are  again  today. 


Most  people  know  American 
Motors  Corporation  for  our  cars.  Our 
Pacers,  Gremlins,  Matadors  and  our  ex- 
citing new  Concords,  the  car  that  gives 
you  the  luxury  Americans  want,  plus 
the  size  America  needs.  And,  of  course, 
we've  also  become  famous  for  our 
exclusive  amc  buyer  protection  plan.® 

But  very  few  people  know  us  for 
the  other  markets  we're  in.  Even  though 
were  the  market  leader  in  many  of  these 
areas.  And  have  a  lot  longer  history  in 
them  than  you'd  expect. 

Out  in  front  at  the  front. 

For  instance,  in  1918,  France  and 
England— as  well  as  the  U.S.— were  all 
using  our  vehicles  to  help  fight  World 
War  I.  That  year  we  were  the  world's 
largest  maker  of  tactical  vehicles. 
We  are  again  today.  AM  General  makes 
more  tactical  wheeled  vehicles  than 
Mack,  International  Harvester,  GM, 
Ford  and  Chrysler  combined.  In  fact, 
over  the  last  ten  years,  we' ve  won  just 
about  every  competitive  bid  awarded  by 
the  U.S.  for  quarter-ton,  two-and-a-half 
and  five-ton  tactical  trucks.  And  we're 
a  major  supplier  of  tactical  vehicles  to 
foreign  governments. 

Another  big  buyer  of  our  trucks  is 
the  Postal  Service.  We've 
won  every  competitive  bid 
for  their  quarter-ton  de- 
livery vehicles  since  1969. 
So  most  of  your  mail  is 
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delivered  by  American  Motors. 
We  were  history  when  Ford 
was  in  the  future. 

But,  our  early  history  wasn't  in- 
volved with  just  trucks.  We  began  mass- 
producing  cars  back  in  1902,  one  full 
year  before  Ford,  ten  years  before 
Chevrolet  and  only  one  year  behind  the 
world's  first  mass-producer:  Oldsmo- 
bile.  In  those  days  we  were  known  as  the 
Thomas  B.  Jeffery  Company.  And  in 
our  first  year  we  sold  1500  cars. 
We  didn't  miss  the  bus. 

We  began  building  buses  in  the 
early  days,  too.  We  built  our  first  bus  in 
1913.  That  year  our  output  was  one  bus. 
In  1976,  our  AM  General  Corporation 
overtook  GM  in  bus  deliveries  to  public 
transit  authorities  for  the  first  time  in 
our  history.  And,  as  anyone  who  knows 
anything  about  the  administration's 
energy  program  will  tell  you,  transit 
buses  are  expected  to  become  a  major 
market  in  the  next  few  years.  So,  we 
look  for  an  increasing  demand  for  our 
buses  as  the  market  expands. 

Whatever  the  market  is,  though. 


we  have  every  expectation  of  getting  o 
share  of  it.  Because  no  one  else  in  the 
U.S.  makes  innovative  products  like  o 
trackless  trolley  — it's  a  bus  that's  powi 
ered  by  overhead  wires  — and  our  new 
articulated  bus  that's  made  in  two  seen 
tions.  and  actually  bends  around  cornet 
A  four-wheel  drive  to  the  top. 
Our  four-wheel-drive  vehicles 
have  a  long  history,  too.  We  were  mas 
producing  four-wheel-drive  trucks  as  fj 
back  as  1914.  Today,  our  Jeep  brand  o{ 
four-wheel-drive  sports  utility  vehicles 
is  the  leader  in  sales  both  here  in  the 
U.S.  and  worldwide. 

In  fact,  since  1970.  Jeep  sales  ha< 
grown  four-fold.  We've  had  to  increaa 
production  12  times  just  to  keep  upwii 
the  demand.  This  year,  we'll  sell  over 
150.000  vehicles  worldwide. 

Another  area  where  we  have  a 
long  history  is  our  Wheel  Horse  Prod- 
ucts division.  Wheel  Horse  marketed 
the  first  garden  and  lawn  tractors. 
Today,  Wheel  Horse  has  a  broader  line 
of  tractors  and  attachments  marketedl 
under  the  Wheel  Horse  name  than  am 
other  brand  in  the  field. 

There  you  have  it.  a  much  bettej 
picture  of  American  Motors  Corpo- 
ration. So.  you  see.  in  the  coming  yean 
we're  not  only  going  to  make  great  cal 
we're  going  to  make  great  strides. 

American  Motors 
Corporation 


Readers  Say 


Little  Validity? 

Sir:  Re:  "The  Cry  Of  'Reverse  Dis 
crimination'  Has  Little  Validity"  (Fact 
and  Comment,  Oct.  15).  Equality  under 
the  law  means  equality  under  the  law. 
Some  ideals  must  by  their  nature  be 
absolute.  I  wonder  how  willing  you 
would  be  to  abridge  the  Freedom  of  the 
Press?  Just  a  little  bit,  say  by  requiring 
your  magazine  to  devote  12%  of  its  edito- 
rial space  to  black  business,  6%  to  His- 
panic business,  etc.,  etc. 

— Ivan  Mothershead 
Charlotte,  N.C. 

SlR:  I  hope  that  when  Mr.  Forbes  goes 
to  a  hospital  for  an  operation  he  never 
has  to  worry  about  whether  the  medical 
person  treating  him  got  into  medical 
school  by  virtue  of  a  lowering  of  admis- 
sion standards  for  minority  groups. 

— Mary  Keas 
Alexandria,  Va. 

SlR:  It  is  a  goal  of  our  society  to  devel- 
op the  best  doctors  possible,  not  to  se- 
cure a  numerical  spread  of  equal 
"shares"  in  the  profession  based  on  skin 
color,  language,  religion  or  other  irrele- 
vant factors.  We  should  only  want  to 
make  certain  that  everyone  has  an  equal 
opportunity  to  compete.  For  this  reason, 
we  at  the  ADL  favor  the  adoption  of 
affirmative  action  programs  of  remedi- 
ation and  compensatory  training  for  the 
disadvantaged  regardless  of  race.  For- 
mer Justice  Douglas  wrote:  "The  Equal 
Protection  Clause  commands  the  elimi- 
nation of  racial  barriers,  not  their  cre- 
ation in  order  to  satisfy  our  theory  as  to 
how  society  ought  to  be  organized." 

— Arnold  Forster 
Anti-Defamation  League  of 
B'nai  B'rith 
New  York,  N.Y. 

Sir:  You  are  "all  wet."  I  hope  your 
financial  acumen  is  better. 

— Peter  J .  Woytowitz 
Towson,  Md. 

SlR:  Forgotten  in  the  discussion  re- 
garding the  Bakke  reverse  discrimina- 
tion case  is  the  fact  that  only  a  portion  of 
the  qualified  persons  wanting  to  enter 
the  medical  profession  is  being  ad- 
mitted. This  situation  must  not  be  al- 
lowed to  continue. 

— Ransom  A .  Pierce 
Berkeley,  Calif. 

Vigorous  Trustbuster 

SlR:  In  connection  with  your  story 
"The  Lull  Before  The  (Antitrust)  Storm" 
(Aug.  15),  Assistant  Dean  Theodore  P. 


Kovaleff  of  Columbia  University  sug- 
gests (Readers  Say,  Oct.  1)  that  Demo- 
crats lack'  a  vital  antitrust  policy,  and 
cites  events  that  are  now  25  years  old. 
History  has  valuable  lessons,  but  one 
must  beware  of  mistaking  them  for  evi- 
dence concerning  the  present. 

Restoration  of  competition  in  energy, 
dealing  with  the  phenomenon  of  shared 
monopoly,  arguing  for  longer  penalties 
and  the  removal  of  exemptions  and  im- 
munities are  all  likely  to  characterize  the 
Carter  Administration's  search  for  the 
reestablishment  and  strengthening  of 
the  free-enterprise  system. 

It  Dean  Kovaleff  has  any  ideas  to  sug- 
gest for  antitrust  enforcement  today, 
perhaps  he  could  contribute  them.  Or 
perhaps  he  is  simply  storing  up  more 
lessons  of  history  for  a  letter  he  intends 
to  write  25  years  from  now. 

— John  H.  Shenefleld 
Assistant  Attorney  General, 
Antitrust  Division 
U.S.  Department  of  Justice 
Washington,  D.C. 

Good  Question 

SlR:  For  19  years  Jordan  occupied  the 
West  Bank  and  Egypt  occupied  the  Gaza 
Strip.  From  1948  to  1967,  these  two 
Arab  countries  had  it  in  their  power  to 
establish  a  Palestinian-Arab  state  in 
these  territories,  yet  they  did  not  do  so. 
Did  the  oft-trumpeted  "legitimate  rights 
of  the  Palestinians"  not  concern  King 
Hussein  and  the  Arab  states  during  all 
those  years? 

— Bernard  L.  Albert 
Scarsdale,  N.Y. 


Moderate  Crime 

SlR:  If  you  are  so  upset  about  the 
availability  of  handguns  in  certain  parts 
of  this  country  (Fact  and  Comment,  Oct. 
1),  may  I  suggest  you  stay  in  New  York 
where  handguns  are  next  to  impossible 
to  purchase  and  crime  rates  are  so 
"moderate." 

— John  L.  Boyer 
Fort  Worth,  Tex. 

No  Mandatory  Retirement 

SlR:  Re  MSF  Jr.  s  editorial  on  man- 
datory retirement  (Oct.  1).  Not  that 
many  oldsters  will  hang  onto  jobs  be- 
yond age  65.  At  any  rate,  those  who 
attempt  to  solve  an  employment  prob- 
lem for  young  people,  minorities  or 
women  by  putting  older  persons  out  of 
work  trade  one  form  of  unemployment 
for  another.  True,  turnover  at  higher 
management  levels  does  open  the  way 
for  fresh  talent.  But  nothing  would  pre- 
vent companies  from  limiting  tenure  on 


top  jobs  to  a  certain  number  of  years 
with  no  reference  to  age. 

The  tongue-in-cheek  suggestion  that 
an  end  to  mandatory  retirement  would 
benefit  the  federal  bureaucracy  proves 
illusory.  Not  many  aggressive  young  re- 
formers would  be  kept  out  of  top  jobs  in 
the  government  since  only  about  a  thou- 
sand (out  of  two  million  federal  employ- 
ees) civil  servants  a  year  stay  until  the 
current  mandatory  age  of  70  catches  up 
with  them.  Mandatory  retirement  in- 
fringes on  a  basic  human  right— the  right 
to  be  judged  on  one  s  ability  rather  than 
on  age  alone. 

— Paul  Findley 
U.S.  House  of  Representatives 
Washington,  D.C. 

SlR:  My  own  opposition  to  mandatory 
retirement  stems  from  observation  of 
what  happens  to  older  people  who  are 
regarded  by  others — and  by  them- 
selves— as  unfit  to  work.  One  out  of  ev- 
ery four  Americans  ends  his  or  her  life  in 
a  nursing  home.  Ending  mandatory  re- 
tirement will  not,  by  itself,  solve  the 
problem  of  old  age  in  America.  But  it 
will  go  a  long  way  in  the  right  direction. 

— Aryeh  Neier 
American  Civil  Liberties  Union 
New  York,  N.Y. 

Great  Painting 

SlR:  I  was  struck  by  the  painting  of  the 
young  Indian  ("A  Great  Painting,"  Fact 
and  Comment,  Oct.  1).  Not  only  was  it 
poignant  in  expression,  but  the  technical 
execution  was  superb.  I  would  appreci- 
ate it  if  you  could  forward  an  address  for 
the  artist. 

— Pete  V.  Domenici 
U.S.  Senate 
Washington,  D.C. 

James  Bama's  address  is  Wapiti,  Wyo. 
82450— MSF. 


Don't  Knock  Docs 

Sir:  Re  "Physician,  Heal  Thy- 
self. .  .  Or  Else!"  (Oct.  1).  Government 
criticism  stresses  health-care  cost.  It  ig- 
nores value. 

— Donald  C.  Corner 
Executive  Vice  President, 
Memorial  Hospital  Medical  Center 
Long  Beach,  Calif. 

SlR:  The  government  through  Medi- 
care and  Medicaid  is  the  biggest  perpe- 
trator of  price-fixing  in  the  medical-care 
field.  Through  its  fee-schedule  guide- 
lines, medical  services  are  no  longer 
competitive.  The  physician  is  tempted  to 
charge  the  maximum  allowable  since  the 
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The  $8.9  billion 
misunderstanding 


Your  highway  taxes  should  not  be  detoured  while 
roads  and  bridges  remain  inadequate  or  incomplete. 

In  1976,  the  Highway  Trust  Fund  had  a  balance  of  $8.9  billion,  all 
of  it  paid  by  the  people  who  use  the  nation's  roads.  $38  from  each  typical 
motorist  and  $1 ,335  from  each  large  truck  annually,  derived  from  taxes 
on  gas,  oil  and  tires  and  several  other  taxes  on  heavy  trucks  and  buses. 
The  $8.9  billion  is  supposed  to  pay  for  highway  construction  and 
rebuilding— nothing  else.  That's  why  Congress  created  the  Highway 
Trust  Fund.  Yet  today,  Congress  is  under  pressure  to  detour  part  of  the 
Fund  for  projects  not  related  to  highways. 
Herein  lies  the  big  misunderstanding. 

The  Highway  Trust  Fund  balance  is  needed  for  federal  highway  projects 
already  committed.  In  1976,  federal  highway  project  authorizations 
exceeded  $22  billion.  The  trucking  industry  strongly  opposes  funding 
non-highway  projects,  however  worthy,  with  highway  tax  dollars. 
Efficient  trucking  operations  depend  on  good  roads  for  trucks  to  deliver 
most  of  the  food  and  other  consumer  goods  on  which  we  all  depend. 
The  Highway  Trust  Fund  should  be  spent  only  on  highways  and  bridges 
because  many  of  them  are  in 
desperate  need  of  rebuilding  or 
replacement.  If  you  drive,  we  think 
you'll  agree. 

This  message  is  brought  to  you  by 
Eaton  Corporation,  makers  of  truck 
components  for  the  American 
Trucking  Industry. 


i  fOUNDATION 


Truck  Components 


rHE  PEOPLE  WE  DON'T  INSURE 
MAKE  SAFECO  A  BETTER  DEAL 
FOR  THOSE  WE  DO  INSURE. 


SAFECO  insurance  isn't  right  for 
i\/ery  business.  And  not  every  busi- 
pss  is  right  for  us 


And  you'll  find  our  policies  are  com- 
petitively priced,  yet  they  offer  the 

broadest  cover- 


However,  if  you 
ave  a  mid-size 
lell  managed,  re- 
sponsible busi- 
ess,  you're  in  luck 
ijecauseourexclu- 
Ive  commercial 
plicies  are  tailored 
Ir  your  needs. 

And,  quite  frank- 
I  we  avoid  high 
ability  and  high 
\re  risks.  Because 
[e  think  a  respon- 
se person  in  Se- 
ttle should  not 
l  ave  to  pay  for  the 
arelessness  of  a 
lessy  auto  parts 

ealer  in  Topeka.  This  means  all  the 
eople  we  insure  get  better  cover- 
ge  for  less  money.  Dollar  for  dollar. 

Any  way  you  look  at 
that  means  much  bet- 
r  value— the  name  of 
e  game  at  SAFECO. 


age  in  the  busi- 
ness. And  we're 
just  as  fast  to  act 
on  a  claim  — usu- 
ally within  eight 
hours— as  we  are 
to  give  you  a  quote. 

And  here's 
something  else 
you  can  count  on. 
Underwriting  con- 
sistency. 

So  if  your  busi- 
ness meets  our 
standards,  you 
can  count  on  a 
long  and  lasting 
relationship. 
Just  see  an  in- 
dependent SAFECO  agent  listed  in 
the  Yellow  Pages.  Because,  when 
you  come  down  to  it,  it's  the  agent's 
business  to  know  your 
CAcenn      business.  And  our  busi- 
SAF  ECU      ness  to  give  you  a  better 

deal  on  insurance. 


H.R.  "High  Risk"  Murphy,  auto  parts  expert  and  good  ol'  boy. 


SAFECO  Insurance  Company  of  Amenc 
Home  Office— Seattle,  Washington 


P  The 
Essex  House 
is  all  you  need 

to  know 
about  hotels  in 
NewYbrk. 

New  York's  finest  address 
overlooking  Central  Park. 
Enjoy  quiet  style  and  superb 
service  while  staying  with  us 
in  a  spacious  room  or  a 
beautiful  suite. 


Marriotts, 
ESSEX  HOUSE 

160  Central  Park  South,  NYC. 
Call  (212)  247-0300  or  800-228-9290 
toll-free  for  reservations. 
Telex  12-5205 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Readers  Say 


government  is  in  effect  going  to  foot  the 
bill.  The  medical  societies  have  for  years 
been  against  this  type  of  fixed-fee  struc- 
ture. If  the  Federal  Trade  Commission 
wants  to  investigate  anyone,  it  appears 
that  HEW  ia  the  place  to  start. 

—Selvyn  B.  Bleifer,  M.D. 
Beverly  Hills,  Calif. 

SiR:  Since  three  out  of  four  premature 
deaths  and  disabilities  are  due  to  lifestyle 
excesses,  the  best  hope  we  have  is  to  get 
people  to  promote  their  own  health. 

— Morris  E.  Chafetz,  M.D. 

Washington,  D  C. 

SiR:  You  state,  "The  employer  doesn't 
fully  pay  for  the  company  insurance  plan; 
he  deducts  the  premiums  as  an  operating 
expense."  How  interesting.  All  of  our 
costs  of  doing  business  are  operating 
expenses. 

— William  E.  Burch 
President  <b  Chief  Executive  Officer, 
Ered  S.  James  <b  Co. 
Chicago,  III. 

SiR:  Your  cover  story  was  to  the  point, 
getting  to  the  heart  of  many  problems 
my  profession  is  now  facing. 

— David  T.  Dodd,  M.D. 
Murfreeshoro,  Tenn. 


Sir:  Please 
subscription. 


discontinue  my 

-Samuel  Stearns,  M.D. 
Jamaica  Plain,  Mass. 


Canal  Controversy 

SiR:  Re  "The  New  Panama  Canal 
Treaty  Should  Be  Approved"  (Fact  and 
Comment,  Oct.  1).  If  Panama  really 
wants  the  Canal,  they  will  accept  it  with- 
out being  paid  to  take  it. 

— Carl  Wipprecht 
Rusk,  Tex. 

SiR:  Would  you  give  back  Florida  to 
Spain?  Would  you  give  Texas  and  Cali- 
fornia back  to  Mexico?  Would  you  give 
back  the  entire  continent  to  the  Indians? 

— Paul  B.  Daniels 
Con  nellsville ,  Perm . 

SiR:  A  referendum,  at  the  election  of 
November  1978,  would  provide  the  an- 
swer and  end  the  time-wasting  squabble 
now  going  on.  Panama  had  its  own  refer- 
endum and  this  makes  sense. 

— William  N.  Robh 
Sarasota,  Fla. 

SiR:  Hamilton  Jordan  was  seated 
across  from  me  at  the  Mayflower  Hotel 
in  Washington.  What  do  you  say  to  the 
number  one  confidant  of  the  President  of 


the  United  States?  After  deliberating,  I 
shook  his  hand,  announced  who  I  was, 
then  told  him  how  I  became  convinced 
that  the  new  Panama  Canal  treaty  before 
the  Senate  was  good  for  our  coun- 
try ..  .  only  after  I  had  read  your  edito- 
rial in  the  Oct.  1  issue. 

—John  P.  C alios 
Los  Angeles,  Calif. 

Erudite  Edwin  Newman 

Sir:  Re  "Edwin  Newman  Is  Nothing  If 
Not  Erudite"  (Fact,  and  Comment,  Oct. 
1).  Did  I  write  that  piece  three  years 
ago?  I'm  glad  it  held  up. 

— Edwin  Newman 
New  York,  N.Y. 

Sir.  Just  what  does  Edwin  Newman 
know  about  balloons  and  motorcycles? 

— Allen  T.  Sullivan 
Nashville,  Tenn. 

•SiR:  Methinks  some  of  the  gas  should 
be  let  out  of  the  Forbes  balloon.  It  flies 
too  high  from  reality.  Is  it  really  so  diffi- 
cult to  accept  if  not  appreciate  why  so 
many  agree  with  Edwin  Newman? 

— Howard  Wilson 
Boston,  Mass. 

Fine  Piece 

SiR:  "The  Great  Hamburger  Paradox" 
(Sept.  15)  is  one  of  the  finest  articles  I 
have  read  concerning  economics  in  a 
business  magazine  in  recent  years. 

— Josh  Tay lot- 
Atlanta,  Ga. 

SiR:  Only  rarely  does  one  see  new 
insights  so  clearly  explained  and  put  so 
accurately  in  historical  context. 

— James  D.  McCamant 
San  Francisco,  Calif. 

SiR:  .  .  .  cuts  through  the  steaming 
heaps  of  jargon  which  characterize  most 
economic  reporting  and  says  something 
worth  thinking  about  in  a  way  that's 
worth  reading. 

— Scott  Gut  fiery 
Cliff  wood,  N.J. 

Sir:  We  would  have  much  more  effec- 
tive laws  if  our  political  leaders  would 
read  and  understand  it. 

— Robert  W.  Walton 
Lompoc,  Calif. 

Sir:  Is  it  possible  to  get  reprints  of 
David  Warsh's  article? 

—F.H.Ahlfeld 
Philadelphia,  Perm. 

Reprints  are  available  at  Forbes  at 
$1 .25  a  copy — Ed. 
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The  copier  that  worked  its  way  to  the  fop. 


he  Saxon  3  was  designed  as  a 
able  low-medium  volume  plain 
>ercopier"smali"business  could 
rd.  That's  how  we  introduced  it. 
i  that's  how  we've  sold  it  to 
jsands  of  thrifty  little  offices, 
low  some  of  the  largest 
porations  in  America  are  also 
losing  the  Saxon  3. 
vnd  we  couldn't  be  less  surprised, 
because  big  business  needs 
savings.  And  that's  what  our 
(on  3  offers  over  copiers  in  the 
ox  660  to  3100  range.  In  fact, 
l  a  list  price  of  $2,995*,  the 


Saxon  3  costs  less  to  buy,  rent,  or 
lease  than  just  about  any  other 
plain  paper  copier. 

And  any  company  can  profit  from 
our  highly  reliable  space-age 
electronics.  Our  simple  pushbutton 
controls.  Our  space-saving  size. 
Our  consistently  crisp  clear  copies. 
And  our  quick  responding 
nationwide  service  system. 

Fact  is,  everybody  in  business  is 
looking  for  a  practical  solution  to 
their  copying  problems.  That's  why 
our  made-in-America  copier  is 
making  it  big  in  America. 


An  American  success  story. 

'Manufacturer  s  suggested  list  price 

Saxon  is  a  registered  trademark  ol  Saxon  Industries  Inc   Xerox  is  a  registered  trademark  of  Xerox  Corporation 


FREE  Norman  Rockwell  prints  with  f-ii 
Saxon  3  demonstration. 

SAXON  BUSINESS  PRODUCTS,  INC. 
13900  N.W.  57th  Court 

Miami  Lakes.  FL 33014 /Call Collect:  (305)  558-1541 

Let's  set  up  a  demonstration  of  your  Saxon  3  copier.  I 
understand  that  I'll  receive  a  free  portfolio  of  four 
superb  Norman  Rockwell  prints  just  for  looking  at 
your  machine. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Phone 


saxon  3 

$2,995 


plain  paper  copie 


Who  do  you  call 

to  help  the  Space  Shuttle  program 
Setoff  the  ground? 


You  should  see  what's 
taking  off  at  the  Kennedy 
Space  Center  these  days. 

The  whole  place  is  flying. 
The  first  reusable  space 
vehicle  gets  a  recycled 
launch  site. 

To  get  ready  for  the  first 
Space  Shuttle  launch  by 


1979,  over  21  facilities  and 
operations  at  the  Center 
must  be  adapted  and  refitted. 

The  result? 

An  efficient  recycled 
launch  site  for  an  efficient 
reusable  space  vehicle. 

It's  a  complex  assign- 
ment entailing  hundreds  of 
design  analyses  and  systems 


modifications— and  it's  a 
project  monitored  for  NASA 
by  a  team  from  PRC. 

To  this  very  special 
task,  Planning  Research 
Corporation  brings  uncom- 
mon resources  — the  unique 
strength  of  19  technical  ser- 
vice companies  in  one.  And 


the  worldwide  profession 
skills  of  more  than  5,000 
experts  in  over  100  techn 
disciplines. 

The  largest  diversified 
professional  services 
company  in  the  world. 

In  fact,  for  every  prqj 
blem  you  can  think  of, 
chances  are  there's  a  PRC 


To  help  launch  the  Space  Shuttle  era  at  the  Kennedy  Space  Center, 
PRC  has  provided  cost  analyses  and  design  engineering,  and 
scheduled  and  monitored  construction  of  hundreds  of  system  and 
site  modifications  at  more  than  21  Center  facilities. 


|  of  specialists  already 
ing  on  answers. 
Planning  a  major  dam 
m  in  the  Philippines, 
vionitoring  solar  energy 
kts  for  ERDA. 
Designing  a  criminal 
e  data  system  for  New 

bd. 


Developing  the  first 
national  real  estate  computer 
service  in  the  U.S. 

The  list  of  PRC  projects 
goes  on.  And  on. 
Planning,  engineering, 
architecture.  Management 
services.  Information 
services.  We're  here  to  help. 

The  point  is,  there's  no 


problem  too  technical,  too 
complex  or  too  big  for  Plan- 
ning Research  Corporation 
to  handle. 

As  a  matter  of  fact,  what 
could  PRC  do  for  you? 
Planning  Research  Corpora- 
tion, 1850  K  Street,  N.W., 
Washington,  D.C.  20006. 
Call  (202)  293-4700. 


Call 

pre 


c5Me  (&wMkcO/^/^ 


Time  to  head  home.  Time  to  discover  anew  how  accommodating 
your  Cadillac  can  be.  As  you  slide  in  and  adjust  the  plush  power  seat, 
you  feel  the  tensions  of  the  day  begin  to  ease.  The  quiet 
surrounds  you.  Push  a  button  .  .  .  and  the  stereo  radio  seeks  out  music  to  match 
your  mood.  Stop  for  weekend  supplies  and  the  available  new  electronic  level  control 
activates  automatically  to  maintain  a  smooth,  level  ride.  Merge  onto  the  freeway  and  you 
appreciate  those  special  Cadillac  conveniences  available  ...  as  your 
Cadillac  remembers  to  turn  on  its  lights  with  the  approach  of  dusk. 
The  Cadillac  Hour.  In  some  ways,  it's  the  best  time  of  the  day. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


TOO  MANY  CEOs  ARE  SEWELL  AVERY-ING 


With  their  corporate  cash,  and  that's  rarely  ever  a  way  to  hatc  h 
a  profit. 

Sure,  sometimes — as  in  recent  times — there's  a  better  yield 
on  cash  than  in  making  an  investment  in  capita!  spending,  in 
research  and  development. 

Short  term. 

Waiting  for  the  picture  to  "clarify''  is  a  futile,  fatuous  misex- 
ercise  of  executive  judgment.  Present  boardroom  timidity  is 
justified  by  CEOs  on  the  basis  that  "we're  worried  about 
inflation";  "we  want  to  see  what  the  new  tax  bill  contains "; 
"we're  worried  about  Carter  s  attitude  about  business"  and 
such  stuff. 

Historically,  there  has  never  been  (and  I  doubt  if  there  ever 
will  be)  either  political  or  economic  certainties.  Waiting  for 
same  simply  insures  the  demise  of  corporate  growth.  Manage- 
ments with  no  faith  in  the  future  are  surefire  future  failures. 


Timing  in  spending  has  a  part  to  play,  but  it's  a  relatively 
minor  one  for  top  executives  of  caliber  and  quality. 

Piling  up  cash  is  no  tribute  to  any  corporate  management. 

If  a  company's  executives  don't  put  piled-up  cash  to  work  in 
increased  efficiency,  plant  equipment,  new  product,  market 
ing,  research  and  development,  acquisitions  or  aggressive 
expansion,  they  should  resign  or  be  bounced.  Or  their  board  of 
directors  is  derelic  t. 

1  think  more  of  the  too  many  corporate  Waiters  i<  ill  get  back 
to  work  putting  their  money  to  work  again.  As  a  result  1  believe 
1978  will  prove  a  far  better  year  than  is  now  predicted. 

There's  a  several  months'  time  lag  between  corporate  capital 
commitment  and  the  actual  payout  of  cash,  so  the  last  half  of 
1978 — contrary  to  all  the  current  downbeat  forecasts  one  reads 
these  days — will  probably  be  better  than  the  first  half 

Waiting  has  been  overdone. 


MARKET  FORECASTING  BY  BOWLS  AND  BOWELS  IS  BULL 


The  so-called  market  "technical"  forecasts  based  on  graph- 
formed  "pictures"  (saucer;  head  and  shoulder)  or  when  certain 
averages  hit  certain  levels  arc-  basically  nonsense.  It's  hard  to 
realize  that  there  are  a  number  of  investors  who  have  connip- 
tion fits  over  such  "fits." 

These  signals  are  as  soundly  grounded  as  those  some  nuts 
keep  sending  to  outer  space  in  the  hopes  that  little  green 
people  with  antennae  will  receive  and  respond. 

The  trouble  is  those  investors  who  do  receive  these  saucer 
"tea-leaf  insights"  do  respond  with  stock  market  sales  or  pur- 
chases. The  impact  is  modest  because  the  number  of  those 


with  such  limited  sense  is  limited. 

Value;  prospects;  returns;  tax  considerations;  discoveries; 
patents;  capital  expenditures;  new  managements;  mergers;  the 
economy's  present  health  (or  lack  of  it)  and  probable  course; 
and,  above  all.  how  individual  and  institutional  investors  feel 
about  today  and  what's  ahead,  these  all  provide  sensible 
grounds  for  stock  market  ac  tion  (despite  the  fact  that  as  often  as 
not,  or  more  often  than  not,  the  action  taken  turns  out  to  be  a 
mistake). 

But  automatic  signals  and  pictures  drawn  by  connecting  all 
sorts  of  market  transaction  data  are  for  the  birds. 


BURNS'  BRIDGES  BURNED 

If  I  were  Jimmy  the  Greek,  I'd  be  giving  100-to-l  odds  too  bad  that  in  the  end  it  appears  that  the  Fed,  instead  of  'being 

against  Federal  Reserve  Chairman  Arthur  Burns'  reappoint-  the  fine  tuner  it's  sometimes  assumed  to  be,  is  as  bewildered  as 

incut.  It's  about  as  likely  as  New  York  running  out  of  money  the  rest  of  us  about  the  ebb  and  flow  of  money  volume 

problems.  The  Good  Arthur  goes  with  head  high,  even  if  his  tuning  fork 

His  testimonial  is  the  slowed  rate  of  inflation — though  it's  may  be  a  bit  bent. 
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WIPING  OUT  MANDATORY  RETIREMENT  AT  65 

is  going  to  be  very  tough  on  some  of  the  older  people  it  is  provisions  at  the  age  of  65,  you  can  bet  your  boots  that  when 

supposed  to  benefit.  one  or  another  worker  reaches  mid-50s,  a  company  will  begin 

There  are  an  appreciable,  if  statistically  unascertainable,  thinking  about  whether  his  or  her  services  are  going  to  be  up  to 

number  of  older  employees  who  would  have  been  fired  but  are  par  for  the  next  20  years  or  so. 

kept  on  only  because  they  are  nearing  retirement  age.  .  Obviously,  such  individuals  won  t  be  dischargeable  at  6.5 — 

If  it  becomes  illegal  to  have  corporate  mandatory  retirement  so  it  will  be  done  some  years  before  that. 

WHO  MADE  BIG  MONEY  ON  COPPER  STOCKS? 

Yep,  Tom  Evans. 
And  not  so  very  long  ago. 

By  being  frustrated  in  not-so-tender  offers  to  take  over  one 
copper  company  after  another,  he  sold  to  the  fender-offers  at  a 
high  profit  the  shares  he'd  acquired. 
Now  look  at  copper  stocks. 

I  don't  know  what  you'd  call  a  man  who  nets  $multimillions 
while  being  prevented  from  making  what  turns  out  might  have 
been  a  costly  short-term  mistake,  but  I'm  sure  no  one  would 
refer  to  Mr.  Evans  as  "poor  Tom." 

WE  WERE  BROUGHT  UP  TURNING  OFF 

lights,  that  is.  Then,  though,  it  was  to  save  money. 

As  five  sons  of  a  Scottish  pop,  switching  off  lights  on  the  way  So  it's  not  hard  to  reinstate  old  habits.  Only  this  time  it's  to 

to  dinner,  or  on  the  way  to  bed,  or  on  leaving  any  room  became  save  something  getting  to  be  more  valuable  than  money — 

second  nature.  energy. 

TRAIN:  A  TWAIN  THAT  MEET 


Forbes'  newest  columnist,  John  Train,  provides  proof  posi- 
tive that  wit  and  wisdom  are  a  twain  that  meet.  Maybe  it  will  scare 
off  some  of  our  dulldome  readers  to  know  that,  as  an  undergrad- 
uate, he  was  editor  of  the  Harvard  Lampoon  and  subsequently  a 
founder  of  the  Paris  Review.  It's  not  ordinary  prepping  for 
becoming  one  of  the  more  savvy  investment  counselors,  which  he 
is.  To  further  confound  those  who  don't  think  the  stock  market's 


behavior  is  funny,  Mr.  Train,  along  with  investment  profits, 
collects  funny  names  of  real  people.  A  chuckleful  compilation  of 
many  such,  with  a  preface  by  S.J.  Perelman,  has  just  been 
published  (Renuirkable  Names  of  Real  People,  Clarkson  N. 
Potter,  Inc.,  New  York,  $4.95).  While  his  Forbes  musings  will 
not  be  intentionally  amusing  (see  p.  206),  his  book  is. 
Welcome  aboard  our  Train. 


SPEAKING  OF  BOOKS,  HEREWITH  SOME  SUGGESTIONS 

The  Widower's  Son — by  Alan  Sillitoe 
In  Saturday  Night  and  Sunday  Morning  and  The  Loneliness  of  Excerpt:  "You've  got  to  train  your  powers  of  observation  " 
the  Long  Distance  Runner,  Alan  Sillitoe  better  pinned  the  lack-  Charlie  went  on.  "Don't  just  look  at  things.  Most  people  see 
of-class  lifestyle  of  today's  young  Brits.  This  work  is  a  more  mature  nothing.  They  don't  want  to.  Don't  have  to,  I  suppose.  Rut 
if  less  exciting  dissection  of  a  significant  English  segment — the  if  you  train  yourself  to  see  as  well  as  look,  you'll  be  better 
military'  and  the  retired  military.  (Harper  6  Row,  $8.95)  than  most." 

Illusions — by  Richard  Bach 

After  Jonathan  Livingston  Seagull,  what  is  there  to  say?  can't  you  see  it's  not  anywhere  outside  of  you?  Say  you  have  it, 
Lots.  And  in  the  form  of  a  barnstorming  Messiah  who  wants  to  and  you  have  it!  Act  as  if  it's  yours,  and  it  is!  What  is  so  damned 
be  rid  of  carrying  his  Message,  Richard  Bach  sows  lots  of  hard  about  that?' ;  "What  the  caterpillar  calls  the  end  of  the 
heartening  seeds:  "There  is  no  problem  so  big  that  it  can't  be  world,  the  master  calls  a  butterfly.  (Delacorte  Press/Eleanor 
run  away  from.";  ".  .  .  if  you  want  freedom  and  joy  so  much,     Friede,  $5.95) 

Great  Disasters — edited  by  John  Canning 
A  graphically  chilling  review  of  the  worst  catastrophes,  both     and  sublime  selflessness  with  which  so  many  people  face  or 
natural  and  man-made  of  our  century — so  far.  (Octopus  Books,     react  to  the  gravest  challenge.  Even  when  a  disaster  seems  to 
London,  British  Book  Center,  153  E.  78th  St.,  N.Y.C.,  $5)         be   unmitigated,    it   is    perhaps    this    that   saves   it  from 
Excerpt:  The  brighter  side  must  also  include  the  courage     being  total. 
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Fishbait — by  William  "Fishbait"  Miller 


In  this  as-told-to,  tell-all  memoir,  a  former  congressional 
doorkeeper  keeps  talking  about  the  need  to  nurture  the  po- 
litico ego.  Egad,  from  reading  this  book  I'm  sure  no  ego 
on  Capitol  Hill  could  have  equaled  Miller's  own.  (Prentice- 
Hall,  $12.50) 


too  met  their  Waterloos.  1  saiv  James  V.  Stanton  after  his  defeat 
when  he  had  tried  to  become  the  head  of  a  committee  investigating 
the  CIA.  The  committee  had  wanted  Nedzi  and  not  Statiton,  and 
now  he  knew  how  it  felt.  He  was  walking  along,  his  head  low, 
slouching  dejectedly  on  his  way  down  the  House  steps.  I  knew  it 


Excerpt:  Host  my  bid for  another  term  as  Doorkeeper  by  a  vote  of  ivas  wrong,  but  I  was  gloating  a  bit.  1  couldn't  resist  giving  him  a 
100  to  150  in  Democratic  caucus.  I  thought  of  each  of  them  as  they     little  finger  wave.  He  got  my  message. 

Property  Of — by  Alice  Hoffman 
A  stark,  perceptive  portrayal  of  what  motivates  big  city     what  it  means  when  a  girl  gets  to  be  Property  Of  the  gang, 
youth  gangs;  their  obsession  with  "honor"  and  Colors;  how  and     (Farrar,  Straus  &  Giroux,  $8.95) 

The  Best — Encore — by  Peter  Passell 
Another  book  of  lists,  this  one  far  less  fat  but  more  fun  than     Exercise — The  main  purpose  of  exercise  is  staying  alive  and 


The  Book  of  Lists.  (Farrar,  Straus  &  Giroux,  $6.95) 
Excerpt:  The  Best  Reason  Not  to  Go  to  College — College  is  a 
dubious  investment  today,  and  there's  every  reason  to  be- 
lieve it's  getting  worse.  Harvard  economist  Richard  Freeman 
has  calculated  that  the  rate  of  return  on  a  college  education 
fell  by  about  30%  from  1969  to  1973.      Excerpt:  The  Best 

KNOCK 

While  it's  only  an  infinitesimal  drop  in  the  Pentagon  budget, 
Defense  Secretary  Brown  should  promptly  save  a  million 
bucks  by  not  shipping  American  beers  to  U.S.  forces  in  Ger- 

A  GOOD  HEART 

can  no  more  be  concealed  than  a  bad  one. 


remaining  fit  enough  to  enjoy  it.  Oddly  enough,  exercise  for 
survival  is  the  last  thing  on  the  minds  of  most  physicians. 
Your  average  Grosse  Pointe  internist  is  happy  to  recommend 
polyunsaturated  fats  and  high-fiber  vegetables,  but  doesn't 
have  the  foggiest  idea  about  what  excercise  works  or  how 
much  is  needed. 

IT  OFF 

many.  Any  uniformed  beer  drinker  who  doesn't  prefer 
Deutschland  suds  shouldn't  be  drinking  anyway — he's  already 
too  befuddled. 

A  HUG'S  A  HAPPY  THING 

while  a  shrug's  so  often  destructive. 


PAYING  THE  PIPER  ON  SOCIAL  SECURITY 


If  Congress  has  its  way,  Social  Se- 
curity payroll  taxes  will  nearly  triple 
within  the  next  decade.  The  purpose 
of  this  enormous  increase  is  to  save 
the  system  from  insolvency. 

Unfortunately,  Congress'  cure  will 
hurt  the  very  mechanism  that  makes 
Social  Security  and  other  benefits 
possible — a  vibrant  economy. 

In  effect,  Congress  will  be  remov- 
ing tens  of  billions  of  dollars  from  the 
productive  end  of  the  economy  to  the 
consumer  end. 

Social  Security  taxes  are  a  cost  of 
doing  business  for  an  employer.  If 
these  costs  go  up,  the  employer  will 
cope  by  trying  to  pass  them  on 
through  higher  prices,  or  by  reducing 
his  payroll.  To  the  employee,  the  tax 
is  just  that — a  tax,  a  nondeductable 
one  as  well.  To  cover  his  higher  tax 
the  worker  (or  his  union)  will  demand 
higher  wages. 

All  this  means  inflation. 

In  the  past  Congress  keyed  Social 
Security  benefits  on  an  overly  opti- 


By  M.S.  FORBES  Jr. 

mistie  set  of  assumptions,  the  kind  of 
assumptions  that  New  York  City  once 
used  to  justify  its  grandiose  pension 
promises. 

Even  with  these  huge  tax  hikes, 
Social  Security,  for  demographic  rea- 
sons, will  likely  face  trouble  by  the 
turn  of  the  century.  There  will  not  be 
enough  people  working  to  support 
those  eligible  for  payments. 

What,  then,  is  a  long-term  solu- 
tion? Alas,  the  unaffordable  promises 
have  to  be  scaled  back,  and  the  best 
way  to  do  that  is  to  gradually  raise  the 
age  at  which  one  may  collect  his  full 
benefits.  Those  who  are  now  in  their 
40s  would  collect  at,  say,  age  66  in- 
stead of  65.  Those  now  in  their  20s 
would  not  be  eligible  until  they  are  67 
or  68.  People  currently  in  their  50s  or 
early  60s  could  still  collect  at  age  65. 

By  gradually  increasing  the  Social 
Security  retirement  age  we  will  not 
have  to  further  burden  the  economy 
with  increasingly  regressive  taxes  in 
the  future.  Only  in  that  manner  will 


all  of  us  be  able  to  get  something  from 
Social  Security  for  our  old  age. 

EPA  OFF  BASE 

The  Environmental  Protection 
Agency  is  all  set  to  attack  the  noise 
"pollution"  from  dishwashers,  vacu- 
um cleaners,  blenders,  air  condition- 
ers and  other  appliances.  The  EPA 
thinks  that  the  home  is  too  noisy  and 
that  this  is  contributing  to  a  loss  of 
hearing  in  millions  of  Americans. 

Somebody  should  tell  these  public 
guardians  to  direct  their  efforts  else- 
where. The  biggest  noisemakers  on 
the  home  front  are  children  and  ste- 
reo sets,  and  even  the  EPA  would  be 
hard  put  to  find  a  way  to  make  rock 
stars  and  kids  quieter. 

To  most  of  us  a  noisy  appliance  is 
more  of  a  comfort  than  an  irritant.  It 
means  the  darn  thing  is  working. 

Moreover,  as  the  EPA  acknowl- 
edges, those  noiseless  appliances  will 
be  costlier  and  less  efficient.  Who 
needs  that? 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  thus  editor's  mind. — MSF 


The  No-Retirement  Test 

Employers  typically  give  workers  a 
test  run  on  the  job  for  a  relatively  few 
years,  or  even  months.  After  that,  firings 
are  rare  even  where  competence  and 
productivity  are  in  doubt.  In  part,  this 
tenure  tradition  persists  because  em- 
ployers can  count  on  a  terminal  date  for 
the  retirement  of  inferior  workers.  If 
workers  come  to  be  judged  on  merit  and 
productivity  in  later  life,  they  will  face 
less  lenient  judgment  in  earlier  life  as 
well. 

In  light  of  these  competing  rights,  it 
would  be  irresponsible  to  legislate,  a 
principle  before  the  consequences  are 
understood.  Fortunately,  a  major  ex- 
periment is  at  hand.  California  has  re- 
cently abolished  all  mandatory  retire- 
ment. Congress  should  await  the  results 
before  imposing  the  experiment  on  the 
entire  nation  or  the  Federal 
Government. 

— New  York  Times  editorial 

Definitions 

Conservative,  n.  A  statesman  who  is 
enamored  of  existing  evils,  distinguished 
from  the  Liberal,  who  wishes  to  replace 
them  with  others. 

Egotist,  n.  A  person  of  low  taste, 
more  interested  in  himself  than  in  me. 

— Ambrose  Bierce. 
quoted  in  American  Heritage 

Canal  Fears 

So  much  of  the  fear  about  the  loss  of 
control  is  based  on  memories  of  the  Ca- 
nal as  it  was,  not  as  it  is  or  will  be.  The 
fear  also  overlooks  the  fact  that  Panama 
has  a  greater  interest  than  we  do  in 
maintaining  the  viability  of  the  Canal. 


For  us  it  is  at  most  one  adjunct  to  com- 
merce and  defense.  For  Panama  the  Ca- 
nal is  vital;  for  it,  the  closing  of  the  Canal 
would  be  a  disaster. 

The  hard  truth  is  that  in  the  modern 
world  time  is  running  out  on  the  kind  of 
foreign  power  position  the  U.S.  has  held 
in  Panama.  .  .  .  Not  only  were  the  Pana- 
manians second-class  citizens  in  their 


own  country  ,  but  the  country  itself  was 
cut  in  half;  until  recently  there  was  no 
way  to  get  from  one  part  to  the  other 
except  by  small  boat.  To  expect  people 
not  to  resent  that  is  to  expect  too  much. 

— Vermont  Royster, 
Wall  Street  Journal 

Hoiv  To  Help  Kids 

When  asked  what  the  governor  could 
do  for  him,  one  sixth-grade  student  re- 
sponded. "Lower  taxes  so  my  parents 
won't  be  mad  all  the  time." 

— S  ew  Jersey  Monthly 

Doggone  Lucky  Racer 

You  have  people  waiting  on  you  hand 
and  foot,  and  if  you  allow  yourself  to 
respond  to  it,  you're  dead  when  the 
attention  is  gone.  The  pace  of  my  life  is 
so  fast  it's  impossible  to  have  many 
friends  or  a  relationship  with  a  woman 
who  stays  beside  me.  I  have  a  girlfriend 
now,  but  she  doesn  t  travel  with  me. 
Nothing  for  her  to  do  but  follow  me 
around  like  a  dog.  I  don  t  want  a  dog.  I 
already  have  one. 

— Grand  Prix  champion  driver 
James  Hunt,  in  "\V" 

There's  Plenty  of  OH 

If  there  are  painful  oil  and  gas  short- 
ages in  the  future — and  there  may  well 
be — it  will  not  be  because  the  fuels  are 
not  there  to  be  found.  A  shortage  might 
strike  because  producers  have  not  devel- 
oped w  ays  of  bringing  potenital  supplies 
to  consumers  at  an  affordable  price.  The 
government  is  not  giving  them  enough 
incentive  to  do  so.  .  .  . 


Many  promising  sites  have  yet  to  be 
drilled.  Besides  that,  oceans  of  un- 
pumped  oil  are  known  to  exist  in  the 
U.S.  Only  about  a  third  of  the  oil  in  a 
well  is  ever  brought  to  the  surface  by 
present  methods.  Sophisticated  second- 
ary and  tertiary  recovery  methods  exist 
to  get  that  oil  out.  Some  drilling  experts 
calculate  that  the  recovery  rate  could  be 


increased  to  60%.  which  would  almost 
double  U.S.  recoverable  reserves.  The 
market  price  would  be  high — $14  to  $20 
per  barrel — but  it  might  be  reduced  by 
technological  breakthroughs 

— Time  magazine 

Would  You  Believe  It? 

The  Royal  Air  Maroc  jetliner  was 
preparing  to  leave  Kennedy  Interna- 
tional Airport  last  Aug.  10  when  the 
police  arrested  two  boarding  passen- 
gers, Mohammed  Fadel  Musaid  of 
Brooklyn  and  Ali  Elmawri  of  Dear- 
born, Mich.  Six  automatic  handguns 
and  300  rounds  of  ammunition  had 
been  found  in  their  baggage.  Earlier 
the  police  had  received  an  anony- 
mous tip  that  an  attempt  would  be 
made  to  hijack  the  airliner. 

Mr.  Musaid  and  Mr.  Elmawri  were 
held  in  Federal  Court  in  lieu  of  $150,000 
bail.  At  the  least,  they  faced  charges  of 
illegal  transport  of  arms  aboard  an  air- 
liner and  attempted  export  of  weapons 
without  a  Federal  license. 

All  charges  have  been  dismissed. 

Bernard  J  Fried,  chief  of  the  criminal 
division  in  the  United  States  Attorney's 
office  in  BrooklvTi,  says:  "There  was  in- 
sufficient evidence  to  prove  intent  to 
violate  the  law." 

— New  York  Times 

Infiltrating  Sex 

Sexual  Problem  Jokes  are  beginning  to 
be  slipped  into  the  standard  show-busi- 
ness repertoire  [in  television]  as  easily  as 
frozen  yogurt  is  infiltrating  ice-cream 
parlors.  — The  Sew  Yorker 

Esprit  de  Corps-less  Army 

The  U.S.  Army — unlike  the  Marine 
Corps — has  never  understood  the  im- 
portance of  pride. 

Other  armies,  back  to  the  time  of  the 
Roman  legions,  have  recognized  the  im- 
portance of  battle  honors  and  tradition; 
of  drums  and  bugles  and  bagpipes  and 
handsome  uniforms;  of  elite  regiments 
and  stirring  drill,  abov  e  all  of  the  simple 
atavistic  admiration  of  men— and  wom- 
en— for  brave  men.  These  are  some  of 
the  things  that  make  a  soldier  feel  proud 
of  himself  and  his  unit.  The  U.S.  Army, 
by  contrast,  has  always  seemed  oddly 
determined  to  turn  every  recruit  into  a 
mere  number,  a  thoroughly  computer- 
ized, tabulated  and  quantified  bureau- 
crat-in-uniform, with  about  as  much 
dash  and  color  as  a  codfish. 

— Stewart  Alsop,  Newsweek 


I'm  not  concerned  with  making  money  anymore.  You  see, 
a  life  is  like  an  airplane  journey.  No  matter  how  good  the 
takeoff,  no  matter  how  good  the  flight,  if  you  have  a  crash 
landing,  then  it  was  all  for  nothing.  I  am  coming  in  for  the 
landing  now.  The  important  part  of  my  life  is  just  beginning. 

— Soichiro  Honda,  founder  of  Honda  Motor  Co. 
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Some  people  set  their  sights  higher  than  others. 


Seagram's  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 

CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO.,  N.Y.C. 


The  Communicators... 


.Through  our  growing  network  of  overseas  facilities  —  branches,  representative 
ffices,  subsidiaries  and  correspondents— Manufacturers  Hanover  offers  international 
ustomers  direct  access  to  virtually  any  marketplace  in  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 


1978 Uuick'RegaL 
Down-to-earth  dream  car. 


1978  Regal.  Outwardly,  the 
shape  is  clean.  Uncluttered.  Inside, 
it's  pure  magic.  In  the  way  it  looks. 
The  way  itfeels.  All  in  all,  adream  car. 

Yet  in  the  interest  of  functionality, 
the  new  Regal  is  much  trimmer 
than  last  year's  model.  To  make  it 
more  maneuverable  in  city  traffic. 
Easier  to  park. 

Why  people  love  going 
places in 
aBuick. 


Want  more  evidence  of  Regal's 
down-to-earth  qualities?  All  right. 
How  about  the  fact  that  it  gives  you 
more  trunk  room,  more  head  room 
and  more  leg  room  than  last  year's 
coupe?  How  about  the  new  3.2  litre 


(196-cu.-in.)  even- 
firing  V-6  that  comes 
as  standard  equip- 
ment? And  got, 
according  to  the  EPA, 
an  estimated  33  mpg 
in  the  highway  test,  19 
in  the  city,  and  23  mpg  combined 
when  equipped  with  a  manual 
transmission  (powertrain  not  avail- 
able in  California).  Or  an  available 
231-cu.-in.  (3.8  litre)  V-6  with 
automatic  transmission  that  got  an 
estimated  27  mpg  in  the  highway 
test,  19  in  the  city  and  22  combined. 
(This  V-6  powertrain  is  required 
in  California  and  EPA  estimates  are 
lower  there.)  Your  mileage  may 
vary  depending  on  how  and  where 
you  drive,  the  car's  condition, 
and  how  it's  equipped. 

Regal  Coupe  and  Limited  models 
are  equipped  with  GM-built  engines 
supplied  by  various  divisions.  See 
your  Buick  dealer  for  details. 

Anyway,  you  get  the  point. 
Regal  is  a  pretty  amazing  combina- 
tion of  the  things  you  want  and  the 
things  you  need  in  a  car.  And  we 
suppose  we  could  stop  here. 

But  there's  one  more  little  bit 


It  tells  you  everything. 

of  Buick  science  and  magic  that 
really  makes  our  case. 

It's  the  Regal  Sport  Coupe. 
And  it's  powered  by  a  3.8  litre  (23i| 
cu.-in.)  turbocharged  V-6  engine. 

Turbocharged  by  exhaust  gas< 
it  offers  the  passing  power  you  wa 
from  the  six  cylinders  you  need. 

Incredible. 

The  new  Regal.  What  it  is.  is  a 
little.science.  And  a  little  magic. 
At  your  Buick  dealer. 


JL  little  science 
«A  little  magic. 


Forbes 


Steel:  After  The  Shutdowns 
And  Layoffs,  What? 

Does  the  U.S.  have  too  much  steel  capacity?  Or  too  little? 


Steel  mills  are  closing,  and  Bethle- 
hem has  just  hit  the  front  pages  with  the 
biggest  single  quarterly  loss  in  anybody's 
history.  The  writeoffs  and  layoffs  are 
both  part  of  a  deliberate  process  by 
which  this  giant  industiy  is  shrinking 
itself — a  faltering  ship  throwing  off  ex- 
cess weight  to  stay  afloat. 

Shrinking  is  not  something  businesses 
enjoy  doing.  Expanding  is  more  conge- 
nial. But  here  is  Bethlehem  drastically 
cutting  back  production  in  its  Lacka- 
wanna plant,  the  mighty  plant  that 
sprawls  for  miles  along  the  shore  of  Lake 
Erie,  just  south  of  Buffalo.  Bessie  is 
throwing  thousands  of  workers  onto  the 
jobless  rolls  in  an  area  already  plagued 
by  chronically  high  unemployment. 

What  it  all  means  is  simply  this:  Beth- 
lehem and  the  rest  of  the  steel  industry 
are  conceding  to  foreign  steel  producers 
a  major  portion  of  the  U.S.  market.  It  is 
doing  so  because  it  has  despaired  of  get- 
ting meaningful  help  from  the  U.S.  gov- 
ernment in  stemming  imports. 

Is  President  Carter  deaf  ?  Not  deaf. 
But  probably  perplexed.  The  President 
of  the  United  States  does  not  function  in 
a  world  of  simple  choices,  but  in  a  world 
of  complex  tradeoffs. 

It's  all  part  of  the  penalty  Americans 
must  pay  for  possessing  the  world's  big- 
gest and  most  productive  economy.  For 
us,  the  world  is  a  giant  drum:  Tap  it  in 
one  spot,  and  it  reverberates  all  over. 

Do  foreign  nations  sell  steel  here  and 
prevent  us  from  doing  the  same  to  them? 


Yes,  but  you've  got  to  make  allowances 
for  us,  the  foreigners  say.  Otherwise  we 
might  go  communist,  or,  what  is  worse, 
go  broke,  and  no  longer  be  able  to  buy 
from  you. 

And  it  is  foreign  orders,  after  all,  that 
create  jobs  for  millions  of  Americans. 

So,  what  does  President  Carter  do? 
Should  he  stand  by  idly  while  our  steel 
(and  TV  manufacturing)  industry  shrinks 
in  order  to  prove  how  dedicated  Ameri- 
cans are  to  world  trade? 

If  he  should  decide  to  intercede,  how 
should  he  go  about  it?  By  fostering  quota 
agreements  by  which  various  foreign  na- 
tions will  be  granted  specified  chunks  of 
the  U.S.  steel  market?  Or  should  he 
encourage  the  slapping  on  of  stiff  finan- 
cial penalties?  But  let's  face  it:  Such  pen- 
alties are  nothing  more  than  tariffs,  stiff 
enough  to  stop  most  imported  steel. 

Either  way  he  has  a  dilemma.  Quotas 
represent,  in  a  way,  a  return  to  the  old 
cartel  agreements  that  once  restricted 
world  trade.  As  for  penalties,  they  are 
simply  a  return  to  inflationary  tariffs. 

The  steel  industry  is  trying  to  force 
Carter  s  hand  on  penalties.  In  the  Gil- 
more  case,  launched  by  an  Oregon  steel 
company,  the  U.S.  Treasury  ruled  that 
the  Japanese  were  "dumping"  steel 
plates  and  levied  such  a  stiff  penalty  (a 
cash  bond  requirement)  that  the  Japa- 
nese stopped  taking  orders  on  steel 
plates  for  the  U.S.  market.  Now  U.S. 
Steel  has  launched  a  similar  case  against 
the  Japanese  across  a  broad  range  of 


products;  National  Steel  has  done  the 
same  against  European  producers  on  two 
product  lines. 

These  cases  present  the  U.S.  Treasury 
and  the  Administration  with  terrible 
choices.  To  rule  that  the  foreigners  are 
"dumping"  in  most  lines  would  be  virtu- 
ally to  bar  most  foreign  steel  from  the 
U.S.  and  lead  to  retaliation  against  U.S. 
goods.  To  rule  that  they  are  not  "dump- 
ing" would  probably  seal  the  fate  of  addi- 
tional U.S.  steel  mills. 

So,  what  should  Carter  favor?  Holding 
prices  down?  Or  jobs?  More  trade?  Or 
jobs?  Helping  friendly  nations  survive  in 
an  OPEC-shattered  world?  Or  Jobs? 
And  if  he  chooses  the  jobs,  can  he  be 
sure  that  the  inflation  and  trade  wars  that 
could  result  would  not,  in  the  long  run, 
cause  even  more  unemployment? 

Costly  tradeoffs.  Not  simple,  black- 
and-white  choices. 

If  the  choice  is — and  it  seems  to  be — 
to  let  our  industry  close  its  older  plants, 
then  Carter  faces  a  potentially  even 
more  difficult  consequence:  a  steel  short- 
age in  the  not-too-distant  future. 

Read  the  following  interview  with 
U.S.  Steel  Chairman  Edgar  Speer. 
Speer  thinks  these  closings  will  lead  to 
ultimate  steel  shortages.  Unlike  the 
President,  Speer  does  not  have  to  worry 
about  the  international  Big  Picture.  But 
Speer  is  clearly  very  angry.  This  inter- 
view is  no  measured  exercise  in  public 
relations.  He  is  expressing  an  anger  that 
President  Carter  cannot  ignore. 
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•'The  Hell 
With  Expanding  ... 
We  Won't  Even  Have 
The  Money  To  Maintain 


. .  'If  the  law  was  enforced 
properly,  foreign  steel,  now 
about  20%  of  the  market, 
might  fall  to  somewhere 
between  8%  to  10%' . . ." 


Forbes  reminded  Speer  that 
only  a  few  years  back  he  had 
been  predicting  a  big  steel 
boom,  a  period  of  shortages 
and  that  U.S.  Steel  would  be 
earning  $10  a  share  two,  three 
years  in  a  row. 

"Oh  sure.  It  s  coming.  And 
with  all  the  cutbacks  in  mod- 
ernization and  expansion,  the 
shortage  will  be  much  worse 
rjow.  Sooner  or  later  this  coun- 
try will  start  spending  on  ener- 
gy, transportation  and  capital 
investment.  Delaying  these 
things  just  means  that  you'll  get 
a  flood  against  the  dam,  and 
when  it  finally  breaks,  all  hell 
will  break  loose. 

"It's  going  to  be  tremendous- 
ly inflationary,  this  shortage. 
The  Europeans  and  others  w  ill 
get  the  best  prices  they  can  and 
charge  more  than  domestic 
producers 

"Did  you  realize  that  steel 
consumption — not  produc- 
tion— for  the  third  quarter  was 
just  over  29  million  tons.  That  s 
close  to  the  record  consump- 
tion of  1973-74.  The  only  sector 
that  is  having  a  little  recession 
all  of  its  own  is  the  steel  indus- 
try—because of  imports.  Not 
the  rest  of  the  economy. 

"Steel  consumption  is  up  in 
America  and  world  steel  con- 
sumption is  down.  The  foreigners,  in  an 
effort  to  operate  at  as  high  levels  as  they 
can,  are  taking  as  big  a  piece  of  the  U.S. 
market  as  they  possibly  can. 

"You  guys  [the  press]  think  that  every- 
thing revolves  around  Washington.  Hell, 
Washington  doesn't  do  anything.  They 
put  pressures  on  you  one  way  or  the 
other.  But  it's  that  blasted  marketplace 
out  there  that  does  it.  When  world  de- 
mand for  steel  picks  up,  steel  prices  will 
go  up,  and  earnings  will  be  better,  just 
like  in  1973  and  1974." 

Forbes    reminded    Speer    that  he 


Chairman  Edgar  Speer  of  U.S.  Steel 

didn't  mind  calling  upon  the  government 
for  help  with  the  import  situation. 

"As  chairman  of  U.S.  Steel  I  feel  the 
same  about  our  government  as  I  do  as  a 
citizen.  I  expect  our  government  to  pro- 
vide a  certain  amount  of  safety  from  il- 
legal acts  as  defined  by  legislation.  For 
that  service  I  pay  taxes,  and  when  I  pay 
taxes,  I  expect  them  to  enforce  the  laws. 
It's  like  I  kill  people  every  day  driving 
my  car.  and  the  cop  says.  'He  likes  to  kill 
people — let  him  go!  Our  undertakers 
aren  t  busy  enough. 
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"And  tliry  still  say,  send  your  check 
down  here,  you  owe  us  taxes.  Christ, 
were  getting  no  return.  Legislation, 
three  years  old.  provides  a  fair  and  or- 
derly marketing  situation  in  this  country 
about  which  we  say:  'Great,  we  11  com- 
pete with  anybody  in  the  world  on  a  fair 
market  basis,  and  it  we  can't  compete, 
we  shouldn't  be  in  the  business. 

"Instead,  some  idiot  in  Washington 
says,  you  dummies  can't  compete,  your 
companies  are  mismanaged,  you  don't 
spend  any  money  on  your  facilities,  you  re 
all  run  down,  you're  polluting  the  goddam 
environment,  we  don't  need  you  anyhow; 
we  can  keep  our  nit  lation  down  by  bring- 
ihgin  more  imports.  We  don't  care  wheth- 
er their  government  subsidized  them  or 
whether  their  taxpayers  subsidized  them, 
that's  no  business  of  ours. 


President  Hiroshi  Saito  of  Nippon  Steel 

"I'll  tell  you  this:  t  here  will  not  be  a 
steel  industry  in  this  country  if  we  con- 
tinue to  conduct  our  business  as  usual, 
which  is  to  do  nothing.  The  hell  with 
expanding;  we  won't  even  have  the  mon- 
ey to  maintain  anything. 

"America  has  gone  through  what  ap- 
parently isn't  a  lesson,  where  the  per- 
centage of  imported  energy  finally  got 
high  enough  that  the  importers  said: 
Okay,  we  re  going  to  tell  you  what  the 
price  is  now;  take  it  or  shove  it.' 

"Now  the  day  is  fast  approaching  where 


the  American  steel  industry,  too,  will 
supply  only  50%  of  the  steel  to  American 

Consumers.  What  presents  these  great 
trading  partners  of  ours  from  saying: 
'We  11  make  our  profit  in  America  because 
the\  haw  to  have  our  steel.  We  ll  sell  our 
steel  at  cost  to  our  automotive  and  our 
appliance  steel  users.'  It  is  a  dismal  out- 
look. Once  the  basic  materials  are  chal- 
lenged within  an  economy,  the  total 
economj  is  being  challenged. 

"The  trade  act  prov  ides  that  in  order 
to  have  this  great  free  market  of  ours 
available  tor  import,  that  imports  will  be 
priced  at  fail  market  value  and  that  fair 
market  value  be  determined  by  the  cost 
of  production,  plus  transport,  plus  dock- 
age charge,  plus  insurance  and,  the  act 
says,  up  to  8%  profit. 

"Now,  I  assume  if  that  is  what  it  says, 
that's  what  it  is.  But  importers 
are  coming  in  here  and  charging 
discounts  under  their  cost  of 
production,  forget  about  trans- 
portation and  all  the  other  costs. 
The  South  Africans,  the 
Taiwanese,  the  British,  you 
name  it,  the  Koreans — all  of 
them — are  underselling  the 
Japanese  on  the  West  Coast. 

"It's  an  auction  block.  The 
Japanese  would  come  in  and 
cut  the  price  $40,  the  Taiwan- 
ese will  cut  .m  additional  $20, 
the  Koreans  will  come  in  and 
they'll  cut  it  another  $15  and 
the  French  will  come  in  and 
the  English  and  they'll  cut  $50. 
It's  a  price  war  that's  going  on. 

"If  the  law  was  enforced 
properly,  foreign  steel  imports, 
now  about  20%  of  the  market, 
might  fall  to  somewhere  be- 
tween 8%  to  10%.  But  much 
would  be  in  product  lines  that 
we  don't  produce  anymore, 
such  as  nails  and  staples  and 
piano  wire.  It  certainly 
wouldn't  be  coming  in  plates 
in  structural^  and  cold  roll  and 
hot  roll  sheets,  galvanized 
sheets  and  tin  plate. 

U.S.  Steel  does  not  favor 
quota  agreements,  except  as  a 
fallback  position;  it  wants 
dumping  penalties  to  be  im- 
posed. The  Japanese,  by  con- 
trast, want  quota  deals,  and  a 
good  many  American  businessmen,  in- 
cluding General  Electric  s  able  Chairman 
Reginald  Jones,  think  this  is  the  best 
solution.  To  be  blunt  about  it,  penalties 
resulting  from  strict  enforcement  of  the 
dumping  laws  would  hurt  the  foreigners 
more.  And  Edgar  Speer  clearly  does  not 
want  just  to  check  foreign  inroads;  he 
would  like  to  almost  wipe  them  out. 

"Where  we're  the  low-cost  producers, 
we'll  be  damned  it  we'll  let  the  govern- 
ment or  we'll  sponsor  the  government  to 
set  up  quotas  to  give  away  what  we're 


".  .  .  'Neither  the  Japanese 
nor  the  European  Economic 
Community  will  voluntarily 
accept  so  low  a  share. 
One  yardstick  we  can  talk 
about  is  14.5%'  . .  ." 


FORBES,  NOVEMBER  15,  1977 


competitive  in,"  says  Speer. 

"It  will  hurt  tlit-  Europeans  most. 
Let's  say  the  French  are  producing  cold 
rolled  sheets  and  selling  them  at  $40  a 
ton  under  their  costs.  That's  dumping. 
Well,  there  are  provisions  under  the 
trade  act  to  stop  that.  What  the  hell  do 
we  want  to  set  up  a  quota  for  the  French 
to  dump  steel  into  this  market?  They 
haven't  earned  a  plate  in  this  market. 
We  have  the  law,  we  have  all  the  god- 
dam laws  we  need.  What  we  don't  have 
is  the  will,  see,  to  enforce  it." 

Speer  went  on  to  say  that  the  current 
shutdowns  are  directly  related  to 
imports. 

"Steel  companies  are  taking  a  new 
look,  and  they're  saying,  Here  we  have 
imports  coming  into  this  country  on  the 
low  side  of  the  cycle  that  amount  to  20% 
and  in  the  last  quarter  almost  25%.'  All 
the  other  steel-producing  countries— ex- 
cluding the  U.S. — are  exporting  75  mil- 
lion tons.  There  is  another  1(X)  million 
tons  in  the  wings  that  these  countries 
aren't  producing,  but  it's  there.  It's  one 
hell  of  a  threat.  But  there  seems  to  be 
absolutely  no  concern  in  the  Administra- 
tion that  this  is  a  problem.  The  Adminis- 
tration believ  es  that  if  we  re  going  to 
control  inflation,  the  way  to  do  it  is 
through  cheap  foreign  products  and  it 
really  doesn't  make  too  much  difference 
whether  the  American  worker  works  or 
whether  he  doesn't  work. 


"We're  saying  today,  we  don't  need  an 
extra  20c/c  of  capacity  to  serve  peak  mar- 
kets. If  we  are  only  going  to  amount  to 
75%  of  the  market,  we  don't  need  30% 
peaking  capability.  And  if  that  capacity  is 
in  older  facilities  that  really  are  noncom- 
petitive at  a  time  like  this,  on  the  low 
side  of  the  cycle,  and  if  the)  aien  t  ever 
going  to  see.  use  during  the  high  side  of 
the  cycle,  then  you  have  no  use  for 
them.  The  point  is  that  the  real  utili/.a- 


".  .  .  Edgar  Speer  clearly  does 
not  want  just  to  check  for- 
eign inroads;  he  would  like 
to  almost  wipe  them  out  .  .  ." 

tion  that  they  get  and  have  gotten  over 
the  last  20  years  has  been  somewhere  in 
the  neighborhood  of  IS  months  out  of 
every  five  years. 

"Another  factor  in  the  closings  is  that 
we  re  being  pushed  by  the  environmen- 
talists to  retrofit  pollution  control  equip- 
ment on  those  facilities  that  probably 
have  less  than  a  ten-year  life.  They  re 
marginal  no  matter  how  you  look  at  it. 
So,  obviously,  any  investment  you  have 
to  make  over  and  above  the  required 
minimum  is  a  waste.' 

Besides  investment,  Speer  goes  on, 
jobs  are  also  involved. 


"Actually,  the  problems  that  exist  to- 
day with  steel  aren  t  too  much  different 
than  in  the  periods  of  the  past  20  years — 
except  it's  become  a  political,  social 
problem.  Now  that  maybe  48,000  steel- 
workers  have  hit  the  bricks,  all  the  peo- 
ple who  provide  services  are  shocked 
because  it's  not  a  temporary  layoff — it  s 
permanent.  And  for  every  steel  job  lost, 
five  more  jobs  go,  too. 

"Every  month  the  Department  of  La- 
bor likes  to  brag  about  how  many  unem- 
ployed people  they're  pay  ingSO'/f  of  their 
wages  when  they're  not  working.  But  no 
one  is  willing  to  think  of  the  HW/i  of  the 
wages  that  you  pav  the  unemployed  steel- 
worker  as  part  of  the  price  of  the  import.  I 
don't  think  anyone  has  sat  down  long 
enough  to  figure  out  what  these  imports 
are  really  costing  this  country. 

"If  the  Administration  would  only  en- 
force the  fair  trade  laws,  then  you  would 
have  a  new  ball  game.  All  this  capacity 
(and  these  jobs)  would  be  replaced. 
Even  the  government  Council  on  Wage 
and  Price  Stability  study — the  Bosworth 
study — says  as  far  as  cost  of  production  is 
concerned,  the  American  steel  industry 
is  competitive  to  serve  the  American 
market.  Only  the  Japanese  are  close  to 
being  on  a  par  with  the  American  indus- 
try— much  more  so  than  the  European 
countries.  Even  the  Japanese  would  be 
competing  more  on  service  than  on  price 
as  thev  do  now."  ■ 


"We  Are  Being  Used  As  Scapegoats" 


Hirosiii  SAITO,  president  of  Nippon 
Steel  U.S.A.,  accepts  Edgar  Speer's 
compliment  about  Japan  being  some- 
what competitive  in  the  U.S.  market, 
but  that's  about  the  only  point  of  agree- 
ment between  the  two  men.  Inter- 
viewed by  Forbes  recently  at  Nippon's 
headquarters  on  New  York's  Park  Ave- 
nue, Saito  said: 

"In  defending  ourselves  against  these 
allegations  of  Gilmore  Steel  and  U.S. 
Steel,  we  cannot  ac  cept  this  constructed 
value  method  of  your  Treasury  Depart- 
ment in  determining  Gilmore  s  'dump- 
ing case.  This  is  unique  to  American  law 
and  no  other  country  in  the  world  ac- 
cepts it.  How  can  your  government  justi- 
fy adding  a  profit  margin  of  8%  in  com- 
puting this  value?  It  has  no  parallel 
because  there  is  no  steel  company  in  the 
world  making  nearly  8%  on  steel. 

So  why  not  spill  the  beans — -give  the 
Treasury  Department  production-cost 
data  and  have  an  end  to  it? 

"We  can  say  our  margins  are  below 
your  domestic  steel  industry,  under 
3.5%.  but  why  should  we  have  to  give 
your  government  information  we  don't 
even  give  our  own?  If  we  did,  it  would 
only  be  a  matter  of  time  before  the  infor- 
mation leaked  out." 

As  for  Speer's  suggestion  that  import- 


ers should  be  satisfied  with  8%  to  10%  of 
the  U.S.  market,  Saito  says:  "Neither  the 
Japanese  nor  the  European  Economic 
Community  will  voluntarily  accept  so 
low  a  share.  But  one  yardstick  we  ran 
talk  about  for  the  future  is  roughly 
14.5%,  No  one  complained  when  im- 
ports had  about  that.  It  wasn't  until  1977 
that  imports  really  went  up  and  this  in- 


".  .  .  'But  make  no  mistake, 
we  cannot  and  will  not  accept 
responsibility  for  your  steel 
industry's  problems'  .  .  ." 


crease  came  in  large  part  from  Third 
World  countries  and  Europe,  not  the 
Japanese." 

In  your  own  country  last  year,  imports 
accounted  for  less  than  2CA  of  the  steel 
market — most  of  that  was  in  products 
your  steel  companies  don't  produce. 
Isn't  it  unfair  to  expect  free  access  to  the 
U.S.  market? 

"Our  market  is  open,  but  it  is  a  simple 
question  of  competitiveness.  If  we  are 
already  the  most  competitive  producers, 
how  can  anyone — American  or  other- 
wise— hope  to  compete  in  our  own  back- 


yard:' As  for  balance  of  trade,  we  buy 
ov  er  a  billion  dollars  of  coal  a  year  from 
America. 
Solution? 

"An  orderly  marketing  agreement  be- 
tween Japan  and  the  U.S.  is  the  only  way 
of  bringing  about  a  solution  w  ithout  v  io- 
lating U.S.  antitrust  laws.  Voluntary 
trade  agreements  between  industries, 
like  those  worked  out  in  the  Seventies, 
v  iolate  those  laws.  So  now  it  is  up  to  our 
indiv  idual  governments. 

"But  make  no  mistake,  we  cannot  and 
w  ill  not  accept  the  responsibility  for  your 
steel  industry  s  problems.  We  are  being 
used  as  scapegoats. 

However  the  situation  is  resolved — 
and,  happily,  we  live  in  a  world  of  com- 
promises— one  thing  is.  unfortunately, 
very  clear:  Very  few  of  the  recently 
closed  mills  vv  ill  ever  open  again.  For  the 
U.S.  industry,  the  import  invasion  has 
been  both  a  prod  and  an  excuse  to  do 
what  was  probably  inevitable — that  is. 
get  rid  of  high-cost  facilities  New  steel 
capacity  will  probably  again  be  built  in 
the  U.S.  but  almost  certainly  only  in  the 
most  profitable  locations.  And  Speer  s 
hope  of  squeezing  imports  dow  n  to  10% 
or  less  of  the  U.S.  market  is  most  cer- 
tainly a  long  shot.  ■ 
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A  Modest  Proposal 

American  Broadcasting  is  making  so  much  money 

it  doesn't  know  what  to  do  with  it  all. 

How  about  giving  the  stockholders  a  break  at  last? 


By  WAYNE  WELCH 

Let  "A"  stand  for  acquisitions,  "B"  for 
broadcasting  and  "C"  for  cash,  which  the 
American  Broadcasting  Cos.  is  amassing 
at  a  breathtaking  rate.  So  leveraged  is 
the  TV  network  business  that  a  move 
from  third  to  first  place  in  the  ratings 
brought  ABC's  profits  up  300%  in 
1976— to  $4.05.  The  results  in  terms  of 
cash  formation  also  meant  a  300%  jump 
in  the  "cash  items"  column  on  the  Stan- 
dard &  Poor's  yellow  sheet  from  1974  to 
1976— from  $39  million  to  $166  million. 
At  the  beginning  of  this  year,  ABC  had 
$74  million  sitting  in  bank  certificates  of 
deposit  alone.  In  1977  the  company  has 
proved  that  it  is  not  just  another  pretty 
face  by  gaining  another  big  chunk  of 
market  share,  and  by  anticipating  profits 
estimated  to  be  $6  to  $6.15  a  share,  up 
50%  from  1976  and  500%  from  1975. 
And  what  land  of  capital  requirements 
exist  for  a  company  dominated  by  a  TV 
network,  where  the  real  assets  are  intan- 
gibles such  as  programming  costs  and 
talent  contracts? 

The  formula  for  dealing  with  ABC's 
Croesus-like  situation  might  logically 
take  the  "C"  generated  by  "B"  and  en- 
gage in  "A."  But  there  are  no  current 
plans  to  make  cash  acquisitions  other 
than  a  few  publications  in  ABC's  rela- 
tively small  specialty  publishing  divi- 
sion. "We've  been  '  approached  more 
since  our  success,"  says  James  Aber- 
nathy,  ABC's  director  of  investor  rela- 
tions. "We've  gone  higher  on  the  lists  of 
investment  bankers  with  something  to 
sell.  But  we  have  no  big  plans  for  acqui- 
sitions, now.  In  six  months,  we  might 
have  a  story  for  you." 

Six  months,  or  six  years,  from  now, 
however,  ABC  might  still  have  qualms 
about  spending  its  great  windfall  (which 
it  obviously  did  not  expect,  since  it  float- 
ed a  $100-million  debenture  issue  as  re- 
cently as  1975)  on  acquisitions  outside 
broadcasting.  It  could  simply  take  too 
much  nerve,  considering  the  company's 
solid  record  of  nonaccomplishment  in 
other  fields.  Take  last  year.  While  broad- 


casting earnings  before  taxes  more  than 
doubled  (from  $64  million  in  1975  to 
$150  million),  theaters  dropped  from 
$7.8  million  .to  $5.6  million,  and  motion 
pictures  fell  from  $834,000  to  $609,000. 
The  results  in  publishing  improved,  with 
an  earnings  gain  from  $5  million  to  $6 
million,  as  they  did  for  ABC  s  record 
business — a  1975  loss  of  $28  million 


turned  into  a  1976  loss  of  "only"  $7.4 
million — and  in  scenic  attractions,  where 
a  $13-million  loss  was  trimmed  to  a  loss 
of  "only"  $6.5  million.  "ABC  is  as  unsuc- 
cessful in  nonbroadcasting, "  says  crack 
broadcasting  analyst  Robert  Howitt  of 
First  Manhattan,  "as  it  is  successful  in 
broadcasting.  If  you're  an  investor  in 
ABC,  you  pray." 
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To  Yield,  Or  Not  To  Yield? 

At  their  regular  meeting  later  this 
month,  directors  of  American  Broad- 
casting Cos.  will  face  up  to  a  tough  but 
pleasant  problem— what  to  do  with  all 
that  cash  ABC  is  piling  up.  Management 
has  thus  far  staked  out  few  new  invest- 
ment opportunities.  (Given  its  lack  of 
success  outside  broadcasting,  that 
may  be  good  news  to  shareholders.) 
Meanwhile,  the  dividend  has  lagged 
far  beyond  ABC's  soaring  profits.  Di- 
rectors can  expect  pressure  to  build 
.  for  a  substantial  dividend  hike. 


ABC  EARNINGS 
PER  SHARE 


1977  EARNINGS.  FORBES  ESTIMATE 
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Lord  Bountiful?  First  among  equals  when 
ABC  directors  talk  about  dividends 
will  be  Chairman  Leonard  Coldenson. 


Other  options? 

Nonetheless,  Hovvitt  likes  the  stock.  If 
the  company  doesn't  use  the  "G"  gener- 
ated by  "B"  to  make  "A,"  it  still  leaves 
"D,"  dividends,  and  "E,"  executive  com- 
pensation. "E,"  not  surprisingly,  has  al- 
ready been  taken  care  of.  Under  ABC's 
Key  Employees  Incentive  Compensa- 
tion Plan,  the  maximum  amount  that  can 
be  set  aside  to  keep  executives  happy  in 
any  given  year  is  7%  of  earnings  before 
federal  income  tax  on  any  excess  over 
$50  million.  While  no  provision  was 
made  for  these  awards  in  1975,  $6.2 
million  was  contributed  by  stockholders 
in  1976.  And,  according  to  this  formula, 
as  described  in  ABC's  10-K  report  to  the 
SEC,  executive  incentive  could  be  as 
high  this  year  as  $11  million — more  than 
total  dividends  paid  fwe  years  ago.  Thus, 
in  January  1977  Chairman  Leonard  Gol- 
denson  had  $440,000  set  aside  for  him  in 
addition  to  $233,077  salary.  President 
Elton  Rule  was  awarded  $385,000  on  top 
of  a  $194,423  salary. 

With  the  executives  already  hand- 


somely taken  care  of,  and  with  cash,  if 
anything,  excessive  and  diversification 
risky,  what  options  are  left  to  manage- 
ment? Well,  there  are  always  the  stock- 
holders. As  earnings  soared  in  the  early 
Seventies,  dividends  remained  relatively 
modest;  last  year  they  amounted  to  just 
over  20%  of  profits.  This  year  through 
the  third  quarter,  ABC  earned  $4.13  a 
share;  it  paid  out  just  75  cents. 

There  will  be  a  dividend  meeting  this 
month.  For  such  outside  directors  as  Ray 
Adam,  head  of  NL  Industries,  Leon 
Hess,  head  of  Amerada  Hess,  and  Thom- 
as Macioce,  head  of  Allied  Stores,  the 
question  is:  how  much  to  raise  the 
dividend. 

ABC  does  not  have  to  distribute  its 
cash  hoard  for  fear  of  being  taken  over;  it 
is  protected  by  the  governmental  red 
tape  that  its  regulated  industry  involves. 
It  does  not  even  have  to  be  generous 
with  stockholders;  they  are  unlikely  to 
throw  the  directors  out.  But  aren't  the 
stockholders  entitled  to  a  share  in  all  the 
goodies?  ■ 


From  One  Pocket 
Into  The  Other  

As  much  as  $1  billion  will  flow  into  corporate  treasuries 
through  dividend-reinvestment  plans  this  year. 


Want  to  buy  American  Telephone  & 
Telegraph  Co.  common  at  5%  under  the 
market  price?  Then  step  right  up  and 
join  the  AT&T  Dividend  Reinvestment 
and  Stock  Purchase  Plan. 

Ma  Bell  is  just  one  of  some  20  or  so 
companies,  mainly  chronically  capital- 
shy  utilities,  where  shareholders  can 
choose  to  let  their  dividends  be  used  to 
buy  more  shares  at  only  95%  of  the 
market  price — and  without  brokerage 
commissions.  Investors  can  add  up  to 
$12,000  a  year  of  additional  cash  to  the 
plan,  in  most  instances,  to  buy  stock  at 
the  market  price,  but  still  circumvent 
the  broker's  cut. 

All  this  is  sending  yet  another  chill  up 
Wall  Street's  well-chilled  spine. 

It's  all  been  happening  quite  sudden- 
ly— an  entirely  new  form  of  corporate 
equity  financing  done  outside  the  normal 
underwriting  channels.  The  numbers  are 
impressive.  Salomon  Bros,  estimates 
that  from  $800  million  to  $1  billion  in 
new  equity  capital  will  be  obtained 
through  these  dividend-reinvestment 
programs  this  year.  That's  an  attention- 
getting  10%  or  so  of  the  total  of  $8  billion 
to  $10  billion  in  net  new  equity  financing 


that  the  investment  banker  expects  U.S. 
business  to  raise  in  1977.  In  light  of  the 
fact  that  the  first  new  stock  issue  divi- 
dend-reinvestment program  wasn't  start- 
ed until  the  end  of  1972  by  Long  Island 
Lighting  Co.,  that's  a  lot  of  progress. 
(It  wasn't  until  January  of  1975  that 
AT&T  announced  the  first  discount  pur- 
chase plan.) 


". . .  There  are  now  about  800 
plans  of  all  types,  compared 
with  only  40  in  1971  . . ." 


There  are  now  about  800  of  all  types  of 
dividend-reinvestment  plans,  compared 
with  260  in  1973.  There  were  only  40 
plans  in  1971. 

But  the  real  action  is  with  the  40  of  the 
programs  that  involve  selling  new,  unis- 
sued shares  rather  than  buying  them  in 
the  market.  Of  the  40,  about  15  utilities 
and  six  industrial  firms  are  selling  their 
stock  at  the  5%  discount,  including,  in 
addition  to  AT&T,  International  Paper 
Co. ,  Southern  California  Edison  Co.  and 


Puget  Sound  Power  &  Light  Co. 

AT&T's  discount  really  started  the 
money  rolling  in.  Today  there  are 
666,000,  or  23%,  of  Ma  Bell's  share- 
holder family  enrolled;  through  October 
of  this  year  they  had  bought  $551  million 
in  common  stock — $473.2  million  from 
dividends  that  did  not  have  to  be  paid 
out  and  $77.4  million  in  additional  cash. 
"The  dividend-reinvestment  plan  has  a 
very  solid  place  in  our  future  financing 
plans,"  says  a  pleased  AT&T  executive. 

What  about  the  brokers  who  lost  out 
on  floating  that  $800  million  to  $1  billion 
in  new  equity  this  y  ear?  Some  of  them 
think  the  plans  are  taking  money  out  of 
their  pockets,  but  others  are  making  use 
of  the  discount  programs  as  a  sales  pitch 
to  get  new  customers  to  pry  money  out 
of  savings  accounts. 

Most  corporations,  sensitive  to  their 
long-standing  relationships  with  the  un- 
derwriters and  the  continuing  need  for 
their  support,  have  put  in  the  $12,000 
annual  limit  on  additional  cash  that  can 
be  contributed  to  the  plans  and  limited 
the  5%  discount  to  shares  bought  with 
dividends  to  avoid  stepping  too  heavily 
on  brokers'  toes.  ■ 
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He!  Paved  With  Good  Intentions 


Egypt  wants  private  U.S.  investment.  U.S.  companies  want  to  invest  there. 
But  little  has  happened.  Is  the  Ford  deal  a  sign  of  better  times? 


By  JOHN  BERRY 

Hermann  Elits,  55,  the  U.S.  ambassa- 
dor to  Egypt,  is  a  frustrated  man.  In  the 
three  years  since  President  Anwar  Sadat 
announced  an  "open  door"  for  foreign 
investment,  over  3.500  American  busi- 
nessmen have  visited  Cairo  to  investi- 
gate business  opportunities  there;  at 
least  1,000  of  them  have  had  personal 
talks  with  the  ambassador,  who  keeps 
the  embassy  lights  burning  late. 

Until  late  last  month,  Elits  had  almost 
nothing  to  show  for  all  his  work.  Then, 
Ford  Motor  Co.  announced  that  the 
Egyptian  government  had  finally  ap- 
proved a  deal  in  the  works  for  years  for  a 
joint  truck-building  venture  in  Egypt  in- 
volving Ford,  the  Egyptian  government 
and  private  local  interests. 

Since  Egypt  has  moved  away  from  the 
Soviet  Union,  U.S.  government  aid  to 
this  teeming,  impoverished  country  has 
reached  the  annual  level  of  S900  million. 
But  that's  only  a  drop  in  a  very  empty 
bucket.  The  U.S.  would  like  to  leverage 
this  aid  with  private  investment.  Official- 
K .  so  would  the  Egyptian  government. 
Officially. 

Prior  to  the  sudden  announcement  of 
the  Ford  deal,  for  three  years  there  was 
exactly  one  new  private  U.S.  industrial 
investment  in  Egypt,  and  that  was  due  to 
the  persistence  of  a  Kuwaiti  contractor 
who  wanted  an  aluminum  fabricating 
plant  from  which  he  could  ship  construc- 
tion products  for  his  company's  own  use 
in  Arab  countries. 

The  American  group,  former  employ- 
ees of  Arkansas -based  Taber  Metals, 
contributed  only  technology  to  the  ven- 
ture, called  the  Arab  Aluminum  Co., 
located  on  the  Suez  Canal  at  Ismailia. 
Even  this  project  took  seven  laborious 
months  of  negotiation.  The  Americans 
and  the  Kuwaiti  contractor,  the  Kharafi 
family,  discovered  an  unwritten  rule: 
The  Egyptian  investment  authority  had 
decided  no  foreign  investors  could  earn  a 
return  of  over  7%  to  8%  on  their  money. 
The  American  businessmen  balked  and 
eventually  got  15%.  It  was  the  first  time 
that  even  the  U.S.  embassy  had  any 
inkling  such  a  guideline  was  in  effect. 

The  real  problem  is  that,  while  Presi- 
dent Sadat  was  pushing  one  way,  his  vast 
bureaucracy  often  pushed  in  another.  To 
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some  degree,  the  Egyptian  bureaucra- 
cy— like  (let  us  admit)  the  American  bu- 
reaucracy— harasses  business  for  harass- 
ment's  sake. 

Sometimes,  too,  the  Egyptians  are 
simply  unrealistic  in  their  expectations. 
In  the  past  they  insisted  that  foreign 
investors  must  produce  almost  entirely 
for  export — easier  said  than  done  in  a 
relatively  backward  nation  where  costs 
are  high  in  spite  of  low  wages.  Egy  ptian 
investment  officials  now  say  they  will 
henceforth  look  favorably  upon  plants 
that  would  substitute  domestic  produc- 
tion for  imports.  Union  Carbide,  for  ex- 
ample, is  reportedly  in  the  final  stages  of 
negotiations  for  a  joint  venture  that 
would  make  dry  -cell  batteries,  allowing  a 
cut  in  imports.  But  such  things  move 
painfully  slow. 

The  trouble  is.  said  a  U.S.  Treasury 
official  during  Secretary  Michael  Blu- 
menthal  s  visit  to  Cairo  in  late  October, 
the  country  is  "moving  from  a  closed, 
essentially  socialist,  economy  to  a  mixed 
economy  .  Such  a  change  cannot  be  made 
overnight."  Even  today  about  45%  of 
Egyptian  output  comes  from  national- 
ized companies.  These  state-owned  com- 
panies are  sacred  cows;  any  foreign  in- 
vestment which  wants  to  compete  with 
them  is  almost  automatically  in  trouble. 
The  country  is  still  paying  dearly  for  its 
ex-leader  s  pseudo-Marxism. 


After  President  Sadat's  "open-door" 
announcement,  a  Harvard- trained  eco- 
nomist, Sherif  Lotfi,  drafted  a  new  for- 
eign investment  law  .  "It  had  all  the  right 
incentives, "  says  a  U.S.  official  long- 
ingly. But  when  President  Sadat  sought 
cabinet  approval,  the  Nasser  socialists 
charged  he  intended  to  sell  the  country- 
back  to  foreign  interests.  Sadat  scrapped 
the  new  draft  and  Sherif  Lotfi,  too.  To 
replace  it.  the  economic  ministry  made 
only  minor  changes  in  the  old  law. 

The  law  included  ridiculous  require- 
ments. Item:  Any:  hard  currency  brought 
into  Egypt  for  a  project  had  to  be  ex- 
changed at  the  rate  of  one  Egyptian 
pound  for  $2.56,  the  official  rate  since 
1973.  The  so-called  parallel  rate  avail- 
able to  tourists,  and  the  most  used,  is 
$1.43.  To  make  matters  worse,  it  wasn't 
even  very  clear  under  the  1974  law  that 
profits  could  be  repatriated. 

As  the  flood  of  visiting  U.S.  executives 
generated  not  even  a  trickle  of  invest- 
ment, people — including  Egyptian  offi- 
cials who  were  putting  up  the  road- 
blocks— began  to  wonder  why.  The  joint 
Egypt-U.S.  Business  Council,  another 
1974  "open-door  creation,  asked  Lau- 
ren Surer  of  Chase  Manhattan  Bank  to 
head  a  task  force  to  survey  150  U.S. 
companies  to  find  out  what  had  gone 
wrong.  The  result  was  an  angry  indict- 
ment of  Egy  ptian  government  actions. 


Egypt's  Sadat  And  Treasury  Secretary  Blumenthal:  Three  years  after  it 
said  it  was  opening  its  door,  a  sign  that  Egypt  means  business. 


With  that  testimony  in  hand,  hoth  the 
State  and  Treasury'  departments  began 
pressing  Sadat  to  actually  open  the  door. 
Last  May  the  door  creaked  a  bit.  An 
amendment  to  the  investment  law  "more 
or  less"  straightened  out  the  exchange 
rate  hassle,  says  an  embassy  official  in 
Cairo,  and  it  includes  stronger  assurance 
about  repatriation  of  profits.  The  regula- 
tions implementing  the  changes  will  not 
be  out  for  a  couple  of  weeks,  and  some 
Egyptians — such  is  their  innocence 
about  the  way  things  work  in  the  inscru- 
table West — have  been  heard  to  say, 
"We  have  passed  the  law.  Where  is  the 
investment?  " 

The  one  type  of  investment  allowed 
since  1974  that  brought  in  some  Ameri- 
cans— as  well  as  the  French  and  Brit- 
ish— is  banking. 

Chase  Manhattan,  American  Express, 
First  National  Bank  of  Chicago  and  Bank 
of  America  all  have  accepted  minority 
partnership  in  joint  ventures.  Chases 
venture  with  the  National  Bank  of 
Egypt,  the  country's  largest,  turned  a 
good  profit  of  $2.8  million  last  year. 

But  this  very  success  is  making  local 
bankers  jealous.  It  seems  that  local  de- 
positors have  more  confidence  in  a  bank 
that  includes  "Chase  as  part  of  its 
name.  Chase  National  Bank  (Egypt)  is 


To  hear  the  government  talk  about  oil 
people  or  oil  people  talk  about  the  gov- 
ernment, you'd  think  the  two  weren't 
even  on  speaking  terms.  But  business  is 
business  and  selling  oil  to  the  govern- 
ment can  be  good  business.  For  exam- 
ple, take  the  government's  Strategic  Pe- 
troleum Reserve  (see  p.  12). 

The  initial  contracts  toward  the  pro- 
gram's goal  of  2.50  million  barrels  in  stor- 
age by  December  1978  were  awarded  on 
Aug.  17  and  Sept.  1 — for  16  million  and 
10.9  million  barrels,  respectively.  Now 
Uncle  Sam's  suppliers  are  very  happy. 

Derby  &  Co.,  an  oil  trading  firm  that 
is  part  of  Engelhard.  Minerals  &  Chemi- 
cals' Phillip  Brothers  division,  could  earn 
over  $1  million  on  a  $26-million  contract 
to  suppy  1.8  million  barrels  of  low-sulfur 
North  Sea  oil.  British  Petroleum's  BP 
Trading  subsidiary  stands  to  make  some 
$4.5  million  on  a  $129-million  contract  to 
supply  9. 1  million  barrels  from  BP's  own 
Forties  Field  production. 

Such  margins  are  extremely  good  for 
oil  trading — a  middleman  business  for 
small  volumes  in  an  integrated  industry 
of  gigantic  volumes.  Oil  traders  often  are 
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also  offering  services  similar  to  those 
available  routinely  at  banks  in  the  U.S. 
The  Egyptian  banks,  which  are  state- 
owned,  rather  than  changing  to  meet 
the  competition,  prefer  to  play  the  po- 
litical game. 

At  a  reception  at  the  American  ambas- 
sador s  residence,  Chase's  managing  di- 
rector, John-  Charlton,  told  Blumenthal 
the  finance  ministry  had  directed  state- 
owned  companies  to  take  their  business 
out  of  partly  foreign-owned  banks.  The 
Egyptian  minister  of  finance  Mahmoud 
Salam  Hained,  was  present.  He  denied 
any  such  order  had  been  given. 

Hained  was  telling  the  truth — literal- 
ly. Rather  than  an  order,  it  was  probably, 
pressure  of  a  more  subtle  kind. 

Still,  the  Chase's  Charlton  remains 
convinced  there  is  opportunity  in  Egypt 
for  a  businessman  with  "patience  and 
understanding." 

He  might  have  added:  ingenuity.  In 
order  to  get  his  local  workers  to  a  job 
site,  one  foreign  entrepreneur  had  to 
smuggle  a  school  bus  into  the  country. 

Similarly  ,  an  American  executive  was 
desperately  try  ing  to  get  cement  for  con- 
struction of  a  new  plant.  He  had  the 
necessary  allocation  from  government 
planning  authorities,  and  he  had  gener- 
ously crossed  the  palm  of  everybody  in 


content  with  a  profit  of  a  nickel  a  barrel. 
From  its  latest  contract  with  the  govern- 
ment, Derby  could  make  56  cents  a  bar- 
rel, unless  the  crude  market  changes. 

A  budding  scandal?  No.  Just  the  luck 
of  the  marketplace.  Because  of  a  glut  in 
the  world  s  refining  and  storage  markets, 
especially  of  the  high-gravity,  low-sulfur 
oil  typical  of  the  North  Sea,  that  kind  of 
oil  has  slipped  from  an  official  price  of 
■$14.04  a  barrel  until  it  is  not  finding 
buyers  at  $13.75,  according  to  Piatt's 
Oilgram  Price  Service. 

Derby's  contract  sales  price,  however, 
is  $14.31,  BP's  $14.25,  with  the  govern- 
ment handling  transportation.  The  con- 
tracts contain  an  escalator  clause  protect- 
ing the  companies  should  oil  prices  rise, 
but  no  reopener  if  they  should  fall — as 
they  have  done.  In  private  industry, 
such  contracts  usually  contain  price  re- 
openers  every  three  months.  But  gov- 
ernment contracts  don't  include  price 
reopeners.  A  spokesman  for  the  Defense 
Fuel  Supply  Center,  which  is  buying  the 
oil  on  behalf  of  the  Energy  Department, 
explains:  "We  don't  like  them.  In  our 
normal  business  of  buying  products  like 


sight,  but  he  could  not  get  any  cement.  I 
One  day  he  learned  that  a  stream  of  I 
trucks  loaded  with  cement  was  passing  II 
his  site  headed  for  a  nearby  construction 
project  of  a  government-owned  com- 
pany. One  after  another,  the  trucks  were  I 
flagged  down,  and  with  persuasion  and 
baksheesh  (bribes),  about  50  loads  were 
delivered  to  the  wrong  address.  No  one  I 
ever  missed  the  cement. 

Ingenuity  notwithstanding,  as  long  as 
the  state-owned  enterprises  are  as  pow-  | 
erful  as  they  are,  U.S.  officials  say 
small-sized  and  medium-sized  foreign 
companies  probably  are  best  able  to 
thread  their  way  through  the  bureau-  J  II 
cratic  maze.  They  are  more  likely  to 
propose  small  projects  that  will  not  set 
off  alarm  bells  ringing  at  the  state 
industries. 

Late  in  October,  just  after  Blumen- 
thals  visit,  President  Sadat  reshuffled 
economic  officials  in  his  32-man  cabinet. 
No  one  was  sure  what  the  shifts  meant, 
but  the  guessing  is  Sadat  was  trying  to 
strengthen  the  "open-door  group  in  his 
government.  Americans  now  voice  cau- 
tious hopes  that  with  the  Ford  deal,  the 
logjam  on  foreign  investment  has 
broken.  But  those  who  know  the  inertia 
in  the  Egyptian  bureaucracy  retain  a 
healthy  amount  of  skepticism.  ■ 


gasoline  and  jet  fuel  for  the  military, 
they  have  worked  against  us  in  the  past. 
We  are  trying  to  commit  products  to 
prices  that  are  known. 

There  is  an  insight  into  bureaucratic 
timidity  here. 

Not  that  the  DFSC  doesn't  drive  a 
hard  bargain.  It  does.  Derby,  in  another 
job  for  the  Strategic  program,  contracted 
Aug.  17  to  deliver  Arabian  Light  oil  at 
$13.70  a  barrel  to  Texas  or  Louisiana. 
The  av  erage  cost  of  transportation  is  $1  a' 
barrel,  so  Derby  was  selling  at  the  offi- 
cial price  of  Saudi  Arabian  Light,  $12.70 
a  barrel.  Both  buyer  and  seller  recog- 
nized that  normally  there  is  a  3-cent  to  4- 
cent-a-barrel  discount  available.  That, 
plus  what  it  could  shave  on  transport 
costs,  would  hav  e  been  Derby  s  profit — 
perhaps  a  nickel  a  barrel.  But  Arabian 
Light  s  price  softened  two  weeks  after 
contract  signing,  and  discounts  of  10 
cents  to  12  cents  are  reported  lately, 
more  than  doubling  Derby  s  potential 
profit. 

Would  the  government  do  better 
eliminating  the  middleman  and  dealing 
directly  government  to  government?  By 
no  means.  Politics  would  intervene.  The 
Saudi  or  British  or  Norwegian  govern- 
ment could  not  sell  to  the  U.S.  govern- 
ment at  any  price  other  than  the  official 
one.  Therefore,  where  haggling  is  in- 
volved, the  middleman  is  needed.  In 
these  cases,  some  very  lucky 
middlemen.  ■ 
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Sweet  Crude,  Sweet  Profits 


When  it  comes  to  oil  trading 
the  U.S.  government's  a  pussycat. 


\  federal  energy  policy  requires  the  conversion  of 
nany  electric  generating  plants  now  fueled  by  gas  or 
)il  to  the  use  of  coal.  This  is  a  very  costly  modification. 

Fortunately,  about  90  percent  of  Utah  Power's 
)wn  generating  is  in  steam  plants,  and  96  percent 
)( the  fuel  used  in  these  plants  is  coal.  Utah  Power  is 
?lso  in  the  enviable  position  of  having  all  the  coal 
needed  to  supply  existing  plants,  and  the  four  addi- 
ional  400,000  kw  generating  units  scheduled  for 
>peration  by  1984,  for  the  life  of  the  plants.  At  present 
nore  than  60  percent  of  this  coal  comes  from  Utah 
'ower's  own  mines;  the  balance  is  supplied  under 
ong-term  contract.  The  mine-mouth  location  of 
0  percent  of  Utah  Power's  generating  capacity 
provides  savings  in  transportation  costs  because  the 
:oal  moves  economically  via  conveyor  directly  from 
nine  to  plant. 

While  many  other  utilities  are  faced  with  making 
he  costly  move  from  oil  or  gas  to  coal,  Utah  Power 

New  issues  of  securities  are  ottered  only  by  means  of  Prospectus,  and 


is  already  there:  three  of  the  four  Utah  Power  base- 
load  plants  are  adjacent  to  their  own  supply  of 
high-heat,  low-sulfur  coal. 


For  further  information  about 

Utah  Power  contact  your  investment 

broker  or  send  in  this  coupon. 


Utah 
power 

■  &  LIGHT  COMPANY 


C.  L.  Hoskins.  Vice  President,  Treasurer 
and  Chief  Financial  Officer 
Utah  Power  &  Light  Company. 
P.O.  Box  899.  Salt  Lake  City.  Utah  84110  Dept.  F-11 

Please  send  Annual  Report  and  Economic  Profile  of  your 
service  area. 

Name   


Address 

City   

State  


.Zip. 


this  message  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  otter  to  buy 


 GOOD  

INTRODUCING  THE  NEW  LARGE 

AUDI  5000 

AND  THE  EXTRAORDINARILY  GIFTED 
ENGINEERS  WHO  DESIGNED  IT 


Starting  clockwise  at  the  bottom  of  the  picture  and 
ending  in  the  center.  They  are: 

Ferdinand  Piech,      I  designed  racing  cars  before  corn- 
Project  Director/      jng  to  Audi.  But  the  Audi  5000  was 
a  bigger  challenge.  A  racing  car  can  be  designed  to  last 
for  a  few  races  only.  That  is  its  job.  A  passenger  car  has 
to  do  much  more.  Besides  performing  well,  it  must  last 
a  very  long  time.  I  knew  we  had  assembled  remarkable 
engineering  talent.  But  they  surprised  even  me. 
Werner  Schulze,       A  high-performance  car  doesn't 
interior  Design:        nave  t0  have  an  interior  like  the 
cockpit  of  a  fighter  plane.  I  felt  it  was  important  for  the 
Audi  5000  to  have  a  comfortable  atmosphere  that  was 
not  distracting,  the  same  as  a  driver  would  find  in  his 
home.  It  makes  him  a  calmer,  better  driver. 
Dr.  Anton  Wimmer,    A  man  named  Timoshenko  had  a 
Structural  Safety:       theory  of  construction  which  could 
help  make  safe  cars.  Yet  no  one  had  ever  tried  it.  I  did 
try  it,  and  the  results  were  remarkable.  I  believe  it  will 
take  our  competitors  years  to  utilize  this  theory.  Some- 
day, perhaps,  this  construction  could  save  your  life. 
Dr.  Franz  Behles,       The  Audi  5000  is  the  largest  Ger- 
Assistant  Director:     man  car  for  the  money.  Yet  for  all 

its  size,  it  is  also  surprisingly  lively.  At  about  $8,500,*  we 
feel  there  is  no  other  car  with  our  combination  of  room, 
handling,  acceleration,  and  comfort. 
Jiirg  Bensinger,  We  have  been  testing  100  cars  in 

Prototype  Evaluation:  t|ie  United  States  and  Canada  for 
months  before  offering  the  first  one  for  sale.  It  was  the 
only  way  we  could  truly  know  how  they  perform  in  all 


weather  conditions  here.  Other  imports  do  not  do  this. 
Hartmut  Warkusz,  It  looks  the  way  it  does  because  it  is 
Styling:  functional.  It  is  aerodynamically  ef- 

ficient, so  it  requires  less  machinery  to  move  it.  Beauty 
is  one  thing.  But  if  the  design  had  not  worked  in  the 
wind-tunnel,  it  would  have  been  thrown  out. 
Joseph  Eibl,  It  is  better  to  pull  a  car  than  to  push 

Chassis  Design:  jt  so  I  insisted  on  front-wheel  drive. 
You  have  no  idea  the  difference  this  can  make,  espe 
cially  on  wet  or  slippery  roads.  When  you  test-drive  the 
Audi  5000,  save  it  for  a  rainy  day. 
Dirk  Bosenberg,  If  you  have  grown  accustomed  to 
Acoustics  Testing:  noise  in  imported  high-perform- 
ance cars,  you  must  try  the  Audi  5000.  It  gives  you 
superb  performance,  yet  it  will  surprise  you  with  its 
quietness.  This  is  why  I  insisted  on  true  high  fidelity 
equipment  as  an  option,  instead  of  a  simple  radio. 
Franz  Hauk,  When  I  proposedthe  5-cylinder gas- 

Engme  Design:  oline  engine,  my  colleagues  smiled. 
I  insisted,  even  though  no  one  had  ever  done  it  before.  It 
wasn't  easy.  But  now,  I  believe  we  have  an  engine  that 
offers  outstanding  performance  like  a  6,  and  great  effi- 
ciency like  a  4.  They  smile  a  different  smile  now. 
Dr.  Fritz  Naumann,  We  designed  the  Audi  5000  with  as 
Power  Train  Testing:  few  moving  parts  as  possible  to 
make  it  reliable.  Parts  that  are  not  in  the  car  can  never 
break.  It  wasn't  easy.  Sometimes  I  think  they  call  it  the 
Audi  5000  because  that  's  how  many  dinners  I  missed. 
Please  come  in  and  drive  it.  It  was  a  lot  of  work. 

^Suggested  197S  retail  price  $M50  PO  E  ,  tramp  .  local  taxes  and  dealer  delivery  charges  additional 


<m> 


At  about  $14,  it's  not  everybody's  bag. 


Bureaucratic  Imperialism 


Today  the  U.S.!  Tomorrow  the  world!  Can  U.S.  bureaucrats 
force  Britons  to  toe  the  Washington  line?  Frenchmen? 


"If  someone  fires  a  gun  into  the  U.S., 
that  is  clearly  of  concern  to  our  govern- 
ment," says  Douglas  Rosenthal,  deputy 
chief  of  foreign  commerce  at  the  Justice 
Department  s  Antitrust  division.  "If  a 
foreign  company  is  doing  the  equivalent 
of  aiming  a  gun  at  U.S.  consumers,  then 
that  is  our  concern,  too."  What  Ro- 
senthal is  proposing  is  that  the  U.S.  gov- 
ernment bureaucracy — having  long  ago 
established  substantial  hegemony  over 
the  lives  and  affairs  of  most  Americans — 
would  now  like  to  make  foreigners  dance 
to  its  tune  as  well.  Bureaucratic  imperi- 
alism you  might  call  it. 

The  natives,  however,  are  fiercely  re- 
sisting. If  the  U.S.  wants  to  regulate 
whatever  affects  its  domestic  commerce, 
replies  British  Trade  Secretary  Edmund 
Dell  with  more  than  a  touch  of  sarcasm, 
it  might  as  well  regulate  everything  ev- 
erywhere. "The  U.S.  is  such  a  significant 
element  in  the  world  economy  that  there 
is  almost  nothing  you  can  do  that  doesn't 
affect  the  U.S." 

The  U.S.  Justice  Department  wants 
documents  and  personal  testimony  from 
three  big  British  companies:  Rio  Tinto- 
Zinc,  British  Petroleum  and  the  British- 
Dutch  combine  Royal  Dutch/Shell.  They 
want  them  for  their  antitrust  investiga- 
tions of  the  international  uranium  and  oil 
businesses.  The  British  government  has 
replied  on  behalf  of  the  companies  with 
an  indignant,  "Certainly  not!" 

Last  July  the  Justice  Department  de- 
manded that  Shell  and  BP,  along  with 
Compagnie  Franchise  des  Petroles  and 
five  U.S.  oil  giants,  hand  over  purchase, 
producing  and  sales  contracts  for  Mid- 
east oil  supplies  dating  back  as  far  as 
1968.  The  department  bureaucrats  are 
looking,  among  other  things,  for  evi- 
dence that  the  companies  led  or  joined 
in  restrictions  on  production.  The  Anti- 
trust division  is  also  busying  itself  look- 
ing at  the  impact  of  international  joint 
ventures  on  competition  in  the  industry- 
Trade  Secretary  Dell  made  quick  work 
of  the  U.S.  request  last  September  by 
invoking  a  1964  law  that  empowers  him 
to  bar  the  release  of  commercial  docu- 
ments. The  United  Kingdom  law  was  last 
used  a  year  ago  to  keep  British  shipping 
companies  out  of  a  U.S.  investigation  of 


Trade  Secretary  Dell:  To  U.S. 
demands  for  information,  an  in- 
dignant U.K.  reply — "Certainly  not!" 


cartel  operations  on  the  North  Atlantic; — 
an  investigation  diat  is  still  going  on. 
(The  French  government,  on  behalf  of 
partly  state-owned  CFP,  simply  de 
Gaulled  the  Justice  Department  by 
sending  a  message  of  regret  through  its 
embassy.) 

The  RTZ  case  is  much  more  compli- 
cated than  the  others.  RTZ  owns  almost 
half  of  the  huge  Rossing  uranium  deposit 
in  Namibia,  plus  mines  in  the  U.S.,  Can- 
ada, Australia  and  South  Africa.  It  is  one 
of  the  companies  accused  of  belonging  to 
the  uranium  cartel  formed  in  the  early 
Seventies.  Westinghouse  Electric  wants 
documents  and  testimony  from  seven 
top  RTZ  executives  for  use  against  the 
utilities  suing  Westinghouse  for  default- 
ing on  uranium  deliveries.  Westing- 
house, in  turn,  is  suing  RTZ  on  antitrust 
grounds.  Last  summer  the  RTZ  men 
were  called  to  the  U.S.  embassy  in  Lon- 
don to  testify  but  took  the  Fifth  Amend- 
ment; the  evidence  they  provide  could 
result  in  indictments  against  them  from  a 
Washington  grand  jury  already  investi- 


gating the  cartel.  The  Justice  eagles,  not 
to  be  deterred,  responded  by  granting 
the  seven  immunity,  a  move  that  sent 
RTZ  scurrying  to  court  for  protection. 

A  British  court  ruled  that  Washington 
may  not  have  the  documents  it  wants, 
but  decided  that  the  executives  must 
testify.  Both  decisions  were  appealed  to 
the  House  of  Lords,  the  highest  court. 
Enter  the  British  government  in  the  per- 
son of  Attorney  General  Samuel  Silken, 
who  argued  before  the  lords  last  month 
that  the  Crown  has  an  interest  in  the 
case  and  that  the  U.S.  is  treading  on 
British  sovereignty.  (Westinghouse  is  of- 
ficially the  only  U.S.  party  to  the  case, 
but  the  Justice  Department  and  the 
grand  jury  have  access  to  any  evidence 
the  company  obtains.)  The  U.S.  bureau- 
crats, says  Silken,  are  on  a  fishing  expe- 
dition for  whatever  might  prove  useful  in 
proving  antitrust  violations.  "Here  is  a 
case,"  adds  Trade  Secretary  Dell, 
"where  British  citizens  who  acted  legally 
by  the  laws  of  this  country  might  face 
criminal  charges  in  another  country." 

One  reason  the  British  are  so  testy 
about  the  RTZ  case  is  that  nuclear  power 
everywhere  is  a  special  industry  with 
close  government  ties.  In  fact,  the  gov- 
ernments of  Canada,  Australia  and 
France — all  of  them  involved  in  the  car- 
tel allegations — have  requested  in  very 
strong  terms  that  Britain  withhold  the 
information  that  Westinghouse  is  seek- 
ing. Canada  and  Australia  have  passed 
laws  prohibiting  their  citizens  from 
testifying. 

What  bothers  Britain  most  is  that  in 
both  the  oil  and  uranium  cases  the  ac- 
tions Justice  is  investigating  took  place 
outside  the  U.S.  Says  Dell:  "We  will  not 
allow  other  countries  to  determine  the 
law  in  this  country.  We  will  do  that 
ourselves."  U.S.  Attorney  General  Grif- 
fin Bell  has  blustered  that  the  U.S.  may 
retaliate,  but  Dell's  upper  lip  remains 
firm.  "We  will  continue  to  live,"  he 
replies. 

The  Europeans  have  enough  to  put  up 
with  from  their  own  bloated  govern- 
ments without  having  to  submit  to 
Washington's  snooping,  too.  They  aren  t 
about  to  surrender  easily  to  U.S.  bureau- 
cratic imperialism.  ■ 
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Jobs  Aplenty:  Over  half  the  24,000  industrial  workers  in  Black  Hawk  County,  Iowa  work  at  John  Deere  Tractor  Works. 


THE 

TWO  FACES 

OF 

FOREIGN  TRADE 

By  Maxwell  King 
Photography  By  Herb  Goro 
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Laid  Off:  Hundreds  of  workers  from  Youngstown  Sheet  &  Tube  Co.  gathered  to  hear  their  unemployment  benefits  explained. 


When  the  Organization  of  Petroleum  Exporting 
Countries  quadrupled  the  price  of  oil,  the  citizens 
of  Campbell,  Ohio  could  not  have  known  that  move 
would  be  part  of  a  series  of  events  that  would  cost 
them  jobs  within  a  few  years.  When  they  heard  of 
population  explosions  in  far-off  lands,  the  citizens 
of  Waterloo,  Iowa  may  not  have  realized  the 
resulting  demand  for  agricultural  technology 
would  bring  a  boom  to  their  community.  So  inter- 
connected is  the  economic  world  we  live  in  that  no 
man  can  foretell  how  one  event  will  impact  upon 
another.  Here  is  an  account,  in  words  and  pictures, 
of  how  foreign  trade  has  hurt  one  U.S.  community 
while  bringing  good  times  to  another. 
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Waterloo,  Iowa:  Coming  To  Terms  With  Prosperity 


ON  THE  SURFACE,  the  contrast  is  stark  enough.  Water- 
loo, Iowa  is  a  picture-postcard  patchwork  of  sunny 
farmland  surrounding  neat  rows  of  houses  that  line  up 
right  to  the  edge  of  Deere  &  Co.'s  tractor  works,  which 
occupies  290  acres  smack  in  the  middle  of  town.  Three 
states  to  the  east  is  little  Campbell,  Ohio,  a  bleak  and 
dreary  city  with  the  hazy  brown  air  of  a  steel  region. 
Along  the  Mahoning  River  Valley,  which  runs  to  the 
southwest,  is  the  Youngstown  Sheet  &  Tube  Co.,  dark 
and  hulking,  the  only  major  industry  in  Campbell. 

Economically,  the  contrast  is  sharper  still.  In  Water- 
loo, Deere  &  Co.  recently  announced  plans  for  a  $300- 
million  to  $400-million  expansion  there  that  could  add 
thousands  more  jobs  to  a  work  force  that  has  already 
doubled  in  the  past  ten  years,  to  nearly  14,000.  Unem- 
ployment in  Waterloo  (pop.:  78,000)  is  virtually  non- 
existent, the  downtown  center  is  booming  and  demand 
for  housing  is  so  great  contractors  can't  build  homes 
fast  enough.  But  in  Ohio,  Youngstown  Sheet  &  Tube 
recently  announced  that  it  could  not  afford  the  esti- 
mated $500  million  in  capital  improvements  that  would 
be  needed  over  the  next  ten  years  to  modernize  its 
Campbell  works  and  make  it  competitive.  So,  fires  in 
the  big  open-hearth  furnaces  were  banked  and  layoffs 
began:  5,000  of  the  8,900  workers  will  lose  their  jobs, 
and  hundreds  more  will  be  transferred  to  the  com- 
pany's newer  mill  at  Indiana  Harbor,  Ind.  Just  last 
month   one    Campbell   steelworker   who    had  paid 


$42,000  for  his  three-bedroom  home  was  worried  that 
he  would  have  to  sell  it  at  a  loss — if  he  could  find  a 
buyer.  In  Waterloo,  a  similar  house  would  sell  for 
$65,000 — if  a  buyer  could  find  a  seller. 

Waterloo  and  Campbell  are  on  opposite  sides — two 
very  different  faces — of  the  U.S.  balance  of  trade.  At 
Youngstown  Sheet  &  Tube  Co.  (a  subsidiary  of  Lykes 
Corp.),  officials  cite  figures  that  show  foreign  steel 
imports  for  the  first  six  months  of  this  year  are  up 
more  than  25%  over  1976.  They  say  flatly  that  foreign 
competition  is  the  key  factor  in  their  decision  to  curtail 
operations,  hi  Waterloo,  20%  of  the  tractors  and  parts 
manufactured  by  Deere  &  Co.  are  shipped  abroad,  and 
company  officials  estimate  that  nearly  2,800  employ- 
ees owe  their  jobs  directly  to  foreign  trade. 

As  a  national  debate  rages  at  the  highest  levels  of 
government  and  business  on  how  to  deal  with  these 
conflicting  trends,  FORBES  sent  a  writer-photographer 
team  to  Waterloo  and  Campbell  to  record  the  thoughts 
and  feelings  of  people  whose  hvelihoods  depend  on  the 
swings  in  the  trade  balance.  What  emerged,  in  scores 
of  encounters,  was  no  tale  of  boom  or  bust.  However 
sharp  the  surface  contrast,  Campbell  is  not  doomed  to 
be  a  ghost  town.  It's  economic  troubles  are  serious,  but 
the  city  is  not  without  resources.  Nor  is  Waterloo, 
however  good  the  good  life  may  be  there,  a  Shangri- 
La.  The  reality  is  far  more  complex,  as  the  following 
pages  show.  First,  Waterloo. 


".  .  .  We  had  just  got  out  of  the  Depression 
when  dad  died,  and  you  had  to  do  something. 
We  saw  that  the  Deere  company  was  good  and 
that  the  pay  was  good,  so  we  all  went  to  work  at 
Deere's.  Years  later,  when  my  two  boys  gradu- 
ated from  high  school,  I  recommended  to  them 


that  they  come  out  to  Deere's,  too.  ..." 
Irvin  A.  Schmitz,  51,  second  from  right.  Of  the 
nine  men  in  his  family,  eight  worked  at  the 
tractor  works  at  one  time  or  another.  He  is 
shown  here  with  the  four  other  brothers  who  still 
work  at  the  plant  and  his  two  sons. 
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"...  It's  a  substantial  invest- 
ment today  to  be  a  farmer.  Land 
alone  is  selling  for  $3,000  an 
acre  in  Iowa.  But  that's  what 
America  is  all  about — farming — ■ 
and  that's  Iowa.  It's  raising  food 
and  making  agricultural  equip- 
ment. And  of  course  John  Deere 
is  concerned  about  the  good  life 
here  in  Waterloo.  We  do  have  a 
beautiful  symphony  here,  and  we 
have  a  tremendous  fine  arts 
organization.  ..." 
Calvin  C.  Peterson,  53,  manager 
of  the  John  Deere  Waterloo 
Tractor  Works,  standing  in  a  new 
wing  of  the  Waterloo  Recreation 
&  Arts  Center,  toward  which  the 
John  Deere  Foundation  contrib- 
uted $150,000. 


"...  I  knew  if  John  Deere 
would  grow,  I  would  grow  and 
maybe  I  would  become  a  little 
more  aggressive  .  .  .  become  a 
different  type  of  merchant 
than  I  have  been  in  the  last  ten 
or  15  years,  with  new  men, 
younger  people.  In  fact,  I  have 
such  high  hopes  for  John 
Deere  and  their  big  expansion 
here  that  I  am  opening  up  an- 
other store  next  door,  just  for 
big  and  tall  men.  ..." 
Larry  Leizer,  64,  owner  of 
Larry' 's  Clothes,  Inc.,  in  down- 
town Waterloo  for  32  years. 


mm 


.  .  It's  just  a  nice  town  .  .  . 
there's  something  for  every- 
body here.  And  this  is  some- 
thing I've  always  wanted  to  do. 
I  wouldn't  care  if  I  never  got 
paid  for  it  at  all.  I  know  John 
Deere  pays  a  lot  more  money, 
but  I  wouldn't  like  it  there  and 
I  do  like  this.  That's  all  there 
is  to  it.  .  .  ." 

Dorothy  Buhr,  26,  at  left,  a 
hairdressing  student  at  Pitze's 
Waterloo  School  of  Beauty. 
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"...  I  started  as  a  mechanic 
when  I  was  16  working  with  my 
own  stock  car.  I  bought  a  couple 
of  cars  and  put  one  together  and 
raced  it.  Now  I  race  Jeeps.  I 
think  machines  have  a  lot  of 
heart  and  I  think  they  do  exactly 
what  they're  intended  to  do  if 
you  treat  them  right.  I'd  kind  of 
like  to  save  up  some  money  and 
go  back  to  my  hometown  of  San 
Diego,  but  maybe  I'll  get  hung 
up  working  at  John  Deere.  It 
seems  like  everyone  does,  that 
everyone  working  there  has  30 
or  40  years  in.  .  .  ." 
Suzie  Sarenpa,  27,  a  mechanic 
on  the  assembly  line  at  John 
Deere  Waterloo  Tractor  Works. 


"...  I  came  to  Waterloo  in 
1948.  This  town  was  different. 
It  was  quiet  and  the  people 
seemed  so  much  better  [than 
East  St.  Louis,  where  he  had 
lived].  People  weren't  getting 
knocked  in  the  head  and  robbed 
all  the  time.  At  that  time,  we  all 
got  together  on  weekends  and 
we  just  had  a  good  time.  Of 
course,  it's  different  now  be- 
cause too  many  strange  people 
have  been  moving  in  here.  .  .  ." 
George  Epps  Sr.,  51,  23-year 
veteran  of  the  John  Deere  Wa- 
terloo Tractor  Works,  with  his 
wife  and  children  in  front  of 
their  home. 


".  .  .  Whatever  you  write,  I 
would  like  the  last  line  to  read 
that  most  mayors  in  the  U.S. 
dream  of  having  the  problems 
that  I  have:  how  to  provide 
services  for  the  industrial  ex- 
pansion that's  going  on  now. 
It's  been  said  we're  a  company 
town.  If  we  are,  fine.  To  me, 
anyone  that's  involved  in  the 
food  business,  in  any  fashion, 
has  got  to  be  successful.  And  I 
just  don't  think  there's  any 
question  that  Deere  is  going  to 
dominate  the  world  in  their 
particular  field.  ..." 
Waterloo  Mayor  Leo  P.  Rooff, 
55. 
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".  .  .  I  was  working  at  John 
Deere  and  going  to  college  at 
the  same  time.  It  became  too 
much,  and  I  had  to  choose  one 
or  the  other  .  .  .  and  I  was 
making  more  at  Deere's  than 
my  college  professors  were. 
Back  then,  when  wages  were  a 
hell  of  a  lot  lower  than  they 
are  now,  if  I'd  quit  John  Deere 
to  become  a  teacher,  I'd  have 
taken  a  $4,000-a-year  pay 
cut.  ..." 

Ron  McLaughlin,  36,  president 
of  Local  838  of  the  United 
Automobile  Workers  of  America 
and  a  14-year  veteran  at  the 
John  Deere  Waterloo  Tractor 
Works. 


.  .  The  growth  at  John  Deere 
has  led  to  a  tremendous  growth 
in  retail  sales  and  bank  deposits, 
and  we've  had  three  years  of 
record  housing  construction  in 
our  metropolitan  area.  But  this 
causes  some  tremendous  diffi- 
culties and  decisions  for  the 
community.  We  are  concerned 
that  we  are  totally  dominated  by 
a  single  industry.  We  are  trying 
continually  to  attract  other  busi- 
nesses and  industries  to  our 
area,  but  we're  up  against  some 
real  obstacles,  and  one  is  that 
tremendous  hourly  wage  scale 
[paid  at  John  Deere].  .  .  ." 
Gene  Meeker,  executive  vice 
president  of  the  Waterloo  Cham- 
ber of  Commerce. 


.  .  We  have  trouble  keeping 
qualified  teachers  because  they 
can  get  so  much  more  money 
if  they  go  up  to  John  Deere 
and  don't  have  to 
moonlight.  .  .  ." 
Esther  R.  Kennedy,  48,  mem- 
ber of  the  Waterloo  Board  of 
Education. 

".  .  .  We  came  here  in  1970 
and  there  haven't  been  four 
houses  for  sale  in  this  area  at 
one  time  since  then.  The  rea- 
son, of  course,  has  been  the 
increased  employment  at  John 
Deere.  .  .  ." 

Reverend  Stanley  C.  Kennedy, 
48,  United  Methodist  urban 
minister  and  husband  of  Esther 
Kennedy. 
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".  .  .  This  farm  is  345  acres.  It  stretches  to  the  trees  out  there, 
that's  the  outline  of  the  farm.  Right  now  the  cash  coming  in  from 
Deere's  is  paying  our  food  bill — and  the  way  prices  are,  the 
farm's  just  pretty  much  holding  its  own.  I  was  always  going  to 
quit  [at  John  Deere]  after  ten  years  and  farm,  but  I've  got  ten 
years  in  and  I'm  still  going.  The  benefits  are  just  too  good,  and 
I've  got  a  new  house  now  that  costs  money.  I  may  be  able  to  get 
out  of  there  in  15  years  and  lead  a  pretty  good  life  farming. 
Some  of  the  guys  will  be  stuck  down  there  for  30  years — that's 
all  they've  got,  their  job.  .  .  ." 

Gaylord  F.  Converse,  31,  of  Frederika,  Iowa,  full-time  farmer 
and  worker  at  the  John  Deere  Waterloo  Tractor  Works. 


WATERLOO  is  not  dazzled  by  its 
prosperity.  The  people  of  Black 
Hawk  County  recall  the  severe  lay- 
offs in  the  late  1960s,  when  Deere 
&  Co.'s  order  books  were  not  so 
full.  As  the  skeleton  of  an  enormous 
addition  to  the  tractor  works  rises 
(see  picture  at  right),  some  fear  a 
day  when  the  balance  of  trade 
might  tilt  against  them.  Meanwhile, 
the  cost  of  living,  following  the  high 
salary  scale,  has  been  rising  steadily 
around  Waterloo.  The  price  of  an 
acre  of  farmland  is  already  $3,000. 
And  a  good  many  farmers,  like 
Gaylord  Converse,  are  finding  that 
they  can't  afford  to  farm  without  a 
second  income  from  a  salaried  job. 

[Story  continues  on  page  57] 
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About  funds  management. 


Tired  of  ordinary  banking? 


Try  incorp 
banking. 


Ordinary  banking  often  means  too  many  meetings  with  too  many 
people.  And  that's  tedious  and  inefficient. 
InCorp  banking  is  different. 

Just  one  InCorp  Banker  can  provide  you  with  commercial 
lending,  appraisals,  leasing,  international  banking,  factoring, 
construction  financing,  funds  management,  and  more... 
all  from  InCorp,  a  $2  billion  multi-national  financial  services 
corporation.  And  all  coordinated  for  efficiency  and 
time  savings. 

For  more  information,  call  George  P.  Clayson  III, 
Senior  Vice  President,  at  (401 )  278-5840.  *%I  ijy 

One  InCorp  Banker  delivers  on  all  your^J^^^^ 

2  INCORP 

&00»  INDUSTRIAL  NATO 


company's  financial  needs. 


"ONAi  CORP 


A  financial  services  company 


idustnal  National  Bank.  Prov .  R  I  •  In  leasing  Corp  .  Prov .  R  I  •  Ambassador  Factors.  New  York,  N  Y  •  Mortgage  Assoc  .  Inc..  Mil  .  Wis  •  Kensington  Mortgage  and  Finance 
orp  ,  Mil  .  Wis  •  Southern  Discount  Co  .  Atl  .  Ga  •  Information  Sciences.  Inc.,  Prov  ,  R  I  •  Westminster  Properties.  Inc  .  Prov .  R  I  •  International  Appraisal  Co  .  Fair  Lawn.  N.J 
INB  Appraisal  Co  of  Canada.  Ltd  .  Ont  •  Industrial  Capital  Corp  .  Prov  ,  R  I  •  Industrial  Nat  Mortgage  Co  .  Prov  .  R  I  •  C-O-M  Service  Bureau.  Inc  .  Boston.  Mass 
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\  Im  realistic. 
I  only  smoke  Facts. 
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©B&WT  Co. 


FACT  1:  We  don't  want  your  taste 
buds  to  go  to  sleep. 

We  believe  there  are  elements  in  cigarette  smoke  that  muddy  the 
taste  of  fine  tobaccos.  They're  called  aldehydes*  And  FACT  reduces 
these  aldehydes  so  you  can  enjoy  wide-awake  flavor  instead. 

FACT  2:Wfe  have  smoke  scrubbers 
in  our  niter. 

We  believe  this  is  a  unique  way  of  getting  at  tobacco  flavor.  As  the 
smoke  passes  through  the  filter,  these  Purite®  scrubbers  work  like  magnets  to 
reduce  these  aldehydes,  while  letting  the  good  tobacco  flavor  come  through. 

EACT  3:  A  patent  on  flavor  in  low  'tar' 
cigarettes:  #3828800. 

Low  'tar'  (8  mg.)  FACT  has  great  full  flavor.  And  we  get 
that  flavor  in  a  way  so  new  we've  been  able  to 
patent  it.  It's  our  Purite  filter  that  reduces  the 
aldehydes— those  harsh-tasting  gases  that 
muddy  the  flavor  of  real  tobaccos. 
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FACT 


Add  it  up.  Great  tobacco  flavor. 
Dnly  8  mg.  'tar'.  A  patented  filter  that  selectively 
icreens  gases.  Once  you've  got  the 
Facts,  you'll  get  the  FACTS.  £ 

formaldehyde,  Crotonaldehyde,  Acrolein. 


Available  in 
regular  and  menthol. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


8  mg.  "tar",  0.7  mg.  nicotine  av.  per  cigarette,  by  FTC  method. 


12»EARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  whis 
86  PROOF  .  GENERAL  W.NE  «  SPRTS  CO  .  NEW  YORK 
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CHlVAS  BROTHERS  LTD. 


The  Chivas  cradle. 

A  neat  way  to  baby  his  12-year-old. 


The  Chivas  half-gallon/ 1 .75  liter  Cradle,  or 
pouring  stand,  is  a  most  loving  way  to  baby  his 
Chivas.  It's  designed  to  dazzle  anybody,  espe- 
cially the  man  who  thought  he  had  everything. 

It's  economical,  too,  since  it  eliminates  costly 
spilling  of  the  Chivas.  Just  tilt  and  pour  neatly. 

To  get  the  personalized  Cradle,  send  $9.98 


(plus  $2  for  postage  and  handling)— together 
with  the  name  to  be  imprinted  (no  more  than  20 
letters,  please) -to  Chivas  Regal  Cradle-FN, 
PO.  Box  5061,  Smithtown.  New  York  11787. 

Or  get  one  as  a  gift  to  yourself. 

The  Chivas  Cradle.  Is  there  a  more  appro- 
priate way  to  show  off  a  precious  12-year-old? 


Add  iocal  and  slate  sales  lax  where  applicable  Oiler  good  in  U  S  A.  only,  except  where  prohibited  or  restricted  by  law  Allow  lour  to  six  weeks  for  delivery  Offer  may  be  w.thdrawn  without  no 


The  Two  Faces  Of  Foreign  Trade 


CAMPBELL  FACES  UP  TO 
HARD  TIMES  . . .  AGAIN 


CAMPBELL,  OHIO  is  a  small  city — population  about 
13,000 — that  is  tucked  neatly  under  the  brawny  shoul- 
der of  neighboring  Youngstown  in  one  of  the  steel- 
making  centers  of  the  U.S.  Now  that  Youngstown  Sheet 
&  Tube  is  seriously  ailing,  little  Campbell's  fortunes 
are  falling  with  it.  Most  of  the  company's  operations  in 
Campbell  (it  has  facilities  in  Youngstown  and  in  nearby 
Struthers  as  well)  will  be  shut  down  completely,  and 
most  of  the  850  Campbell  residents  who  work  there 
will  lose  their  jobs.  Add  to  that  the  loss  in  service  jobs 
and  taxes  (75%  of  the  town's  income  tax  revenue  is 
derived  from  the  plant)  and  little  Campbell  would  seem 
to  have  had  it. 

But  Campbell  is  no  mortally  stricken  municipahty. 
It's  a  conglomeration  of  tough,  gritty  individuals  who 
have  resources  and  intend  to  hang  on.  If  their  taxes  go 
up — and  they  will,  as  the  mill's  share  drops — they  will 
rise  from  a  rock- bottom  base  (owners  of  typical  houses 
pay  real  estate  taxes  of  only  a  few  hundred  dollars  a 
year).  If  some  have  to  leave  town  to  find  work — and 
they  will — many  others  will  remain:  They  have  used 
their  top-dollar  steelworkers'  wages  (up  to  about  $10 


an  hour)  to  pay  off  their  homes  (about  70%  of  the  city's 
residents  own  their  houses)  and  send  children  through 
college  and  graduate  school.  Many  of  them  can  afford 
to  take  lesser-paying  jobs  in  the  region.  Some  will 
retire  early  on  their  steelworkers'  pensions,  which 
would  provide  a  minimum  of  $582.50  a  month  to  a 
worker  with  30  years'  experience — not  a  fortune,  but 
enough,  with  part-time  work  and  working  wives,  to 
keep  going.  And  if  they  have  to  cut  back  on  some 
amenities,  like  a  $6.65  T-bone  dinner  at  Teresa's  Villa 
Restaurant,  they  have  other  important  things  at  home: 
a  good  small-town  school  system  and  a  church-and- 
family-oriented  community  in  which  everybody  knows 
his  neighbors.  Most  of  them  can  remember  hearing 
tales  of  the  riot  of  1916,  when  their  grandparents, 
many  of  them  just  arrived  from  Italy,  the  Balkans  and 
Eastern  Europe,  literally  burned  Campbell  to  the 
ground  during  a  strike  for  25  cents  an  hour  (the 
company  offered  22  cents).  Times  have  changed: 
Where  the  company-owned  buildings  and  dwellings 
were  burned,  some  of  their  own  houses  now  stand.  The 
people  of  Campbell  do  not  have  short  memories. 
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".  .  .  Really  and  truthfully,  the 
old  company  used  to  be  won- 
derful. They  were  so  civic- 
minded.  I  mean  they  had  their 
Sheet  &  Tube  Chorus  that 
went  around  at  Christmastime 
caroling.  And,  remember,  the 
employees  put  on  a  show,  with 
talent  from  the  employees. 
They  had  a  bulletin  they  put 
out,  and  the  bulletin  used  to 
say  who  had  had  a  baby  and 
who  got  married  and  the  pic- 
tures would  be  in  there.  ..." 
Mrs.  Catherine  Carney,  62, 
wife  of  retired  steelworker  Tom 
Carney. 


".  .  .  Forty  years  ago  was  in  the  Depression,  you  know,  and  there 
was  no  union,  no  nothing.  I  went  to  work  three  times  a  day,  every 
different  shift,  to  try  to  get  work.  And  the  boss  would  say,  'There's 
three  jobs  and  four  men  and  you  pull  the  straws  to  see  who's  going 
to  work.  And  the  boss  always  knew  who  was  going  to  get  it,  you  see. 
He'd  hold  the  straws  and  you'd  go  to  get  that  straw,  and  if  you 
weren't  the  guy  he  wanted  to  work,  you  couldn't  get  it.  You'd  have 
to  pull  the  next  straw.  I  used  to  walk  down  to  that  goddamned  place 
three  times  a  day  and  back  three  times  a  day.  .  .  ." 
Tom  Carney,  64,  of  Youngstown,  retired  on  a  pension  of  $514  per 
month  after  40  years  working  in  the  open-hearth  department  at 
Youngstown  Sheet  &  Tube  Co.  The  mortgage  on  their  home  is  paid. 


".  .  .  There's  a  good  possibility  these  people  that 
are  laid  off  can  draw  up  to  $10,000  in  benefits  the 
first  year.  In  other  words,  their  security  hasn't  been 
wiped  out.  I  assume  there  are  a  number  of  jobs 
around  here.  I  don't  know  if  they're  good-paying 
jobs.  Myself,  I've  spent  a  whole  lifetime  working 
part-time  jobs  along  with  my  teaching  and  there's 
always  something  out  there — it's  never  the  best,  but 
you  start  small  and  you  gradually  build  it  up.  I 
guess  I  kind  of  look  at  it  in  an  optimistic  manner. 
But  you're  not  talking  about  solving  the  problem 
overnight.  That's  impossible.  You  have  to  talk  in 
terms  of  recovering  gradually  over  a  number  of 
years.  ..." 

Michael  J.  Katula,  37,  mayor  of  Campbell  and  a 
teacher  in  nearby  Lowellville.  Behind  him  is  the 
portrait  of  James  A.  Campbell,  an  early  president  of 
Youngstown  Sheet  &  Tube  Co.  Embarrassed  by  the 
riot  of  1916,  the  town  of  East  Youngstown  was 
later  renamed  Campbell  after  the  company 
president. 
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«*.  .  .  We  have  a  lot  of 
churches  in  Campbell.  St.  John 
the  Baptist  on  Reed  Avenue, 
that's  Slovak.  St.  Joseph  the 
Provider  is  still  fairly  solidly 
Polish.  We  have  Orthodox 
churches  and  Protestant 
churches.  One  thing  the  ethnic 
groups  brought  over  was  a 
strong  faith,  which  they  have 
held  onto  in  this  country. 
We're  determined  that  the  fu- 
ture still  belongs  to  us.  We're 
going  to  do  everything  possible 
to  assure  that  some  kind  of 
industry  comes  in.  ..." 
Reverend  Cyril  A.  Adamko,  56, 
center,  pastor  of  St.  Elizabeth's 
Church,  Campbell. 


"...  I  believe  this  didn't  come 
about  overnight,  this  shutdown. 
I  talked  to  the  vice  president 
of  operations  [for  Youngstown 
Sheet  &  Tube  Co.]  as  recently 
as  the  Friday  before  the  Mon- 
day meeting.  I  said,  'Hey,  a  lot 
of  fellows  here  are  telling  me 
that  open  hearth  and  blooming 
mill  is  shutting  down  next 
week.'  'Ah,  that's  not  going  to 
be  true,  Russ,'  he  said.  I  went 
down  to  the  meeting  and  they 
told  us  the  news:  Open  hearth 
is  shutting  down  and  blooming 
null  is  shutting  down.  ..." 
Russell  Baxter,  54,  president 
of  Local  2163,  United  Steel- 
workers  of  America,  Struthers, 
Ohio. 


.  .  This  is  the  first  year  I've 
done  any  canning  vegetables. 
I've  been  wanting  to  do  it  for 
years,  but  this  is  the  first  time  I 
decided  I  was  going  to  do  it. 
This  year  I  saved  maybe  $100, 
but  when  you  go  into  it  full 
you  could  probably  save  $400 
or  $500  a  year.  I  won't  lose 
my  job,  no,  but  my  son,  he  will 
be  out  of  a  job  the  28th  of  this 
month,  and  his  plans  are,  as 
soon  as  he  gets  laid  off,  to 
move  to  another  state  and  go 
to  work.  .  .  ." 

Norman  Metis,  43,  steelworker 
from  Campbell,  shown  with  his 
wife  and  daughter,  canning 
vegetables  from  their  garden. 
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"...  This  year  has  been  the 
best  school  year  we  have  had, 
and  the  students'  respect  is 
back.  We  have  brought  our 
textbooks  up  to  date,  we  have 
brought  a  few  more  programs 
back  in.  We  finally  have  our 
class  loads  now  where  we're 
averaging  somewhere  between 
25  to  30  students.  And  as  a 
result,  the  atmosphere  is  dif- 
ferent. But  now  this  setback  is 
coming  and  I'm  afraid  we're 
going  to  have  to  go  back  to  the 
old  ways.  ..." 

Thomas  D.  Cebula,  36,  teach- 
er at  Campbell  Memorial  High 
School. 


"...  We  have  what  I  consider 
probably  one  of  the  best  steel- 
oriented  work  forces  you  can 
find  in  the  country  right  here  in 
Youngstown.  Fine  steelworkers 
here.  We  were  able  to  stay  com- 
petitive all  these  years  and  a  lot 
of  it  was  due  to  the  ingenuity  of 
the  work  force.  So  when  this 
thing  came  about,  I  was  person- 
ally upset.  But  I  took  a  weekend 
and  sorted  this  out,  and  any  way 
I  look  at  it,  the  position  the  com- 
pany was  in,  there  was  no 
alternative.  ..." 
Ronald  E.  Towns,  52,  manager 
of  the  Youngstown  district  of  the 
Youngstown  Sheet  &  Tube  Co., 
who  will  stay  on  to  manage  oper- 
ations after  the  curtailment. 


".  .  .  Business  has  slowed  down 
already.  Like  I  say,  what  makes 
it  real  bad  now  is  that,  even  the 
ones  that're  working,  they're 
holding  onto  their  bucks. 
They're  not  sure  of  themselves. 
And,  you  know,  if  you're  not 
sure  of  yourself,  you're  not  go- 
ing to  spend.  If  it  gets  real  bad, 
there's  no  sense  in  two  of  us  [he 
and  his  partner]  being  in  it. 
What  the  hell,  you  lay  all  of 
those  guys  off .  .  .  someone  is 
going  to  have  to  close  up.  .  .  ." 
Chuck  Nardelli,  62,  half-owner 
of  Tom  &  Chuck's  Confection- 
ary, a  general  store  across  from 
one  of  the  main  gates  to  the 
Youngstown  Sheet  &  Tube  Co. 
plant. 
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"...  The  last  five  months,  I 
went  on  sick  leave,  and  when 
I'm  going  to  be  ready  to  go  back 
to  my  job,  my  job  is  gone.  If  I  be 
a  young  man  I  probably  will  find 
work  someplace,  but  my  phys- 
ical condition  is  pretty  bad.  So  I 
don't  know  what  I'm  going  to 
do.  But  I  don't  care  what  some- 
body says.  I  still  say,  'Youngs- 
town,  Ohio,  I  owe  a  lot  of  things 
to  you.'  It's  not  the  mill  where 
you  work,  it's  what  you  earn  and 
what  you  do  for  your  family. 
You  make  your  own  good  living, 
you  know,  and  get  education  for 
your  kids.  ..." 

William  A.  Caban,  51,  a  Puerto 
Rican  native  who  recently  lost 
his  mill  job  in  Campbell. 


"...  The  impact  has  not 
reached  anyone  yet,  because 
they  are  still  getting  money  and 
some  of  them  are  still  being 
phased  out.  It's  going  to  be  six 
months  to  a  year  before  anyone 
really  feels  it,  including  the  kids. 
Definitely  by  1979  we'll  be  in 
real  dire  straits,  because  60% 
of  the  school's  income  was 
derived  from  the  steel  null.  .  .  ." 
Albert  Gerlick,  38,  coach  of  the 
Campbell  Memorial  High  School 
football  team,  "Red  Devils," 
which  had  not  won  a  game  in  43 
outings,  then  beat  nearby 
Boardman  High  School  the  week 
that  Youngstown  Sheet  &  Tube 
Co.  announced  its  curtailment  of 
operations. 


"...  The  crime  rate  is  going  to 
rise  now  because  people  are  go- 
ing to  be  out  of  work.  People  will 
be  drinking  and  they'll  have  too 
much  time  on  their  hands. 
They're  going  to  be  disgusted, 
despondent  over  not  having  a 
job,  and  there's  going  to  be  a  lot 
of  friction  in  the  homes  between 
man  and  wife.  They  may  even 
end  up  cutting  our  police  depart- 
ment because  this  is  going  to 
affect  our  city.  If  they  cut  into 
our  regular  force,  we're  really 
going  to  have  a  problem.  ..." 
Campbell  Police  Chief  Frank 
Phillips,  38,  who  became  chief 
after  he  was  disabled  when  shot 
during  a  burglary  investigation. 
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".  .  .  On  the  tenth  of  next 
month  I'm  going  down  to  Atlan- 
ta to  see  if  I  can  find  myself 
another  job.  I'm  not  going  to  be 
able  to  take  the  kids  when  I  first 
leave.  After  I'm  settled,  then  I'll 
come  back  and  get  them.  It's 
going  to  be  hard  on  them  and 
hard  on  me,  but  it  would  be 
worse  sitting  around  here.  Be- 
cause it's  hard  on  a  child  to  be 
used  to  having,  and  then  all  of  a 
sudden  it's  cut  off  and  you're 
saying,  4I  can't  give  you  anything 
because  I  don't  have  the  money 
right  now.  .  .  ." 
Marilyn  Bridges,  24,  laid  off 
after  a  year  and  a  half  at 
Youngstown  Sheet  &  Tube  Co., 
with  her  two  daughters. 


"...  I  feel  Campbell  has  to  go 
out  and  get  their  own  business 
here,  to  help  our  real  estate 
taxes,  to  help  our  school  taxes. 
Now  if  we  could  get  a  plant,  an 
actual  industrial  plant,  I 
wouldn't  mind  if  they  were  from 
Japan,  because  it  would  be  the 
American  people  who  would  be 
working,  and  that's  what  we 
need.  If  we  can't  get  something 
like  that,  we're  going  to  have  to 
get  small  businesses,  and  I  don't 
know  how  we're  going  to  do  that 
because  we're  on  a  hill,  and  all 
the  land  that's  flat  is  already 
residential.  ..." 
Florence  Galida,  43,  wife  of 
author  of  the  Fascinating 
History  of  the  City  of  Campbell. 


"...  I  keep  saying  that  Camp- 
bell is  a  good  place  to  be  from. 
You  get  a  good  solid  education 
here.  What's  lacking  in  the 
school  is  made  up  in  the  family 
life.  You  go  to  church  and 
you're  given  an  appreciation  for 
God  and  the  things  that  are  sup- 
posed to  be  right.  When  a  father 
wants  to  stimulate  a  kid  to  go 
further  in  life  ...  all  my  dad 
had  to  do  was  take  me  for  a  walk 
down  the  street  and  say,  'See 
that,  see  that  mill.'  Now  I  figure 
that  in  the  next  year  and  a  half, 
the  next  two  years,  I'll  probably 
lose  a  third  of  my  practice.  .  .  ." 
Dr.  John  F.  Galida,  42,  Camp- 
hell  na  tive  and  husband  of  Flor- 
ence Galida. 
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.  .  One  thing  that's  bother- 
ing me  is  I  have  one  son  still  in 
school — he's  13 — and  I'm 
thinking  about  his  future,  you 
know.  What  if  he  wants  to  go 
to  college  in  the  next  five  or 
six  years?  A  lot  of  people  feel 
that  if  they  go  in  a  store  and 
they  see  something  made  out 
of  Japanese  steel,  they're  get- 
ting something  cheap,  so  they 
buy  it.  So  they  don't  work  in 
the  steel  mills.  Okay.  I  don't 
work  in  a  television  factory, 
but  you  won't  find  no  Japanese 
televisions  in  my  home.  .  .  ." 
Laben  Brittenum  Sr.,  45,  re- 
cently laid  off  from  his  job  at 
Youngstown  Sheet  &  Tube  Co., 
with  his  son,  Laben  Jr. 


"...  That  seems  to  be  my 
charm  number,  18.  I  had  18 
years  at  Sharon  Steel  when  I  lost 
my  job.  Then  I  worked  at 
Youngstown  Sheet  &  Tube  from 
1959  until  two  weeks  ago.  But 
at  my  age  I  figure  if  I  can  get  by 
somehow  for  the  next  four 
years,  I'm  not  hurting.  Like  I 
said,  my  kids  are  established, 
they're  on  their  own,  just  the 
wife  and  I.  She  was  going  to 
retire,  but  now  that  I've  lost  my 
job  she's  going  to  keep  working 
to  help  out.  And,  like  I  said, 
everything  is  paid  for.  .  .  ." 
John  Leombruno,  58,  of  Camp- 
bell, just  laid  off  from  his  job  at 
Youngstown  Sheet  &  Tube  Co. 


.  .  Along  the  Mahoning  River 
you  have  U.S.  Steel,  you  have 
Republic  Steel,  you  have  Youngs- 
town Sheet  &  Tube.  Now  some- 
body thought  they  should  have 
clean  water  so  they  can  have  trout 
again  in  the  river.  That's  pretty 
ridiculous.  .  .  .  Sure,  it's  not  like 
up  in  the  mountains,  like  New 
Hampshire  or  Maine,  but  dam- 
mit, they  don't  make  the  kind  of 
wages  up  there  in  those  back- 
woods that  we  make  here  to  edu- 
cate our  kids  and  get  decent 
homes.  ..." 

Michael  Carney,  43,  former 
president  of  Local  1418,  United 
Steelworkers  of  America,  Camp- 
bell, shown  here  with  his  wife  and 
children. 
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MANY  OF  the  workers  losing  their 
jobs  in  Youngstown's  Campbell 
works  (picture  at  top  of  page)  were 
among  those  fired  when  the  Sharon 
Steel  Corp.  mill  in  nearby  Lowell- 
ville  (picture  above)  shut  down  15 
years  ago.  Many  of  the  people  in 
the  Mahoning  Valley  wondered  if 
Lowellville,  just  downriver  from 
Campbell,  would  become  a  "ghost 
town."  In  fact,  a  number  of  com- 


mercial enterprises  in  Lowellville 
did  fail,  and  the  tax  rate  went  up 
sharply.  But  Lowellville  survives,  a 
quiet  little  town  undistinguished  by 
poverty  or  prosperity.  Which  is  not 
to  suggest  that  the  people  one 
meets  in  Campbell  are  not  worried. 
But  it  is  to  suggest  that  in  spite  of 
the  contrast  between  it  and,  say, 
Waterloo  these  days,  there  are  not 
likelv  to  be  riots  in  the  streets  or 


significant  clamor,  either  from  the 
public  or  from  the  trade  unions,  for 
a  federal  takeover  of  closed  mills  to 
guarantee  jobs.  It  is  not  that  the 
working  men  and  women  are  docile 
or  fatalistic.  Far  from  it.  But  to 
date,  at  least,  they  have  had  reason 
to  bebeve  that  the  U.S.  economic 
system  is  not  indifferent  to  their 
fate  and  that  they  have  a  large  and 
continuing  stake  in  it.  ■ 
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Help  From  Havana? 


The  U.S.  cigar  industry  is  in  bad  odor. 
Can  Cuban  tobacco  help  it  relight? 


The  $675-million-a-year  cigar  indus- 
try is  clearly  in  trouble.  Unit  sales  have 
dropped  nearly  50%  since  1964.  The 
strongest  market  segment — cigars  priced 
above  50  cents — is  growing  10%  annual- 
ly, more  because  of  inflation  than  a  rush 
of  first-time  smokers.  Shares  in  cigar 
firms  sell  at  such  deep  discounts  that 
they  attract  asset  raiders:  Oppenheimer 
&  Co.  recently  took  over  Havatampa 
Corp.;  another  suitor  is  now  courting 
Bayuk  Cigars,  the  major  remaining 
independent. 

Meanwhile,  major  corporations  with 
cigar  divisions — American  Brands,  Cul- 
bro  and  Gulf+Western — run  ads  aimed 
at  stealing  each  other's  customers.  (One 
White  Owl  spot  caricatured  the  hearty 
burghers  depicted  by  Dutch  Masters;  an 
El  Producto  newspaper  campaign  began, 
"Attention  A&C,  Garcia  y  Vega  smokers. 
Meet  your  new  cigar.  ")  Or  they  experi- 
ment with  new  products  that  alter  the 
traditional  stogie  image.  Smoke  from  one 
test  offering  smells  like  a  pipe;  another 
has  a  special  odor-reducing  leaf. 

In  the  Fifties,  when  bonded  factories 
in  Tampa  made  cigars  from  Cuban  tobac- 
co, and  genuine  Havanas  were  readily 
available,  the  U.S.  industry  was  far 
healthier.  "People  ask  me  for  Havana 
cigars  every  day  even  though  they  have 
been  gone  for  18  years,"  says  Jack 
Schwartz,  a  leading  Chicago  retailer. 
"Manufacturers  can't  wait  to  put  Cuban 
tobacco  in  their  machine-made  products; 
it'll  give  the  whole  business  a  boost." 
Marketing  men,  in  fact,  believe  such 
excitement  coud  help  halt  the  consump- 
tion downtrend. 

Clearly  an  aroma  of  change  surrounds 
U.S. -Cuban  relations.  Earlier  this  year  a 
visit  by  Senate  liberals  James  Abourezk 
and  George  McGovern  (both  cigar  afi- 
cionados) sparked  favorable  publicity. 
More  important,  the  two  countries  soon 
signed  a  fishing  treaty  and  set  up  infor- 
mal diplomatic  contact. 

The  trade  embargo  has  existed  since 
1960,  and  won't  end  soon.  But  regular 
discussions  are  now  under  way  about 
$1.8  billion  in  expropriation  claims. 
Should  that  issue  be  resolved,  economic 
contact  will  resume  quickly.  When  the 
subsequent  smoke  settles,  the  U.S.  cigar 
industry  will  be  vastly  different. 
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Cuban  tobacco  will  add  a  pinch  of 
flavor  to  mass-produced  cigars,  and 
richer  customers  will  be  able  to  buy  all- 
Cuban  hand-rolled  delicacies.  Special 
duties  should  price  these  about  40  cents 
per  cigar  above  comparable  products 
from  the  Canary  Islands,  Honduras  and 
Jamaica.  Still,  demand  for  non-Cuban 
imports — made  largely  by  Cuban  exiles 
and  distributed  by  most  major  U.S.  cigar 
firms — will  probably  slump.  "Where  Ha- 
vanas are  available,  they  always  outsell 
other  premium-priced  cigars,"  says 
Canadian  distributor  Godfrey  Hilte- 
brandt,  who  handles  labels  from  Cuba 
and  elsewhere.  "Smoking  is  an  emotion- 
al thing,  and  when  a  guy  pays  over  $1  for 
a  cigar  he  buys  what  has  the  best  image." 

Some  American  manufacturers  also 
fear  that  mass-produced  Cuban  cigars 
will  hurt  their  business.  "They  cut  off 
our  supplies,  and  we  worked  to  develop 
other  sources;  now  they  want  to  compete 
with  us,"  says  Stanford  Newman,  whose 
Tampa-based  firm  makes  Cuesta-Rey 
products.  He  worries  that  Cuba  will  buy 
modern  cigar  machines  (made  by  AMF, 
Inc.)  and  sell  outside  the  premium  mar- 


Who  Profits?  Fidel  Castro  will  gain 
if  the  U.S.  lets  in  Cuban  tobacco.  But 
so  may  the  U.S.  cigar  industry. 


ket.  The  Cigar  Manufacturers  Associ- 
ation, which  includes  companies  that 
employ  9,000  workers,  wants  to  limit 
initial  Cuban  imports  to  leaf  tobacco  and 
exclude  finished  cigars. 

Ironically,  ending  the  trade  embargo 
will  have  a  greater  impact  on  the  U.S. 
cigar  industry  than  on  the  Cuban  econo- 
my. Some  $60  million  in  annual  tobacco 
income  makes  tobacco  Castro's  third- 
largest  hard-currency  earner — after  sug- 
ar and  nickel— but  production  is  down 
over  20%  from  prerevolutionary  levels. 
"We  have  talked  to  many  American  com- 
panies about  supplying  both  leaf  and  ci- 
gars, but  our  output  cannot  go  up,"  ex- 
plains Ramon  Sanchez,  head  of  Cuba's 
new  mission  in  Washington.  "We  would 
rather  keep  good  quality  and  have  a  pre- 
mium price." 

Enter  world  politics.  For  Cuba  to  sell 
to  the  U.S.,  it  must  get  a  higher  price 
than  current  buyers  are  paying.  Spain, 
which  takes  35%  of  all  exports,  is  now  its 
major  customer.  For  years  its  right-wing 
government  has  kept  fine  cigars  as  cheap 
as  anywhere  in  the  world,  a  policy  that 
will  become  more  costly  if  there  is  com- 
petition from  the  U.S.  market.  Another 
25%  of  Cuba's  wares  go  to  Communist 
countries  as  a  part  of  bilateral  trade 
agreements.  These  cigars  move  at  bar- 
gain basement  rates — an  average  of  25 
cents  each.  They  provide  a  handy  source 
of  foreign  exchange  for  Soviet  and  East 
European  governments,  which  resell 
Havanas  to  tourists  at  far  higher  prices. 
If  Fidel  Castro  can  wiggle  out  of  these 
commitments,  Cuba  would  have  product 
aplenty  for  the  U.S. 

Still,  there  is  a  marketing  hurdle.  U.S. 
trademarks  for  the  historic  Havana 
houses — H.  Upmann,  Montecristo  and 
Partagas,  among  others — are  now  all  held 
by  American  firms,  chiefly  Gulf+West- 
ern. That  means  state-owned  Cuba  Tobac- 
co must  sell  here  under  unknown  colors, 
and  brands  it  is  now  developing  contrast 
sharply  with  the  aristocratic  old  lines. 
Fidel's  favorite  brand,  Cohiba,  is  named 
for  the  old  Indian  custom  of  smoking 
through  one's  nose;  another  Cuban  label 
touts  a  worker  born  on  the  anniversary  of 
the  Comtnunist  Manifesto.  Hardly  the 
way  to  lure  an  American  businessman  to 
pay  $2  for  a  cigar.  ■ 


69 


Sentinels:  Like  the  guardians  of  immutable  law,  Brooks  Bros.'  suits  stand  as  one  would  expect,  in  row  after  orderly  row. 


Garfinckel  Versus  The  Limited: 
Numbers  That  Don't  Add  Up 


There  is  a  theory,  especially  popular  in  academic  circles,  that 
the  stock  market  is  an  efficient  pricing  mechanism — that  is, 
that  the  price  of  a  stock  at  any  given  time  is  exactly  what  it 
ought  to  be  because  the  market  reflects  all  the  knowledge, 
hopes  and  expectations  of  all  investors. 

Maybe  so,  but  this  "efficiency"  sometimes  produces  bizarre 
results.  Below  is  an  article  on  Garfinckel,  Brooks  Bros.,  Miller 
&  Rhoads,  Inc.  This  medium-sized  retailing  company  unites 
three  famous  names:  that  of  Washington,  D.C.'s  most  distin- 
guished department  store;  the  nation's  most  prestigious  retail- 
er of  men's  clothing;  and  a  small,  quality  southern  department 
store  chain.  Its  sales  this  year  will  be  over  $300  million,  its  net 
earnings  in  excess  of  $12  million,  its  stockholders  equity  well 
over  $90  million. 

At  recent  prices  you  could  have  bought  the  whole  GBM  for  a 
shade  under  $60  million. 

When  you've  read  the  article  on  GBM,  turn  to  page  77  and 
learn  about  The  Limited,  a  fast-growing,  well-managed  chain 
of  women's  wear  stores,  scarcely  13  years  old. 

Now  compare  the  two  companies  statistically.  The  market 


says  The  Limited  is  "worth"  2.1  times  as  much  as  Garfinckel, 
Brooks — $140  million.  Yet  compare  the  underlying  numbers: 


The  Limited  Garfinckel,  Brooks 


Price/earnings  ratios 

17 

6 

Dividend  yield 

0.4% 

7.4% 

Book  value  to  market  price 

600%  premium 

30%  discount 

$  sales  per  $  market  price 

$  .84 

$5 

Market  price 

18 

14 

Earnings  per  share 

1.03 

2.29 

Dividend 

0.08 

1.04 

Book  value 

$2.77 

$19.85 

The  ostensible  reason  for  The  Limited's  big  premium,  of 
course,  is  its  faster  growth  rate — 68%  in  the  past  five  years  vs. 
11%  for  Garfinckel,  Brooks.  But  can  The  Limited  go  on 
growing  at  its  recent  rate?  To  do  so,  it  would  have  to  become  a 
multibillion-dollar  company  by  the  early  Eighties. 

How  efficient,  then,  is  a  market  that  says  The  Limited  is- 
"worth"  $140  million,  while  Garfinckel,  Brooks  is  "worth"  only 
$60  million? 


The  Company  In  The  Gray  Flannel  Suit 


If  you  stay  in  one  place  long  enough,  fashion  will  come  to  you — as  it  has  to 
Brooks  Brothers,  in  menswear.  But  standing  still  is  not  enough — as  the  parent 
company,  Garfinckel,  Brooks  Bros.,  Miller  &  Rhoads  has  finally  concluded. 


Button-down  collars,  vested  suits, 
striped  ties,  a  look  in  menswear  that 
hasn't  changed  greatly  since  the  1920s. 
That's  Brooks  Brothers.  For  Brooks  it's  a 
profitable  form  of  conservatism,  and  it's 
not  surprising  that  Brooks  has  found  a 
corporate  home  in  the  rather  conserva- 
tive— almost  stuffy — firm  of  Garfinckel, 
Brooks  Bros.,  Miller  &  Rhoads. 

David  Waters,  44,  chief  executive  of 
Garfinckel,  Brooks  Bros.,  Miller  & 
Rhoads,  gets  excited  when  the  talk  turns 


to  Brooks  Brothers,  his  company's  159- 
year-old  subsidiary,  of  the  stodgy  but 
correct  image.  "It's  incredible,"  he  says, 
raising  his  hand  in  a  skyward-pointing 
slant.  "Brooks  Brothers  has  got  to  be  one 
of  the  most  profitable  men's  retailers  in 
America.  In  fact,  it  probably  is  the  most 
profitable  men's  retailer  in  America,  al- 
though we  have  no  way  of  knowing  that 
for  sure." 

Brooks  seemed  out  of  it  during  the 
days  of  wide  ties,  wide  lapels,  leisure 


suits,  jumpsuits,  flare-legged  trousers. 
But  it  wasn't  really.  Waters  says.  For 
example,  it  did  offer  one  or  two  leisure 
suits — "done  in  the  context  of  what  was 
right  for  its  customers" — and  it  offered 
slightly  wider  ties,  slightly  broader  la- 
pels. But,  Waters  stresses,  the  company 
moved  in  an  evolutionary  way. 

"All  through  the  men's  fashion  revolu- 
tion Brooks'  sales  and  profits  just  kept 
escalating,"  Waters  says.  "Now  that  the 
fashion  trend  has  come  back  to  tradition- 
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w  Ykntage  is  changing 
a  lot  of  my  feelings 


about  smoking." 


ClDS  TOBACCO  CO 


"I  like  to 
smoke,  and  what 
I  like  is  a  cigarette 
that  isn't  timid  on 
taste.  But  I'm  not 
living  in  some  ivory 
tower.  I  hear  the 
things  being  said 
against  high-tar  smok 
ing  as  well  as  the  next 

guy-  ( 

"And  so  I  started 
looking.  For  a  low-tar 
smoke  that  had  some 
honest-to-goodness  cig- 
arette taste. 

"It  wasn't  easy.  The 
low-tar  cigarettes  I  tried 
tasted  like  chalk.  And 
high-tar  cigarettes  were 
starting  to  taste  rougher 
as  I  went  along. 

'Then  I  tried  a  pack 
of  Vantage.  It  was  smooth 


yet  it  had  taste. 
And  a  lot  less  tar 
than  what  I'd 
been  smoking. 

'As  far  as  I'm 
concerned,  when 
I  switched  to 
Vantage,  I  changed 
to  a  cigarette  I  could 
enjoy" 


Rick  Lawrence 
Metairie,  Louisiana 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular,  Menthol, 

and  Vantage  100  s. 

FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 
MENTHOL  11  mg.  "tar",  0.8  mg.  nicotine,  av.per  cigarette,  FTC  Report  AUG.  '77; 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.per  cigarette  by  FTC  method. 


al  conservative  clothing,  Brooks'  sales 
curve  is  escalating  even  more.  It's  a  great 
company  to  have.  It's  growing  nicely." 

How  nicely?  Waters  won't  say.  Which 
may  be  one  reason  investors  aren't  more 
plugged  into  the  stock:  The  company  has 
never  been  very  communicative. 

In  fact,  the  whole  company  is  an  amal- 
ii  of  outfits  that  undoubtedly  got  to- 
gether chiefly  because  they  wanted  to 
remain  reasonably  independent.  By 
themselves,  Brooks,  Garfinckel  and  Mil- 
ler &  Bhoads  all  were  vulnerable  to  take- 
overs; by  combining  they  had  a  better 
chance  of  resisting.  In  1966,  in  fact,  Gar- 
finckel, Brooks  had  a  close  call.  A  then 
rampaging  Genesco  tried  to  take  it  over; 
loyal  stockholders  rejected  the  Genesco 
bid.  The  stockholders  have  since  had 
reason  to  be  happy  about  their  resis- 
tance: While  their  own  stock  has  not 
behaved  spectacularly,  Genesco's  has 
been  a  disaster. 

While  Water's  is  close-mouthed  about 
breakdowns,  here  are  sales  estimates  for 
the  fiscal  year  ending  Jan.  31,  1977: 
Brooks  Brothers,  $65  million;  Garfinck- 
els Washington  department  stores,  $60 
million;  Miller  &  Rhoads,  whose  stores 
are  in  Virginia  and  North  Carolina,  $85 
million;  Harzfield's  of  Kansas  City,  $17 
million;  Miller's  of  Knoxville,  about  $55 
million;  and  Joseph  R.  Harris  Co.,  about 
$15  million.  Total:  $297  million. 

In  profitability,  Garfinckel,  Brooks  has 
been  about  average.  According  to 
Forbes  Annual  Report  on  American  In- 
dustry, its  five-year  average  return  on 
equity  of  12.1%  was  slightly  above  the 
median  for  department  stores  of  11.5%. 
Its  return  on  sales  ranked  below  Feder- 
ated, Sears,  Allied  and  May  but  ahead  of 
J.C.  Penney,  R.H.  Macy  and  about  on  a 
par  with  Carter-Hawley-Hale. 

The  Garfinckel  division  which  runs 
venerable  Washington,  D.C.  women's 
stores  of  the  same  name  and  whose  fore- 
runner bought  Brooks  Brothers  way  back 
in  1956,  has  essentially  followed  the 
same  philosophy  as  Brooks  since  it  began 
catering  to  influential  Washington  wom- 
en early  in  the  century.  That  is,  it  gives 
the  customer  what  the  customer  wants, 
not  what  fashion  dictates. 

According  to  Waters,  it  is  a  philosophy 
that  served  the  store  well  during  the  past 
two  years  when  over  1  million  square 
feet  of  competitors'  selling  space  opened 
in  the  Washington  area,  spearheaded  by 
formidable  Bloomingdale's  of  the  Feder- 
ated chain.  "We  could  have  been  all  over 
the  lot  trying  to  be  a  Bloomingdale's,  an 
I.  Magnin,  or  whatever.  But  we  know 
the  nature  of  the  customer  we  serve  and 
we  have  continued  to  serve  that 
customer. 

Garfinckel  s  did  suffer,  Waters  admits; 
both  sales  and  profits  dipped  last  year, 
but  he  says  they  are  now  back  on  track. 
Sales  and  earnings  will  probably  suffer 
again,  however,  now  that  Neiman-Mar- 


cus  is  opening  a  store  in  the  area,  and 
they  will  be  suffering  again  in  the  future 
if  I.  Magnin  comes  to  town.  But  Gar- 
finckel  s  has  a  loyal  following  that  likes  its 
old-Washington  image  and  can  be  count- 
ed on  to  stay  loyal. 


The  More  Things  Change:  Only  a  prac- 
ticed eye  could  detect  the  styling  dif- 
ference between  Brooks'  1931  model 
above,  which  sold  at  about  $70,  and 
today's  $295  pinstripe  below. 


One  advantage  Garfinckel  s  may  have 
is  its  downtown  store.  Right  now  it  does 
most  of  its  business  in  the  suburbs — 
where  all  the  newcomers  are  located — 
but  its  main  store  downtown  is  profitable 
and  has  been  well  maintained.  If  down- 
towns revive  (see  p.  177)  that  location 
could  be  very  important.  Garfinckel  s  is 


also  negotiating  for  a  spot  in  George- 
town, another  intown  area. 

Garfinckel,  Brooks  Bros.,  Miller  & 
Rhoads  now  has  five  other  divisions.  Of 
those,  Joseph  R.  Harris,  a  Washington, 
D.C. -based  women's  specialty  chain, 
was  unprofitable  last  year.  The  reason, 
says  Waters,  is  the  reciprocal  of  the  rea- 
son for  Brooks  Brothers'  success:  "The 
company  lost  its  focus.  It  didn't  know 
who  its  customers  were."  Waters 
promptly  recruited  Stephen  M.  Spiro,  a 
17-year  veteran  of  Federated  Depart- 
ment Stores'  Bloomingdale  s  and  Fi- 
lene's,  to  remedy  that  situation. 

The  store's  focus,  according  to  Waters, 
will  be  on  something  called  "the  updated 
Mrs.  "  customer.  In  fashion  jargon  that  is 
a  woman  25  to  40  who  is  interested  in 
staying  with  it  but  not  setting  trends. 
The  suburban  housewife.  The  ambitious 
career  woman.  Waters  points  out  that 
this  is  a  customer  for  whom  the  demo- 
graphics are  very  favorable.  It  is  a  cus- 
tomer also  served  in  the  Kansas  City  area 
by  Harzfield's,  another  Garfinckel, 
Brooks  Bros,  division. 

Miller  &  Rhoads  is  a  Richmond,  Va.- 
based  department  store  which  is  the  big- 
gest contributor  to  Garfinckel  s  volume. 
Miller's  does  similar  business,  primarily 
in  Tennessee,  through  12  full-line  qual- 
ity department  stores. 

When  Waters,  a  native  of  Akron,  Ohio 
and  an  11-year  veteran  of  the  company, 
took  over  as  chief  executive  officer  in 
June  of  1976,  one  of  his  first  moves  was 
to  do  some  serious  long-range  planning. 

"We  figured  out  how  big  we  needed  to 
be  and  how  profitable  we  needed  to  be 
to  compete — not  only  in  retailing  but 
also  in  the  financial  markets — for  every- 
thing from  the  attention  of  analysts  to  the 
attraction  of  capital. 

Waters  and  His  directors  are  undoubt- 
edly well  aware  that  the  low  market 
price  of  the  company's  stock  plus  its 
valuable  franchises  make  it  an  attractive 
takeover  candidate.  So  the  company 
needed  to  speed  up  growth  on  the  one 
hand  and  to  put  blocks  of  stock  in  friend- 
ly hands  on  the  other. 

Waters  has  come  up  with  a  five-year 
plan  to  double  sales  and  earnings  both 
through  internal  growth  and  acquisition. 
This  will  require  a  considerable  step- 
ping-up  of  pace:  In  the  past  five  years 
sales  have  increased  about  69%  and  net 
earnings  less  than  35%.  It  is  this  slow 
growth  rate  that  accounts  in  part  for  the 
company's  relatively  cheap  stock  price. 
The  next  question,  of  course,  was  how  to 
go  about  getting  this  growth,  especially 
now  that  the  population  is  no  longer 
growing  as  rapidly  as  it  once  was,  is  aging 
and  may  have  less  money  to  spend — all 
bearish  factors  for  retailing. 

Waters  is  unwilling  to  reveal  all  the 
details  of  the  company's  five-year  plan, 
but  a  few  things  are  already  clear.  One  is 
that  the  company  will  grow  at  least  in 
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part  through  acquisitions.  It  recently 
completed  the  acquisition  of  Ann  Taylor, 
a  $14-million-sales,  27-unit  chain  of 
high-fashion  stores  for  women.  Ann  Tay- 
lor serves  the  "missy"  rather  than  the 
"junior"  customer,  meaning  the  woman 
over  25,  not  the  teenager. 

The  company  also  recently  announced 
its  intentions  to  acquire  Catherine's 
Stout  Shoppe,  a  chain  of  73  stores  for  the 
large-size  customer,  whose  sales  of  $24 
million  last  year  were  up  from  $4  million 
just  six  years  earlier.  Waters  points  out 
that  age  and  size  often  grow  together. 
Thus,  with  the  population  aging,  the 
stout  market  may  be  growing. 

Waters  says  the  company  would  be 
interested  in  areas  further  afield,  such  as 
a  catalog  showroom  company  or  a  home 
improvement  company.  Both  would  be 
growth  areas  where  the  company's  repu- 
tation for  quality  would  also  be  helpful. 

Meanwhile,  Garfinckel's  will  move 
into  other  cities,  beginning  in  its  own 
region,    in    Baltimore,    for  example. 


". . .  'Brooks  probably  is 
the  most  profitable  men's 
retailer  in  America' . . ." 


Brooks  Brothers  is  experimenting  with  a 
suburban  store  at  Northbrook  Shopping 
Center  in  Chicago. 

What  are  Waters'  chances  of  meeting 
the  five-year  goals? 

On  the  negative  side,  as  John  Newsom 
of  Wheat,  First  Securities  points  out, 
"It's  easy  to  lose  control  of  small  special- 
ty stores.  Good  management  is  critical 
and  not  always  available."  Waters  will 
face  this  problem  in  his  Ann  Taylor  and 
Catherine's  Stout  Shoppes  acquisitions. 

On  the  plus  side,  Waters  is  young, 
aggressive  and  energetic,  and  he  recog- 
nizes the  need  for  a  strengthening  of 
management.  The  company  has  already 
hired  an  executive  vice  president  to  join 
him  and  Executive  Vice  President-Oper- 
ations and  Finance  Robert  Vandermark 
at  headquarters  to  oversee  the  merchan- 

|  dising  and  sales  promotion  function.  He 

j  expects  to  hire  a  management  develop- 

|  ment  expert  soon. 

New  management  is  also  being  put  in 

I  place  in  several  of  the  divisions.  At  Mil- 
ler &  Rhoads,  for  example,  a  new  execu- 
tive vice  president  to  head  all  nonmer- 

I  chandising  areas  was   recently  hired. 

I  Next  year,  when  the  president,  John 
Marchant,  retires,  a  new  man  strong  in 

I  merchandising  will  take  his  place. 

In  short,  Garfinckel,  Brooks  Bros., 
Miller  &  Rhoads  now  realizes  that  a 
quality  image  alone  is  not  enough:  It 
must  be  managed  properly  and  exploited 

|  properly.  Meanwhile,  the  threat  of  a 
takeover  will  not  go  away.  David  Waters 
has  his  work  cut  out  for  him.  ■ 

FORBES,  NOVEMBER  15,  1977 


ASTRONOMY  ARTWORK  BY  ADOLF  SCHALLER,  ©  1976  BY  ASTROMEOIA  CORP 


JUSTfcRlNI  &  BROOKS  Founded- *74<5* 


^es,  we've  made 
the  same  rare  scotch 
for  almost  100  years. 


It's  a  timeless  gift. 
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The  M/V  James  Ft,  Barker,  fleet  flagship  of  the 
Pickands  Mather  subsidiary  of  Moore  McCor- 
mack  Resources,  is  longer  than  three  football 
fields  and  can  carry  59,000  long  tons  of  iron  ore 
pellets.  Driven  by  two  16-cylinder  Colt-Pielstick 
diesels  from  our  Fairbanks  Morse  Engine 
Division,  this  Great  Lakes  bulk  f  reightercruises 
at  15  mph.  Ou r  diesels  also  provide  power  in  elec- 
tric generating  plants,  in  nuclear  submarines, 


other  well-known  Colt  Industries  products  as 
Crucible  specialty  steels,  Garlock  industrial 
seals  and  components,  Menasco  landing  gear, 
and  Holley  carburetors,  Fairbanks  Morse  diesels 
help  make  us  a  leading  supplier  to  the  indus- 
trial sector  of  the  U.S.  economy.  For  our  latest 
financial  reports,  write  Colt  Industries  Inc, 
Dept.  C.  430  Park  Ave.,  New  York,  N.Y.  10022. 


FORD  LTD  LANDA 


The  roomy  1978  Ford  LTD. 
It  could  be  just  the  car  your  family  needs 


When  America  needs 

a  better  idea. 
Ford  puts  it  on  wheels. 


"fyl   II  A  Anyone  who  needs 
\ji    ILmJ  tne  roominess  and 
comfort  of  a  family- 
size  car  should  con- 
sider the  1978  Ford 
LTD.  Here  are  three  good  reasons  why: 

6'passenger  comfort 

You've  come  to  expect  luxury  from 
Bie  6-passenger  Ford  LTD.  And  the 
L978  Ford  LTD  is  no  exception.  You'll 
End  luxury  details  everywhere. 

Then  try  the  LTD  ride  with  its  wide 
mce— and  luxurious  stretch-out  space 
br  six!  There's  more  hip-and-shoulder 
pom  than  in  Chevrolet  Impala  and 
phevrolet  Caprice  Classic. 


Roomier  trunk 

What's  more,  Ford  LTD  once  again 
has  a  roomier  trunk  than  a  Chevrolet 
Impala  or  Caprice.  It's  a  spacious  deep- 
well  trunk  that  accommodates  eight 
pieces  of  luggage  (including  four  men's 
2-suiters)  and  two  sets  of  golf  clubs! 

Greater  rated  towing  capacity 

For  those  who  do  heavy  towing, 
here's  good  news:  Ford  LTD  with  the 
optional  towing  package  has  a  rated 
towing  capacity  of  7,000  pounds— 1,000 
pounds  more  than  Chevrolet. 

So  this  year  more  than  ever,  con- 
sider a  Ford  LTD.  You  can  put  more  into 
it,  and  get  more  out  of  it. 


:\k: 

More  room  here 


More  room  here 


Special  Appeal:  Fast-growing  Limited  Stores  zeros  in  on  the  relatively  affluent  young  (18  to  35)  woman. 

The  Unlimited  Limited 


Leslie  Wexner's  father  wouldn't  listen  to  his  son's  advice. 
Today  Leslie  is  worth  $50  million  at  the  age  of  40. 


In  1961  Leslie  Wexner,  then  24, 
dropped  out  of  law  school  and  went  to 
work  for  his  father's  modestly  successful 
women's  wear  store  in  Columbus,  Ohio. 
But  Harry  Wexner  and  his  son  soon  had 
a  falling-out. 

What  led  to  a  parting  of  the  ways  was 
young  Leslie's  insistence  that  the  store 
ought  to  drop  coats  and  dresses  because 
it  wasn't  making  money  on  them.  Leslie 
felt  there  was  no  point  tying  up  money  in 
merchandise  that  couldn't  return  a  prof- 
it. Harry  countered  that  you  needed  a 
lull  line  in  order  to  attract  traffic. 

"Dad  finally  said  to  me,  'If  you've  got  a 
better  idea,  go  do  it,'  "  Leslie  says.  And 
Leslie  did. 

In  August  1963  he  opened  a  small, 
2,000-square-foot  store  in  Columbus' 
Kingsdale  shopping  center.  It  featured 
young  women's  sportswear.  Wexner  de- 
scribes the  stock  as  "Bass  Weejun,  pleat- 
ed skirt  stuff" — a  kind  of  female  Brooks 
Brothers.  He  called  the  store  "The 
Limited" — limited  merchandise,  that  is. 

"I  figured  that  if  I  grossed  $100,000 
the  first  year  I  could  survive,    he  says. 


The  Limited  grossed  $162,000.  Leslie 
Wexner  began  to  think  big:  "I  opened  a 
second  store  and  figured  that  I  d  go  right 
on  up  to  building  a  $l-million-a-year 
business  around  Columbus." 

Thirteen  years  later,  Leslie  Wexner, 
40,  is  worth  $50  million. 

His  first  store  alone  grosses  about  $1 
million  a  year.  The  Limited  Stores,  of 
which  he  is  chairman,  president  and 
chief  executive  officer,  has  188  stores  in 
over  60  metropolitan  areas,  with  more 
stores  planned  for  this  year.  Its  sales, 
only  $8.7  million  in  1972,  totaled  $117 
million  in  the  fiscal  year  ended  last  July 
31 — a  68%  compounded  growth  rate. 
Profits,  $8.3  million  last  year,  have 
grown  even  faster  than  sales  in  the  same 
period,  despite  the  fact  that  the  chain 
was  opening  dozens  of  new  stores  and 
despite  the  1974-75  recession. 

The  company's  stock,  of  which 
Wexner  owns  38%,  has  soared  from  a 
little  over  $1  in  1975  to  $18  today,  18 
times  earnings. 

Petrie  Stores  (Forbes,  Dec.  1,  1976), 
led  by  75-year-old  retailing  genius  Mil- 


ton Petrie,  is  the  "grandfather"  of  a 
group  of  stores  specializing  in  young 
women's  clothing.  The  Limited  is  a  spe- 
cialty within  a  specialty.  The  Limited, 
like  Petrie,  sells  to  the  18-to-35-year-old 
"junior"  woman,  but  its  prices  are  sharp- 
ly higher  than  Petrie  s;  it  is  reaching  for  a 
more  affluent  customer.  A  top  or  blouse 
might  sell  for  $8  at  a  Petrie  store,  while  a 
more  classic  version  of  the  same  item 
might  go  for  $18  to  $20  at  a  Limited 
store.  The  Limited  aims  at  a  relatively 
small  group;  its  typical  customer  is  a 
young  working  woman — an  executive 
secretary,  for  example.  Such  clothes- 
conscious  people  usually  care  more 
about  fashion  than  price. 

"The  Limited  is  an  excellent  example 
of  concentrated  marketing  using  a  de- 
tailed positioning  strategy,"  says  Profes- 
sor Roger  Blackwell,  a  consumer  behav- 
ior specialist  at  Ohio  State  University 
business  school.  "While  a  lot  oi  women 
don't  go  to  The  Limited,  the  woman 
who's  25,  making  $10,000  to  $12,000  a 
year  and  'fashion-oriented  hardly  needs 
to  go  anyplace  else."  The  Limited  cap- 
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10  great  years  of  growth 


It's  been  a  remarkable  first  decade  for  Keene. 
On  a  14-fold  increase  in  sales,  we  managed  Keene 
to  a  29-time  increase  in  net  income  and  a  12-fold 
increase  in  earnings  per  share,  while  increasing 
dividends  each  year  for  the  last  five. 

We  adjusted  Keene's  management  strategies  to 
changes  in  the  economic  climate.  We  first  used  the 
plentiful  money  and  credit  of  the  late  60s  to  build  a 
solid  multi-divisional  base.  We  used  the  early  70s  to 
consolidate,  upgrade  facilities,  and  improve  man- 
agement to  build  for  long-term  profitability.  In  the 
mid-70's  we  substantially  reduced  debt  and 


strengthened  our  balance  sheet. 

We  completed  our  10th  year  with  a  record  per- 
formance. Net  income  up  26%  over  1975  to  $5.2 
million,  and  earnings  per  share  up  31%  from  $1.08 
to  $1.41. 

As  we  start  our  second  decade,  our  efforts  are 
being  concentrated  on  increasing  profitable  sales 
and  market  share  for  bearings,  filtration,  laminates, 
and  lighting  fixtures.  At  the  same  time,  we  are  main- 
taining profitable  performance  in  our  other  indus- 
trial and  building  products. 

Send  for  our  1976  Annual  Report.  We're  confi- 
dent you'll  like  what  you  see. 


KEENE 


KEENE 

Our 

11th  year's 
earnings 
beat  our 
10th  year's 
record. 

In  just 
9  months. 

•  $1.43  EPS  for  3  Quarters  of  1977 
versus  $1.41  for  all  of  1976. 

•  500  EPS  3rd  Quarter,  1977.  50% 
higher  than  3rd  Quarter,  1 976. 


•  The  eighth  quarter  in  a  row  that 
Keene's  earnings  have  set  a  record  for 
that  particular  quarter. 


We're  gearing  up  to  continue  our 
growth.  The  new  bearings  plant  an- 
nounced about  a  year  ago  is  already 
operating  profitably.  And  we've  just 
announced  plans  for  a  new  Delaware 
facility  for  our  Laminates  Division. 

It's  great  to  put  two  record  years 
back  to  back.  Especially  when  the 
second  one  is  only  9  months  old. 


KEENE 

CORPORATION 

345  Park  Avenue,  N.Y.,  N.Y.  10022 


italizes  on  this  basic  fact  about  consumer 
behavior:  People  like  to  shop  where  peo- 
ple like  themselves — or  whom  they 
would  like  to  be  like — shop. 

The  Limited  s  stores  are  almost  all 
located  in  regional  shopping  malls  in 
large  metropolitan  areas,  and  their  atmo- 
sphere can  best  be  described  as  tasteful- 
ly "with-it."  The  newest  stores  feature 
plenty  of  shiny  chrome  and  mirrors  to 
make  the  store  appear  even  more  chock- 
full  of  merchandise  than  it  is.  Low  vol- 


ume but  definitely  upbeat  rock  music 
adds  an  extra  dash  of  excitement.  The 
stylish  neon  sign  in  the  front  costs 
$3,000.  Isn't  a  Limited  store  quite  ex- 
pensive overall  to  put  together?  "The 
purpose  of  a  business  isn't  to  minimize 
expenses;  it's  to  make  money,"  retorts 
David  Kollat,  Limited  s  vice  president- 
marketing,  a  former  Ohio  State  market- 
ing professor. 

The  merchandise,  which  is  abundantly 
displayed  throughout  the  store,  is  very 


Sizzling  Specialists 

The  Limited  may  be  a  red-hot  company,  but  it's  only  one  of  a  number  of 
rapidly  growing  junior  women's  specialty  retailers.  The  major  junior  specialty 
chains  (see  table),  many  of  which  had  sales  of  less  than  $5  million  ten  years  ago, 
have  been  growing  and  earning  at  rates  that  put  even  the  best  department 
store  chains  to  shame  (although  one  of  the  first  big  chains,  Lerner  Shops,  has 
slowed  down  since  it  became  a  part  of  Rapid-American  Corp.). 

The  junior  chains  follow  similar  formulas  in  their  operations,  although  their 
markets  are  slightly  different.  "The  customer  that  we  all  cater  to  is  the  15-to- 
35-year-old  woman,"  says  Andrew  Saul,  executive  vice  president  of  Brooks 
Fashions.  "She  spends  a  hell  of  a  lot  of  her  money  on  clothing.  "  Petrie,  Miller- 
Wohl  and  Charming  Shoppes  serve  the  lower-income,  price-conscious  end  of 
the  junior  market.  Casual  Corner  (a  subsidiary  of  U.S.  Shoe),  Limited, 
Winkelman  and  Paul  Harris  sell  to  the  more  sophisticated,  fashion-oriented 
young  woman;  Brooks  Fashions  and  Ups'n'Downs  are  in  between. 

All  of  the  chains  have  centralized  buying  and  pricing.  Store  managers  can 
concentrate  on  cleanliness,  maintenance  and  personnel  in  their  small  (typically 
3,000  to  8,000  square  feet)  stores.  As  the  chains  grow,  substantial  cost 
efficiencies  result  from  having  a  few  central  buyers  for  large  numbers  of  stores. 
While  a  single  large  department  store  might  have  50  buyers  and  buyers' 
assistants  for  all  of  its  departments,  the  specialty  chains  can  rely  on  15  to  20  or 
so  buyers  to  select  huge  quantities  of  merchandise  in  the  narrow  array  of  items 
they  stock.  "Limited  or  Casual  Corner,  in  the  lines  they  carry,  might  carry  50 
times  the  merchandise  that  a  Bloomingdale's  does,"  says  Noel  Davidson, 
president  of  Casual  Corner. 

The  narrow  selection  also  makes  for  high  inventory  turnover,  typically  five 
to  ten  times  per  year  versus  a  department  store  annual  turnover  rate  of  four  to 
seven  turns. 

Not  having  something  for  everybody,  of  course,  decreases  traffic  in  the 
store.  But  thanks  to  huge  suburban  shopping  malls,  the  speoialty  stores  can 
rely  on  the  promotion-oriented  department  stores  to  draw  their  customers  into 
their  vicinity.  Since  the  department  stores  bring  in  the  traffic,  they  get  lower 
rentals  per  square  foot  than  the  specialty  stores.  But  the  specialty  stores  have 
virtually  no  advertising  costs. 

But  competition  is  building  among  the  junior  specialty  chains.  "Like  any 
business,"  warns  Casual  Corner's  Davidson,  "we  could  have  our  shakeout. 


5-Year 
Compounded 
Growth 

  Stock 


Company 

Fiscal  1977 

Sales 
(millions) 

Pretax 
Margins 

Return 

on 
Equity 

Sales 

Earnings 
Per 
Share 

Price 

P/E  Appreciation 
Ratio  (1/1/77-10/26/77) 

The  Limited 

$117.0 

13.7% 

74% 

68% 

77% 

16 

43% 

Brooks  Fashion 

62.5 

14.9 

46 

42 

54 

8 

36 

Miller-Wohl 

105.3 

17.1 

50 

-3 

D-P 

11 

55 

Ups  'n'  Downs 

45.4 

5.9 

14 

35 

18 

11 

8 

Petrie  Stores 

333.6 

21.3 

32 

20 

26 

13 

-2 

Winkeiman  Stores 

76.4 

6.3 

15 

9 

29 

5 

3 

Paul  Harris 

46.2 

7.5 

27 

24 

5 

' :  z ' 

5 

Charming  Shoppes 

48.2 

12.0 

28 

22 

26 

9 

68 

D-P:  Deficit  to  Profit. 
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Designing  Executives:  Limited's  Chief  Executive  Leslie  Wexner  {above,  right) 
is  the  entrepreneurial  force  behind  the  company's  success.  As  the  chain 
grew  explosively,  he  brought  in  professionals  like  Vice  President-Finance  Robert 
Morosky  (center)  and  Vice  President-Marketing  David  Kollat  (left),  a  former 
marketing  professor  at  Ohio  State  U.  The  Limited  is  known  for  innovation 
in  store  design,  like  the  mirrored  look  (right)  featured  in  its  new  stores. 


strongly  oriented  toward  a  single  "look.  " 
For  instance,  Wexner  and  his  associates 
decided  months  ago  that  the  hacking 
jacket — a  tailored,  wool  riding  jacket — 
would  be  big  this  fall  with  The  Limited's 
sort  of  customer.  Accordingly,  the  store 
walls  feature  dozens  of  color-coordinated 
hacking  jacket  outfits — wool  skirts  and 
jackets,  with  plaid  shirts  and  sweaters 
underneath.  Wexner  and  Kollat  stress 
that  a  great  deal  of  thought  goes  into 
deciding  what  "the  look"  will  be.  Once 
they  decide,  the  stores  go  all  the  way 
with  it.  There  is  no  confusing  the  cus- 
tomer with  a  little  bit  of  one  look,  a  little 
bit  of  another. 

The  stores'  saleswomen,  all  of  them 
young  and  dressed  in  Limited-style 
clothes,  help  reinforce  the  image.  "The 
Limited  expects  more  of  its  employees 
than  any  of  the  three  other  retail  chains 
I've  ever  worked  for,"  says  Laura  Cart- 
wright,  22,  assistant  manager  at  one  of 
The  Limited's  Columbus  stores  (after 
checking  a  Forbes  reporter's  identifica- 
tion to  make  sure  he  wasn't  there  to  steal 
secrets  about  the  store  s  design  and  op- 
erations). "They  expect  you  to  under- 
stand fashion,  say  by  reading  the  big 
fashion  magazines,"  she  says.  Employees 
are  motivated  by  a  strong  company  pro- 


mote-from-within  policy  that  has  turned 
saleswomen  into  district  managers  with- 
in three  years'  time. 

Some  outsiders  are  clearly  nervous 
about  the  company's  prospects.  Says  one 
analyst  who  admires  the  company's  man- 
agement and  marketing  skills:  "I've 
found  that  anyone  who  runs  that  fast  can 
get  hit  blind-sided.  You  try  to  keep  your 
eyes  open,  but  there  are  so  many  vaga- 
ries. I've  seen  too  many  [examples  of 
this],  and  they've  looked  too  good." 

Replies  Wexner:  "We're  very  sensi- 
tive to  the  velocity  that  we're  traveling. 
The  point  is,  we  review  the  decision 
[about  how  fast  to  grow].  We're  vulner- 
able, but  we're  very  introspective.  The 
thing  I  would  fear  most  is  the  attitude 
that  we're  invulnerable. 

In  order  to  keep  a  sharp  lookout  for 
trouble  spots,  the  company  has  institut- 
ed a  system  of  financial  controls,  backed 
by  NCR  point-of-sale  terminals  which 
permit  headquarters  in  Columbus  to 
monitor  inventory  levels  in  every  item. 
Vice  President-Finance  Robert  Morosky 
calls  the  system  one  of  "offensive  and 
flexible"  controls  rather  than  defensive 
ones.  What  are  "offensive"  controls? 
Here's  the  idea:  Many  department  stores 
plan  their  markups  and  markdowns  in 


advance,  and  stick  to  their  budgets  rigid- 
ly. Ry  contrast,  The  Limited  aggressive- 
ly marks  down  items  that  aren't  selling, 
even  if  it  is  exceeding  its  initial  mark- 
down  targets,  to  move  the  items  out  of 
the  store  so  that  fresh — and  hopefully 
hot — merchandise  can  be  moved  in.  It's 
hardly  a  unique  strategy  ,  but  it's  one  that 
helps  keep  the  fashion  flops  to  a  mini- 
mum, and  the  stores'  "look"  exciting  and 
current. 

Meanwhile,  Wexner  has  a  long-range 
plan.  Once  the  potential  for  The  Limit- 
ed's current  market  appears  to  be  dimin- 
ishing, Wexner  hopes  to  diversify  into 
related  areas  of  specialty  retailing — say, 
by  acquiring  or  starting  a  chain  of  men's 
stores  or  stores  aimed  at  the  30-to-50- 
year-old  woman.  Although  Wexner  says 
he  has  had  "very  satisfying"  offers  from 
bigger  retailers  to  buy  The  Limited,  he's 
not  interested  in  selling. 

So  what  happened  to  Harry  Wexner 's 
clothing  store,  the  one  Leslie  quit?  Har- 
ry and  his  wife  Rella  closed  their  store  in 
1965,  and  joined  The  Limited,  where 
Harry  served  as  chairman  until  his  death 
in  1975.  Rella  is  now  the  corporation's 
secretary.  As  for  the  intrafamily  dispute 
over  how  to  run  a  clothing  store — well, 
that's  all  forgiven  now.  ■ 
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Crossing  The  Border 


Ken  Barclay  and  Dominion  Bridge's  directors  realized 
before  most  others  did  that  Canada  was  heading  for  trouble. 
They  took  preventive  action.  With  brilliant  results. 


By  JAMES  COOK 

"We  won't  put  up  more  than  30  cents  to 
get  a  dollar  of  sales,  "  says  Kenneth  Bar- 
clay, "$30  million,  that  is,  to  get  $100 
million.  We  have  got  to  turn  our  money 
over  at  least  three  times  a  year  or  to  hell 
with  it. 

"At  the  same  time,  we  have  got  to  see 
at  least  a  10%  profit  on  sales,  preinterest, 
pretax.  And  the  combination  of  that 
turnover  and  that  10%  profit  gives  us  at 
least  a  25%  pretax  return  on  investment. 
That  is  the  benchmark. 

"By  the  same  token,  we  don't  want 
less  than  a  20%  aftertax  return  on  equi- 
ty— which  is  the  same  thing — 25%  pre- 
tax on  total  capital  is  about  the  same  as 
20%  after,  assuming  50-50  debt/equity." 

If  Ken  Barclay,  the  chairman  and  chief 
executive  of  Canada's  giant  Dominion 
Bridge  Co. ,  Ltd. ,  sounds  a  little  the  way 
Textron  executives  used  to  sound  in  the 
early  Sixties,  it's  not  surprising.  Ever 
since  it  set  out  to  diversify  seven  years 
ago,  Dominion  Bridge  has  hearkened  to 
the  same  mentor  that  Textron  did:  Royal 
Little,  chief  architect  not  only  of  Tex- 
tron, but  of  Amtel,  Inc.  and  Indian  Head 
as  well. 

And,  so  far,  Dominion  Bridge  has 
racked  up  some  very  Textron-like  re- 
sults. Over  the  past  seven  years  its  earn- 
ings have  risen  over  600%  (to  $35  mil- 
lion) on  a  200%  gain  in  sales  (to  $536 
million),  while  its  return  on  equity  has 
gone  from  under  5%  in  1969  to  nearly 
22%  last  year.  That  22%  puts  Dominion 
Bridge  among  the  most  profitable  in  all 
North  America,  Canada  and  the  U.S. 
included.  So  far  this  year,  it  has  been 
more  of  the  same:  At  the  three-quarter 
mark,  earnings  were  up  14%  on  a  9% 
gain  in  sales. 

In  a  badly  depressed  stock  market, 
Dominion  Bridge,  traded  on  the  Mon- 
treal and  Toronto  exchanges,  sells  now  at 
six  times  earnings  and  at  close  to  a  30% 
premium  over  book  value;  a  decade  ago, 
when  most  common  stocks  were  doing 
well,  Dominion  sold  at  more  than  a  30% 
discount. 

Montreal-born  and  McGill-educated, 
Ken  Barclay,  51,  explains  that  Dominion 


Bridge's  impressive  recent  record  stems 
from  the  profound  dissatisfaction  he  and 
some  of  his  colleagues  had  with  the  com- 
pany's performance  in  the  late  Sixties. 
"The  name  of  the  game,"  he  says,  "is  to 


Nonreader:  Until  Ken  Barclay  took 
over  as  chief  executive,  Dominion 
Bridge  ran  by  the  book.  But  no  more. 


bring  men,  money  and  materials  togeth- 
er, and  in  the  late  Sixties  some  of  us 
decided  that  our  people  were  working 
pretty  hard,  but  we  weren't  working  our 
money  as  hard  as  we  could.  We  had 
redundant  physical  assets.  We  had  cer- 
tain investments  in  securities  that  were 
not  bringing  in  a  worthwhile  return,  and 
we  were  not  utilizing  the  working  capital 
as  well  as  we  might. 

"At  the  same  time,  we  saw  the  country 
going  to  the  left,  and  we  thought  its 
reach  would  exceed  its  grasp,  so  we  de- 
cided that  the  thrust  of  our  effort  in  the 
future  would  be  in  the  U.S.  and  so  would 
the  bulk  of  our  earnings.  " 

That  was  no  easy  decision  for  one  of 
Canada's  oldest  and  most  venerated 
companies  to  make.  Headquartered  in 
Montreal  and  controlled  (43%)  by  Al- 
goma  Steel,  Dominion  Bridge  was  Can- 
ada's largest  steel  distributor  and  its  larg- 
est structural  steel  company,  fabricating 
everything  from  bridges  to  skyscrapers, 
coast  to  coast.  Turn  its  back  on  Canada? 
In  those  days,  that  was  a  notion  very 
nearly  as  preposterous  as  Separatism, 
but  for  all  that,  Ken  Barclay,  then  vice 
president-finance,  prevailed  over  Do- 
minion Bridge  s  more  conservative  di- 
rectors and  in  late  1970  took  off  for  the 
U.S.  to  set  up  a  subsidiary  to  foment  the 
company's  U.S.  expansion. 

By  early  1973  Barclay  had  settled  down 
in  the  college  town  of  Hanover,  N.H., 
which  became  the  base  for  the  company's 
acquisition  program.  In  1974  he  was  cho- 
sen to  head  up  the  company.  But  instead 
of  returning  to  Montreal,  Barclay  as  chief 
executive  gradually  transferred  the  com- 
pany's headquarters  to  Hanover — 180 
miles  southeast  of  Montreal — in  the  U.S. 
where  its  future  lay. 

There  was  nothing  haphazard  about 
Barclay's  diversification.  Dominion 
Bridge  had  certain  talents  in  engineer- 
ing, and  Barclay  thought  it  ought  to  ex- 
ploit these  talents  by  moving  into  areas 
where  its  talents  could  give  it  better 
control  over  prices,  markets  and.  ulti- 
mately, profits.  As  Barclay  saw  it,  the 
managerial  problem  was  very  similar  to 
the  one  that  Roy  Little  faced  when  he 
sought  to  redeploy  Textron  s  textile  as- 
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Xerox  display 

typewriters  are 

now 

on  display. 


.  You're  looking  at  some  of  the  latest  advances  in  word 
processing. 

The  new  Xerox  850  Display  Typing  Systems. 

With  them,  you  can  quickly  make  first  drafts  and  complicated 
revisions  on  a  screen  without  touching  a  sheet  of  paper.  Then,  just 
push  a  button  and  what  you  typed  in  is  typed  out.  Letter  perfect. 

For  short  documents  with  moderate  revisions,  we  recommend 
our  Display  Typewriter  with  a  built-in  24  character  display. 

For  longer  documents  with  heavy  revisions,  our  Page  Display 
System  displays  a  full  66  lines  of  102  characters  in  black  on  white. 
Or  white  on  black. 

Both  give  you  instant  access  to  any  one  of 280  average  pages 
of  stored  text. 

Yet,  they're  so  simple  to  operate,  anyone  who  can  type  can 
easily  learn  to  use  them. 

For  more  information,  contact  David  M.  Holland, 
Vice  President,  Marketing,  Office  Systems  Division,  1341  West 
Mockingbird  Lane,  Dallas,  Texas  75247. 

If  you're  interested  in  the  latest  advances  in  word  processing, 
remember  this  word. 

XEROX 


XEROX®  and  S50  arc  trademark  of  XEROX  CORPORA  HON. 


Available  m  selected  cities  throughout  the  U.S. 


sets  into  more  lucrative  ones.  So  Barclay 
got  in  touch  with  Little  and  his  partner, 
the  late  Lon  Casler,  and  set  out  to  create 
a  new  company — not  a  conglomerate,  he 
maintains,  but,  like  Textron,  a  diversi- 
fied manufacturer. 

What  Barclay  wanted  was  companies 
with  proprietary  products — highly  engi- 


neered steel  products  that  could  not  be 
easil)  duplicated  by  competitors.  So  the 
association  with  Little  and  Casler  was 
formed,  with  Little  and  Casler  bird-dog- 
ging the  new  acquisitions,  persuading 
prospects  they  were  ripe  to  sell  out,  and 
Dominion  Bridge's  management  careful- 
ly analyzing  and  investigating  the  acqui- 
sitions. To  generate  cash  for  Barclay's 
acquisition  program.  Dominion  Bridge 
liquidated  its  $12-million  interest  in 
Canadian  General  Electric  and  over  a 
decade  sold  off  ten  major  plants  and 
properties  no  longer  needed — thanks  to 
improved  transportation  and  changing 


Proprietary  Products:  At  Dominion 
Bridge,  they  are  engineering  items  like 
tubes  for  underwater  rail  transit. 


technology— in  Dominion  Bridges 
structural  steel  business. 

The  acquisitions  were  carefully  made. 
"If  we  re  going  to  acquire  a  business," 
Barclay  says,  "we  want  to  have  a  good 
look  at  it,  and  we  don't  mean  getting  on  a 
bicycle  and  riding  through  the  shop.  If 
they  re  not  prepared  to  have  ten  of  us 


come  in,  experts  in  manufacturing,  engi- 
neering, and  so  on,  and  come  crotch  to 
crotch  with  our  counterparts  in  that  or- 
ganization, it  is  a  waste  of  time.  That's 
one  reason  we  don't  like  a  tender  offer. 
You  can't  do  that  kind  of  investigation.  " 

Curiously  enough,  Barclay  points  out, 
most  of  Dominion  Bridge's  acquisitions 
"were  companies  that  had  been  acquired 
by  conglomerates  that  didn't  understand 
what  they  owned  and  didn't  know  what 
to  do  about  them.  I  guess  they  milked 
these  businesses  for  a  while  and  then  the 
day  comes  when  they  have  to  go  out  and 
put  some  money  back  into  them,  and 
that's  when  they  get  scared." 

Among  Dominion  Bridge's  acquisi- 
tions, Varco-Pruden  (preengineered 
metal  buildings)  came  from  Fuqua  In- 
dustries; Clyde  Iron  (Whirjey  cranes) 
and  Wiley  Manufacturing  (vehicular  tun- 
nel tubes)  came  from  Microdot;  Morgan 
Engineering  (industrial  cranes)  came 
from  United  Industrial  Syndicate;  and 
Cherry-Burrell  (processing  and  packag- 
ing equipment)  from  Paxall. 

"None  of  these  companies  was  doing 
particularly  well  at  the  time  we  acquired 
them,  which  is  why  we  were  able  to  buy 
them  attractively,  and  why  we  were  able 
to  bring  something  to  the  party  to  im- 
prove their  fortunes." 

Every  one  of  these  acquisitions  was  in 
the  U.S.,  but  Barclay  insists  he  has  nev- 
er neglected  Dominion  Bridge  s  oper- 
ations in  Canada.  Since  1970,  in  fact, 
Dominion  Bridge  has  spent  some  $60 
million  in  Canada,  more  than  it  did  in 
the  U.S.,  and  in  the  process  succeeded 
in  making  major  improvements  in  the 
profitability  of  its  Canadian  operations. 
"Our  Canadian  operations  as  a  general 
rule  now  make  twice  as  much  money  as 
they  did  when  we  star  ted  this." 

But  Barclay  is  nervous  about  Canada. 
He  points  out  that  when  his  diversifica- 
tion started,  Canadian  productivity  was 
on  a  par  with  that  of  the  U.S.;  now  it  is 
nearly  15%  lower  and  still  dropping  off. 
"I  am  a  little  embarrassed  to  say  that, 
whereas  some  77%  of  our  earnings  now 
come  from  outside  Canada,  a  little  less 
than  25%  of  our  investment  is  associated 
with  that  77%.  So  25%  of  our  investment 
is  generating  half  of  our  sales,  three- 


Meeting  Of  Minds:  When  Roy  Little  first 
heard  Barclay's  ambitions  for  Dominion 
Bridge,  he  asked,  "When  do  we  start?" 


quarters  of  our  profits.  In  the  light  ofl 
what  transpired,  a  lot  of  people  have  saidl 
to  us,  Jesus,  you  look  pretty  smart  mov- 
ing out  of  Quebec  and  all  that.  We  think 
that  provides  a  perspective  on  what 
we've  been  doing,  because  we  reached! 
these  conclusions  a  decade  ago. 

Dominion  Bridge  has  good  tax  reasons! 
for  maintaining  a  Canadian  domicile, 
quite  apart  from  Barclay's  loyalties  as  ai 
Canadian,  though  he  has  no  qualms 
about  insisting  that  Dominion  Bridge's 
future  lies  in  the  U.S.  and  the  worldl 
rather  than  Canada. 

To  avoid  diluting  stockholders  equity, 
Dominion  Bridge  prefers  to  acquire  for 
cash — and  has  done  so  with  but  one  mi- 
nor exception.  Even  so,  it  currently  has 
only  about  $8  million  in  debt — as  against 
stockholders  equity  of  $190  milion. 

Bight  now,  Barclay  is  looking  for  a  big; 
one.  Like  Textron  before  it,  it  has  gotten 
to  the  point  where  it  needs  big  ones  to 
make  any  impact  on  its  financial  state- 
ment. Barclay  has  $100  million  to 
spend — $75  million  in  the  form  of  a 
standby  credit.  Using  Barclay's  own 
three-plus  rule,  that  would  seem  to  indi- 
cate an  acquisition  with  at  least  $300 
million  in  sales. 

Anybody  got  a  $300-million  company 
for  sale  that  holds  promise  of  returning 
the  buyer  22%  or  so  on  his  investment? 
If  so,  call  Ken  Barclay.  Canadians  prob- 
ably need  not  apply.  ■ 


". .  .  'If  we're  going  to  acquire  a  business/  Ken  Barclay  says, 
'we  want  to  have  a  good  look  at  it,  and  we  don't  mean  getting 
on  a  bicycle  and  riding  through  the  shop'  .  .  ." 
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Join  the  waste  watchers 
and  see  how  much  more 
your  paper  dollars  can  buy. 


More  for  your  money. 
Fort  Howard  has  more  ways  for.  you 
to  get  more  for  your  money.  Like  our 
new  700-foot  roll  towel.  You  get 
more  hand-dries  and  less  chance 
of  run-out. 

Or  our  1800-sheet  roll  of  Billow® 
tissue.  Because  it's  longer  than  the 
standard  1000-sheet  roll,  it  doesn't 
have  to  be  changed  as  often,  so  your 
maintenance  man  makes  fewer  trips. 

Either  way,  your  maintenance 
dollars  buy  more  productivity. 


More  paper,  too. 
Your  maintenance  man  may  be 
throwing  away  up  to  25%  of  your 
paper  dollars  in  stub  roll  leftovers 
when  he  refills  the  cabinet.  Now 
the  Commander  I®  cabinet  lets  you 
load  a  new  roll  towel  that  won't  start 
feeding  until  the  old  roll  runs  out. 

Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher 
Before  another  dollar 
slips  away. 


tcher. 


*       m ""'  slips  away.  w^3m 

Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


Mercedes-Benz  announces  a  new  Coupe 


The  2  8-liter  gasoline-powered  280CE 


plus  an  extraordinary  new  Coupe 


The  5-liter  Diesel-pou  erecl  300CD 


The  new  Coupe 
is  the  280CE  and  it  is  powered  by  a  fuel-injected,  2.8-liter  Six. 

The  extraordinary  new  Coupe 
is  the  300CD,  and  it  merits  the  term  by  introducing  Diesel  power 
to  a  class  of  Mercedes-Benz from  which  Diesels  were 

previously  excluded. 


Thus  the  Mercedes-Benz  Diesel 
has  fully  come  of  age.  It  stands 
today  at  such  a  peak  of  refinement  that 
a  limited-production  Diesel  sports 
Coupe  is  not  sacrilege  but  logic. 
Meanwhile,  savor  your  new  luxury  of 
choice. 

No  boulevard  sports  car 

Gasoline-  or  Diesel-powered,  this 
new  Coupe  is  no  faddish  "personal" 
car  but  a  lithe  five-passenger  machine 
you  will  prize  as  much  for  its  quick 
reflexes  as  for  its  elegant  lines. 

You  sit  cradled  within  a  wheelbase 
of  only  106.7  inches,  less  than  a  foot 
longer  than  the  close-coupled  450SL 
Roadster.  You  should  find  yourself 
negotiating  even  tight  mountain 
curves  with  a  sense  of  ample  road  to 
spare,  slipping  through  city  traffic  like 
a  fish.  Chances  are,  within  a  few  days 
you  will  stop  having  to  envy  sports  car 
drivers  forever. 

But  family  men  can  rest  assured. 
There  is  not  only  a  full  rear  seat  but  a 
rear  seat  that  nearly  equals  the  280E 
Sedan  for  headroom.  And  there  is 
not  only  a  full  trunk  but  a  trunk  with 
the  same  12.6  cubic  feet  of  space  as 
the  280E. 

Some  people  don't  understand  how 
Mercedes-Benz  builds  such  space- 
efficient  cars.  Mercedes-Benz  doesn't 
understand  how  to  build  anything 
else. 

Worth  its  weight  in  strength 

The  new  Coupe's  taut  profile  is  aero- 
dynamically  "clean."  Put  under  an 
X  ray,  it  would  be  revealed  as  the  skin 
over  a  steel  cage  welded  at  4900 
points  to  a  steel  platform,  forming  a 
monocoque  structure. 

The  engineers  braced  that  sheet- 
steel  floor  with  cross  members  to 
help  stiffen  the  midsection.  And 


although  the  side  windows  are  pillar- 
less,  the  concealed  "B"  pillar  provides 
additional  structural  integrity. 

Straight-line 
braking  stability 

Engineers  and  not  stylists  are  the 
heroes  behind  the  Coupe  If  this  1%- 
ton,  five-passenger  machine  seems  to 
corner  flatter  and  grip  the  road  more 
tenaciously  than  you're  accustomed 
to,  credit  them. 

They  in  turn  would  credit  tech- 
nological nuggets  like  fully  indepen- 
dent suspension,  and  zero  offset 
steering  with  straight-line  stability, 
even  in  panic  stops. 

Panic  stops  are  further  softened  by 
4-wheel  disc  brakes.  Mercedes-Benz 
would  never  build  a  Coupe  or  any 
other  car  without  them. 

But  handling  brilliance  is  only  half 
the  tale.  The  other  half  is  the  ride: 
Over-the-road  decorum  worthy  of  an 
expensive  motor  car.  A  clue:  The 
shock  absorbers'  lower  chambers  are 
pumped  full  of  nitrogen  gas  as  an 
extra  cushion  against  vibration. 

Power  assists  a  purist  can  love 

No  brute  force  is  needed  to  pilot  your 
Coupe  about.  Power  steering,  power 
brakes,  and  a  4-speed  autorriatic  trans- 
mission slightly  smoother  than  the 
human  hand  are  standard  features. 
Wives  will  approve.  And  so  will  driv- 
ing purists-because  these  laborsaving 
devices  have  been  designed  to  pre- 
serve driving  "feel"  at  all  costs. 

Not  a  superficial  ounce  of 
chrome 

Doors  over  four  feet  wide  swing  open 
to  reveal  a  meticulously  ordered  cock- 
pit. Electric  windows,  bi-level  cli- 
mate control  and  AM/FM  stereo  radio 
are  all  built  in,  but  the  mood  is  less 


opulent  than  crisply  businesslike. 

For  instance,  the  interior  has  no 
dazzling  chrome  knickknacks  to  con- 
fuse the  driver's  field  of  vision.  Glare- 
free  gauges  are  placed  so  you  can 
check  them  without  breaking  visual 
contact  with  the  road. 

The  anatomically  contoured  twin 
front  seats  are  thickly  padded,  their 
springs  tuned  to  the  car's  suspen- 
sion. The  backrests  lock  in  place 
pneumatically. 

And  the  walnut-root  veneer  that 
trims  the  instrument  panel  and 
covers  the  console  is  real  walnut-root 
veneer. 

A  delicious  dilemma 

Which  engine  version  belongs  in  your 
Coupe? 

Classicists  will  feel  most  at  home 
with  the  280CE  and  the  familiar  traits 
of  its  gasoline  power  plant-supple 
and  responsive  in  the  sporting  Coupe 
manner.  And  hardly  a  mundane 
choice:  The  280CE  marks  the  zenith  of 
Mercedes-Benz  six-cylinder  engine 
development. 

The  300CD  allows  Coupe  devotees 
to  combine  their  love  for  elegance 
with  common-sense  motoring,  and 
Diesel  devotees  to  combine  their  love 
for  common-sense  motoring  with  ele- 
gance. The  power  of  its  5-cylinder 
engine  is  one  surprise,  the  lack  of 
noise  and  roughness  is  another.  That 
it  offers  the  established  advantages  <  >f 
a  Diesel  should  be  no  surprise. 

But  there  is  ultimately  only  one  way 
to  decide  which  Coupe  best  suits  your 
needs.  See  your  Mercedes-Benz 
dealer  and  experience  them  both. 


ips  Hodgkins,  Jim  McEaggprt, 
Wells  Fargo  man.  Wells  Fargo  man. 


Stockton,  California,  1862.  As 
i 


the  city  of  Stockton  is  swept  by 
flood,  Wells  Fargo  dispatcher 
Pilsbury  "Chips"  Hodgkins  makes 
his  way  through  the  town  by 
rowboat,  picking  up  stranded  resi- 
dents and  carrying  them  to  the 
safety  of  a  steamer  bound  for 
San  Francisco.  A  pioneer  mining- 
camp  messenger  during  the  Gold 
Rush,  Chips,  in  1876,  is  presented 
with  a  miniature  silver  treasure  box  on  his  25th  anniversary 
as  an  expressman.  During  his  career,  it  is  said,  he  carried 
more  gold  than  any  other  person  in  the  United  States. 


The  merger  between  a  specialty 
drug  company  and  a  diversified 
firm  seemed  ideal-but  to  be  sure, 
the  specialty  drug  company  called 
in  Wells  Fargo  Vice  President 
Jim  McTaggart  to  estimate  the 
firm's  future  profitability  and  de- 
termine the  appropriate  value  of  its 
stock.  Acting  as  an  expert  third 
party,  using  methods  of  financial 
analysis  unique  to  Wells  Fargo's  Corporate  Finance 
Department,  McTaggart  concluded  that  any  merger  shoulc 
be  postponed  until  the  specialty  firm  was  able  to  turn 
around  problem  divisions.  Heeding  McTaggart's  advice,  th 
firm  trimmed  excess  operations,  and  was  soon  acquired 
by  another  company  for  a  price  substantially  more  than 
the  earlier  offer. 

Personal  effort:  it's  helped  make  Wells  Fargo  the 
nation's  11th  ,4^3*ft&ito_Jargest  bank. 


Proven*  Wells  Fargo  Bank. 


San  Francisco  •  Los  Angeles 


The  Canal  Without  Rhetoric 


What  would  closure  of  the 

Panama  Canal  to  U.S.  goods  really  cost  us? 


While  tempers  mount  and  rhetoric 
flows  over  the  future  of  the  Panama  Ca- 
nal, few  people  seem  to  be  addressing 
themselves  to  the  basic  question:  Does 
the  U.S.  really  need  the  canal?  From  a 
practical  economic  point  of  view,  the 
answer  almost  certainly  is:  No. 

At  present,  the  canal  handles  only 
about  10%  of  the  U.S.'  ocean-going 
trade,  but  this  small  percentage  accounts 
for  more  than  two-thirds  of  the  canal  s 
total  volume.  In  that  sense,  the  canal 
needs  the  U.S.  more  than  the  U.S. 
needs  the  canal. 

What  about  that  10%  of  U.S.  trade 
that  does  use  the  canal?  Economists  esti- 
mate that  long-term  closure  of  the  canal 
would  add  about  $125  million  in  ship- 
ping costs  for  world  trade — but  this  is 
tiny  as  against  the  $45  billion  in  goods 
that  transit  the  51  miles — 0.3  cents  on 
the  dollar. 

Shifts  in  trade  patterns,  of  course, 
there  would  be. 

"Closing  the  canal  would  have  a  bad 
impact  upon  us,"  says  Port  of  Baltimore 
Administrator   Joseph    Stanton.  "New 


President  Torrijos  Of  Panama: 

The  canal  needs  the  U.S.  more  than 
the  US.  needs  the  canal. 
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York  and  the  Gulf  ports  will  pay.  " 

They  are  paying  already. 

"A  lot  of  canal  cargo  has  already  been 
diverted  into  minibridge  services,"  says 
Howard  Casey  ,  Deputy  Assistant  Secre- 
tary of  Commerce  for  Maritime  Affairs. 
Both  New  York  and  Baltimore  (the  larg- 
est and  sixth-largest  ports  in  the  nation) 
handle  heavy  Far  East  traffic.  They  re- 
ceive high  value,  nonbulk  commodities 
like  cars  and  electronics,  which  can  read- 
ily be  transported  via  "minibridge,"  a 
combination  of  rail  and  ship  allowing 
Orient  exporters  to  drop  their  goods  at 
Pacific  ports,  then  rail  them  inland  at 
charges  comparable  to  all-water  rates. 
Says  a  spokesman  for  Japanese  electron- 
ics manufacturer  Panasonic,  "We  have 
no  need  for  the  Panama  Canal.  " 

Toyota,  for  example,  formerly  shipped 
cars  via  the  canal  to  Gulf  ports  for  Mid- 
west destinations.  Now,  it  deposits  them 
in  Portland,  Ore.,  where  they  are  railed 
to  a  Chicago  processing  center  with  a 
two-week  time  savings.  Baltimore's 
Stanton  says  with  a  sigh:  "Minibridge  is 
now  penetrating  as  far  east  as  Cleveland. 
That  used  to  be  our  territory." 

Insofar  as  there  would  be  a  cost  should 
the  canal  close,  grain  producers  who 
send  their  goods  down  the  Mississippi 
Biver  to  the  Port  of  New  Orleans  for  Far 
East  markets  could  pay  the  highest 
price.  One-fifth  of  the  $23  billion  in  U.S. 
farm  exports  goes  through  the  63-year- 
old  passage.  Without  a  canal,  U.S.  farm- 
ers could  face  increased  competition 
from  foreign  producers.  Brazilian  soy- 
beans, for  example,  would  have  a  50- 
cent-a-bushel  cost  edge  on  U.S.  soy- 
beans to  the  Orient.  Additional  transpor- 
tation costs  would  push  the  price  of  a 
long  ton  of  corn  up  $2  during  the  first  six 
months  of  a  canal  closure;  a  long  ton  of 
rice  would  cost  an  extra  $3.75.  Grain 
men  regard  an  East  Coast-to- West  Coast 
minibridge  as  uneconomical,  and  export- 
ers have  yet  to  try  shipping  in  huge 
freighters  around  one  of  the  Capes, 
where  larger  ships  would  provide  econo- 
mies of  scale  not  achieved  by  transport- 
ing in  smaller  freighters  through  the  Pa- 
nama Canal.  "The  big  ships  make  for 
difficult  handling  when  the  grain  reaches 
Japan,"  explains  James  Springrose,  vice 
president  of  transportation  for  grain  han- 


dler Cargill,  Inc.,  "because,  unlike  coal 
exports,  our  grains  go  inland  to  many 
small  processing  facilities." 

The  canal,  too,  is  the  only  avenue  for 
shipping  Alaskan  North  Slope  oil  to  the 
U.S.  East  Coast.  Plans  to  build  a  termi- 
nal in  California  and  then  pipe  the  crude 
to  Texas  have  been  stymied  by  environ- 
mentalists; if  the  proposal  is  approved, 
another  two  to  three  years  would  be 
required  to  get  the  facilities  in  operation. 
Of  course,  we  could  swap  our  North 
Slope  oil  to  Japan  for  their  rights  to 
Persian  Gulf  crude,  thus  avoiding  the 
Canal — a  sensible  plan,  but  opposed  by 
the  Carter  Administration. 

However,  the  huge  U.S.  coal  exports 
to  Japan  would  be  relatively  untouched 
by  a  Panama  Canal  closure.  By  shipping 
around  one  of  the  Capes,  Japanese  coal 
importers  can  almost  double  their  freight 
capacity  and  save  $1  per  ton  over  buying 
in  the  smaller  quantities  that  is  required 
for  the  smaller  ships  the  canal  can  han- 
dle. Already,  some  25%  of  U.S.  coal 
exports  to  Japan  now  move  in  that  fash- 
ion, bypassing  the  canal. 

And  while,  without  the  Panama  Canal 
the  East  Coast  ports  are  sure  to  suffer, 
the  West  Coast  ports  are  sure  to  gain. 
Pacific  facilities  are  not  now  equipped  to 
handle  a  great  increase  in  freight,  but 
they  could  easily  be  expanded. 

The  railroads  come  out  ahead.  "We 
would  stand  to  gain  in  both  the  long  and 
short  term,  says  Bobert  Godfrey,  assis- 
tant vice  president  of  marketing  for  Un- 
ion Pacific. 

Other  countries  have  much  more  at 
stake  in  the  canal  than  the  U.S.  or  Japan. 
Nearly  three-fourths  of  Ecuador's  trade 
transits  the  canal  and  half  of  Peru's.  Ca- 
sey of  the  Commerce  Department  pre- 
dicts that  without  the  canal,  the  U.S. 
East  Coast  market  for  Ecuadorian  ba- 
nanas and  Colombian  coffee  would  dis- 
appear. But  there  is  plenty  of  coffee 
elsewhere. 

All  this,  of  course,  assumes  a  worst- 
case  situation:  complete  closure  of  the 
canal.  Short  of  this,  potential  disruptions 
would  be  relatively  minor  if  the  U.S. 
gives  up  control — especially  in  these 
days  of  superfreighters.  From  a  purely 
economic  point  of  view,  the  Panama  Ca- 
nal is  more  symbol  than  substance.  ■ 
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Firms  affiliated  with  trade 
associations  or  other  business 
groups  may  be  able  to  reduce 
insurance  costs  through  safety 
group  plans* 

A  brief  review  by  IN  A  of  an 
insurance  topic  of  interest  to 
business  owners* 

The  idea  of  business  insurance  policyholders 
receiving  cash  dividends  resulting  from  lower  than 
expected  losses  over  a  period  of  time  is  not  a  new 
one.  In  the  last  few  years,  however,  a  variation  of 
this  principle  has  emerged  in  the  form  of  "safety 
group"  plans  and  has  experienced  rapid  growth.  It 
is  estimated  that  over  30,000  businesses  today 
purchase  commercial  package  and  workers'  com- 
pensation insurance  policies  under  safety  group 
plans. 

The  attraction  of  safety  groups  is  twofold.  They 
offer  a  way  for  small  and  medium  size  business 
firms  to  obtain  the  benefits  of  safety  and  loss  con- 
trol programs  which  they  might  not  otherwise  re- 
ceive. And  if  the  groups  combined  annual  loss 
experience  is  sufficiently  favorable,  there  is  a  pos- 
sibility of  dividends  being  paid  to  policyholders. 
This  affords  an  opportunity  to  counteract  the  in- 
creasing cost  of  commercial  insurance. 

Dividends,  if  declared,  may  run  from  1%  of  the 
premiums  paid  up  to  2  5%;  in  some  cases  even  higher 
percentages  have  been  received  by  groups  with  ex- 
cellent loss  experience.  It  should  be  stressed,  how- 
ever, that  dividend  payments  are  not  guaranteed, 
and  legally  may  not  be.  Also,  dividend  payments 
can  be  made  only  by  an  insurer  commonly  referred 


to  as  a  participating  insurance  company.  In  declar- 
ing dividends,  the  insurer  takes  into  account  its 
own  financial  performance  as  well  as  the  group's 
loss  experience. 

Safety  groups  are  usually  formed  through  or- 
ganizations already  in  existence— trade  associa- 
tions, associations  of  franchise  holders,  groups  o 
churches  or  schools  which  reflect  characteristics 
and  interests  shared  in  common— although  it  is 
not  necessary  to  be  a  member  of  the  association  oi 
group  in  order  to  join  the  safety  group.  Examples 
are  associations  of  retail  druggists,  of  electrica! 
contractors,  of  appliance  dealers,  of  restaurants. 

Standard  rates  and  premiums 

After  a  safety  group  plan  is  developed,  individ 
ual  members  of  associations  who  indicate  interes 
in  the  plan  are  contacted  by  insurance  agents 
(There  is,  however,  no  requirement  that  even 
member  join,  and  no  obligation  on  the  part  of  the 
insurance  company  to  provide  insurance  for  ever 
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member  wishing  to  participate. ) 

Those  who  want  to  join  and  who  are  accepted 
by  the  company  acquire  individual  policies  at  stan- 
dard rates  and  premiums.  Most  of  the  business  in- 
surance is  provided  in  the  form  of  industry  package 
policies;  an  exception  is  workers'  compensation, 
which  is  usually  written  separately.  These  compre- 
hensive policies  are  intended  to  provide  broad  pro- 
tection for  specific  kinds  of  businesses  while  elimi- 
nating needless  duplicate  coverage. 

Vital  to  safety  group  plans  is  adherence  by  each 
accepted  member  to  safety  standards— loss  control 
measures— which  apply  to  the  group  as  a  whole 
(hence  the  phrase  "safety  group").  Some  members 
will  meet  these  standards  as  a  matter  of  course, 
while  for  others  needs  may  be  pointed  out  by  a  loss 
control  specialist. 

Safety  can  pay 

Effective  loss  control  techniques  are  instru- 
mental in  establishing  above-average  results  for 


any  given  safety  group.  And  favorable  results  can 
in  turn  make  possible  the  payment  of  policyholder 
dividends. 

The  dividend  rate,  of  course,  is  likely  to  fluc- 
tuate from  year  to  year,  reflecting  each  year's  vary- 
ing loss  experience  for  the  safety  group  involved 
and  the  insurance  company's  overall  results.  Divi- 
dends are  expressed  as  a  percentage  of  the  premiums 
paid  by  members,  so  that  a  20%  dividend  would 
mean  a  payment  of  $200  on  a  members  annual 
premium  of  $1,000. 

It  is  estimated  that  there  are  some  40,000  busi- 
ness and  trade  associations  of  all  kinds  in  the  United 
States  today.  One  insurance  industry  projection  is 
that  by  1980  as  much  as  25%  of  all  commercial 
insurance  will  be  written  under  safety  group  plans. 

An  organization  can  apply  for  inclusion  in  a 
safety  group  through  any  insurance  agent  or  broker. 
As  an  objective  discussion  of  safety  groups,  INA 
has  prepared  a  booklet  entitled,  "Safety  Groups: 
Some  Professional  Considerations!'  Copies  may  be 
requested  by  writing  INA  Corporation,  1600  Arch 
Street,  Philadelphia,  Pa.  19101. 

Ji.  M,  Jt. 

*A-  "Tr  wv 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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Insurance  Professionals 


The  Money  Men 


i  m  t  lie  A  Bottom- Watcher 


By  ROBERT  J.  FLAHERTY 

"The  investment  trade  magazines 
these  days  are  as  full  of  claptrap  about 
betas  and  mechanical  investment  formu- 
las as  they  were  in  the  late  Sixties  with 
all  that  crap  about  go-go  stocks."  That's 
John  B.  Neff  speaking,  the  outspo- 
ken 46-year-old  Forbes  mutual 
fund  honor-roller,  whose  Windsor 
Fund  (no-load)  outperforms  the 
market  more  often  than  not  over  a 
long  period  of  time. 

Most  of  his  rivals  are  too  busy 
intellectualizing  about  the  market, 
Neff  says.  They  are  so  busy  trying 
to  figure  out  whether  we  are  in 
another  1974  or  1970  or  1966  or 
1929  that  they  are  unable  to  see 
the  marvelous  bargains  that 
abound.  Neff  gets  off  one  of  his 
outrageous  Confucius-isms:  "He 
who  worships  at  the  altar  of  his- 
torical parallel  does  so  at  peril  to 
his  portfolio." 

Of  this  year's  scary  200-point 
decline  in  the  Dow  Jones  indus- 
trials, Neff  says:  "I've  no  expertise 
in  market  timing,  but,  gawd,  the 
market  is  an  outright  buy."  In  the 
headlines,  economic  scare  stories 
abound.  But  the  underlying  reali- 
ty, Neff  says,  is  this:  "Price/earn- 
ings ratios  are  very  reasonable,  the 
economy  is  on  a  solid  footing. 
Earnings  will  be  up  only  moder- 
ately in  1978,  but  dividends  will 
be  up  more  than  earnings  both 
next  year  and  the  year  after. 

"Those  money  managers  who've 
lost    their    manhood  worrying 
should  go  out  and  get  a  transplant.  Could 
it  go  lower?  Sure.  But  I  don't  have  to  call 
the  bottom — not  with  all  those  outstand- 
ing values  around. 

"The  best  sign  of  all  is  that  common 
stock  yields,  using  the  S&P  500,  are  on  a 
5%  basis.  That  puts  the  spread  between 
stocks  and  tripIe-A  corporate  bond  yields 
[8.15%]  at  its  lowest  point  since  1974." 

So  what  stocks  is  John  Neff  buying  and 
holding  for  Windsor  Fund  (assets:  $520 
million)? 

He  has  a  particular  fondness  for  what 
he  calls  "lesser  recognized"  or  "second- 
ary growth  stocks" — that  is  stocks  that 
have  growth  characteristics  but  not 
growth  multiples.  He  especially  likes 
three:  Tandy  Corp.,  Colonial  Penn 
Group,  Best  Products. 

Tandy.  Neff  likes  its  price,  which  is 


just  4.5  times  the  $6  a  share  he  estimates 
for  Tandy's  1978  earnings.  Two  years  ago 
Windsor  owned  600,000  shares  of  this 
company  that  runs  Radio  Shack.  Charac- 
teristically, Neff  sold  most  of  that  block 
at  six  times  the  price  he  paid;  when  it 
dropped  sharply,  he  went  back  in,  and 


John  B.  Neff:  Common  sense  and  a  sim- 
ple rule  of  two  is  better  than  beta,  this 
Valley  Forge  Confucius  contends. 


Windsor  now  holds  450,000  shares.  ("I 
prefer  to  sell  on  strength  and  buy  on 
weakness,"  he  says,  reversing  what  a 
technician  would  do.) 

Colonial  Penn:  Although  Neff  thinks  it 
can  continue  to  show  an  annual  growth 
rate  of  17%  in  earnings,  this  specialty 
insurance  company  (medical  insurance 
for  old  folks  whom  other  insurers  tend  to 
shun)  sells  at  only  six  times  earnings  and 
yields  3.7%  on  its  current  dividend. 

Best  Products:  Earnings  of  this  catalog 
and  showroom  merchandiser  once  grew 
at  a  50%  annual  rate;  now  the  growth  rate 
is  down  to  20%.  But  Neff  thinks  that  the 
20%  growth  rate  deserves  better  than  the 


6.5  times  earnings  that  the  stock  market 
currently  assigns  to  the  stock.  Other 
Windsor-held  stocks  that  are  in  this  cate- 
gory: Edison  Brothers  Stores,  General 
Cinema,  Hospital  Corp.  of  America, 
Browning- Ferris,  Rite  Aid,  Jerrico. 
Then  there  are  Neff's  "contrarian" 
stocks.  These  are  stocks  that  the 
general  consensus  shuns — wrongly 
in  Neff  's  view.  Gulf  &  Western  is  a 
big  Neff  favorite  here;  Windsor 
owns  500,000  shares.  He  kicks 
himself  for  not  haying  sold  when 
G&W  was  at  $21  this  year,  but 
consoles  himself  that  Windsor  paid 
only  about  $8  a  share  (recent  price: 
$11.25).  Although  G&Ws  earnings 
dropped  sharply  last  fiscal  year, 
Neff  thinks  earnings  will  recover 
well  this  year.  In  the  meantime, 
the  stock  sells  for  a  mere  five  times 
fiscal  1977's  fully  diluted  and  very 
depressed  earnings. 

Contrary,  too,  are  Neff's  views 
on  the  auto  stocks.  The  Street  is 
putting  a  low  multiple  on  this 
year's  high  earnings  because  the 
consensus  is  that  1978  will  be  a 
down  year.  Neff  disagrees,  thinks 
1978  will  be  almost  as  good  as  1977 
for  Detroit.  This  year  he  sold  all  of 
Windsor's  huge  holdings  in  AT&T 
and  half  its  IBM  to  buy  Ford  and 
GM.  The  respective  P/Es  are  3.5 
for  Ford  and  5.8  for  GM;  the  re- 
spective yields  are  7.5%  and  9%. 

Do  the  "experts"  predict  disin- 
termediation  for  the  savings  and 
loan  stocks  with  interest  rates  ris- 
ing? Contrarily,  Neff  thinks  that 
short-term  interest  rates  are  close 
to  their  peak  and  that  the  public  isn't 
about  to  start  pulling  its  money  out  of  the 
S&Ls.  Discounting  the  worst,  First 
Charter  Financial  recently  sold  at  just 
five  times  $3.25  estimated  earnings,  in 
spite  of  a  12%  future  growth  rate  and  a 
5%  yield.  Windsor  has  550,000  shares  of 
First  Charter. 

Are  apparel  stocks  in  the  doghouse? 
Good,  says  Neff;  it's  time  to  buy  dogs. 
Windsor  owns  Interco  and  Leslie  Fay, 
major  diversified  apparel  manufacturers, 
and  Russ  Togs,  a  sportswear  outfit.  The 
latter  is  a  kind  of  walking  bank:  no  debt. 
Respective  P/Es:  6.5,  5  and  7;  respective 
yields:  4.3,  6  and  6.6.  Whatever  the 
experts  think,  John  Neff  believes  that 
fashion  is  coming  back.  He  thinks  that 
both  consumers  and  stockholders  will 
end  up  buying  the  new  "softer  look,  "  and 
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that  will  strengthen  these  stocks. 

The  current  takeover  trend  plays  right 
into  John  Neff's  hands.  Would-be  acqui- 
sitors  are  looking  for  the  same  thing  he  is: 
undervalued  assets.  Says  he,  "However 
unattractive  risk-taking  has  become  to 
fixed-income-oriented  individuals  and 
domestic  institutions,  equity  ownership 
is  irresistible  to  corporations.  And  to  for- 
eign firms,  especially.  Even  the  Germans 
are  figuring  that  the  U.S.  will  be  the  last 
stand  of  capitalism  and  they  want  a  stake 
here. "  Neff  is  tickled  pink  with  Pizza  Hut. 
Windsor  bought  370,000  shares  at  around 
$21.  Then  along  came  PepsiCo  with  a 
stock  offer  worth  60%  more  than  the 
going  market  price.  The  stock  soared. 


P/E  of  5  (5  plus  5,  divided  by  5,  is  2),  not 
uncommon  in  today's  market. 

But  a  59?  yield  and  6%  growth  with  a 
P/E  of  eight  wouldn't  make  it  (6  plus  5, 
divided  by  8,  is  1.375).  That's  less  than 
two  and  not  good  enough. 

Take  AT&T,  which  Neff  has  recently 
sold.  He  thinks  it's  still  a  reasonable 
value,  but  no  longer  an  outstanding  one'. 
The  arithmetic  on  AT&T  would  go  like 
this:  Current  yield  of  7.2%  plus  earnings 
growth  of  6%,  divided  by  P/E  of  8.1, 
equals  1.6. 

Under  two.  So  Neff  sold. 

If  you  are  alert,  dear  reader,  you  have 
spotted  a  problem  here.  It  is  this:  How 
does  one  know  what  the  earnings  growth 


".  .  .  If  Neff  personally  were  launching  a  new  mutual 
fund  today  he  knows  exactly  what  he  should  call  it: 
'The  Neff  Knockout  Fund'  would  be  his  choice  .  .  ." 


Neff  thinks  Windsor's  portfolio  is  loaded 
with  such  takeover  candidates. 

Neff  thinks  this  kind  of  stock  is  so 
vulnerable  that  if  he  personally  were 
launching  a  new  mutual  fund  today  he 
knows  exactly  what  he  would  call  it:  "The 
Neff  Knockout  Fund"  would  be  his 
choice.  "It  would  be  comprised  of  good, 
solid  values,"  he  says,  "five  times  1978 
earnings  or  less.  None  would  be  outstand- 
ing companies  that  the  big  institutional 
buyers  would  feel  safe  with.  Of  the  30 
names  in  my  Knockout  portfolio,  I  figure 
that  at  least  four  would  fall  in  takeovers  in 
the  next  12  months  for  big  gains.  " 

In  the  current  market,  where  statisti- 
cal bargains  abound,  Neff  has  his  own 
little  rule  of  thumb  for  stock  selection:  "I 
take  current  yield  plus  the  earnings 
growth  rate  and  divide  it  by  the  current 
price/earnings  ratio.  This  means  I  am 
dividing  what-am-I-getting'  by  what- 
am-I-paying.  If  the  answer  is  two  or 
more,  it's  a  buy." 

Here's  how  it  works.  We'll  take  one  of 
Neff's  favorites,  Tandy.  Current  yield  is 
zero,  but  Neff  figures  the  earnings 
growth  rate  at  17%;  total,  17%.  P/E  is 
about  four  times  estimated  1978.  Divide 
17  by  4  and  you  get  4.25.  A  buy! 

The  higher  the  number  the  better.  An 
ideal  stock  would  be  one  yielding  8%  and 
growing  at  20%  a  year  and  with  a  P/E  of 
four.  If  such  a  stock  existed  it  would  have 
been  rated  7  on  Neff  's  scale  (20  plus  8, 
divided  by  4,  is  1).  Only  Tandy  comes 
even  close  to  seven  on  Neff  's  scale,  but 
there  is  no  shortage  of  stocks  rating  two 
or  higher.  About  all  it  takes  is  a  yield  of 
5%,  an  earnings  growth  rate  of  5%  and  a 


rate  will  be  (the  other  required  figures 
are  all  easily  and  readily  available)?  One 
doesn't,  of  course.  One  can  only  guess. 
John  Neff  isn't  among  the  mystics  who 
think  they  can  project  growth  into  the 
indefinite  future.  He  figures  he  is  only 
going  to  hold  the  stock  for  a  year  or  two, 
so  a  couple  of  years  out  is  as  far  as  he  has 
to  go.  Neff,  distrusting  conventional  in- 
vestment research,  uses  growth  figures 
that  he  and  his  own  staff  come  up  with. 
For  the  average  investor  who  lacks  his 
own  research  staff,  Neff  suggests  check- 
ing Value  Line's  forecasts. 

Mechanistic?  Not  really.  Just  a  handy 
rule  to  measure  comparative  value. 
Quips  Neff:  "It's  better  than  beta  and  all 
that  data."  He  sneers:  "Much  of  this 
intellectual  mumbo  jumbo  is  spouted  by 
people  who  have  not  done  awfully  well  in 
the  past  and  want  something  new  to  talk 
about  so  they  can  snow  trustees.  And,  of 
course,  a  lot  of  pension  funds  today  are 
headed  by  people  just  out  of  school,  and 
they  talk  that  murky  language,  too. 

"There  s  a  lot  of  panic  around,"  Neff 
said  as  we  prepared  to  say  good-bye  to 
him.  "That's  when  bottoms  are  made. 
I'm  not  smart  enough  to  call  precise 
bottoms,  but  I  don't  need  to  with  all 
these  outstanding  values  around.  The 
intelligent  investor  right  now  should  put 
his  money  in  these  goodies  which  are 
there  for  the  taking. 

Neff  feels  the  individual  investor  has  a 
key  advantage  over  the  professionals. 
"Don't  get  scared  out  near  the  bottom," 
he  urges.  "You  don't  need  to  get  psy- 
chologically depressed  like  some 
professionals."  ■ 


At  $160  a  bottle, 

you  deserve 
an  explanation. 

It's  simply  because 
Louis  XIII  Cognac  is  a  very  rare 
cognac.  Very  little  of  it  can  be 
made  because  there  is  so  little 
reserve  grande  champagne 
cognac  with  which  to  make  it. 
And  only  the  finest  reserve 
grande  champagne  cognac  is 
what  Louis  XIII  Cognac  is 
made  with. 

To  make  Louis  XIII 
Cognac  look  as  beautiful  as  it 
tastes  we  put  it  in  special 
Baccarat  crystal  decanters 
for  you. 

And  you  know,  what 
is  rare  and  beautiful  is  also 
expensive. 

For  obvious  reasons, 
you  will  not  find  Louis  XIII 
Cognac  on  many  store  shelves. 
But  you  may  privately,  quietly 
reserve  your  own  bottle  from 
very  selected  fine  merchants. 


LOUIS  XIII 

GRANDE  CHAMPAGNE  COGNAC 
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Paved  Over?  More  tourists  could  help  to  provide  the  jobs  that  Hawaii  needs.  But  manv  Hawaiians  wonder  whether 
Waikiki  Beach  is  the  right  location  for  the  Ala  Moana  shopping  center,  which  boasts  of  being  the  world's  largest. 


Paradise  Closed? 


Visitors  to  Hawaii  still  get  a  friendly  aloha.  But  its  governor  would 
like  to  pull  in  the  welcome  mat  from  those  who  decide  to  stay. 


George  R.  Ariyoshi,  Hawaii's  51-year- 
old  Japanese-American  governor,  refers 
to  his  state  as  a  "fragile  paradise."  But 
there  is  a  serpent  in  this  Garden  of 
Eden.  Hawaii  is  caught  between  an  eco- 
nomic slowdown  on  one  hand  and  a 
steadily  growing  population  on  the  other 
that  together  threaten  the  economic 
well-being  residents  have  long  taken  for 
granted. 

Hawaii  is  just  beginning  to  have  to 
face  up  to  problems  familiar  to  older 
states.  Take  unemployment.  During  the 
period  after  statehood  in  1959,  Hawaii's 
economy  expanded  so  rapidly  that  work- 
ers were  being  brought  in  from  the 
mainland  to  fill  the  new  jobs  being  cre- 
ated. Between  1960  and  1970  real  gross 
state  product  rose  almost  7%  annually — 
led  by  the  tourist  industry,  which  en- 
joyed annual  increases  of  almost  18%  a 
year,   finally   passing  federal  defense 
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spending  in  the  early  1970s  as  Hawaii's 
biggest  moneymaker. 

Then  came  the  slowdown.  Since  1970 
real  gross  state  product  has  increased 
only  3.4%  annually.  Growth  in  tourism 
was  hit  by  the  recession,  and  only  last 
year  started  to  regain  some  of  its  former 
vigor.  The  state's  two  major  cash  crops — 
sugar  and  pineapple — have  both  fallen 
on  hard  times.  After  an  unprecedented 
rise  in  prices  in  1974,  sugar  this  year  is 
barely  breaking  even.  Pineapple  produc- 
tion is  off  30%  since  1970,  due  to  stiff 
competition  from  cheaper  fruit  in  the 
Far  East. 

As  a  result,  unemployment  in  1976 
was  higher  in  Hawaii  than  on  the  main- 
land: 9.8%  vs.  7.6%.  This  year  it  is  8%, 
and  worry  over  how  much  of  Hawaii's 
natural  beauty  and  culture  is  being  tram- 
pled under  the  feet  of  marching  tourists 
has  shifted  to  concern  over  how  to  im- 


prove the  economy  and  put  residents 
back  to  work.  Legislative  proposals  pro- 
viding tax  incentives  to  stimulate  the 
construction  industry  have  been  getting 
a  serious  hearing;  conversely,  a  proposal 
to  impose  a  4%  room  tax  on  hotels  has 
been  met  with  a  great  lack  of 
enthusiasm. 

But  unemployment  is  only  one  of  the 
problems  Hawaii  faces.  As  its  population 
mushroomed  (an  increase  of  25%  in  the 
last  decade),  welfare  costs  more  than 
tripled  since  1970  (to  $168  million  in 
1976).  Per-capita  taxes  are  26%  higher 
than  the  U.S.  average,  and  the  cost  of 
living  in  Honolulu,  where  80%  of  Ha- 
waii's people  live,  is  higher  than  in  any 
U.S.  city  except  Anchorage,  Alaska — 
where  average  incomes  are  much  high- 
er. While  $300,000  condominiums  are 
still  selling  like  hotcakes  to  wealthy  for- 
eigners and  mainlanders,  the  $83,000 
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price  tag  for  the  average  single-family 
home  has  priced  most  residents  out  of 
the  housing  market. 

In  addition,  large-scale  immigration 
from  the  Far  East,  attracted  by  Hawaii's 
mixed  racial  population,  has  brought, 
along  with  wealthy  Japanese,  poorer  im- 
migrants from  Vietnam  or  American  Sa- 
moa, who  come  not  with  money  but  with 
disease,  illiteracy  and  few  job  skills.  In 
fact,  aliens  make  up  8%  of  Hawaii's  pop- 
ulation— the  highest  proportion  of  any 
state  and  four  times  the  national  average. 

Governor  Ariyoshi  has  called  for  fed- 
eral action  to  channel  more  immigrants 
from  foreign  countries  to  other  states. 
He  also  wants  to  control  migration  from 
the  mainland  through  a  constitutional 
amendment  which  would  permit  states 
to  set  residency  requirements  for  wel- 
fare, public  employment  and  housing. 
Complains  Ariyoshi,  himself  the  son  of 
an  immigrant  Japanese  sailor:  "Some 
states,  like  Hawaii,  get  impacted  four  to 
five  times  the  average  of  any  other  state 
by  immigration." 

Ariyoshi  generally  has  the  backing  of 
Hawaii's  environmentalists,  who  see 
population  control  preserving  untouched 
beaches  from  the  developers  bulldozers. 
"We're  small  islands  with  a  limited  car- 
rying capacity,"  says  State  Senator  Jean 
King,  an  active  environmentalist.  "We 
must  come  up  with  something  while  we 


still  have  the  kind  of  Hawaii  we  want." 

Even  Ariyoshi  and  his  backers  would 
like  to  control  the  growth  of  tourism. 
Waikiki  has  already  reached  capacity,  so 
new  resorts  would  have  to  be  built  on 
the  so-called  "neighbor  islands" — Ha- 
waii, Maui,  Kauai  and  Molokai.  But 
while  these  islands  favor  some  additional 
resort  development,  they  are  wary  of 
replicating  the  honky-tonk  atmosphere 
of  Waikiki.  Instead,  they  favor  low-rise, 


". . .  Hawaii  is  caught  between 
an  economic  slowdown  and 
a  growing  population  . . ." 


low-density,  carefully  planned  resorts 
that  might  take  ten  to  20  years  to  devel- 
op fully.  "We  are  willing  to  bite  off  only 
as  much  as  we  can  chew,"  says  Kauai's 
Mayor  Eduardo  E.  Malapit.  "In  the  long 
run,  the  profit  of  Kauai  is  in  its  beauty, 
and  that  must  not  be  raped." 

But  Hawaii's  businessmen  fear  that 
curbs  on  tourism  are  dangerous,  because 
they  do  not  think  Hawaii  will  be  able  to 
develop  any  major  new  industry.  "No- 
body likes  to  be  dependent  on  the  visitor 
industry,  sugar  and  the  federal  govern- 
ment," says  Wilson  P.  Cannon,  chair- 
man of  Hawaii's  biggest  bank,  the  Bank 


of  Hawaii,  "but  our  growth  will  have  to 
come  from  lots  of  little  things."  Says 
Gilbert  Cox,  president  of  Amfac,  one  of 
Hawaii's  oldline  companies:  "Our 
chances  of  getting  new  business  are  slim. 
We  had  a  tremendous  boom,  but  we'll 
never  have  that  again." 

Unfortunately,  Hawaii  has  almost  no 
economically  exploitable  minerals  and  is 
almost  100%  dependent  on  foreign  oil  for 
its  energy.  Its  forests  were  cut  over  long 
ago  by  advancing  sugar  and  pineapple 
plantations,  and  while  the  land  is  capable 
of  growing  almost  any  crop,  transporta- 
tion costs  prohibit  the  profitable  export 
of  any  but  the  most  exotic,  such  as  maca- 
damia  nuts,  guavas  and  papayas,  for 
which  there  are  only  limited  markets. 
Federal  defense  spending  and  federal 
civilian  employment  are  the  state's  sec- 
ond- and  third-largest  income  providers, 
but  they  are  hardly  growth  industries— 
and  both  are  subject  to  the  budgetary 
whims  of  Congress. 

Some  businessmen  argue  that  it  is  the 
state  government's  heavy  hand  that 
slowed  growth  in  the  first  place  and  gave 
Hawaii  the  reputation  of  having  a  no- 
growth,  antibusiness  climate.  "The  gov- 
ernment," says  H.C.  Cornuelle,  presi- 
dent of  Dillingham  Corp.,  one  of  Ha- 
waii's leading  construction  firms,  "needs 
to  stop  making  it  hard  to  do  anything." 
Even  in  paradise,  people  have  to  eat.  ■ 


"That's  a  Butler  building?" 


Yes.  that  is  a  Butler  building. 

In 'fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  ■flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building.  . 

Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler. 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  (  6. 
Dept.  B  397  ,  BM A  lower. 
Kansas  City.  Mo.  64141..  <<? 


^SuTLER^ 
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fAtTimex, 
interactive 
computing  keeps 
worldwide  sales 
and  production 
in  balance  while 
saving  us 
£50,000  annually" 


In  otheii 


"We  have  23  production  centers  on 
three  continents.  Using  an  IBM  interactive 
computing  system,  our  production  people 
developed  a  scheduling  plan  that  keeps 
their  output  in  constant  relationship  with 
our  global  sales,"  says  Robert  F.  Weltzien, 
president  of  Timex  Corporation.  Timex, 
headquartered  in  Waterbury,  Conn.,  is  the 
leading  watch  manufacturing  company  in 
the  world. 

"Each  year,  we  handle  billions  of  parts," 
continues  Mr.  Weltzien.  "By  curbing  un- 
needed  production,  the  system  enables  us 
to  reduce  inventories  of  those  parts  to  real- 
istic minimums.  We've  been  able  to  bring 
about  important  economies  while  improv- 
ing our  operating  efficiency. 

"An  interactive  application  also  assists 
us  in  preparing  budgets  and  consolidating 
them  on  a  worldwide  basis.  And  it  monitors 
ongoing  financial  results,  matching  actual 
receipts  and  expenditures  with  budgets." 

With  interactive  computing,  individuals 
communicate  through  terminals  directly 
with  the  computer.  Using  easy-to-learn 
languages  and  simple  commands,  they  can 
tap  the  power  of  the  computing  system  to 
get  information,  analyze  data,  or  solve  com- 
plex problems. 

Six-figure  savings 
through  in-house  computing 

At  Timex,  the  growth  of  interactive 
computing  has  resulted  in  savings  of 
$550,000  annually.  This  is  the  result  of  new 
cost  efficiencies  compared  with  the  pre- 
vious computing  method,  plus  increased 
productivity.  Over  a  hundred  Timex  people 


interact  directly  with  an  IBM  System/370 
Model  158  through  more  than  twenty  IBM 

display  terminals. 
"Such  func- 


TIME  NEEDED  TO  PRODUCE 
WORLDWIDE  SCHEDULING  PLAN 


14 

days 


78% 
reduction 


3  days 


Before  interactive    With  interactive 
computing  computing 


tions  as  plant  load- 
ing, materials  re- 
quirements and  fi- 
nancial forecasting 
can  be  kept  at  op- 
timum efficiency 
because  the  people 
responsible  can  work  out  business  needs 
and  solutions  directly  with  the  computer," 
says  Mr.  Weltzien.  "The  system  is  ready 
when  they  are." 

Indispensable  insights 

"What  is  invaluable  to  us  as  a  company 
is  the  relevance  and  accuracy  of  the  guid- 
ance the  system  gives  us,"  adds  Mr. 
Weltzien.  "At  any  given  moment,  we  can 
determine  the  most  attractive  options  with 
respect  to  our  overall  operations. The  close 
coordination  of  the  various  parts  of  our 
business  make  such  insights  indispensable. 

"The  interactive  system  has  been  in- 
strumental in  helping  Timex  manage  its 
growth  of  recent  years." 

Interactive  computing  is  one  of  a  num- 
ber of  ways  IBM  extends  the  power  of  the 
computer  to  people  who  need  it.  For  more 
information,  call  your  IBM  Data  Process- 
ing Division  representative.  Or  write  for 
"Interactive  Computing:  The  Business 
Benefits"  to  IBM  Corp.,  Dept.  83F-F, 
1133  Westchester  Ave., 
White  Plains,  New  York 
10604. 


IBM 

Data  Processing  Division 


words,  results. 


Fiberglas  has  helped  lighten 
Indy  racers  by  8  precious  pounds.  How  much  fat 
would  it  trim  from  your  product? 


The  first  cars  to  blast  around  Indy, 
in  1911,  had  bodies  of  steel.  Later, 
■acers  lightened  up  with  aluminum. 

In  the  50's,  Fiberglas*  took  over, 
t's  stronger,  pound  for  pound,  than 
iteel.  Yet  15  percent  lighter  than 
iluminum.  It's  also  less  expensive  to 
culpt  into  the  exotic  swoops  and 
coops  of  today's  200- mph  machines. 

".M.  Reg.  O.  OF.  for  reinforcements  for  plastics. 


Fiberglas  reinforcement,  added  to 
plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  truck  front  ends 
and  jet  aircraft  interiors  benefit  from 
the  same  lightness  that  improved 
Indy  racers.  Other  products  like 
chemical  storage  tanks  and  power 


tool  housings  are  better  becausil 
they're  stronger,  more  resistant  tcl 
corrosion,  more  moldable,  mor<| 
durable,  or  less  expensive. 

Would  a  Fiberglas  materials  syj 
tern  make  your  product  better?  We'l 
help  you  find  out.  Write:  I.  Y.  Meekl 
Owens-Corning  Fiberglas  Corpl 
Fiberglas  Tower,  Toledo,  Ohio  4365^1 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

Fiberglas 


Counter 

Counterculture  Shock 

What's  this — a  rock  promoter  learning 
to  diversify,  delegate  and  deaccelerate? 
Consider  the  evolution  of  impresario  Bill  Graham. 


By  ELLEN  MELTON 

Rock  impresario  Bill  Graham  was  well 
into  his  untrustworthy  30s  in  the  1960s, 
but  he  was  nonetheless  a  cult  figure  to 
the  hordes  of  young  people  w  ho  packed 
his  concerts.  Grahams  promotional 
f  lair,  first  at  the  Fillmore  in  San  Francis- 
co and  later  at  Fillmore  East  in  New 
York,  turned  his  rock  shows  into  special 
events  even  when  only  a  low-wattage 
superstar  was  performing. 

Graham,  now  46,  was  himself  part  of 
the  promotion.  A  rangy,  rawboned  man 
with  a  hair-trigger  temper,  Graham  had 
the  vocabulary  of  a  tough  New  York 
street  kid  (which  he  once  was)  and  the 
style  of  a  New  York  cab  driver  (likewise). 
But  in  an  often  sleazy  industry,  Graham 
delivered  class  acts  to  his  audience  and 
an  honest  box-office  count  to  his  per- 
formers. The  formula  may  sound  simple, 
but  it  made  Graham  a  millionaire  several 
times  over. 

But  executive  burnout  is  an  occupa- 
tional hazard  in  show  biz,  especially  in 
the  trendy  youth  segment,  and  it  hap- 
pened to  Bill  Graham.  It  first  struck  in 
1971,  when  he  closed  the  Fillmores  and 
announced  his  retirement  from  the  rock 
scene,  blaming  rock  stars  "greed  and 
arrogance.  But,  Graham,  a  certifiable 
workaholic,  was  soon  back  at  it,  produc- 
ing concerts  in  the  Bay  Area  and  han- 
dling tours  for  the  likes  of  Bob  Dylan, 
George  Harrison  and  Elton  John.  His 
miniconglomerate  of  companies  (set  de- 
sign, sound  equipment  rental,  celebrity 
T-shirt  and  poster  merchandising,  retail 
stores  and  artist  management,  as  well  as 
concert  promotion)  grossed  about  $15 
million  in  fiscal  1977;  and  close  to  $2 
million  of  that  was  pretax  profit  for  sole- 
owner  Graham. 

Nonetheless,  at  a  press  party  last 
month  at  his  $1  million  home  in  Marin 
County,  overlooking  San  Francisco  Bay, 
Graham  announced  yet  another  attempt 
to  deaccelerate.  "The  last  12  years  have 
taken  a  toll,"  he  said.  "I  want  to  back 
off.  So  Graham  is  diversifying  into  some 
nonmusic  areas  and  turning  over  their 
management  to  a  young  executive  team 
that  he  has  assembled  from  Stanford, 
Princeton,     Berkeley     and  Wharton. 


"Growth  in  these  areas  depends  on  the 
other  people  in  the  company,  not  me," 
says  Graham. 

In  January  Graham's  team  will  launch 
"Focus  on  Fitness,'  a  physical  fitness 
workshop  program  that  will  use  group 
motivational  techniques  and  the  Graham 
entertainment  know-how  to  counter  the 
high  dropout  rate  that  plagues  individual 
fitness  efforts.  By  next  fall  the  program 
will  be  nationwide,  aiming  at  the  over- 
weight or  flabby  between  29  and  49.  He 
thinks  there  may  be  5  million  of  them. 

If  the  Bay  Area  prototype  is  success- 
ful, Graham  will  shoot  for  a  national 
string  of  $250,000  recreation  centers, 
perhaps  offering  water  sports,  racquet 
ball,  sports  car  racing,  miniature  golf  and 
skateboarding.  Those  will  pay  the  freight 
for  Graham  s  chief  interest  in  the  cen- 
ters— their  social  activities — which  will 
come  later.  He  explains:  "If  a  graduate  of 
the  60s  scene  wants  to  socialize  with 
more  than  another  couple,  and  he 
doesn't  want  to  go  to  a  bar,  where  does 
he  go?  There  is  no  decent  social  environ- 
ment to  meet  other  people. 

Says  Harold  Furst,  a  retired  Bank  of 
America  vice  president  who  is  now  a 
Graham  director:  "The  diversification 
capitalizes  on  what  this  organization  does 
best,  bringing  people  together  for  enter- 
tainment purposes.  It  also  turns  the 
companies  cash  flow  into  tangible 
assets." 

It  won't  surprise  Graham's  detractors 
in  what's  left  of  the  counterculture  that 
his  organization  now  goes  in  for  monthly 
financial  reports,  executive  incentive 
plans  and  consideration  of  equity  financ- 
ing. Graham  got  used  to  being  de- 
nounced as  a  capitalist  pig.  "We're  at  this 
level  now  because  there  were  certain 
realities  I  accepted,  like  paying  the  light 
bill  and  wearing  a  suit  and  tie  downtown 
to  get  [concert]  permits.  The  man  says, 
You  going  to  be  a  good  boy?"  I  say, 
'Yassuh,  boss.  He  gives  me  my  permit." 

In  fact,  Graham,  who  has  a  business 
administration  degree  from  City  College 
of  New  York  and  in  the  straight  world 
was  once  a  $26,000-a-year  regional  office 
manager  for  Allis-Chalmers  Corp., 
doesn't  rule  out  doing  business  with  that 
ultimate  capitalist  symbol.  Wall  Street. 


Taking  Care  Of  (Less)  Business:  Wealthy 
promoter  Bill  Graham  will  now  invest  in 
"learning  to  do  nothing  comfortably." 


He  has  seriously  considered  acquisition 
offers  from  some  Big  Board  entertain- 
ment companies;  his  executives  talk 
about  eventually  going  public. 

One  reason  Graham  is  willing  to  ease 
himself  out  of  the  current  music  scene  is 
that  some  of  the  excitement  has  gone  out 
of  it  for  him — and,  he  thinks,  for  audi- 
ences as  well.  "These  times  must  be 
difficult  to  write  songs  about.  There's 
nothing  like  WAR!  RACISM!  WE 
SHALL  OVERCOME!  Write  a  song 
about  sky-high  real  estate  values?" 

Graham  attributes  his  determination 
to  slow  down  to  a  two-week  monsoon 
ordeal  by  last  year  in  the  Philippines, 
where  he  was  filming  a  bit  part  in  his 
friend  Francis  Ford  Coppola  s  Apoca- 
lypse Now.  Graham  was  stranded  in  a 
hut,  completely  cut  off.  "I  was  just  faced 
with  me.  No  women,  no  dope,  no  maga- 
zines, no  TV,  no  radio,  no  film,  no 
phones— NO  PHONES!" 

Said  Graham,  who  left  Europe  one 
step  ahead  of  the  Nazis  in  1939:  "I  real- 
ized I've  shortchanged  myself.  I've  nar- 
rowed my  world,  my  scope  of  awareness. 
I'm  very  lucky.  It's  beyond  my  wildest 
dreams  that  I  would  ever  have  this  much 
money.  But  I  don't  have  the  deeper  joy. 
I  want  to  learn  how  to  enjoy  things  other 
than  work. 

"I've  got  to  get  off  the  express,  but  you 
can't  just  jump  on  the  local  when  you've 
been  moving  so  fast."  ■ 
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There's  a  special  kind  of  financial  packaging  that 
makes  dollars  more  productive. 

Here's  how  the  people  of  First  Chicago  -  a$20  billio 
banking  corporation  -  custom-package  loans  and  services 
to  increase  corporate  productivity,  and  profitability,  too. 


There  are  perhaps  a  dozen 
ways  to  structure  any  financial 
package.  At  First  Chicago  we  look 
For  the  way  that  will  make  the  pack- 
age most  productive.  And  we  go  all 
out  to  find  it. 

We  work  closely  with  our  cus- 
tomers to  better  understand  their 
needs.  We  work  closely  among 
ourselves,  bringing  the  total  exper- 
tise of  the  bank  to  bear  upon  the 
situation.  Here  are  some  results: 

Financial  packaging 
beyond  the  call  of  banking. 

Surprises  are  found  in  The  Pro- 
ductivity Package,  precursors  of 
productivity  you  just  don't  expect 
from  a  bank. 

For  example,  a  major  retailer 
invited  First  Chicago  and  more 


than  a  dozen  other  banks  to  a  brief- 
ing on  the  company's  financial  con- 
dition and  needs  for  expanded 
credit.  Expanded  credit,  in  itself, 
was  no  problem.  The  company  was 
fully  credit-worthy.  But  First  Chicago 
account  officers  felt  our  participa- 
tion could  be  much  more  produc- 
tive if  we  knew  the  company  better 

Consequently,  with  the  com- 
pany's approval,  we  instituted  a  re- 
search study  that  took  2'/>  weeks 
and  included  interviews  with  re- 
gional managers  and  visits  to  15°o 
of  the  company's  many  retail 
stores.  We  compared  the  com- 
pany's performance,  item  for  item, 
with  comparable  retailers  across 
the  country.  And  in  our  reports  to 
the  company,  we  pointed  out  spe- 
cific opportunities  in  such  non- 


financial  areas  as  cluster  marke 
ing,  merchandise  presentation,, 
in-store  signing  and  image  buili 


Checking  a  customer's  store  operations  is  ah 
a  day's  work  for  Jon  Goetzke,  Vice  President 
and  Marsha  Williams.  Account  Officer,  in  F • 
Chicago's  Retail  Division. 

ing  that  we  knew  had  increasec 
productivity  for  other  firms. 

As  a  result,  the  company  a 
quired  from  First  Chicago  the  S 


million  line  of  credit  they  request- 
ed and  more.  They  received,  and 
are  acting  upon,  recommendations 
that  will  improve  store  operations, 
i  And  they  have  expressed  the  con- 
tviction  that  First  Chicago  knows 
i  and  understands  their  company 
i  better  than  any  other  bank  they  do 
business  with. 

An  s8  million  package 
orfouncf  money. 

Cash  languishing  in  sluggish 
cash  flow  pipelines  can  be  made 
more  productive.  Included  in  The 
^Productivity  Package  are  the  ex- 
ceptional skills  required  to  "find" 
•this  cash  and  make  it  work  harder. 

For  a  large  corporation  market- 
ling  a  wide  variety  of  consumer 
goods,  First  Chicago  identified 
ifeuch  a  "find."  Because  of  our  anal- 
iysis  and  flexibility,  the  First  was 
chosen  over  a  dozen  other  banks  to 


organize  collections  and  disburse- 
ments for  the  company's  50  corpor- 
ate divisions  nationwide,  and  to 
channel  excess  funds  from  these 
divisions  to  the  corporation  for 
investment.  We  formed  a  special 
project  team  consisting  of  repre- 
sentatives from  First  Chicago's 
Agribusiness,  Cash  Management 
and  Systems  Management  divi- 
sions to  do  the  job,  and  more 


Caroline  Brummel,  Account  Officer,  Agribusi- 
ness Division,  and  Dan  Ferguson,  Assistant 
Vice  President,  Cash  Management  Division, 
work  with  a  client  to  extract  dollars  from  cash 
flow  pipelines. 


importantly  to  install  a  comprehen- 
sive information  system  to  monitor 
the  whole. 

It  was  also  important  through- 
out the  project,  that  First  Chicago 
Cash  Management  and  Lending 
Division  Officers  explain  the 
advantages  of  this  system  to  all  50 
divisions  in  order  to  enlist  their 
wholehearted  support. 

This  exciting  project  is  well 
underway.  All  divisions  have  been 
brought  into  the  first  phase  of  the 
system,  and  the  usefulness  of  other 
First  Chicago  services  is  being 
explored.  And  already  the  corpora- 
tion has  freed  up  $8  million  for 
investment. 

Productivity  packaging 
goes  international.  " 

Productivity  packages  come  in 
all  sizes,  and  they  work  both  here 
and  abroad. 

For  a  West  Coast  manufacturer 
of  wood  products,  First  Chicago 


initiated  a  relationship  with  a  $3.3 
million  credit  that  funded  into  a 
15-year  private  placement.  From 
this  base,  additional  bank  financing 
sprung,  and  other  divisions  of  First 
Chicago  teamed  up  to  help  the 
productivity  of  this  growing  com- 
pany. The  International  Banking 
Department  provided  import 
letters  of  credit  that  expedited 
advantageous  purchases  of  raw 
materials  in  the  Far  East.  The  Cash 
Management  Division  designed  a 
collection  and  concentration 
system.  And  First  Chicago  has 
advised  the  company  on  market 
penetration  in  Europe  and  discuss- 
ed joint  venture  possibilities  for 
them  in  Central  America. 

We  have  the  dollars,  competi- 
tively priced.  We  have  the  industry 
experts.  We  have  over  100  bank 
services.  We  have  78  installations 
worldwide.  And  we're  determined 
to  do  our  utmost  to  help  increase 
productivity  in  America.  If  you're 
out  to  increase  the  productivity 
of  your  company,  we'd  like  to  work 
with  you.  Call  or  write  Robert  C. 
Wheeler,  Office  of  the  President, 
(312)  732-6405,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  * 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles;  Mexico  City; 
New  York;  San  Francisco;  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens; 
Bristol;  Brussels;  Cardiff;  Channel  Islands; 
Dublin;  Dusseldorf;  Edinburgh;  Frankfurt; 
Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome; 
Rotterdam;  Stockholm,  Warsaw.  MIDDLE 
EAST:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi 
LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City;  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Ocho  Rios; 
Kingston;  Port-au-Prince.  ASIA:  Bangkok; 
Hong  Kong;  Jakarta;  Seoul;  Singapore; 
Tokyo.  PACIFIC:  Manila;  Melbourne; 
Sydney.  ©The  First  National  Bank  of 
Chicago.  Member  FDIC. 


FirstChicago  © 

The  Productivity  Bankers 


A  Miracle  Of  Sorts 


What  does  it  take  to  be  a  high  P/E  stock  in  this  kind  of  stock  market? 
Whatever  it  takes,  Baxter  Travenol  has  got  it. 


"OUR  products  are  not  these  dramatic 
breakthroughs  that  pull  somebody  back 
from  the  grave  after  three  days,"  says 
William  B.  Graham,  chairman  and  chief 
executive  officer  of  Baxter  Travenol  Lab- 
oratories. "We  don't  claim  to  perform 
any  miracles." 

Except  fiscal  near-miracles:  22  straight 
years  of  earnings  growth,  hovering 
around  the  21%  compounded  annual 
rate;  a  growth  in  stockholders'  equity 
from  $1.92  a  share  to  $13.41  in  just  ten 
years.  In  the  first  nine  months  of  this 
year,  it  was  more  of  the  same:  earnings 
up  23%,  to  $1.65  a  share. 

Baxter,  from  being  a  smallish  com- 
pany, is  probably  not  more  than  a  year  or 
two  away  from  the  $1  billion  mark  in 
sales.  Bevenues  this  year  will  easily  ex- 
ceed $800  million. 

Meanwhile,  the  market  for  Baxter's 
intravenous  solutions,  blood  containers 
and  related  disposables — 53%  of  the 
company's  sales — is  growing  at  a  heady 
15%  a  year,  and  is  getting  more  and 
more  competitive.  The  last  major  battle 
in  this  market  took  place  in  1972.  Baxter 
had  introduced  a  new  line  of  plastic  in- 
travenous devices  around  the  same  time 
as  the  FDA  ordered  a  recall  of  Abbott 
Laboratories'  competing  glass  equip- 
ment. Score  one  for  Baxter.  However,  a 
vicious  round  of  price-cutting  followed 
Abbott's  reentry  to  the  market,  during 
which  margins  were  cut  very  close. 
Since  then,  price  increases,  100%  in 
some  cases,  have  restored  profitability. 

When  the  dust  settled,  Baxter  had 
roughly  40%  of  the  $800-million-a-year 
intravenous  market,  with  Abbott  Labs,  a 
neighbor  in  Chicago's  suburbs,  holding 
second  place  with  about  30%.  Third 
place,  McGaw  Laboratories,  with  nearly 
20%  of  the  market,  is  providing  the  latest 
challenge  to  Baxter.  In  other  words,  Bax- 
ter more  than  held  its  own  in  the  com- 
petitive battle. 

McGaw,  an  Irvine,  Calif,  division  of 
the  $1.3  billion  (sales)  American  Hospital 
Supply  Corp.,  has  developed  a  plastic 
container  which  it  claims  is  inert.  Pre- 
viously, plastics  have  had  a  tendency  to 
leech,  to  dissolve  into  solutions  in  the 
containers.  Leeching  has  not  been  a  seri- 
ous problem  with  most  solutions,  but  the 
FDA  has  yet  to  decide  if  it  will  be  with 


the  new  nutritional  solutions,  the  fastest 
growing  (over  30%  a  year)  part  of  the  IV 
market. 

Even  though  the  new  rival  product 
has  not  yet  gained  FDA  approval,  Baxter 
is  already  acting  like  a  company  aggres- 
sively preempting  a  challenge.  Hospital 
purchasing  agents  report  increased  price 
competition  as  well  as  decreased  alle- 
giance by  medical  staffs  to  a  particular 
company's  products.  Last  spring  it  ap- 
peared that  Baxter  was  offering  larger 
discounts  on  many  lines,  and  that  they 
were  going  especially  hard  after  McGaw 
accounts.  Undoubtedly,  there  will  be 
plenty  of  competition  in  the  newly  de- 
veloped nutritional  IV  market,  but  Bax- 
ter Labs  is  tough  enough  to  more  than 
hold  its  own. 

In  research,  too,  Baxter  is  running 
hard  and  fast.  Last  year,  the  company 
led  the  hospital  supply  competition  in 
research  and  development,  laying  out 
nearly  $34  million,  5%  of  sales.  Ameri- 
can Hospital  Supply,  McGaws  parent 
and  almost  twice  Baxter's  size,  spent  a 
mere  $17  million  on  research,  and  much 
of  Abbott's  nearly  $60  million  was  spent 
on  product  lines  other  than  IVs. 

Meanwhile,  Baxter  continues  to  do 
well  internationally  (32%  of  sales  and 
earnings  last  year),  especially  in  Western 
Europe,  where  it  grew  about  20%  last 
year.  Growth  in  Europe  should  help  bol- 
ster return  on  equity,  which  bottomed 
out  at  slightly  over  12%  in  1972,  and  last 
year  rose  to  nearly  15%.  "We've  had 
capacity  over  there,  and  we've  had  the 
people  in  place,  but  now  the  sales  are 
high  enough  to  make  the  operations 
profitable, "  says  Graham. 

Outside  of  Europe  Baxter  has  plenty 
of  room  to  grow.  "In  less  developed 
countries,"  Graham  continues,  "as  medi- 
cal care  becomes  more  sophisticated, 
there  is  more  of  a  place  for  our  products. 
In  Indonesia,  for  example,  we  sell  very 
little  right  now  because  they're  more 
concerned  with  antibiotics  to  save  lives 
immediately.  But  as  they  gain  more  so- 
phistication, they'll  begin  to  use  more  of 
our  type  of  product."  You  can  bet  that 
Graham's  people  will  be  there  to  make 
sure  it's  a  Baxter  product. 

Can  Baxter  continue  the  kind  of 
growth  it  has  shown  in  recent  years? 


Probably  not.  A  growth  rate  of  21%  is 
unsustainable  after  a  while.  But  nobody 
expects  the  hospital  market  to  stop  grow- 
ing in  the  near  future — and  nobody 
questions  Baxter's  ability  to  more  than 
hold  its  own  in  the  rough-and-tumble 
competition.  That's  why,  in  a  depressed 
stock  market,  Baxter  Travenol  remains 
one  of  the  last  high  price/earnings  stocks, 
selling  at  almost  19  times  last  year's  earn- 
ings and  16  times  probable  1977 
earnings.  ■ 


Graham:  He  works  no  miracles,  but  one 
more  year  like  the  last  23  will  put 
Baxter  over  $1  billion  in  sales. 
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Profitable  Exclusivity 

Here's  one  of  the  most  profitable  companies  in  the 
insurance  business,  but  you  can't  buy  stock  in  it 
and  you  probably  can't  even  buy  insurance  from  it. 


By  ELIZABETH  BAILEY 

Planted  in  the  sloping  hills  of  San  Anto- 
nio, ten  miles  from  the  Alamo,  stretches 
the  world's  second-longest  building.  At 
one-third  of  a  mile  long,  the  headquar- 
ters for  United  Services  Automobile  As- 
sociation, and  workplace  for  its  over 
4,000  employees,  is  second  in  length 
only  to  the  Pentagon.  That  General  Rob- 
ert McDermott,  president  of  USAA,  had 
the  Pentagon  in  mind  when  he  made 
plans  for  the  building  in  1970  is  not  so 
strange.  McDermott  is  a  retired  briga- 
dier general  with  25  years  in  the  service, 
and  the  company  he  runs  takes  in  over 
$522  million  worth  of  premiums  a  year 
from  military  officers  and  their 
dependents. 

The  company  has  nearly  1  million  sub- 
scribers with  over  3  million  policies  in 
force.  It  is  the  tenth-largest  automobile 
insurer  and  the  15th-largest  homeowner 
insurer.  Its  assets  total  $817  million.  The 
company  is  owned  by  its  members  and  is 
probably  one  of  the  most  profitable  com- 
panies in  the  business. 

All  this  has  come  from  humble  begin- 
nings. USAA  was  first  started  because 
military  officers,  always  on  the  move, 
were  considered  poor  risks.  In  1922  Ma- 
jor William  Henry  Garrison  gathered  25 
fellow  Army  officers  together  in  San  An- 
tonio s  Gunter  Hotel  to  set  up  a  recipro- 
cal insurance  exchange — which  meant 
they  pooled  their  money  to  insure  each 
other — because  they  couldn't  get  any  of 
the  established  firms  to  give  them  rea- 
sonable rates.  They  named  their  cooper- 
ative the  United  States  Army  Auto- 
mobile Association,  which  was  changed 
two  years  later  to  extend  membership  to 
Navy  and  Marine  Corps  officers. 

Ironically  enough,  USAA  has  been 
able  to  offer  some  of  the  lowest  rates  in 
the  industry — averaging  15%  to  17% 
lower  in  most  parts  of  the  country — 
primarily  because  officers  proved  to  be 
such  good  risks. 

"We  know  that  our  members  have  a 
lower  frequency  of  accidents,"  says 
McDermott.  "We  know  they  re  better 
educated,  and  they're  probably  better 
disciplined.  The  selection  process  for 
commissioning  does  a  lot  of  the  under- 


writing for  us.  They  don't  commission 
people  who  have  police  records  or  who 
are  moral  risks  in  any  sense  of  the  word.  '' 
The  general  is  relaxing  in  his  plush  office 
filled  with  mementos  from  his  war  days 
as  a  fighter  pilot  as  well  as  books  on 
management  from  the  time  spent  after 
the  war  at  Harvard  Business  School. 

The  question  for  USAA  has  always 
been  how  to  grow.  With  membership 
restricted  to  officers  on  active  duty,  ex- 
pansion has  always  followed  mobiliza- 
tion: "We're  subject  to  the  war  and 
peace  cycle,"  says  the  silver-haired  Gen- 
eral McDermott,  called  "McD"  by 
friends.  "With  the  war  in  southeast  Asia, 
our  membership  grew  26%  from  1971  to 
1976.  For  the  next  five  years  our  projec- 
tion is  about  12%  unless  they  have  a  war 
in  the  Middle  East.  In  which  case  we'll 
grow  much  more." 

After  the  Korean  war,  with  the  com- 
pany's capital  swollen  by  the  infusion  of 
new  members,  USAA  added  on  personal 
liability  insurance  to  its  automobile  cov- 
erage. Three  years  later  it  extended  cov- 
erage to  homeowners  and  added  fire  in- 
surance, with  boat  and  mobile  home 
coverage  coming  later.  Then,  in  1963, 
USAA  expanded  outside  the  property 
and  casualty  field  and  began  to  offer  life 
insurance. 

McDermott,  who  took  over  the  com- 
pany in  1969  after  12  years  as  dean  of  the 
Air  Force  Academy,  has  opened  the 
ranks  of  USAA  to  the  dependents  of 
insured  officers  through  a  new 
subsidiary. 

The  subsidiary,  however,  has  not  been 
a  success.  The  children  of  officers  don't 
seem  to  inherit  their  parents'  record  of 
lower-than-average  frequency  of  acci- 
dents. To  make  up  for  the  higher  risks, 
the  subsidiary  has  had  to  charge  rates 
closer  to  those  of  other  carriers,  and  turn 
down  over  one-fourth  of  the  applicants  as 
being  too  high  a  risk. 

How  about  enlisted  men?  USAA  has 
studied  the  market  and  decided  to  stay 
out.  Explains  McDermott:  "Enlisted 
men  outnumber  officers  over  six-to-one. 
We  wouldn't  have  the  capital  to  take 
them  on.  Also,  it's  a  young  market — 18 
to  22 — very  bad  risks.  You'd  swamp  the 
company  with  poor  risks  and  send  it 


down  the  tube." 

In  talking  this  way,  McDermott  is 
acutely  aware  of  what  happened  to  Geico 
(Government  Employees  Insurance 
Co.),  the  only  other  mail-order  insur- 
ance company  larger  than  USAA.  The 
founders  of  Geico,  Leo  Goodwin  and  his 
wife,  Lillian,  were  in  fact  alumni  of 
USAA  who  went  out  on  their  own  in 
1935  after  ten  years  with  the  company. 
Geico's  plunge  into  near  insolvency  is  a 
specter  haunting  McDermott.  "We're 
not  going  to  become  another  Geico,"  he 
explains  hastily  when  questioned  about 
plans  for  expansion.  "We  don't  want  to 
dilute  our  base  like  they  did  with  high- 
risk  members.  But  USAA  still  has  plen- 
ty of  room  for  growth,  since  Reserve  and 
National  Guard  officers  are  also  eligible, 
though  they  don't  always  know  it. 

Like  Geico,  USAA  has  a  basically  low- 
cost  method  of  operation — which  also 
helps  it  keep  rates  lower.  Claims  and 
solicitation  are  handled  by  phone  or 
through  the  mail,  cutting  out  the  agents 
fee  which  runs  about  15%  of  the  premi- 
um for  most  property  and  casualty  com- 
panies. Advertising  is  minimal,  most  of  it 
by  word  of  mouth.  Though  USAA  can't 
formally  solicit  on  any  military  base,  its 
reputation  as  the  cheapest  and  best  in- 
surance around  inevitably  makes  its  way 
through  the  ranks.  Allerton  Cushman 
Jr.,  now  with  Morgan  Stanley  &  Co., 
tells  this  story  of  how  he  learned  about 
USAA:  "I  remember  in  August  1958 
when  I  reported  as  a  second  lieutenant  at 
Quantieo,  Va.  On  the  fourth  day  our 
platoon  commander  called  us  onto  the 
field  and  said,  'Now  that  you're  wearing 
all  those  shiny  gold  bars,  1  11  tell  you  a 
few  things  about  military  life.  One  is  that 
it  behooves  you  to  insure  with  USAA 
because  it  is  going  to  save  you  a  great 
deal  of  money.'  ' 

McDermott  wants  to  keep  his  gem  of  a 
company  the  way  it  is.  His  face  beams 
with  pride  when  he  speaks  of  the  build- 
ing he  created,  now  one  of  San  Antonio's 
tourist  attractions,  and  when  he  ticks  off 
the  improvements  he's  made  in  working 
conditions.  A  four-day  week  (the  largest 
company  in  the  U.S.  to  have  one),  tennis 
courts  and  a  jogging  track  have  helped 
keep  employees  fit  and  productive.  ■ 
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in  the  years  to  come 
Bill  and  Linda  may  fly 
in  a  real  Space  Shuttle 
....and  Armco  materials 
will  go  along. 


As  Bill  and  Linda  examine  this  scale 
model,  the  NASA/Rockwell  Space  Shut- 
tle Orbiter  Enterprise  is  completing  early 
flights.  In  a  matter  of  months,  a  second 
Orbiter  will  make  its  initial  voyage  to 
space  and  back.  Then  it  will  go  to  work, 
expected  to  log  100  or  more  round  trips 
in  its  career. 

These  first  Shuttle  crafts  will  be  followed 
by  others.  Well  before  the  century  ends, 
thousands  of  men  and  women  will  have 
shared  these  vehicles'  tasks  in  the  sky. 
Armco  materials  will  go  with  them  as 
parts  of  the  Shuttles  themselves,  and  in 
equipment  and  instruments  they  will 
transport. 

As  space  age  workhorses,  Shuttle 
Orbiters  will  launch  and  service  satellites 
for  communications,  weather  mapping, 
navigation,  pollution  monitoring,  locating 
earth  resources,  and  warning  of  disasters 
or  crop  disease.  They  will  haul  what's 
needed  — including  people  — to  construct 
space-based  laboratories,  power  stations 
or  solar  energy  collecting  systems. 

In  short,  the  Shuttle  will  make  space 
flight  pay  off.  We're  proud  that  in  a  small 
way,  with  hundreds  of  U.S.  companies, 
Armco  will  have  a  part  in  this  American 
undertaking. 


American  Enterprise.  When  the  Shuttle  Orbiter  Enter- 
prise made  its  first  free  flight  August  1 2,  space  age  steels 
from  Armco  served  in  vital  components.  Advanced  mate- 
rials like  these  are  the  result  of  reinvested  profits — earn- 
ings used  to  expand  the  research  facilities  that  spawn  them. 

For  more  information  about  special  Armco  steels  for 
the  Space  Age,  write  Armco  Steel  Corporation,  Dept.  97, 
General  Offices,  Middletown,  Ohio  45043. 
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NOW  TWO  CAN  COPY 
CHEAPER  THAN  ONE. 


One  Xerox  36001 


Two  Pitney  Bowes  PBCs. 


With  the  new 
Pitney  Bowes  High 
Volume  Price  Plan,  for  what 
your  present  copier  is  costing  you, 
you  could  have  two  Pitney  Bowes  PBC® 
Plain  Bond  Copiers  and  some  money  left  over. 

And  only  Pitney  Bowes  averages  your  copies,  and  bills  youTor  the  total 
on  one  invoice.  So  once  you  install  your  two  new  PBC  Copiers,  you're  not 
required  to  make  a  monthly  minimum  for  either  one.  In  short,  Pitney  Bowes 
doesn't  penalize  you  for  putting  one  in  a  busier  location  than  the  other. 

So  you'd  better  start  counting  your  copies.  Because  if  you're  making 
32,000  or  more,  you  could  save  a  bundle. 
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Pitney  Bowes  new  high  volume  price  plan  vs.  Xerox 

Copies 
per  month 

Pitney  Bowes  new 
high  volume  plan 

Xerox  2400 
XVP  annual 

Xerox  3600-1 
XVP  annual 

Xerox*  7000 
XVP  annual 

one  unit 

two  units 

32,000 

$632 

$720 

$810 

$829 

$929 

35,000 

$683 

$771 

$855 

$874 

$974 

40,000 

$768 

$856 

$930 

$949 

$1049 

(Based  on  Nov  1. 1977  prices.) 


For  full  information,  write  us:  Pitney  Bowes,  1 784 Crosby  Street,  Stamford, 
Connecticut  06904,  or  call  toll  free  any  time  800-243-5676.  (In  Connecticut 
1-800-882-5577.)  Over  400  sales  or  service  points  throughout  the  U.S.  and 
Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Counters  and  Imprinters, 
Collators  and  Finishing  Systems,  Addresser-  jj^l  ^  D 
printers,  Labeling  and  Marking  Systems.       =jf]=  Pltn©y  DOWGS 

Because  business  travels 
at  the  speed  of  paper. 


•Xerox  is  a  registered  trademark  of  Xerox  Corporation 


Morning  Glory:  In  this  room  in  Aalsmeer,  Holland,  up  to  14,000  lots  of  cut  flowers  are  auctioned  off  by  10  a.m.  each  day. 

Carnations  From  Kenya  ... 

. . .  may  wind  up  on  your  table  at  La  Tour  d'Argent  in  Paris, 
but  chances  are  they  passed  through  a  small  Dutch  village  first. 


Every  morning,  Monday  through  Sat- 
urday, starting  at  7  o'clock  sharp  in  the 
little  town  of  Aalsmeer,  Holland,  the 
auctioning  begins.  Roses  and  gladioli 
from  Israel,  daffodils  from  Britain  and 
carnations  from  Kenya  and  Colombia  lie 
quivering  and  fragile  beside  Dutch  tu- 
lips. They  will  be  flown  off  that  same 
afternoon  to  the  flower  stalls  and  florist 
shops  of  Stockholm,  Frankfurt,  New 
York  or  Paris. 

It  is  an  admirably  efficient  market- 
place, this  flower  capital  of  the  world.  In 
the  space  of  three  or  four  hours  brokers 
will  watch  as  many  as  14,000  lots,  vary- 
ing from  around  ten  to  2,000  blooms 
each,  go  on  the  block.  Before  the  auc- 
tion, skilled  appraisers  grade  the  flowers 
according  to  standard  measures  of  qual- 
ity, such  as  whether  or  not  full  bloom  has 
been  reached,  state  of  leaves  and  stems, 
etc.  A  flower  lot  is  then  auctioned  off  in 
no  more  than  ten  seconds  under  a 
"clock"  specifying  its  quality  level. 


Backwards  Clock:  Each  tick  on  the  flower 
clock  means  a  drop  in  the  price — until 
some  broker  pushes  his  bid  button. 


If  that  seems  impossibly  rapid  to  those 
more  accustomed  to  the  slower-paced 
drama  of  fine-art  auctions  at  Sotheby 
Parke  Bernet  or  Christie's,  it  is  because 
the  appraisers  have  taken  the  guesswork 
out  of  quality,  and  because  the  auction- 
eers of  Aalsmeer  have  devised  their  own 
backwards  system  in  order  to  keep  the 


pace  brisk.  It  is  literally  a  backwards 
system.  Instead  of  going  up  in  price  as 
the  auction  continues,  flowers  on  the 
Aalsmeer  exchange  go  down  in  value  the 
longer  they're  on  the  block.  The  auction- 
eer starts  the  bidding  at  a  price  he  thinks 
is  just  above  what  the  market  will  bear. 
That  is  "noon"  on  die  huge  clock  behind 
him.  When  the  clock  begins  "ticking," 
the  hand  begins  sweeping  rapidly  down 
in  price.  The  first  broker  to  push  the 
button  on  the  panel  in  front  of  him  stops 
the  clock  and  can  then  take  part  or  all  of 
the  lot.  Since  there  is  such  a  formidable 
volume  of  transactions,  an  auctioneer 
who  starts  the  bidding  at  too  low  a  price 
can  correct  his  mistake  on  the  next  lot  at 
minimum  cost  in  lost  profits  to  the  ship- 
per or  grower  (there  are  6,900  growers  in 
Holland  alone). 

Flower  bulbs  are  auctioned  off  the 
same  way  in  Holland  as  the  flowers  are. 
There  are  two  bulb  auctions,  one  in 
nearby  Lisse  and  another  farther  north 
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in  Bovenkarspel.  Together  they  do  about 
■  million  worth  of  business  eaeh  year 
wholesale  prices  (or  about  $500-mil- 
iicrti  retail).  At  that  volume  they  domi- 
nate the  world  flower  bulb  market  to  an 
drily  slightly  lesser  degree  than  the  $262- 
million  (annual)  cut  flower  auction  at 
Aalsmeer. 

About  330  years  ago,  of  course,  the 
Dutch  bulb  market  was  the  hottest  thing 
in  Europe  The  first  bulbs  were  brought 
to  Europe  in  1555  or  thereabouts  from 


the  Ottoman  Empire,  which  then  con- 
trolled the  northern  foothills  of  the  Hi- 
malayas where  the  bulbs  originated  in 
what  is  now  a  remote  section  of  Iran. 
Soon,  having  a  gaggle  of  hard-to-obtain 
Turkish  tulips  in  your  formal  garden 
was  regarded  as  quite  elegant  and  so- 
phisticated by  European  gentry. 

Add  Holland's  moist,  sandy  coastal  soil 
and  cool  climate  to  the  burgeoning 
Dutch  entrepreneurial  instinct  and  fond- 
ness for  speculation,  and  you  have  a  bull 
market.  By  1634  Dutch  tulips  were  sold 
singly  by  weight  (measured  like  gold  by 
goldsmiths)  and  type  (the  mighty  Admi- 
rael  van  Enckhuysen  brought  28  florins, 
whereas  the  lowly  Gele  Croon  could  be 
had  for  a  mere  0.09  florins).  Enter  the 
speculators  who  bulled  up  prices  over 
the  next  two  years  by  repeated  transac- 
tions with  each  other  at  ever  more  inflat- 
ed prices — so-called  "chain  trading'  —to 
where  a  single  bulb  fetched  as  much  as 
$22,000.  But  on  the  morning  of  Feb.  3, 
1637,  the  price  of  a  cheap  Crown  bulb  in 
trade  at  a  Haarlem  inn  fell  20%  on  the 


first  three  bids.  The  tulip  bubble  was 
collapsing  of  its  own  weight.  Even  paint- 
ings of  tulips  suffered  the  same  fate.  In 
1620  a  good  flower  portrait  brought 
1,000  florins  for  the  artist  Bosschaert. 
But  by  1662  the-  painter  Barth  Assteijn 
couldn't  get  more  than  4  florins  for  his 
closely  similar  Flowerets  and  Sea 
Conches. 

Things  have  settled  down  quite  a  bit 
on  the  Dutch  flower  bulb  market  since 
1637,  of  course,  but  it  still  has  its  exciting 


moments.  "We  speculate  all  year 
round,"  says  C.J.  Freriks  of  the  Holland 
Bulb  Exporters  Group.  "When  I  was  in 
business  as  an  exporter  I  remember  a 
man  once  asked  me  to  supply  him  with 
100,000  black  tulips.  Well,  of  course, 
black  tulips  don't  really  exist,  but  there 
are  nearly  black  tulips.  Now  I  knew  this 
was  a  bonus  deal — somebody  like 
Procter  &  Gamble  offering  so  many  tu- 
lips if  you  sent  in  a  box  top  and  a  quarter. 
I  also  knew  that  if  it  ivas  a  bonus  deal, 
100,000  black  tulips  wouleln't  be  enough. 
The  guy,  of  course,  was  doing  business 
with  four  other  exporters  like  me.  So  I 
quoted  him  a  price  for  the  100,000  and 
then  immediately  phoned  in  an  order  for 
250,000  tulips.  I  made  more  money  on 
the  150,000  surplus  tulips  than  I  made 
on  the  100,000  ordered  tulips  because 
the  other  exporters  had  to  buy  from  me. 
Now  if  he  el  said  red  tulips  I  couldn't 
have  speculated  like  that.  I'd  be  able  to 
get  half  a  million  red  tulips  like  that  [he 
snaps  his  fingers]!" 

There  are  also  flower  wars,  says  Frer- 


iks. "The  production  of  carnations  in  Co- 
lombia killed  the  carnation  production  in 
Colorado,"  he  says,  his  eyes  gleaming  at 
the  thought.  "In  fact,  it  was  so  great  in 
Colombia  they  had  to  look  for  another 
outlet  besides  the  U.S.!"  Southern  Eu- 
rope is  attacking  on  a  broad  front  in 
gladioli,  and  Holland  is  down  to  20%  of 
world  production.  More  alarming  is  Brit- 
ain's spearhead  in  elaffoclils;  she  has  al- 
ready passed  Holland  as  the  world  s  larg- 
est daffodil  bulb  producer  (as  any  reader 
of  Wordsworth  might  have  predicted). 
But  Holland  alone  produces  the  hya- 
cinth, and  the  Dutch  are  fiercely  defend- 
ing the  tulip,  still  producing  85%  to  90% 
of  world  consumption.  Thus  far,  prelimi- 
nary forays  by  English  and  Danish  tulip 
bulb  exporters  have  been  contained  with 
little  effort  (although  overenthusiastic 
Dutch  production  in  1966  depressed  the 
market  badly  and  caused  sharp  acreage 
reductions).  What  looks  like  tulip  bulb 
proeluction  in  other  countries  is  often 
just  a  Dutch  offensive. 

"We  have  grown  tulips  on  the  Golan 
Heights  in  Israel,"  Freriks  says.  "We 
shift  bulbs  to  other  countries  like  that 
for  a  year  or  so  to  get  them  accustomed 
to  another  climate  or  to  have  them 
flower  a  little  earlier."  But  those  are  still 
Dutch  bulbs,  he  insists.  And  who  would 
contest  that? 

Strict  attention  to  disease  control  has 
much  to  do  with  Holland's  continued 
leadership.  So  does  the  quality  of  Dutch 
soil.  Common  loam  soil  can  be  used  to 
grow  tulips  only  once  every  seven  years. 
In  between,  it  must  be  sown  with  other 
plants.  Only  in  this  way  will  the  fungus 
that  causes  the  dread  "fire  disease"  in 
tulips  dry  out  for  lack  of  a  host  plant.  But 
the  sandy  coastal  soil  just  behind  the 
Dutch  dunes  is  fungus-proof  and  can  be 
used  to  grow  tulips  every  year. 

Happy  planting,  everyone!  ■ 


.  .  Southern  Europe  is  attacking  on  a  broad  front  in 
gladioli  .  .  .  but  Holland  alone  produces  the  hyacinth,  and 
the  Dutch  are  fiercely  defending  the  tulip  .  .  ." 


Chicken  Or  Egg?  The  Dutch  have  almost  as  much  trading  volume  in  flower  bulbs  as  they  do  in  fresh  cut  flowers. 


Transtainer  unloads  rail  cars  Open  top  trailer  enroute  Fertilizer  containers  dot 

in  sunny  Spain  to  Mexico  City  landscape  in  France 


$  in  millions. 


And  accelerating  the 
growth  of  Fruehauf  products 
around  the  world. 

Total  Transportation  is  a  need  felt  around 
the  world.  And  Fruehauf's  capitalizing  on  it 
1976  sales  of  Fruehauf  international  sub- 
sidiaries and  affiliates  topped  $350  million  — 
an  800%  increase  over  the  past  10  years 

Today,  Fruehauf  is  a  world-wide  trailer 
manufacturer.  We  are  equipped  to  deliver 
and  repair  containers  at  major  ports  around 
the  world.  And  through  manufacturing 
facilities  in  16  countries  outside  the  U  S  and 
Canada,  and  over  200  sales  and  service 
outlets  in  46  countries,  we're  expanding  the 
international  use  of  Fruehauf  products  that 
now  touch  every  phase  of  the  transportation 
industry. 

Our  Annual  Report  shows  the  bottom- 
line  benefit.  Write:  Fruehauf  Corporation, 
Dept.  F-l  17,  10900  Harper,  Detroit, 
Mich  48232.  Total  Transportation . . 
the  World  of  Fruehauf   .we're  rolling 
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Sales  of  Fruehauf  international 
subsidiaries  &  affiliates. 


memoTrom 
marsh  &  Mclennan 


Isn't  that  doll 
in  the  middle 
worth  the 
price  of  a 
smoke  alarm? 

Fire  takes  12,000  lives  a  year  in 
the  United  States.  Even  more 
unsettling  is  the  fact  that  the 
vast  majority  of  serious  home 
fires  strike  during  sleeping 
hours,  when  all  of  us  are  virtu- 
ally defenseless  against  fire's 
early-warning  signals. 

When  you  weigh  the  fact  that 
home  fires  also  ravage  over  one 
billion  dollars  in  property,  the 
dimensions  of  such  disasters 
begin  to  emerge. 

But  such  sullen  statistics  are 
now  largely  avoidable  with  the 
advent  of  effective,  inexpensive, 
easily  installed  smoke  alarms 
that  maintain  a  24-hour  vigil  in 
your  home. 

Early-warning  systems: 
how  they  work. 

One  type  is  based  on  an  ioniza- 
tion chamber  that  is  highly  sen- 
sitive to  the  invisible  products  of 
combustion.  Another  contains 
a  photoelectric  cell  that  responds 
to  minute  traces  of  smoke.  In 


either  case,  when  the  detector  is 
activated,  the  unit  sends  out  a 
piercing  signal  to  alert  you  that 
danger  exists. 

Detection  at  this  time  can  often 


Source:  National  Fire  Protection  Association 


mean  the  difference  between  life 
and  death.  The  sooner  your  fam- 
ily is  warned,  the  more  chance 
they  have  to  escape.  The  sooner 
help  arrives,  the  more  likely  it  is 
that  family  possessions,  frequently 
irreplaceable,  will  be  saved. 

We're  not  promoting  a  particular 
brand;  Marsh  &  McLennan  doesn't 
make  or  sell  smoke  alarms.  Our 
overriding  concern  is  keeping 
your  family  from  being  harmed 
and  your  possessions  from 
being  lost. 

Our  first-hand 
experience  with  fire. 

Through  our  association  with 
commercial  and  industrial  prop- 
erties in  the  area  of  loss  control 
and  prevention,  we  have  seen 
what  can  happen  when  practi- 
cal safety  procedures  are  not 
observed.  We  have  learned  how 
much  easier  it  is  to  prevent  per- 
sonal injuries  and  property  loss- 


es than  it  is  to  try  to  rectify  the 
results  of  a  catastrophe. 

Well -managed  businesses  have 
long  recognized  this  need  on  a 
strictly  practical  basis:  a  little 
planned  effort  can  lead  to  sub- 
stantially less  time  lost  through 
accidents,  and  far  fewer  claims. 
Not  surprisingly,  good  hazard 
control  programs  can  also  lead 
to  lower  insurance  rates. 

Unfortunately,  what  is  so  com- 
monplace in  business  is  too 
often  neglected  at  home.  It  could 
be  a  fatal  mistake,  which  we  urge 
you  to  correct— today  if  possible. 
Your  family  deserves  it.  Consider 
it  simply  an  extension  of  the 
security  you  strive  to  provide  in 
so  many  other  ways. 

Doesn't  this  seem  to 
make  good  sense? 

We  hope  so.  We  hope  the  peril  is 
as  clear  to  you  as  it  is  to  us.  As 
the  world's  leading  insurance 
broker,  we  feel  a  responsibility  to 
apply  our  broad  experience  in 
the  field  of  loss  prevention  wher- 
ever it  seems  to  do  the  most  good. 

We  have  seen  the  tragedy  of  fire, 
close-up,  too  often  not  to  try  to 
do  what  we  can  to  prevent  it  in 


the  future.  For  our  part, 
if  this  "Memo  from  Marsh  & 
McLennan"  saves  a  single  life, 
it  makes  it  all  worthwhile. 

Loss  control  and  prevention  is  a 
specialized  field  that  has  been 
recognized  as  such  by  Marsh  & 
McLennan  for  many  years,  and 
in  our  organization  functions  as 
a  separate  division.  Our  goal  — 
and  we  think  it  should  be  yours 
—is  to  take  positive  action  in  ad- 
vance so  that  losses,  and  all  the 
consequent  complications,  are 
far  less  likely  to  occur. 


We  will  be  glad  to  send  you. 
free  of  charge,  a  list  of  manu- 
facturers of  smoke  detectors 
that  have  received  Underwriters 
Laboratories  approval,  along 
with  a  "Steps  To  Take  If  Fire 
Strikes"  reference  chartfor 
your  home.  If  you  also  think 
your  business  would  benefit 
from  our  loss  control  programs, 
let  us  know  and  we  will 
send  further  information. 
Write  to  Dept.  300-FB, Marsh 
&  McLennan,  Incorporated. 
1221  Avenue  of  the  Americas, 
New  York.  N.Y  10020 


A  few  of  the  more  than  240  professionals  in  loss  control  whose  skills  are  available  to  our  clients. 


Marsh  & 
Mclennan 


Vanishing  Species, 
Venture-Capital  Division 

Tesdata  was  one  new  venture  that  made  it  to  the 
public  offering  stage  this  year.  Its  success  only  proves 
how  great  the  odds  against  baby  companies  have  become. 


Thomas  Stone  is  about  as  happy  as  a 
businessman  can  get.  He  runs  Tesdata 
Systems  Corp.,  a  $15-million-a-year 
computer  company  based  in  McLean, 
Va.  This  year  Stone  has  done  what  many 
experts  say  has  become  nearly 
impossible. 

In  May,  his  fledgling  firm  went  public, 
selling  700,000  shares  at  $13  each.  Since 
then,  a  bad-news  juggernaut  has  clob- 
bered Wall  Street,  but  Tesdata  has  be- 
come one  of  the  over-the-counter  mar- 
ket's brighter  stars.  Actively  traded,  its 
stock  rose  to  $19.50  in  August  and  was 
still  near  $15  early  this  month. 

"Just  say  I'm  very,  very  pleased," 
bedms  Stone,  46,  who  left  his  job  as  a 
Control  Data  vice  president  to  start  his 
own  business  back  in  1967.  "The  venture 
capital  people  who  backed  us  are  ecstat- 
ic; the  guys  who  bought  at  $13  could 
make  a  bundle.  Everybody's  a  winner." 
So,  of  course,  is  Stone:  His  23%  stake  in 
Tesdata  recently  had  a  paper  value  of 
$2.5  million. 

But  Tesdata  is  no  trend.  In  fact,  it  is 
almost  a  freak.  Only  35  of  what  the  Se- 
curities &  Exchange  Commission  calls 
"unseasoned  companies"  have  gone  pub- 
lic so  far  this  year — compared  with  over 
1,000  in  1969.' 

Won't  the  success  of  Tesdata  tempt 
other  new  offerings  out  of  the  wood- 
work? Not  likely.  Successful  as  it  was, 
Tesdata  was  no  vast  bonanza  for  its  origi- 
nal investors. 

Consider  the  facts: 

Tesdata  has  an  absolutely  blue-chip 
group  of  backers,  a  virtual  Who's  Who  of 
international  finance.  Included:  Nash- 
ville millionaire  Jack  Massey,  founder  of 
Kentucky  Fried  Chicken  and  Hospital 
Corporation  of  America;  San  Francisco 
retailer  Prentis  Hale  and  his  family; 
Donaldson,  Lufkin  &  Jenrette  s  Sprout 
Capital  Group  (owned  in  part  by  Allstate 
Insurance  and  General  Electric  s  pen- 
sion fund);  and  a  European  venture  cap- 
ital pool  run  by  Vincent  Debre,  son  of 
France's  former  prime  minister. 

And  Tesdata's  own  credentials  were  as 
impressive    as    those    of  its  backers. 


Founder-President  Tom  Stone  is  an  IBM 
veteran  who  later  transformed  BCA  s 
Washington  computer  sales  office  from  a 
one-man  shop  to  the  firm's  biggest  pro- 
ducer in  just  two  years.  Stone's  company 
makes  small  computers  that  measure  the 
efficiency  of  large  computers.  Its  Big 
Brother  devices  help  customers  like 
American  Telephone,  Bank  of  America 
and  the  Social  Security  Administration 
cut  data  processing  costs  sharply. 

"We're  a  unique  concept,  and  ven- 
ture-capital people  like  concepts,"  Stone 
explains.  "Also,  they  like  leaders,  and  we 
have  over  75%  of  our  market."  Nor  was 
the  company  that  finally  went  public  any 
untested  fledgling:  Last  year,  Tesdata 
netted  $1.3  million  on  revenues  of  $10 
million — providing  an  enviable  50%  re- 
turn on  equity. 

And  what  was  the  payoff  from  this 
aristocrat  of  new  ventures,  this  prodigy 
of  technology  and  of  enterprise? 

Tesdata's  high-rolling  backers  typical- 
ly bought  their  stock  at  a  price  of  about 


$1  per  share,  leaving  them  a  $12  profit. 
"As  venture-capital  deals  today  go,  this 
one  ranks  pretty  near  the  top,"  says  Rob- 
ert  Goergen,  Sprout's  managing  general 
partner.  But  the  fact  is  that  many  inves- 
tors had  their  money  locked  into  Stone's 
venture  for  ten  years.  That  means  a  gain 
of  over  1,000%,  but  an  annual  average 
return  of  about  28%. 

Great.  But  that  big  winner  had  to 
compensate  most  of  the  venture  capital- 
ists for  losses  or,  at  best,  small  profits  on 
many  other  similar  deals.  Venture  cap- 
ital is  a  business  where  scarcely  one  gam- 
ble in  ten  really  pays  off.  DLJ  s  Sprout, 
for  example,  averaged  a  10%  annual  re- 
turn from  its  $11.5-million  portfolio 
since  startup  in  1969.  That's  little  more 
than  8%  triple-A  utility  bonds  were  pay- 
ing at  the  time. 

When  Tesdata's  early  backers  wanted 
out.  Stone  had  two  alternatives:  sell  to  a 
large  conglomerate,  a  choice  that  didn't 
appeal  to  his  young  management  team, 
or  try  a  public  offering.  Though  finding  a 


Good  News  And  Bad  News 

The  table  below  lists  five  of  the  better  and  five  of  the  poorer  stock  performances 

this  year  by  the  few  companies  that  have  made  initial  offerings  in 

1977.  Heart 

valves,  pacemakers  and  contact  lenses  stole  the  show. 

• 

Recent 

Size  of 

Offering 

Offering 

Bid 

Company 

Business 

offering* 

Date 

Price 

Price 

FIVE  BETTER  PERFORMERS 

American  Pacemaker 

cardiac 
pacemakers 

333,000 

May  4 

$1.50 

$5.75 

St.  Jude  Medical 

heart  valves 

275,000 

Feb.  9 

3.50 

7.50 

Tetra  Tech 

marine  tech. 

500,000 

Jan.  6 

8.00 

11.13 

Omega  Optical 

eyeglass  & 
contact  lenses 

500,000 

Jan.  25 

10.00 

13.00 

Continuous  Curve 

contact  lenses 

500,000 

Feb.  1 

10.00 

12.37 

Contact  Lenses 

■ 

FIVE  POORER  PERFORMERS 

MacPherson  Vitamin 

vitamins 

150,000t 

Feb.  2 

5.00 

0.50 

TPC  Comm. 

TV  production 

225,000tt 

July  27 

4.25 

2.00 

Surgicot 

sterilization 

400,000 

Jan.  13 

7.12 

4.13 

monitoring  sys. 

American  Clipper 

motor  homes 

275,000 

May  12 

9.00 

7.50 

Geosource 

geophysical 
services 

1,600,000 

June  22 

22.50 

19.37 

jjk  *  Common  shares  unless  otherwise  noted,  t  units:  1  unit  = 

4  common  shares  +  1  warrant. 

git'' tt  units;  1  unit  =  1  common  share  +  1  warrant. 
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What !  You  havent  seen 
the  new  Kodak  copier 
pricing  plans? 

Better  call  Kodak. 


Making  the  most  cost-effective  decision  about  a 
copier  isn'talways  easy.  Especially  when  you  don't  have  all 
the  facts  and  figures. 

Kodak  changes  all  that. 

Kodak  now  offers  a  computerized  copier  evaluation 
service  that  brings  all  the  data  together.  It  helps  make  your 
copier  decision  process  easier,  faster  than  you  ever  thought 
possible.  Based  on  your  own  job  stream,  it  lets  you  compare 
any  equipment  with  Kodak  copiers.  In  dollars  and  cents!  It's 
fast.  It's  impartial.  And  it's  not  confusing. 

Learn  all  the  many  ways  you  come  out  ahead  with 
Kodak  copiers.  Call  Kodak  toll-free  (fiQQ)  828-1450 

In  New  York  State:  (800)  462-4890.  Or,  write  to:  A.  Angert, 
Eastman  Kodak  Company.Dept.  CD7596 ,  Rochester,  N  Y.  14650. 


Kodak  Ektaprint  copier-duplicators 


lis  man  once  made  one 
i  finest  cigars  in  the  world. 

He  has  done  it  again. 


To  Don'Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  1960,  his 
family  made  one  of  Cuba's  finest 
cigars... the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 

PARTAGAS 

handmade  cigars 


corporate  buyer  mjjjlit  have  been  easier, 
Stone  lined  up  underwriters  willing  to 
attempt  a  stock  sale.  Baltimore's  Alex. 
Brown  &  Sons  and  San  Francisco-based 
Hambrecht  &  Quist  managed  Tesdata's 
new  issue,  and  their  fees  took  SI  out  of 
its  stock's  initial  $13  offering  price — 
nearly  8%. 

On  the  public  offering,  Tesdata  shares 
moved  briskly.  The  selling  price  howev- 
er, was  a  modest  ten  times  earnings — 
not  much  of  a  premium  for  a  healthy 
little  company  with  a  bright  future.  Ven- 
ture capitalists  with  a  successful  but  less 
glamorous  enterprise  on  their  hands 
would  have  little  hope -of  being  taken  out 
by  public  investors. 

"You  ve  got  to  have  a  tremendous  in- 
centive to  put  much  money  in  a  private 
deal  like  Tesdata  right  now.  says  Lucius 
Burch,  who  manages  Jack  Massey's  in- 
vestments. "Little  outfits  like  that  have 
to  be  watched  and  nursed  along  for 
years.  With  stocks  selling  at  such  low 


" . . .  Access  to  capital 
differs  little  from 
access  to  the  market- 
place of  ideas .  . ." 


multiples  today,  you  don't  wind  up  with 
much  even  if  you  succeed.  " 

For  Tom  Stone,  moreover,  running  a 
public  company  brings  a  whole  new  set 
of  problems.  One  of  them  is  worrying 
about  his  stock's  price.  Stone  is  con- 
cerned about  his  ability  to  show  steady 
gains  four  times  each  year.  Tesdata  s  av- 
erage sale  is  $150,000,  a  large  figure  for  a 
company  its  size.  A  single  order  delay 
could  cause  a  quarterly  earnings  dip. 
When  that  happened  late  last  month, 
Tesdata  shares  dropped  by  $3.50 — near- 
ly 15% — in  one  day.  Though  a  recover) 
is  under  way,  Stone's  pride  is  wounded: 
"Venture-capital  people  tended  to  look 
at  us  more  on  an  annual  basis,  which 
makes  better  sense. 

Besides  scrutiny  from  Wall  Street, 
Tesdata  now  also  gets  scrutiny  from  the 
SEC.  Stone  estimates  that  complying 
with  its  rules  will  cost  $100,000  a  year— 
nearly  10%  of  his  1976  net — most  of 
which  will  go  to  outside  lawyers  and 
accountants.  "We  are  pretty  sure  we'll 
be  a  $50-inillion  or  a  $75-million  com- 
pany in  a  few  years,  or  we  couldn't  afford 
to  be  public  at  all,   he  concludes. 

So  it  is  easy  to  see  why  today's  venture 
capital  track  is  decidedly  uncrowded.  As  a 
result,  of  course,  a  lot  of  new  approaches 
never  get  tried.  Many  a  budding  genius 
walks  away  discouraged.  There's  a  lesson 
in  all  this  to  those  who  don't  worry  about 
Wall  Street's  malaise.  Access  to  capital 
differs  little  from  access  to  the  market- 
place of  ideas.  To  the  extent  that  either  is 
limited,  society  suffers.  ■ 


&n  the  g1 


^  -  ^    1  \  nthe  stn  ^\ 


the  Tough  get  going  in  the  Commodities  Market! 


... — — -    —  ^ 

MACRO  Says  ...  \  \\) 

When  you  face  a  dormant  market  you 
look  for  an  active  one.  Look  at  com- 
modities, where  the  action  is! 

•  Dollar  volume  is  over  twice  the  size 
of  the  stock  market! 

•  Much  faster  action . . .  much  greater 
leverage! 

•  MACRO  brings  you  commodities 
experience  .  .  .  It  counts! 


MACRO  trades  only  incommodities...the  market  it  knows! 

Get  the  whole  story  from: 
John  L.  Kneeland,  Commodities  Specialist 

DG3Mffll(DW(BSW 

inc. 

1 15  Broadway,  N.  Y,  N.Y.  10006 
800-221-4234  In  New  York  City  285-0352 


MEMBERS:  NEW  YORK  COFFEE  AND  SUGAR  EXCHANGE.  INC  .  NEW  YORK  COTTON  EXCHANGE,  NEW  YORK 
MERCANTILE  EXCHANGE.  NEW  YORK  COCOA  EXCHANGE.  INC.,  COMMODITY  EXCHANGE.  INC..  INTERNATIONAL 
COMMODITIES  CLEARING  HOUSE  LIMITED,  THE  UNITED  TERMINAL  SUGAR  MARKET  ASSOCIATION,  THE  COFFEE 
-TERMINAL  MARKET  ASSOCIATION  OF  LONDON,  THE  LONDON  COCOA  TERMINAL  MARKET  ASSOCIATION 
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OUR  R&D  PEOPLE  WORK  TO  SPECIFIC 
MARKETING  GOALS.  IT'S  HELPING  US  MAKE 
TELECOMMUNICATIONS  HISTORY. 


In  a  high  technology  business,  it's  the  company  that 
spends  its  money  on  research  and  development  that  wins 
the  markets.  Last  year  Northern  Telecom  invested 
6.5  percent  of  each  manufacturing  sales  dollar  on  R&D. 

As  important  as  the  amount  we  spend  is  the  way  we 
manage  R&D.  Bell-Northern  Research  (BNR),  with 
2,000  people  Canada's  largest  industrial  research 
organization,  is  owned  jointly  by  Northern  Telecom  and 
Bell  Canada.  It's  an  unusual  corporate  structure.  And  it 
gets  results. 

For  example,  when  BNR  was  developing  the  SP-1 
electronic  stored-program-controlled  switching  system  — 
a  system  that's  won  phenomenal  acceptance  across  North 
America  —  we  identified  a  problem  of  high  turnover  among 
operators.  BNR  responded  with  TOPS*,  the  unique  SP-1 
Traffic  Operator  Position  System.  Telephone  companies 
tested  it  and  found  that  job  satisfaction  and  efficiency 
increased.  And  TOPS,  another  BNR  world  first,  became 
one  of  the  best  selling  elements  of  the  SP-1 
switching  family. 

What's  happening  today  at  Northern  Telecom  is  an  outgrowth 
of  this  unique  tri-corporate  structure.  Together  with  Bell  Canada, 
we  anticipated  the  need  for  systems  that  provide  perfect  facilities 
for  both  voice  and  data  transmission.  BNR's  solution  was  to  go 
digital  —  right  across  the  board. 

In  May,  1976,  Northern  Telecom  became 
the  first  manufacturer  in  the  world  to  an- 
nounce a  full  line  of  digital  telecommuni- 
cations equipment.  The  program  is  well 
underway.  Our  SL*-1  digital  business  com- 
munications system  is  now  in  service  in 
Europe,  Asia,  the  Middle  East  and  North 
America.  The  Northern  Telecom  LD-4 
is  the  world's  longest  high-capacity 
digital  cable  transmission  system  in 
service.  And  the  first  of  our  DMS  family 
of  digital  switching  systems  is  already  in 
service. 

With  sales  in  excess  of  $1.1  billion, 
Northern  Telecom  is  the  second  largest 
manufacturer  of  telecommunications  equip 
ment  in  North  America  and  fifth  in  the 
world.  We  operate  42  plants  and  employ 
over  25,000  people  worldwide. 

The  key  to  our  success  is  a  research 
establishment  and  an  R&D  structure  that 
has  earned  Northern  Telecom  an  enviable  reputation 
for  product  superiority  and  technological  leadership. 
An  R&D  operation  whose  success  in  creating  the 
digital  world  of  Northern  Telecom  is  making  history. 
vVithin  the  industry.  And  around  the  globe. 


RESEARCH  £.  DEVELOPMENT 


northern 
telecom 


NORTHERN  TELECOM  LIMITED,  MONTREAL,  CANADA 


*  Trademark  of  Northern  Telecom  Limited 


TODAY'S  LEADERS  IN  TOMORROW'S  TECHNOLOGIES 


Manufacturing  plants  and  sales  offices  throughout  Canada  and  the  United  States,  also  in  England,  Republic  of  Ireland,  France,  Switzerland, 
West  Germany.  Turkey,  Brazil,  Hong  Kong,  Singapore  and  Malaysia. 


What  do  you  see 
when  you  look  at 
"paper"  peanut  butter 

can?  It  depends  on  your  perspective. 

You  might  see  a  sturdy  innovation 
your  kids  can  drop  without  breaking,  or 
a  lightweight  innovation  that  cuts  ship- 
ping costs,  adds  market  potential. 

You  might  see  a  technological 
innovation  that  creates  jobs,  or  a  paper- 
based  innovation  that  consumes  trees. 

We  see  all  these  things,  and  more. 

We  see  an  opportunity  to  meet  your 
desire  for  sanitary,  convenient  and 
economical  packaging  and  our  employees' 
and  shareholders'  for  successful 
performance. 

We're  the  leading  supplier  of  the 
"composite"  can  (paper  +  foil  +  plastic 
laminates).  We'll  make  more  than  3  billion 
this  year,  to  contain  dozens  of  products 
you  use,  like  frozen  juices,  motor  oils 
and,  of  course,  peanut  butter. 

We  also  see  the  trees  that  stand 
behind  these  cans,  and  we  recognize  the 
obvious:  no  trees,  no  composite  cans. 

So  we  strive  to  manage  our  forests  in 
a  way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins. 
You  the  worker,  consumer,  investor  and 
citizen.  And  we  the  employees  and 
shareholders  of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


The  bengal  tiger  must  rely 
on  man  for  survival 

Who 's  going  to  save  your  skin? 

What  does  the  endangered  tiger  have  to  depend  on  for  survival 
besides  his  natural  defenses  and  the  compassion  of  humanity? 
His  defenses  alone  are  obviously  not  enough. 

In  preserving  your  industrial  capacity  you  have  no  one  else  to  count  on. 

When  disaster  strikes  you  have  no  one  else  to  blame.  Use  the 
defenses  available  to  you.  Practice  the  basic  principles  of  loss  control. 
That's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291 9- 


Marketplace:  Marine  underwriters  on  Lloyd's  main  floor  sit  at  coffee  house-style  "boxes"  as  they  compete  with  each  other. 


Ye  Olde  Negative  Sell 

Why  a  growing  number  of  rich  Americans — despite  all  the  warnings — 
are  becoming  silent  partners  at  Lloyd's  of  London. 


If  you  had  a  fairly  sizable  portfolio  of 
stocks  and  bonds  earning  9%  to  10%  a 
year  and  a  friend  told  you  that  you  could 
double  the  return  on  that  portfolio  with- 
out any  additional  outlay,  or  indeed  any 
change  in  that  portfolio,  would  you  be 
interested? 

Roughly  500  well-heeled  Americans 
have  been  sufficiently  interested  by  such 
friendly  advice  to  investigate;  they  are 
now  "names,"  or  silent  partners,  in  in- 
surance-underwriting syndicates  at  Brit- 
ain's famed  Lloyd's  of  London.  Lloyd's 
opened  its  doors  to  non-English  mem- 
bers in  1969,  and  in  the  past  two  years 
alone,  under  pressure  of  inflation  and 
depreciating  sterling,  membership  will 
have  about  doubled  to  15,000  by  the 
year  s  .end. 

As  proof  that  they  had  sufficient 
means,  most  of  the  Americans  invited  to 
join  Lloyd's  had  only  to  ask  their  bank  to 
give  them  a  letter  of  credit  for  $320,000 
(the  maximum  investment  permitted  any 
individual  at  Lloyd's)  against  their  exist- 
ing portfolio  of  stocks  and  bonds  (assum- 
ing it  exceeded  the  $320,000).  Then  they 
sat  back  and  after  the  initial  three  years 
(profits  and  losses  are  calculated  in 
three-year  intervals  at  Lloyd's),  awaited 
an  additional  dividend  check  from 
1  Lloyd's,  generally  in  the  neighborhood 
of  10%  a  year  or  better. 

There  must  be  a  catch,  you  say.  You 
arc  right.  There  is  a  catch.  In  fact,  there 
[are  several  catches — as  any  Lloyd  s  un- 
derwriting agent  is  only  too  quick  to  tell 


you.  Listen,  for  example,  to  Patrick 
Bird,  the  avuncular  chairman  of  the  Un- 
derwriting Agents  Association  at  Lloyd  s: 
"You  must  be  prepared  to  sign  an  agree- 
ment with  your  underwriting  agent  that 
specifically  states  that  the  signing  of  this 
contract  is  in  no  way  a  partnership;  that 
the  underwriting  agent  can  deal  with 
affairs  exactly  as  he  thinks  best;  that  if  he 
thinks  it  is  wrong  to  pay  you  out  your 
profit  when  you  make  it,  he  does  not 
have  to;  that  he  can  make  all  the  provi- 
sions for  reserves;  and  that  for  tying  you 
up  in  a  straitjacket  like  this  he  can  charge 
you  a  salary  of  $800  a  year  plus  20% 
commission.  And  at  the  end  of  it,  you 
have  unlimited  liability! 

Unlimited  liability  on  policies  insuring 
tankers  like  the  200,000-ton  Olympic 
Bravery  which  sank  last  year  at  a  cost  to 
Lloyd's  of  $50  million? 

"Unlimited  liability,  replies  Bird 
with  a  pleasant  smile.  "You  can  be  taken 
to  the  cleaners  for  all  you  have  got!" 

John  Prime,  a  43-year-old  investment 
banker  who  is  in  charge  of  First  Boston's 
London  office,  is  hoping  to  become  a 
"name  at  Lloyd's  at  the  year's  end. 
Comments  Prime  about  such  introduc- 
ing explanations:  "They  are  very  British 
about  it.  They  don't  promise  much  and 
they  do  warn  a  lot. 

But  Prime  is  not  fazed  by  such  warn- 
ings. "They  stress  the  fact  that  the  liabil- 
ity is  unlimited,  he  says,  "but  I  would 
argue  that  it's  not.  No  syndicate  takes 
more  than  a  small  percentage  of  any  risk. 


The  fact  that  there  are  a  number  of 
names  in  any  syndicate  reduces  the  im- 
pact. Say  a  syndicate  is  insuring  against 
some  disaster  and  they  have  a  $100- 
million  loss.  They  had  1%  of  that  risk,  so 
they  are  down  $1  million.  If  you  are  one 
of  100  names  in  that  syndicate  you  are 
down  $10,000. 

"Another  reason  I  would  argue  that 
your  liability  is  not  unlimited  is  that  you 
are  liable  only  for  your  portion — your 
one-hundredth  of  the  syndicate  s  loss.  If 
the  other  99  members  of  the  syndicate 
can't  put  up  their  $10,000,  you  are  still 
only  in  for  that  $10,000.  It's  not  a 
partnership. 

Prime  s  analysis  is  basically  correct, 
according  to  Bird.  At  year-end  there  w  ill 
be  about  15,000  names  and  330  under- 
writing syndicates  at  Lloyd's.  They  un- 
derwrite $2.7  billion  worth  of  risks  in 
four  areas:  marine,  nonmarine  (political 
confiscation,  loss  of  profit,  jewelry,  etc.), 
motor  and  aviation.  But  since  the  aver- 
age name  belongs  to  five  or  six  syndi- 
cates with  his  $320,000,  to  spread  risk  of 
loss  most  syndicates  have  around  250 
names.  Some  are  far  larger,  however. 
Bird  manages  five  syndicates,  for  exam- 
ple, and  in  his  nonmarine  syndicate 
alone  there  are  800  names. 

"People  ask  me,  'Can  you  tell  me  how 
much  I  can  lose?'  "  says  Bird.  "I  saw  if 
we  go  mad  you  can  lose  your  shirt.  There 
is  no  guarantee.  I  think,  however,  you 
should  have  in  mind  the  possibility  of 
losing  10%  to  15%  of  your  premium  in- 
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ome  motors 

have  the  guts 

to  consume 
less  energy 

than  others. 


General  Electric's  new  Energy  Saver  Motors  have 
design  innovations  that  boost  efficiency  as  much  as 
24%  over  previous  models.  They  save  consumers 
more  by  consuming  less  -  as  GE  Energy  Saver 
Motors  have  been  doing  since  1975.  New-design  GE 
Energy  Saver  Motors  are  available  now  for  heating, 
air  conditioning,  and  refrigeration  equipment  and  as 
replacements.  Helping  save  energy  is  our  business. 
Challenge  us.  General  Electric  Company, 
Specialty  Motor  Department,  1635  Broadway, 
Fort  Wayne,  Indiana  46804.  728-17A 

GENERAL  HI  ELECTRIC 


is  !■ 


Look  for  this 
energy  saving 

■ymbo<:  ||[£NERGY 

SAVER 
MOTORS 


come  [generally  about  seven  times  your 
investment]  for  three  years  running. 
That  is  when  it  becomes  painful — if  you 
have  this  lovely  tax-loss  carryforward  and 
your  syndicate  goes  on  making  a  loss. " 

However,  losses  like  that  are  of  less 
concern  to  those  with  enough  income 
needing  shelter;  and  no  one  can  recall  an 
occasion  when  Lloyd's  had  to  go  through 
a  syndicate  to  touch  the  personal  wealth 
behind  a  letter  of  credit. 

Bird's  own  experience  as  an  under- 
writing agent  at  Lloyd's  suggests  that 
stern  warnings  are  exaggerated.  "I  have 
been  a  working  member  of  Lloyd's  for 
thirty  years,"  he  says.  "I  have  only  seri- 
ously lost  money  in  one  year — 1965,  the 
year  of  Hurricane  Betsy.  Actually  Betsy 
was  a  splendid  alibi  because,  in  fact,  that 
was  a  lousy  underwriting  year  anyway. 
So  I  lost  money  that  year  .  .  .  but  I  had 
enough  reserves  to  pay  for  it." 

Not  all  Lloyd  s  syndicates,  of  course, 
may  be  as  well  managed  as  Bird  s.  Unfor- 
tunately, however,  would-be  names  of 
Lloyd's  cannot  choose  the  syndicate 
they'd  like  to  belong  to  on  the  basis  of 
comparative  performance.  "There  is  no 
central  register  of  the  balance  sheet  in 
Lloyd's,"  says  Bird.  "We  are  all  a  lot  of 
individuals  trading,  and  we  keep  our 
records  to  ourselves.  I  suppose  if  you  are 
lucky  enough  to  know  three  or  four  un- 
derwriting agents,  then  indeed  you 
could  get  comparative  figures.  But  then 
the  word  might  get  around  that  you  had 
visited,  say,  four,  and  we  might  all  say 
we  are  fed  up  with  him.  He  doesn't 
really  know  who  he  is  going  to.  We  won't 
have  dealings  with  him." 

And  what  do  the  Yankee  investment 
bankers  have  to  say  to  that?  As  in  the 
stock  market  it's  a  matter  of  philosophy. 
There  are  plungers  and  there  are  pains- 
taking fundamentalists. 

John  Prime  is  a  plunger.  He  says  he 
plans  to  take  his  syndicates'  performance 
record  pretty  much  on  faith.  "I  wouldn  t 
know  what  to  look  for  if  I  could  look  at 
the  books  of  all  the  syndicates,"  he  says. 
"You  do  see  results  for  your  own  syndi- 
cates, but  it's  not  like  looking  at  the 
balance  sheet  of  a  company  listed  on  the 
Big  Board.  You  get  a  slip  of  Xerox  paper. 
You  don't  really  know  what  went  into 
creating  those  numbers.  ..." 

Forbes  also  spoke  to  a  fundamental- 
ist, a  U.S.  investment  banker  who  is 
thinking  of  becoming  a  Lloyd's  "name 
on  his  own  account.  "Americans  are  very 
number-oriented,"  he  says.  "The  Lloyd's 
people  want  to  say,  Here  it  is,  accept  it.' 
That  just  doesn't  wash  with  an  American. 
There  are  a  lot  of  figures  around  on 
syndicates.  Those  things  are  being 
hawked  around  everywhere.  Most  peo- 
ple don't  sit  down  with  the  syndicates 
and  go  into  what  they  underwrite,  what 
type  of  things  they  look  at,  how  they 
reinsure.  I  will  do  that  before  I  sign 
anything."" 


Third  Quarter  Report 


3RD  QUARTER  PROFIT 
OF  2.9  BILUON  YEN* 

Not  quire  as  much  as  we  had  hoped  for,  buf  our 
9-monrh  earnings  are  srill  up  16%  over  rhe  first  3 
quarrers  of  1976...  ar  $2.32  per  share. 

Wanr  more  details  on  rhis  still-growing  energy 
company?  Wrire  for  our  third  quarter  report. 

<l>mapco 

1800  5  Baltimore-  Ave.,  Tulsa,  Oklahoma  74119 
SYMBOL  MDA  NYSE  •  MWSE  •  PSE 
'$11,000,000  (This  is  $2,000,000  below  previous  Street  projections,  but 
no  reason  to  sign  up  for  the  next  kamikaze  class.) 


orporate  treasurers 
will  benefit  from  our 
conservative  tax-free* 
approach  and  free 


check  writing. 

The  benefits  of  our  Fund  can  be 
measured  in  both  stability  and  liquidity.  The 
average  maturity  of  our  portfolio  of  tax-free 
municipals  is  1 2  years  or  less. 

There  is  free  check  writing  and 
telephone  withdrawals.  There  is  no 
sales  charge.  The  minimum  initial 
investment  is  $10,000. 

Write  or  call 
today  for  a  copy  of  our 
portfolio  and  literature. 

CALL  FREE 

(800)  225-6190 

In  Mass.  Call  Collect 
(617)726-0650 


ITlDELITY  LIMITED  TERM  MUNICIPALS 
I  Box  832,  Dept  FF71115 
•  82  Devonshire  St .  Boston,  Mass  02103 

I  For  more  complete  information, 
I  including  management  fees, 
I  other  charges  and  expenses, 
I  please  write  or  call  for  a  prospec- 
|  tus.  Read  it  carefully  before  you 
invest  or  send  money. 


1 


State  Zip 

FIDELITY  GROUP 

|^Over  $3  billion  of  assets  under  management  j 


FIDELITY 

LIMITED  TERM  MUNICIPALS 


'While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal  Income  taxes, 
portions  of  such  distributions  may  be  subject  to  some  state  or  local  taxes, 
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Introducing  the  Xerox 9400 
Will  miracles  never  cease? 


When  people  saw  all  the  incredible  things 
our  Xerox  9200  could  do,  they  called  it  a  miracle. 
But,  at  Xerox,  we  never  rest  on  our  miracles. 

Introducing  the  Xerox  9400  Duplicator. 

It  does  everything  the  9200  does  and  more. 
With  its  automatic  document  handler  you  can 
feed  and  cycle  up  to  200  originals  at  a  time.  (Even 
difficult  originals  like  paste-ups.) 

With  our  density  control  dial,  you  can  make 
copies  lighter  or  darker  without  having  to  inter- 
rupt the  job. 

You  can  even  correct  most  problems  yourself 
with  the  help  of  our  new  self-diagnostic  system 
which  constantly  monitors  the  machine. 

And  if  all  this  wasn't  enough,  the  Xerox  9400 
can  automatically  copy  on  both  sides  of  a  sheet 
of  paper  at  the  same  incredible  speed  of  two 
pages  a  second. 

You  see,  we  believe  that  one  good  miracle 
deserves  another. 

XEROX 


XFROX®.  ''2(10®  and  9400  arc  trademarks  of  XEROX  CORPORATION. 


Available  in  selected  cities,  throughout  the  Ul 


ii  Prosperity,  Prepare  For  Adversity 


Business  is  better  now  for  everybody  in  the  fire  and  casualty  insurance  business. 
Will  it  stay  better  for  INA?  Ask  me  again  in  five  years  says  Chairman  Ralph  Saul. 


Is  there  any  excuse  for  a  company  to 
bring  in  a  chief  executive  who  has  no 
experience  in  its  industry?  Yes,  if  it  has 
tried  everything  else.  For  years,  Phila- 
delphia's INA,  the  nation's  oldest  com- 
mon stock  (founded  in  1792)  and  sev- 
enth-largest ($2.9-bilIion  revenues) 
property  and  casualty  insurer  has  flip- 
flopped  between  dignified  but  not  al- 
ways forceful  Main  Line  types  and  hard- 
sell types  from  other  parts  of  the  insur- 
ance business.  And,  for  years,  the  results 
were  mediocre,  at  best. 

So  INA  chose  the  only  remaining  path 
three  years  ago  and  brought  in  Ralph  S. 
Saul,  who  didn't  know  a  thing  about  the 
insurance  business.  Saul,  55,  a  Brooklyn- 
born  former  lawyer  for  the  Securities  & 
Exchange  Commission  and  former  head 
of  the  American  Stock  Exchange,  was 
given  the  mission  of  straightening  out 
INA's  supercyclical  earnings.  Both  prop- 
erty and  casualty  are  highly  cyclical  in  an 
inflationary  period  because  settlements 
are  constantly  getting  ahead  of  rate  in- 
creases. When  those  increases  are  finally 
granted,  a  few  fat  years  bring  price-cut- 
ting, regulatory  pressures,  more  infla- 
tion and  another  downward  turn. 

INA  pre-Saul  had  tried  to  fight  this 
cyclicality  by  making  noninsurance  ac- 
quisitions. It  knew  that  its  huge  capital 
surplus  made  it  a  takeover  target  in  the 
conglomerate-oriented  Sixties,  and  so  it 
reached  out,  Saul  feels,  for  some  poor 
acquisitions.  "Those  high-fliers  and 
wheeler-dealers  were  coming  down  here 
to  get  hold  of  our  surplus  surplus,"  he 
says.  "As  a  result,  some  diversification 
mistakes  were  made. 

So  Saul  has  sold  off  two  of  INA's  fire- 
sprinkler  operations  and  an  air  duct  man- 
ufacturer and  written  down  some  of  its 
real  estate.  At  the  same  time,  he  in- 
creased INA's  36%  interest  in  invest- 
ment banker  Blyth  Eastman  Dillon  & 
Co.  to  60%  and  acquired  Hospital  Affili- 
ates International,  Inc.,  a  Nashville- 
based  hospital  management  company 
with  a  25%  compound  growth  rate,  more 
than  double  that  of  INA's  basic  business. 

Far  more  important,  however,  Saul 
has  addressed  himself  to  the  property 
and  casualty  business,  the  trenches 
where  the  battle  must  be  won  for  INA. 
He  did  this  by  hiring  a  man  who  finally 
may  be  "the  right  guy    from  outside 

132 


INA.  The  man  is  John  Cox,  a  veteran 
insurance  executive  from  American  In- 
ternational Group,  where  he  helped  in- 
troduce some  concepts  that  may  be  revo- 
lutionary when  applied  to  a  staid  firm 
such  as  INA. 

Like  few  other  insurers,  INA  is  going 
after  the  casualty  business — but  packag- 
ing it  with  property,  bonding,  interna- 
tional, life,  marine  and  reinsurance.  Be- 
cause casualty  insurance  carries  such 
unknowns  as  product  liability  and  pollu- 
tion insurance  (unknown  because  no  one 
knows  how  high  juries'  awards  will  even- 
tually go),  most  insurance  companies 
hope  to  emphasize  property  insurance. 
This,  Cox  believes,  presents  a  great  op- 
portunity, since  premiums  in  the  casual- 
ty business  are  huge.  "Our  strategy,"  he 
says,  "is  to  go  after  the  casualty  business 
while  demanding  to  write  the  client's 
property  business  as  well." 

Cox  is  also  pushing  hard  to  capture  a 
bigger  share  of  the  special-risk  business. 
The  industry  s  problem  here,  he  be- 
lieves, is  that  the  ordinary  agent,  whose 
numerous  small  clients  provide  a  steady 
flow  of  small  commissions,  is  neither 


The  Right  Guy:  INA  Chairman  Ralph 
Saul  may  not  know  insurance,  but  he 
found  John  Cox,  who  does. 


willing  nor  able  to  handle  such  special 
risks  as  workmen's  compensation  on  the 
Alaska  Pipeline.  Therefore  Cox  is  build- 
ing a  separate  force  of  special  marketing 
underwriting  experts  to  handle  special 
risk  insurance.  With  the  credibility  of- 
fered by  such  a  network,  INA  can  then 
transfer  some  of  the  risk  to  worldwide 
reinsurers.  That  protects  INA  from  large 
individual  liabilities  like  the  fire  in 
AT&T's  New  York  building  in  1975  that 
left  the  company  with  a  loss  of  over  $15 
million. 

Cox  is  also  building  on  INA's  interna- 
tional strength.  Until  Cox  came  to  INA, 
the  company  managed  its  offshore  sales 
from  Philadelphia  headquarters.  Taking 
a  page  from  his  former  employer,  AIG, 
he  has  been  recruiting  nationals  from 
countries  like  Belgium,  France,  the 
Netherlands  and  Japan  to  underwrite  the 
business  in  their  own  regions.  And  now 
the  profits  from  these  international  oper- 
ations will  flow  through  INA  Bermuda,  a 
new  INA  division  that  was  formed  to 
give  the  company  more  control  in  repa- 
triating profits  to  the  U.S.;  profits  left  in 
Bermuda  will  be  untaxed  until  brought 
back  into  the  U.S. 

All  of  this  action  is  taking  place  under 
cover  of  two  excellent  years  of  earnings 
for  INA.  Companies  such  as  INA  are 
allowed  to  stash  away  huge  reserves 
against  potential  losses.  (The  company 
can  deduct  these  sums  from  income  for 
tax  purposes.)  In  1976,  while  reporting 
operating  income  up  58%  to  $93  million 
($4.04  per  share)  on  a  23%  increase  in 
revenues,  the  company  still  placed  $250 
million  more  into  reserves,  up  some  39% 
from  1975.  So  far  this  year  earnings  per 
share  are  $4.86,  and  in  the  first  half  alone 
another  $169  million  flowed  into 
reserves. 

Ralph  Saul  frankly  concedes  that  much 
of  the  improvement  so  far  is  industry- 
wide, the  result  of  higher  rates  and  lower 
inflation.  The  business  remains  cyclical. 
(In  fact,  Executive  Vice  President  John 
Cox  warns,  "In  my  opinion  the  downturn 
has  already  started.  It  will  not  be  recog- 
nized or  identified  for  another  18 
months.  ")  As  for  the  real  impact  of  all  of 
Cox'  changes.  Saul  says,  with  refreshing 
honesty:  "Come  back  in  five  years.  It'll 
be  that  long  before  the  results  of  our 
strategies  are  visible."  ■ 
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"If  you  dont  specify  copper  plumbing, 
you  could  be  left  high  and  dry " 


By  specifying  copper  tube,  the  owners  of 
this  new  luxury  hotel  have  virtually  assured 
that  their  guests  will  never  be  inconvenienced 
by  temperamental  plumbing  due  to  piping 
failure.  Under  normal  use,  copper  plumbing 
won't  clog,  rust  or  need  to  be  replaced.  And  as 
a  safety  factor,  copper  does  not  burn  or  produce 
toxic  fumes  in  the  event  of  fire. 

But  even  if  you're  not  planning  to  build  a 
high-rise  hotel,  copper  has  other  advantages 
which  apply  to  every  kind  of  construction, 
present  or  future. 

•  Since  America  is  virtually  self-sufficient  in 


copper,  we  do  not  have  to  depend  on  the  whims  of 
foreign  suppliers.  This  is  not  true  of  some  other 
metals  and  petroleum-based  plastics. 

•  Over  40%  of  America's  copper  needs  are  met 
through  recycling  copper  scrap. 

•  In  the  past  25  years,  copper's  salvage  value  has 
more  than  doubled. 

•  In  terms  of  energy  conservation,  a  pound  of 
copper  requires  less  than  half  the  amount  of 
energy  needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper 
and  a  substitute,  write  or  call  us.  We  don't  want 
to  see  you  left  high  and  dry. 


pfie/ps 
dodge 

U  300  F 


mm  aou  Park  Avenue.  New  York,  NY  1 0022 

Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 


Statistical  Spotlight 


All  This  And  Yield,  Too. 


ARE  YOU  old  enough  to  remember  when  a 
stock  that  yielded  as  high  as  6%  was 
suspect— either  it  was  about  to  cut  the 
dividend  or  something  even  worse  was 
going  to  happen?  Actually  that  was  only  a 
few  years  ago.  And  now  8%  yields  are 
commonplace — even  among  sound,  sub- 
stantial companies  that  are  more  likely  to 
raise  than  to  cut  their  dividends.  (There's 
even  a  ten-percenter  on  our  list.) 

Look  at  the  names:  AT&T.  To  say 


nothing  ol  such  other  blue  chips  as  Gen- 
eral Motors,  Chemical  New  York,  South- 
ern Pacific,  American  Brands,  Texaco 
and  our  old  friend  Garfinckel,  Brooks 
Brothers  (see  pane  70). 

A  dividend,  of  course  isn't  much  if  it 
is  about  to  be  cut,  so,  before  assembling 
the  list  on  this  page  our  statisticians  set 
some  tough  criteria:  The  dividend  had  to 
be  covered  twice  over  (or  close  to  it), 
while  yielding  at  least  7%. 


We  drew  tor  this  list  from  the  New 
York  Stock  Exchange,  from  the  Ameri- 
can Stock  Exchange  and  from  over-the- 
counter.  Its  no  collection  of  cats  and 
dogs.  Moreover,  with  dividends  amply 
covered — four  and  five  times  over  in 
some  cases — there  is  a  good  chance  that 
some  of  the  div  idends  will  be  raised  and 
the  yields  go  higher  still. 

Let's  hope  we're  not  doing  a  list  next 
year  with  yields  of  10%  or  better!  ■ 


Latest  12-  1977 
Yield  Month  %  Increase 

on         Indicated     Earnings  Dividend        in  Quarterly  Recent  1972-77 

Company                                     Common    Dividend'    Per  Share  Coverage           Div  Rate  Price         Price  Range  Industry 


NEW  YORK  STOCK  EXCHANGE 


General  Motors 

9.4% 

$6.55 

$11.13 

1.70 

none 

70 

84!/4-28% 

Automotive 

Bay  State  Gas 

8.7 

1.96 

3.75 

1 .91 

4% 

22% 

24%- 13 

Utility 

Soo  Line  Rail  Road 

8.6 

3.50 

6.89 

1 .97 

none 

40  % 

50  -24% 

Railroad 

Consolidated  Edison 

8.5 

2.00 

4.63 

2.32 

25 

23'/2 

27V2-  6 

Utility 

Southern  Calif.  Edison 

8.1 

2.00 

3.98 

1.99 

19 

24% 

31%-14% 

Utility 

Equitable  Gas 

8.0 

2.84 

6.23 

2.19 

9 

35% 

39  -20% 

Utility 

First  National  Boston 

8.0 

1.88 

3.62 

1.93 

none 

26% 

50  -19 

Banking 

Interlake 

7.9 

2.20 

3.91 

1.78 

none 

27% 

421/2-13,/8 

Steel 

OKC 

7.9 

1.20 

2.53 

2.11 

20 

15'/4 

21    -  7% 

Oil 

Swank 

7.9 

1.25 

2.60 

2.08 

none 

15% 

19V2-  3% 

Consumer  Prods 

Florirl.i  Pnw/pr  f~orn 

7.7 

2.28 

4.34 

1 .90 

9 

29V2 

541/4-10% 

Utility 

AlliM'h.mv  Corn 

7.6 

1 .05 

2.42 

2.30 

none 

1 3% 

15'/h-  6V4 

Diversified 

FiHplitv  tJnion  R^irw  orn 

■  ■  \j  Lin?    v.  iii  \j  1 1  u  4 1 1 1  v  \  1 1  i j 

7.6 

2.40 

4.58 

1 .91 

none 

31  % 

46  -22% 

Banking 

Monarch  Machine  Tool 

7!6 

l!50 

4!04 

2^9 

none 

19% 

27%-  8'/2 

Machine  Tool 

Stevens,  J. P. 

7.6 

1.20 

2.96 

2.47 

none 

15% 

26%-10 

Textiles 

Stop  &  Shop 

7.6 

1 .00 

2.58 

2.58 

none 

13% 

21  %-  7% 

Food  Chain 

Bundy 

7.5 

0.88 

1 .99 

2.26 

10 

1 1  % 

21%-  4% 

^tppl  Tuninp 

Chemical  New  York 

7^5 

3^00 

7.07 

2.36 

4 

40 

59V2-26V2 

Banking 

Equimark 

7.5 

0.88 

1.82 

2.07 

none 

11% 

25%-  7 

Banking 

Murphy,  G.C. 

7.5 

1.28 

2.77 

2.16 

7 

17 

27%-  9% 

Retail 

NICOR 

7.5 

2.32 

4.37 

1.88 

9 

30% 

33%-15 

Utility 

Shearson  Hayden  Stone 

7.5 

0.43 

2.30 

5.35 

none 

5% 

13%-  1% 

Brokerage 

Winter,  |ack 

7.5 

1.00 

2.52 

2.52 

25 

13'/4 

19V2-  2'/2 

Apparel 

American  Stores 

7.4 

2.10 

4.49 

2.14 

11 

28V2 

36%-1 1 

Food  Chain 

Beneficial  Corp 

7.4 

1.60 

3.37 

2.11 

10 

21% 

55%-11% 

Financial  Serv 

Budd 

7.4 

1.60 

6.11 

3.82 

33 

21V2 

23    -  7 

Automotive  Parts 

Charter  New  York 

7.4 

2.12 

5.09 

2.40 

6 

28% 

36%- 18 

Banking 

Fruehauf 

7.4 

2.00 

4.65 

2.33 

11 

26% 

45 'A- 13 

Automotive 

Southern  Pacific 

7.4 

2.40 

4.52 

1.88 

7 

32'/4 

52  -24% 

Railroad 

American  Bakeries 

7.3 

1.20 

2.85 

2.38 

20 

16Y2 

17%-  3'/8 

Baking 

Federal-Mogul 

7.3 

1.60 

4.42 

2.76 

7 

21% 

32%-11% 

Ind.  Components 

Goodyear  Tire 

7.3 

1.30 

2.99 

2.30 

18 

17% 

33V2-11% 

Tire  &  Rubber 

Talley  Industries 

7.3 

0.70 

1.78 

2.54 

17 

9% 

16%-  4% 

Consumer  Prods 

American  Brands 

7.2 

3.04 

5.31 

1.75 

4 

42% 

49'/4-30% 

Tobacco 

Arizona  Public  Service 

7.2 

1.68 

3.14 

1.87 

9 

2OV2 

25%-11% 

Utility 

Industrial  National 

7.2 

1.20 

2.61 

2.18 

none 

16% 

45    -  9% 

Banking 

Texaco 

7.2 

2.00 

3.53 

1.77 

none 

27% 

43%-20 

Oil 

Walgreen 

7.2 

1.10 

2.34 

2.13 

10 

15% 

28   -  9% 

Drug  Chain 

American  Tel  &  Tel 

7.1 

4.20 

6.78 

1.61 

11 

59% 

65%-39% 

Utility 

Continental  Croup 

7.1 

2.20 

4.40 

2.00 

11 

31 

37%-19V2 

Container 

Foote,  Cone  &  Belding 

7.1 

1.20 

2.34 

1.95 

11 

16% 

18V4-  5% 

Advertising 

Ford  Motor 

7.1 

3.20 

12.29 

3.84 

25 

45 

65%-23 

Automotive 

Mohawk  Rubber 

7.1 

1.20 

4.41 

3.68 

none 

17 

25%-  8% 

Tire  &  Rubber 

National  Distillers 

7.1 

1.60 

3.21 

2.01 

14 

22  Vi 

27'/2-12% 

Chems,  Liquor 

Peoples  Gas 

7.1 

2.76 

5.59 

2.03 

8 

38% 

40'/2-17% 

Utility 

Brown  Group 

7.0 

1.40 

2.87 

2.05 

8 

20% 

40%-13% 

Footwear 

Garfinckei,  Brooks  Bros 

7.0 

1.04 

2.29 

2.20 

none 

14% 

29%-  6% 

Apparel 

Goodrich,  B.F. 

7.0 

1.32 

5.13 

3.89 

18 

18% 

33%-12'/2 

Tire  &  Rubber 

Houdaille  Industries 

7.0 

1.05 

3.02 

2.88 

11 

15 

18%-  6 

Ind  Machinery 

'Includes  extras. 
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A  Swiss  airport  is 
one  of  the  best  parts  of 


a  Swissair  flight. 


When  you're  travelling  on  business, 
the  last  thing  you  need  is  to  waste  a 
lot  of  time  and  energy  getting  around  an 
airport. 

A  problem  that  can  be  neatly  avoided  if 
you  fly  Swissair  into  Geneva  or  Zurich. 

Because  Swiss  airports  are  just  as 
efficient  and  convenient  as  Swissair  flights. 

They're  logically  designed,  on  a 
manageable  scale,  so  that  everything  you 
need  is  just  a  short  walk  away. 

Including  clearly  marked  gates  for  all 
connecting  flights. 

The  Zurich  airport  alone  serves  6.4 
million  passengers  each  year.  Yet  it  has  one 
of  the  shortest  average  ^ 
connecting  times  of  any  *^ 
European  airport.  "*T 

4 


^£        40  airlines  have  500  flights 

a  day  to  every  major  city  in  the  world. 

Forty  minutes  for  inter-European  flights. 
Fifty  minutes  for  international  flights. 

In  Swiss  airports,  you'll  also  find 
numerous  conveniences  close  at  hand. 

Like  comfortable  chairs.  Places  to  eat 
(sumptuously,  if  you  like).  Places  to  sleep. 
Shower.  Conduct  business.  And  shop,  ror 
everything  from  the  freshest  fashions  to  the 
choicest  caviar. 


You  save  time  because 
we  cut  the  distance  between  gates. 

Another  major  advantage  of  Swiss 
airports:  each  is  the  only  airport  serving  its 
city.  So  you  never  have  to  travel  across  town 
to  connect  up  with  your  connecting  flight. 

And  because  Switzerland  is  in  the  center 
of  Europe,  40  international  airlines  fly  in  and 


Eat.  Sleep.  Shower.  Do  business.  It's  all  there. 

out  of  our  airports.  An  average  of  500  times 
a  day.  To  just  about  anywhere  you're  li  kely 
to  be  doing  business,  including  Eastern 
Europe,  the  Middle  East,  Africa  and  Asia. 

Swissair,  alone,  has  regular  and 
convenient  flights  to  90  cities  in  62  countries 
on  five  continents. 

Finally,  if  you're  stopping  in  Switzerland, 
you'll  be  happy  to  know  that  the  Zurich 
and  Geneva  city  centers  are  just  minutes 
away  from  their  respective  airports. 

So  fly  Swissair,  for  a  trip  that's  as 
comfortable  on  the  ground  as  it  is  in  the  air. 

For  reservations  and  information,  see 
your  Travel  Agent,  corporate  travel 
consultant,  or  your  local  Swissair  office. 

SWISSAIR) 

We  take  on  the  world's  most  demanding  business  travellers. 


"It's  salty  and  concise" 

What  does  a  magazine  mean  to  its 
readers?  We  asked  some  TV  Guide  readers 
in  Seattle  to  tell  us. 

Bill  Speidel  is  Mister  Seattle.  Author  of 
an  irreverent  history  of  the  city,  he  runs  under- 
ground tours  of  the  Pioneer  Square  area  he 
was  instrumental  in  restoring.  We  met  at 
his  "office"  a  window  table  at  Doc 
Maynard's  Saloon.  Bill  told  us,  "I've 
got  this  to  say  for  TV  Guide:  you 
know  what  they  said  when  they 
get  through  saying  it.  It's  salty  and 
concise.  It's  got  to  be,  as  far 
as  I'm  concerned.  I  don't 
have  time  for  pablurn' 


r , 

- 

Every  week,  TV  Guide  writes  about  television  in  a  way 
that  gives  44  million  American  adults  some  things  to  talk 
about,  laugh  about,  think  about. 

This  week  we'll  be  stirring  up  ideas  in  more  households 
than  any  other  magazine  can  reach.  Building  readership  and 


America  re 


"I'd  say  TV  Guide  was  in 
the  category  of  bread  and 
milk/  says  Randall  West,  vice 
president  of  Food  Giant  Stores. 
"I  consider  it  a  staple.  As  long 
as  the  quality's  there,  the 
demand  will  be  there!' 

"TV  Guide  has  kind  of  a 
twinkle  in  it','  agreed  Warren  and 
Roberta  Lewis  who  were 
expecting  their  fifth  child  when 
we  visited.  "The  writers  do 
have  personalities  that  are 
allowed  to  come  out.  There's 
behind-the-scenes  stuff  that 
gives  a  little  insight,  so  when 
you  watch  tv,  you  get  a  little  bit 
of  flavor." 

"I  like  the  feature  articles 
in  TV  Guide/  Chief  Mate  Bill 
Chappie  told  us  aboard  a  Seattle 
ferry.  Off  duty,  Bill  keeps  busy 
working  on  the  house  he  built 
for  his  family.  "Quite  often,  the 
articles  are  on  interesting  topics 
I  don't  read  much  else  about 
other  than  in  TV  Guide" 

"I've  been  aware  that  the 
editorial  policy  of  TV  Guide  is 
attempting  to  be  more  informa- 
tive',' says  Donald  Foster,  owner 
of  the  Foster/White  Art  Gallery 
and  a  prominent  figure  on 
Seattle's  cultural  scene.  "It's 
just  got  to  have  an  enormous 
impact  on  people's  lives. 
I  think  it's  going  in  the  right 
direction.  It  is  serving  a  great 
need'.' 


Statistical  Spotlight 


Latest  1  2- 

1977 

Yield 

Month 

%  Increase 

on 

Indicated 

Earnings 

Dividend 

in  Quarterly 

Recent 

1 972-77 

Company 

Common 

Dividend  * 

Per  Share 

Coverage 

L7IV  l\die 

Price 

Price  Range 

Industry 

NEW  YORK  STOCK  EXCHANGE 

\4#  Mt'il  Corn 

7.0 

0.80 

2.02 

2.53 

none 

1 1  % 

201/4-  6% 

Ind  Machinery 

Norlin 

7.0 

1.40 

4.36 

3.1 1 

12 

19% 

27%-12'/2 

Mus  Instrmts 

7.0 

1.30 

3.70 

2.85 

18 

1  8% 

21%-  6% 

Textiles 

UARCO 

7.0 

1.30 

3.09 

2.38 

none 

18% 

28  -13V4 

Business  Forms 

West  Point-Pepperell 

7.0 

2.40 

5.58 

2.33 

none 

34V2 

42%-17% 

Textiles 

OVER  THE  COUNTER 

Dt*  Beers  Consol  Mines 

10.2 

0.37 

0.98 

2.65 

none 

3% 

9%-  2Vb 

Mining 

Atl.int.i  C\  is  I  ieht 

8.4 

1 .28 

2.88 

2.25 

3 

15V4 

20   -  8V2 

Utility 

Mississippi  Valley  Gas 

8.4 

1.40 

3.67 

2.62 

9 

16% 

18%-  7 

Utility 

Mobile  Gas  Service 

8.0 

1.32 

3.08 

2.33 

3 

I6V2 

18   -  8'/2 

Utility 

Girard  Co 

7.6 

3.24 

7.54 

2.33 

none 

42% 

59%-28'/2 

Banking 

Industrial  Valley  Bank  &  Tr 

7.6 

2.00 

3.92 

1.96 

none 

26'/4 

40%-17V2 

Banking 

Centran 

7.5 

1.90 

4.52 

2.38 

6 

25'/2 

30  -14% 

Banking 

First  Commercial  Banks 

7.5 

1.10 

2.57 

2.34 

10 

14% 

22V4-  9'/2 

Banking 

Beeline 

7.4 

0.50 

1.08 

2.16 

none 

6% 

91/2-  3% 

Appa  rel 

CBT 

7.4 

2.60 

4.93 

1.90 

none 

35 

59  -23V2 

Banking 

First  Hawaiian 

7.4 

1.60 

3.44 

2.15 

none 

2IV2 

35%-14% 

Banking 

Woodward  &  Lothrop 

7.3 

1.70 

4.82 

2.84 

21 

23% 

37   -  9'/8 

Retail 

Southwestern  Drug 

7.2 

0.72 

1.57 

2.18 

none 

10 

14V8-  6 

Drug  Wholesaler 

Philadelphia  Nat'l 

7.1 

2.10 

4.91 

2.34 

none 

29% 

52V2-19V4 

Banking 

Suburban  Bancorp 

7.1 

1 .20 

2.49 

2.08 

none 

17 

31%-14'/4 

Banking 

American  Filtrona 

7.0 

0.72 

1.57 

2.18 

16 

10 'A 

13V8-  5% 

Synthetic  Fibers 

AMERICAN  STOCK  EXCHANGE 

Providence  Gas 

8.2 

0.84 

2.01 

2.39 

5 

10V4 

11%-  7V2 

Utility 

Brascan  Ltd 

8.1 

0.97 

4.87 

5.02 

none 

12 

20'/2-  9% 

Utility 

Maine  Public  Service 

8.1 

1.52 

3.51 

2.31 

9 

18% 

19%-  8% 

Utility 

Depositors  Corp 

7.5 

1.52 

3.72 

2.45 

3 

20% 

24%-13'/4 

Banking 

City  Gas  Co  Fla. 

7.0 

0.84 

2.02 

2.40 

24 

12 

13%-  3% 

Utility 

'Includes  extras. 


E.  I.  du  Pont  de  Nemours  &  Company 

has  acquired 

Christiana  Securities  Company 


The  undersigned  acted  as  financial  advisor 
to  E.  I.  du  Pont  de  Nemours  &  Company  in  this  transaction. 


The  First  Boston  Corporation 


NEW  YORK  ATLANTA  BOSTON  CHICAGO  CLEVELAND 

DALLAS  LOS  ANGELES  PHILADELPHIA  PITTSBURGH  SAN  FRANCISCO 

LONDON    ATHENS    CALGARY    GENEVA    MELBOURNE    MONTREAL    TOKYO  ZURICH 
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"'Where  will  the  Southern  be 
when  the  railroads  get  their 
143%  increase  in  traffic?" 

VV.  C.  Resseau,  Rail  Gang  Supervisor,  Southern  Railway 

According  to  the  federal  government,  the  railroads  are  in  for  a  lot  of 
growth  by  1990. 

Freight  ton-miles  will  increase  by  143%.  And  the  railroads'  share  of 
market  will  go  up  to  42%. 

This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads:  That 

we're  a  dying  business. 
Far  from  it. 

Nine  out  of  the  ten  top  U.  S.  railroads  consistently  make  a  profit.  The 
Southern  Railway  has  made  a  profit  every  year  for  the  past  38  years. 

So,  when  this  big  increase  in  traffic  hits,  we  stand  to  do  pretty  well. 

How  well?  The  president  of  the  Southern  Railway  is  a  lot  better 
equipped  to  tell  you  about  that  than  I  am. 


r 


Southern's  automated  machinery  laying  welded 
rail  near  Valdosta,  Ga.  Manufactured  in  quarter- 
mile  lengths,  and  welded  together  on-site,  this 
continuous  rail  is  ideally  suited  to  the  fast, 
heavy  traffic  of  the  future. 


"On  top!' 


L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  200K 

All  you  hear  about  the  railroads  these  days  is  that  we're 
declining  and  about  to  go  under.  But,  actually,  we're  in  for  a 
big  upsurge  in  traffic.  And  I'm  going  to  see  that  we're  on  top 
of  it  when  it  comes. 

First,  because  we're  in  a  service  business.  The  only  thinj 
we  have  to  sell  is  safe,  on-time  delivery  of  the  goods.  And, 
second,  because  we're  in  this  business  to  make  money.  And  th 
only  way  to  do  that  is  to  give  better  and  better  service. 
We  have  no  doubt  that  these  increases  in  freight  volum< 
are  on  the  way.  So  we're  getting  ready.  Right  now. 

For  instance,  we're  putting  in  welded  rail,  like 
you  see  here,  throughout  the  system.  This  year  we 
plan  to  lay  about  400  miles  of  it.  And  already  more 
than  half  our  most  heavily  used  lines  have  this 
smoother,  more  reliable  track. 

But  I  said  we'll  be  on  top.  Does  that  mean 
we'll  get  the  lion's  share  of  these  new  increases? 
Maybe.  But  you  can  be  sure  that,  whatever  happens 
I'm  going  to  see  that  we're  on  top  in  the  two  ways 
that  count:  in  service  and  in  profitability.  Because 
we're  not  going  broke,  we're  going  for  broke. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


Consumer  Resistance 


IFS  explains  its  problems  by  saying  that 
people  aren't  dying  the  way  they  used  to. 


Flash  back  now  to  1967  and  the 
df earns  of  Paul  G.  Hamilton  and  his 
partners.  With  three-quarters  of  a  mil- 
lion in  capital,  they  went  searching  for  a 
corporate  concept  with  which  to  join  the 
merry  making  millions  on  Wall  Street  in 
the  late  Sixties. 

But  what  kind  of  a  concept?  Some- 
thing different  was  needed.  Something 
fundamental.  Something  very  simple. 
There  is  nothing  simpler  or  more  funda- 
mental than  death  and  taxes.  H&R  Block 
had  already  cornered  the  tax  market,  but 
there  was  still  death.  The  result — you 
guessed  it — was  a  company  now  named 
IFS  Industries,  ne'e  International  Funer- 
al Services  Industries. 

First,  Hamilton,  55,  a  former  funeral 
director  who  is  now  IFS  chairman  and 
chief  executive  officer,  bought  some 
small  independent  funeral  homes  in 
Omaha,  Neb.  "The  death  rate  then  was 
higher  than  it  is  today,"  says  Robert 
Williams,  then  a  young  corporate  law- 
yer, now  just  37  and  the  president  of 
IFS.  Then  they  bought  Dried  Whey 
Inc.,  a  processor  of  feed  for  pigs  and 
hogs.  Why  whey?  "We  weren't  sure  of 
our  direction,"  says  Chairman  Hamilton. 
"But  as  the  business  progressed,  the  op- 
portunities that  presented  themselves 
were  funeral  homes." 

The  opportunities  were  plentiful.  Fu- 
neral homes  traditionally  have  been 
passed  on  from  father  to  son.  But  after 
the  Sixties  many  undertakers'  sons  want- 
ed out.  IFS  bought  up  funeral  homes  at  a 
rate  of  27  a  year,  paying  with  borrowed 
cash,  and  ended  up  operating  17  ceme- 
teries and  102  funeral  homes  in  the  U.S. 
and  Canada.  Whenever  possible,  ac- 
quired managements  were  kept  intact — 
in  the  undertaking  business  goodwill  is 
as  tangible  an  asset  as  good  driving — but 
IFS  also  developed  its  own  training  pro- 
grams for  embalmers  and  funeral  direc- 
tors. Sometimes  a  good  prospect  was 
granted  a  scholarship  to  an  undertakers 
school. 

Between  1968  and  1972  IFS  grew 
from  a  $3-million  company  to  a  $28- 
million  company.  Its  earnings  grew 
apace  and  IFS  became  a  hot  stock.  (As 
late  as  1970  it  sold  as  high  as  25 — ten 
times  book  value,  56  times  earnings.) 
The  reason:  The  world's  first  internation- 


al grave  digger  found  that  it  could  bene- 
fit from  the  economies  of  scale.  Around 
Roanoke,  Va.,  where  it  operated  five 
funeral  homes,  only  two  employees  were 
needed  for  night  duty  in  place  of  five.  Its 
own  hearse  drivers  could  cover  two, 
sometimes  three  funerals  in  one  day. 
Besides,  the  death  rate  was  supposed  to 
increase  2.5%  a  year  through  1980. 

Alas,  it  was  all  too  good  to  be  true. 
"People  make  a  mistake  when  they  think 
that  a  license  to  bury  the  dead  is  a  li- 
cense to  coin  money,"  moans  Williams. 
Even  with  its  economies,  IFS  had  to  put 
up  with  the  funeral  industry's  lack  of 
predictability  in  the  face  of  high  fixed 
costs.  "The  only  thing  that  we  can  pre- 
dict," says  Williams,  "is  that  people  die 
at  a  faster  rate  after  a  change  to  bad 
weather  and  after  the  holidays."  Then 
there  is  the  increasing  number  of  no- 
casket,  low-profit  cremations — especial- 
ly in  Florida  and  California,  where  cre- 
mations make  up  nearly  30%  of  body 
disposals. 


". . .  'People  die  at  a  faster 
rate  after  the  holidays  and  a 
change  to  bad  weather' . . ." 


What  probably  was  predictable  was 
that  IFS'  investors  would  be  sorely  dis- 
appointed. After  an  initial  spurt,  earn- 
ings leveled  out  and  net  income  has  nev- 
er gotten  back  to  the  1973  peak  of  $1.9 
million;  in  the  fiscal  year  that  ended 
Mar.  31,  net  income  was  only  $1.8  mil- 
lion. The  stock,  which  reached  a  peak  of 
$25  in  1970,  currently  brings  $2  and 
change.  In  fact,  IFS  isn't  even  the  na- 
tion's biggest  funeral  operator  any- 
more— Service  Corp.  International  of 
Houston  is  now  twice  as  big. 

Contrary  to  all  forecasts,  the  death 
rate  had  gone  flat.  "It  was  9.8  deaths  per 
1,000  people  in  1968,"  says  a  wiser  Wil- 
liams. "Today  it  is  just  nine  per  thou- 
sand— and  it  has  been  lower  than  that." 
With  revenues  moping  along  at  $36.7 
million  for  1976  and  funeral  homes  being 
bought  up  at  only  half  the  pace  they 
were  in  1970 — despite  $55  million  in 
cash  on  the  IFS  balance  sheet — it  might 


appear  that  IFS  may  have  soured  on  its 
once  beguiling  concept.  "Not  at  all,"  cor- 
rects Williams.  "The  Census  Bureau 
predicts  a  10.5%  death  rate  by  1985." 

Although  he  retains  his  position  on  the 
IFS  board,  Williams  will  step  down  as 
company  president  on  Dec.  31  rather 
than  follow  its  recent  move  from  Des 
Moines  to  San  Diego.  All  those  folk  who 
failed  to  depart  this  world  on  schedule 
will  eventually  come  around,  but  Wil- 
liams apparently  doesn't  have  the  pa- 
tience to  wait.  ■ 
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SERVE  US  YOUR  TOUGHEST  BANKING  PROBLEM!  At  North  America  solving 
your  toughest  banking  problem  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
closely  with  you  to  find  solutions  to  your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
Money  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
assets  of  over  $3.4  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
service  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
company  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
the  winning  solution. 


CjT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  FINANCIAL  CORPORATION 


The  Best  Defense  ... 


Tulsa's  Williams  Cos.  became  big  by  boldly  expanding  and  taking  on  debt. 
In  spite  of  a  slump  in  its  vital  fertilizer  business,  it's  still  expanding, 
but  debt  won't  play  as  big  a  role  this  time. 


Most  businessmen  would  be  pulling  in 
their  horns  about  now,  but  John  H.  Wil- 
liams, 59,  of  Tulsa,  Okla.  is  not  most 
businessmen.  If  he  were,  he  wouldn't  be 
where  he  is  today — very  rich  and  very 
successful.  Six  years  ago  his  Williams 
Cos.  bought  up  fertilizer  plants  that 
companies  like  Conoco  and  Gulf  didn't 
want,  pyramiding  $396  million  dollars  in 
debt  on  $209  million  in  equity  capital. 
The  gamble  paid  off  for  this  pipeline 
construction  outfit.  Fertilizer  boomed 
with  food  prices,  and  the  book  value  of 
Williams  Cos.'  stock  soared  from  under 
$9  all  the  way  to  $25,  while  earnings  rose 
from  $1.65  a  share  in  1970  to  $5.11  in 
1975;  by  the  latter  year  Williams  Cos.' 
cash  flow  was  almost  quadruple  what  it 
had  been  in  1970. 

The  fertilizer  market  has  since  col- 
lapsed, and  Williams'  earnings  dropped 
more  than  50%  last  year.  This  year  will 
be  somewhat  better — maybe  $2.70  a 
share,  but  nothing  like  1975.  It  would 
have  seemed  a  good  time  for  Williams  to 
consolidate.  But  that  wouldn't  be  John 
Williams.  He  is  expanding  his  company 
all  over  the  place.  To  wit: 

•  Williams  Cos.  was  a  leading  mem- 
ber of  the  consortium  that  bought  Pea- 
body  Coal  from  Kennecott  Corp. 

•  Williams  recently  announced  plans 
to  double  its  urea  ammonium  nitrate 
solution  production  at  its  Verdigris, 
Okla.  plant.  That's  on  top  of  a  recent 
doubling  of  ammonia  capacity. 

•  In  September  Williams  agreed  to 
acquire  Rainbow  Resources,  a  Wyoming 
oil  and  gas  exploration  company  with  4 
million  acres  in  the  Rocky  Mountain  re- 
gion for  about  $40  million  in  stock. 

•  Williams  has  spent  nearly  $200  mil- 
lion on  its  Williams  Exploration  subsid- 
iary in  the  last  three  years,  a  business  it 
wasn't  even  in  four  years  ago. 

•  The  company  has  spent  $40  million 
in  1977  to  expand  its  8,300-mile  inter- 
state pipeline  system  and  built  a  new 
150-mile  intrastate  natural  gas  pipeline 
in  Louisiana. 

•  Finally,  by  July  1978  Williams  will 
have  completed  the  major  phase  of  the 
Williams  Center,  a  real  estate  complex 
in  downtown  Tulsa.  Eventual  total  cost: 
over  $200  million. 


On  all  this  and  other  spending,  Wil- 
liams' debt,  which  had  begun  dropping 
in  1973,  has  since  soared  again.  On  the 
balance  sheet  alone  it  amounted  to  $677 
million  at  the  beginning  of  1977,  up  $277 
million  in  three  years.  Off  the  balance 
sheet  there  is  more  debt,  about  $100 
million  worth  that  is  in  the  form  of 
uncapitalized  leases.  Once  again,  Wil- 
liams Cos.'  total  debt  exceeds  its  stock- 
holders' equity. 

What  makes  Williams  run? 

"They  said  we  were  crazy  when  we 
went  out  in  1971  and  1972  and  bought 


Benefits:  The  Williams  Center  complex 
should  bring  nice  returns — financial 
and  aesthetic — to  Williams  and  Tulsa. 


the  fertilizer  operations  that  nobody  else 
wanted,"  says  John  Williams,  smiling. 
"They  said  the  same  thing  when  we  sup- 
posedly paid  too  much  for  our  pipeline 
business  back  in  the  Sixties.  Yet  both 
were  beautiful  buys. 

"We  know  what  we're  doing.  We're 
not  getting  in  over  our  heads. 

"We  see  opportunity  in  upgraded  ni- 
trogen products  like  urea  and  urea  am- 
monium nitrate  solution." 

Williams  is  betting  that  fertilizer 
prices  will  improve,  although  not  back 
up  to  their  peak  1975  levels.  Ammonia  is 
down  from  $180  a  ton  to  $125.  Diam- 
monium  phosphate  from  $190  to  $125. 
With  modern  plants  and  low-cost  natural 
gas,  Williams  is  betting  it  can  make  out 
well  in  this  competitive  business. 

If  it  takes  a  long  time  for  prices  to 
improve,  Williams  has  a  considerable 
fallback  position.  The  pipeline  business, 
which  carries  all  sorts  of  products  over  a 
12-state  area  from  Oklahoma  northeast 
to  Ohio  and  north  to  Minnesota,  will 
have  a  banner  year  in  1977.  It  has  been 
granted  two  rate  increases  totaling 
13.2%,  and  more  products  will  flow 
through  this  year  and  next.  Thus  earn- 
ings should  rise  between  now  and 
1980 — to  over  $60  million  pretax. 

Williams  Energy  Co.,  which  markets 
oil  and  liquefied  petroleum  gas,  is  also 
prospering  since  its  1971  acquisition  of 
Suburban  Co.  Williams  newest  business 
is  Williams  Exploration — which,  in  addi- 
tion to  exploring  for  oil  and  gas,  owns  the 
natural  gas  pipeline  in  Louisiana.  This 
year  Exploration  will  show  its  first  real 
profits,  on  $80  million  in  revenues.  John 
Williams'  cousin  Joe  Williams  told  ana- 
lysts last  February  that  "by  1980  Wil- 
liams Exploration's  operating  earnings 
could  exceed  $50  million."  Joe  Williams 
qualifies  that  claim  because  the  Financial 
Accounting  Standards  Board  now  insists 
that  companies  report  earnings  on  a 
more  conservative  full-cost  accounting 
basis  in  the  future.  Says  Joe:  "All  it 
means  is  that,  on  a  reported-profits  ba- 
sis, it  will  take  us  another  several  years 
to  do  it.  However,  on  a  cash-flow  basis, 
we  will  have  exceeded  that  figure  in 
1980." 

What  about  Peabodv  Coal?  It  was  a 
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One  business  phone 
generated  $133,000 
in  additional  revenues 
in  a  10-week  test. 

)oes  that  say  something  to  you? 


A  lot  of  businesses  today  have  a  new  way  of 
looking  at  what  the  phone  can  do. 

They've  learned  to  think  of  it  as  an  investment 
that  increases  revenues,  rather  than  as  a  business 
expense. 

This  has  brought  profitable  results  in  all  sorts  of 
cases. 

Take  the  lodging  industry,  for  instance. 
The  Bell  System  has  produced  programs  which 
ease  the  weekend  and  holiday  dropoffs  in  business, 
sell  conference  room  usage,  and  even  increase  the 


room  service  order. 

In  one  recent  10-week  demonstration  program 
at  a  725-room  hotel,  a  phone  program  generated  an 
additional  $133,000  in  revenues. 

These  revenues  would  have  been  lost  forever 
without  a  telephone  program. 

Nor  are  these  figures  unusual. 

Once  you  see  how  a  phone  program  operates, 
you  will  understand  why  it  can  produce  sucn  profit- 
able results. 

Phone  programs  have  been  used  across  many 
industries.  Tnese  programs  have  had  successes  in 
increasing  sales  with  present  accounts,  opening  new 
accounts,  speeding  up  the  order  and  inquiry  cycle, 
improving  customer  service,  and  collecting  past  due 
accounts. 

A  Bell  Account  Representative  can  help  you 
in  any  of  these  areas,  no  matter  what  your  com- 
pany size. 

In  establishing  a  phone  program,  Bell's  wealth 
of  experience,  which  can  be  of  invaluable  service  to 
you,  is  available  free. 

If  all  this  says  something  to  you— if  you  want 
more  information— send  in  the  coupon.  Or  call 
toll-free. 

The  system  is  the  solution. 

800-821-2121 

(except  in  Alaska  or  Hawaii).  In  Missouri  call  800-892-2121. 

Bell  System  Sales  Center     □  Handling  Inquiries 
811  Main  Street  □  Opening  New  Accounts 

Kansas  City.  Missouri  64141  □  Collecting  Overdue  Accounts 
□  Selling  Existing  Customers 


Name  

Title  

Company. 
Street  


City_ 


State 


Zip  Code- 


Area  Code 


.Business  Phone  No.. 


026-005 


(2^)  Bell  System 


John  H.  Williams:  Though  he'll  be  re- 
tiring in  favor  of  cousin  Joe  Williams, 
he'll  watch  over  family  investments. 


jmixed  blessing  for  Kennecott.  Through 
Peabody  Holding  Co.,  Williams  now 
owns  27.5%  of  it,  with  the  rest  belonging 
to  Newmont  Mining  Corp.  (27.5%), 
Bechtel  Corp.  (15%),  Boeing  Co.  (15%), 
Fluor  Corp.  (10%)  and  Equitable  Life 
(5%).  What  makes  Williams  and  its  part- 
ners think  they  can  do  better  than  Ken- 
necott did?  Even  before  its  takeover, 
Peabody's  management  began  to  renego- 
tiate some  existing  coal  contracts.  John 
Williams  suggests  that  the  new  owners 
will  be  pushing  even  harder  on  other 
long-term  customers  who  have  been  get- 
ting coal  at  very  favorable  prices:  "If  they 
expect  us  to  invest  in  new  mines,  they 
know  they'll  have  to  let  us  earn  a  decent 
return  on  existing  operations,"  Williams 
says.  With  better  prices  on  long-term 
contracts  and  new  production  coming 
onstream,  Peabody  should  be  able  to 
earn  considerably  more  in  1980  for  Wil- 
liams Cos.  than  last  year's  depressed  $31 
million.  That  should  help  somewhat  to 
bridge  any  earnings  gap  if  the  fertilizer 
pickup  is  delayed.  The  Peabody  deal 
itself — costing  $1.1  billion — is  so  struc- 
tured that  should  the  coal  company  run 
into  temporary  problems,  the  financial 


burden  on  its  new  owners  would  not  be 
excessive.  And  in  the  meantime,  there 
are  9  billion  tons  in  Peabody's  coal  re- 
serves—making Williams'  share  alone 
2.5  billion  tons,  nearly  100  tons  per  Wil- 
liams share  outstanding. 

At  the  end  of  next  year,  well  before  all 
this  comes  to  fruition,  John  Williams  is 
planning  to  step  down  as  chairman  and 
CEO.  He  will  be  succeeded  by  his  cous- 
in Joe,  44,  Yale  '56,  who  rose  through 
various  divisions  to  his  present  position 
as  president  and  chief  operating  officer. 
Only, one  of  John's  three  sons  joined  the 
company,  and  that  was  a  year  ago.  "My 
feeling  that  Joe  could  handle  the  job  has 
been  fortified  in  recent  years,"  John 
says.  "That's  why  I'm  retiring;  26  years  of 
running  a  company  is  enough.  Time  for 
fresh  people  and  ideas!" 

Impressive  years  they  have  been. 
John  Williams  was  ten  years  out  of  Yale 
when,  in  1950,  he  and  his  brother 
Charles  bought  their  uncle's  small  pipe- 
line construction  firm  for  $25,000  and  $3 
million  in  notes.  Williams  Cos.'  assets 
are  now  near  $2  billion.  It  didn't  get 
there  by  stopping  and  consolidating  ev- 
ery time  things  got  rough.  ■ 


Tulsa:  The  City  That  Studhorse  Notes  Helped  To  Build 


Until  1902,  when  wildcatters  turned 
it  into  an  oil  capital,  Tulsa  was  a 
sleepy  cow  town.  Later,  in  the  1920s, 
"studhorse  notes" — a  term  borrowed 
from  Pennsylvania  farmers  who  ex- 
changed IOUs  to  acquire  studs  for 
breeding  stronger  workhorses — be- 
came an  important  spur  to  the  econo- 
my. Today,  the  city  is  booming  again, 
and  studhorse  notes  of  a  modern  sort 
have  played  a  key  role. 

Studhorse  notes?  Sure.  It's  the  lo- 
cal slang  for  written  agreements 
among  gentlemen  of  the  city's 
wealthiest  families — Skellys,  Phillips, 
Warrens,  LaFortunes,  Mabees, 
Chapmans  and  Gilcreases — and  local 
government.  For  example,  back  in 
the  Twenties,  rich  Tulsans  figured 
the  city  needed  an  airport.  After  all, 
Oklahoma  City  had  one.  So  a  stud- 
horse note,  pledging  their  own  assets, 
was  issued  by  the  local  gentry  and  a 
bond  issue  was  later  floated.  Then  in 
the  1950s  wealthy  Tulsans  once  again 
took  out  a  note  to  get  an  88-mile 
turnpike  to  Oklahoma  City  started. 

Most  recently  it  has  been  an  inland 
port  and  a  face-lift  that  Tulsa  has 
bought  itself.  The  port  is  on  a  river,  the 
$1.2-billion,  448-mile  Arkansas  River 
Navigation  System  that  links  Tulsa  (via 
the  Tulsa  Port  of  Catoosa,  15  miles  from 
downtown)  with  the  Mississippi  River 
and  so,  practically,  with  the  rest  of  the 
country.  The  face-lift  is  a  $350-million 
downtown  complex  complete  with  a 


52-story  bank  building  and  performing 
arts  center.  Much  of  the  impetus  for 
the  arts  center  came  from  the  Williams 
family  (see  story)  and  a  few  wealthy 
Tulsans  who  kicked  in  $9  million, 
matching  public  contributions.  For 
that  they  got  two  theaters  named  after 
them.  Williams  also  wound  up  with  an 
option  on  nine  blocks  of  prime  real 
estate  for  $3.7  million — which  should 
prove  a  bargain. 

The  result  of  this  cohesive  booster- 


Buried  Treasure:  No  oil  wells  are  vis- 
ible in  Tulsa's  skyline,  but  the  city's 
wealth  today  largely  stems  from  them. 


ism  is  that  Tulsa  today  is  more  than  an 
oil  and  gas  town.  Aviation,  aerospace, 
metals  fabricators  and  data  processing 
firms  have  settled  there.  Its  popula- 
tion is  350,000.  Low  per-capita  debt  of 
$1.29  per  $100  of  property  valuation 
has  won  its  bonds  an  AA  rating. 

Indeed,  it's  all  a  little  like  that  most 
famous  of  reborn  cities,  Pittsburgh. 
However,  Tulsa  was  never  a  large 
mess  that  needed  resurrection.  And  it 
was  said  that  it  was  a  matter  of  Re- 
publican money  and  Democratic 
brains  in  Pittsburgh:  a  reference  to 
the  collaboration  of  superrich  Richard 
King  Mellon  and  Mayor  David  Law- 
rence. In  Tulsa  the  brains  and  the 
money  merge.  Though  registered 
Democratic,  Tulsa  usually  votes  Re- 
publican. Republican  Mayor  Robert 
J.  LaFortune,  50,  is  scion  of  one  of 
the  town's  wealthiest  families. 

As  a  matter  of  fact,  it  was  his  father, 
the  late  Joseph  A.  LaFortune  Sr., 
who  gave  Tulsa  its  biggest  county 
park.  "It  seems  William  K.  Warren 
built  the  city  a  hospital  in  1960.  War- 
ren and  LaFortune  were  archrivals. 
About  that  time,  LaFortune  bought 
half  a  square  mile  of  land  near  the 
hospital  and  turned  it  into  a  park.  A 
probably  apocryphal  story  has  it  that 
the  elder  LaFortune  exulted:  "It  may 
be  his  hospital,  but  every  time  folks 
look  out  of  it,  they're  going  to  see  my 
park! '  The  mayor  hotly  denies  the 
story  but  townspeople  keep  telling  it. 
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How  we  started  as 
number  one  in  the  Pacific 
and  why  we  still  are. 


In  1935,  Pan  Am  was 
the  first  airline  to  fly  across  the 
Pacific.  We  started  with  one  flight, 
on  our  famous  China  Clipper.  For  years,  it  was  the  only 
way  to  fly  to  the  Orient  and  South  Pacific. 

42  years  later,  many  frequent  travelers  still  consider 
it  the  "only  way"  to  fly  there.  Probably  because  we  fly  to 
more  than  15  major  cities  in  the  Orient  and  South  Pacific. 
And  totally  to  more  places  in  the  Pacific  from  the  U.S. 
than  any  other  airline.  Not  to  mention  that  every  flight 
across  the  Pacific  is  a  comfortable  and  spacious  747  or 


747  SP.  (Which  also  means  there's  plenty  of  room  for  your 
cargo.) 

And  because  we  have  so  many  non-stop  flights,  no 
matter  where  you  live  in  America  you're  probably  just  one 
stop  away. 

The  only  non-stop  to  Hong  Kong. 

We  have  3  non-stop  747  SPs  a  week  from  San  Fran- 
cisco to  Hong  Kong.  And  all  our  flights  continue  on  to 
Bangkok.  (There's  also  daily  one-stop  747  service  from 
New  York  and  San  Francisco.) 

3  non-stops  a  day  to  Tokyo. 

We  have  the  only  non-stops  to  Tokyo  from  New  York 
and  Los  Angeles.  We  also  have  a  non-stop  every  day  from 
San  Francisco  and  another  flight  from  Los  Angeles  which 
makes  one  stop  in  Honolulu. 

And  once  you  arrive  in  Tokyo  we  have  continuing 
service  to  Osaka  or  Hong  Kong.  Or  we'll  arrange  conve- 


nient connections  to  most  other  major  cities  in  the  Orient. 
The  only  non-scop  to  Auckland.  And  the  only 
non-stop  back  from  Sydney. 

We  have  5         non-stop  flights  a  week  from 
the  West  Coast  to    ^gjj^Auckland.  Each  continues  on  to 
Sydney  and  Mel 
bourne.*And  when 
you're  returning,  we 
have  the  only  non-stops  from  Australia  and  New  Zealand 
to  the  West  Coast. 

Take  advantage  of  our  "Executive  Express." 

Together,  Pan  Am  and  American 
Express,  developed  the"Executive 
Express" service  to  the  Pacific. 

It  was  designed  especially  for  the 
business  traveler  who  wants  the  best  in 
hotel  comfort,  value,  and  service. 
(That's  why  we  chose  Inter-Continen- 
tal* and  Hilton  International  Hotels.) 
The  value  vouchers  included  in  "Exec- 
utive Express"entitle  you  to  many  extras 
and  preferred  service  from  the  hotels. 

And  for  those  going  to  the 
Orient,  for  a  little  extra  we'll  make  up 
your  own  business  card  in  Chinese  and 
Japanese.  (A  small  price  to  pay  for  the 
big  impression  it  will  make.) 

Naturally,  you  can  charge  your 
trip  on  the  American  Express*  Card. 
It's  welcomed,  you  know,  everywhere  in 
the  Orient  and  Pacific.  Of  course,  you 
can  also  extend  payment  on  your  Pan 
Am  trip  with  the  American  Express 
Card  "Sign  and  Fly"® plan.  The  American  Express  Card. 
Don't  Leave  Home  without  it.SM 

In  case  you  don't  have  a  card,  now's  the  time  to  make 
all  your  f  uture  travels 
a  lot  more  convenient. 
And  the  costs  a  lot  easier 
to  manage.  Just  pick  up 
an  application  wherever 
the  American  Express 
Card  is  welcomed. 

For  more  informa- 
tion and  reservations,  see  your  travel  agent  or  your 
corporate  travel  manager. 


Americas  airline  to  the  world. 


*  Service  to  Melbourne  3  times  a  week. 


Last  year  we  helped 

Icick  field  goals  ra 


It  happened  at  the  Field  Goal  Kicker  exhibit  in  the 
Green  Bay  Packer  Hall  of  Fame.  It's  just  one  of  the 
exciting  exhibits,  all  of  which  were  planned,  design 
and  constructed  by  one  of  our  companies, 
Greyhound  Exhibitgroup.  We  arranged  it  so  that 
when  fans  kick  a  regulation  NFL  football,  a  perfect 
kick  will  result  in  the  roar  of  the  crowd. 

The  same  expertise  which  enabled  us  to  bring  this 
museum  to  life  with  creative  lighting  effects,  lifelike 
statues  and  multi-media  displays,  is  regularly  used  to 
design  convention  exhibits,  floats  and  entire  business 
shows.  Whatever  an  organization  or  business  wants 
to  show  the  public,  we'll  find  the  best  way  to  present  it 

Exhibits  and  displays— one  of  the  many  ways  we're 
meeting  people's  needs. 


ill  ^Mll 


0,000  people 
fpe  Packers. 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 
Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 

Carey  Transportation 

Gray  Line  of  New  York 

Gray  Lin  i  of  San  Francisco 

Greyhound  Airport  Services 

Greyhound  World  Tours 

Loyal  Travel  Service 

Motor  Coach  Industries 

New  Mexico  Transportation 

Red  Top  Sedan  Service 

Royal  Hawaiian  TranspoTation 

Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING  -  FINANCING  -  COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Bucilla  Company 
Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Faber  Enterprises 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Re^taura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Greyhound  Exposition  Services 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 
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The  Holiday  Gift 
of  a  Century 


Forbes  Invites  You 

To  Give 
Nineteenth  Century 

NINETEENTH  CENTURY  is  the 
lavishly  illustrated  quarterly  maga- 
zine of  the  arts  of  the  century  past 
now  published  by  Forbes  for  The 
Victorian  Society  in  America.  Many 
full  color  illustrations  and  articles 
by  leading  experts  make  NINE- 
TEENTH CENTURY  a  unique  and 
exciting  record  of  arts,  antiques  and 
culture  of  one  of  the  richest  periods 
of  American  and  European  history. 
Other  features  including  regular 
auction  exhibition  and  book  reviews 
make  NINETEENTH  CENTURY 
a  must  for  those  who  wish  to  broaden 
their  appreciation  of  fine  things. 
NINETEENTH  CENTURY  is 
available  exclusively  through  mem- 
bership in  The  Victorian  Society  in 
America.  Gift  memberships  with  a 
one  year  subscription  to  NINE- 
TEENTH CENTURY  are  available 
at  $15.00.  Memberships  ordered  now 
will  also  include  a  monthly  Bulletin. 
book  discounts  and  invitations  to  the 
Society's  Annual  Meetings,  Autumn 
Symposium,  Study  Tours  and  Sum- 
mer Schools.  A  handsome  Louis 
Prang  chromolithograph  card  will 
announce  your  thoughtful  gift. 
Why  not  complete  the  coupon  below? 
Indulge  your  discerning  friends  (and 
yourself!). 

Mail  this  coupon  and  make  checks 

payable  to: 
The  Victorian  Society  in  America 
East  Washington  Square 
Philadelphia,  Pennsylvania  19106 

Send  NINETEENTH  CENTURY 
and  other  benefits  to: 

Name   ?  

Address   

 Zip  

Sign  gift  card  from   

My  name   

Address   

 Zip 

□  Enter  a  membership  subscription 
for  me  as  well 

□  Enclosed  is  my  check  for  $15.00 
for  each  membership 

□  Please  bill  me. 


yate  label.  "We  were  the  people  who 
introduced  Travel  with  US  and  we'll  pay 
your  return  fare,'  "  says  Matthews  ($360 
round  trip  New  York- London).  "Never 
known  so  many  people  on  the  darned 
ship.  They  couldn't  handle  it."  By  1974 
the  older  France  couldn't  stand  the  pres- 
sure and  was  laid  up  (though  the  Saudis 
may  reopen  the  battle). 

Save  for  an  ill-fated  pass  at  Thomas 
Cook  ("I'm  glad  we  didn't  get  it,"  says 
Matthews;  "the  chairman  was  keen  to 
^rt  hold  of  the  travel  checks,  but  I  was 
nervous  of  the  cutthroat  package  tour 
business")  Trafalgar  has  made  no  major 
diversifications  since  Cunard  until  this 
year's  Beaverbrook  deal. 

At  Beaverbrook,  which  has  minimal 
tax-loss  carryforwards  and  depreciation 
shelter,  the  opportunity  of  profitable  par- 
tial liquidation  is  a  bargaining  point  with 
the  unions,  Matthews  explains.  He 
could,  for  example,  sell  some  of  the  Bea- 
verbrook papers  or  the  buildings  on  Fleet 
Street  and  adjoining  Shoe  Lane.  "We  do 
not  have  such  plans  at  this  stage,"  he  says 
carefully.  "But  if,  after  a  period,  I  decided 
that  this  is  bigger  than  both  of  us,  as  it 
were,  then  you  start  to  look  for  other 
ways.  ...  I  mean  this  building  alone  is 
worth  more  than  we  paid  for  the  com- 
pany. It's  an  insurance  policy." 

To  an  extent,  though,  Beaverbrook  is 
an  ego  trip  for  Matthews,  a  longtime 
reader  of  the  Daily  Express  and  a  man  of 
strong  opinions  about  the  press.  Some  of 
those  opinions  are  rather  startling:  "I 
personally  would  not  have  printed  the 
Watergate  story  if  I  had  been  an  Ameri- 
can publisher,"  he  says.  "I  think  it  did  a 
lot  of  harm  to  America,  and  I  wouldn't 
want  to  do  anything  that  was  going  to 
cause  serious  embarrassment  and  hurt  to 
this  nation."  Corporate  bribery  also  falls 
into  that  category. 

Matthews,  clearly  relishing  his  reputa- 
tion as  a  hatchet  man,  is  confident  that 
he  can  force  a  solution  to  Beaverbrook's 
Byzantine  and  seemingly  insoluble  labor 
problems  because,  unique  among  British 
publishers,  he  can  simply  walk  away 
from  the  papers — at  a  profit. 

"I've  had  a  confrontation  with  the  un- 
ions already,"  he  says.  "I  wouldn't  say  I 
was  indifferent,  but  if  that  was  the  way  it 
was  to  be — if  they  wanted  these  papers 
shut  down,  all  right,  have  it  their  way. 
And  we  got  everything  I  could  ask  for 
.  .  .  short  of  not  taking  the  men  back  at 
all.  which  at  one  point  was  on  my  mind. 

"I've  given  an  undertaking  to  the  gov- 
ernment that  we  would  keep  the  three 
papers  going  for  three  years,  provided 
the  losses  were  not  unreasonable  and  the 
unions  were  not  too  difficult. 

What  is  "unreasonable"?  "Oh,  say  $18 
million,"  he  replies  calmly. 

Victor  Matthews  is  very  much  a  self- 
made  man.  After  15  years  in  the  busi- 
ness, he  was  boss  of  a  $5.6-million-sales 
building  contractor  with  around  750  em- 


ployees. Then  in  1964  he  merged  with 
Trafalgar  House,  then  a  small  real  estate 
holding  company  with  $9.8  million  in 
assets  and  a  staff  of  two  dozen.  The 
young  head  of  Trafalgar  House  was 
Stowe-educated  Nigel  Broackes,  who 
has  the  proper  accents  and  upper-class 
manner  of  a  well-to-do  lawyer's  son. 
Matthews,  by  contrast,  was  born  poor 
near  the  Arsenal  football  stadium  in 
North  London  and  was  an  ordinal  \  sea- 
man on  landing  barges  in  World  War  II. 
This  odd  couple  went  to  work  in  appar- 
ent harmony.  The  merger  occurred  in 
the  midst  of  a  building  boom,  and  Mat- 
thews, using  profits  from  the  sale  of  var- 
ious real  estate  properties,  moved 
shrewdly  to  acquire  well-known  English 
builders. 


Take-Home:  "After  tax,"  says  Victor 
Matthews,  "the  chap  who  runs  Cunard's 
American  thing  earns  more  than  I  do." 


What  has  all  this  yielded  Matthews? 
Of  course,  there  are  the  liberal  "perks" 
that  British  law  permits:  the  Rolls- 
Royce,  for  example.  Otherwise,  not  a 
huge  amount. 

"I  was  a  millionaire  in  1966,"  he  says 
proudly.  "But  I  have  not  kept  pace  with 
inflation.  So  I  do  a  little  deal  here  and 
there.  I  bought  gilts  [government  bonds] 
last  year  when  they  were  yielding  15%  to 
16%.  Either  there  was  not  going  to  be  a 
tomorrow  or  thev  had  to  go  down.  So 
O.K.  I  probably  made  £100,000.  I  pay 
30%  to  the  government  and  I'm  left  with 
£70,000.  I  have  to  find  a  deal  each  year.  I 
mean,  in  terms  of  salary  the  chap  who 
runs  the  American  thing  of  Cunard  earns 
more  than  I  do  after  tax." 

So  what  makes  Victor  run?  Pride.  And 
hope.  Says  he,  "I  suppose  I  could  leave 
the  country.  But  I've  had  promises  from 
the  leader  of  the  Opposition  that  with  a 
change  in  government  they  will  immedi- 
ately change  the  tax  structure."  ■ 
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In  the  world  of  foreign  exchange, 
you  need  the  wisdom  of  the  Pyramid. 


In  olden  times,  the  pyramid  stood  for  a  kind  of 
knowledge  that  few  possessed. 

In  today's  world  of  foreign  exchange,  the  Bankers  Trust 
Pyramid  stands  for  very  much  the  same  thing. 

For  half  a  century,  the  knowledge  and  experience  of  our 
traders  has  been  one  of  the  cornerstones  of  our  reputation 
in  the  field. 

This  experience  is  extremely  valuable  in  dealing  with 
the  complexities  of  day-to-day  trading,  and  becomes 
crucial  in  times  of  political  volatility  or  in  other  circum- 
stances which  affect  the  markets. 

While  our  traders  operate  out  of  offices  in  the  seven 
principal  foreign  exchange  centers  of  the  world  (among 
others),  our  capacities  are  global.  We  are  effectively 
making  markets  around  the  world  24  hours  a  day. 

The  quality  of  our  execution  is  another  hallmark  of  our 
reputation.  Because  we  are  constantly  buying  and  selling, 
as  well  as  handling  large  trades,  we  can  often  maintain- 


even  during  periods  of  currency  and  monetary  crises— an 
access  to  markets  that  not  every  bank  can  claim. 

To  back  up  our  traders  in  key  locations,  we  have  market 
trend  advisors  with  an  additional  sort  of  expertise.  They  keep 
our  customers  informed  and  current  on  developing  trends 
in  the  market,  focusing  on  the  nature  ana  scope  of 
their  risks. 

But  our  expertise  isn't  limited  to 
foreign  exchange.  Wherever  you  see 
the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  manage 
money  worldwide. 

Whatever  your  needs,  a  visit  to  the 
Pyramid  can  be  a  rewarding  experience. 

Bankers  Trust  Company 

280  Park  Avenue,  New  York,  N.Y.  10017* 


International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami. 
Overseas  Branches:  London.  Birmingham.  Milan,  Paris,  Tokyo,  Singapore,  Nassau  and  Panama  City. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  35  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  C  orporation  ©  Bankers  Trust  Company 


Foreign  Investment  In  The  U.S 
It  Grows  ...  But  Slowly 

This  year  alone  foreign  interests  are  likely  to  reinvest 
over  $2  billion  into  their  U.S.  holdings — 
no  small  vote  of  confidence  in  the  U.S.  economy. 


The  pace  of  foreign  investment  in  U.S. 
industry,  a  lively  scramble  in  the  early 
1970s,  is  now  more  like  a  discreet  am- 
ble— purposeful  but  more  sedate.  By  the 
Department  of  Commerce's  reckoning, 
total  direct*  foreign  capital  in  U.S.  man- 
ufacturing and  service  businesses  had 
reached  $27.7  billion  in  1975.  A  year 
later  it  rose  to  $30.2  billion,  up  9%. 
Through  the  first  half  of  1977  the  amount 
of  new  capital  from  abroad  came  to  $1 
billion  vs.  $1.2  billion  during  the  first 
half  of  1976. 

Disenchantment?  Not  really.  To  that 
new  capita!  add  reinvested  earnings. 
Last  year  that  item  totaled  $1.6  billion. 
This  year  it  should  exceed  $2  billion — no 
small  vote  of  confidence. 

German  companies  were  notably  ac- 
tive this  year.  Henkel,  the  Du'sseldorf- 
based  chemical  company  which  now 
ranks  20th  on  Forbes'  list  of  the  "100 
Largest  foreign  investors  beginning  on 
the  next  page,  picked  up  General  Mills 
Chemicals.  Electronics  giants  Bosch  and 

*Ownership  of  10%  or  more  of  the  Doting 
Stock  in  a  U.S.  company. 


Siemens  picked  up  big  blocks  of  stock  in, 
respectively,  American  Microsystems 
and  Advanced  Micro  Devices.  The  Ber- 
telsmann publishing  group  has  agreed  to 
buy  51%  of  Bantam  Books,  the  paper- 
back house,  from  IFI  International  (a 
funnel  for  Agnelli  investment  money), 
which  retains  49%.  Bayer,  the  chemical 
firm,  has  made  an  offer  for  the  outright 
purchase  of  $450-million-sales  Miles 
Laboratories. 

Predictably,  foreign  investors  in  the 
main  stuck  to  their  lasts — witness  Bosch 
and  Siemens.  But  not  entirely.  Nestle' 
Alimentana,  long  a  household  name  in 
its  own  right  and  owner  of  Stouffer  Corp. 
and  Libby,  is  close  to  purchasing  Alcon 
Labs,  the  Ft.  Worth-based  pharmaceuti- 
cal house  (estimated  1977  sales:  $98  mil- 
lion). Conversely,  Sandoz,  the  Swiss 
drug  and  chemical  house,  this  year  ac- 
quired Northrup,  King,  which  is  in  the 
wholesale  seed  business. 

Twenty-five  companies  on  this  year's 
TOO  Largest"  list  are  domiciled  in  Can- 
ada. Another  25  are  in  the  U.K.  Next 
came  West  Germany  (12)  and  France 
(10).  Little  Liechtenstein,  although  cele- 


brated as  a  haven  for  international  cap- 
italists, accounts  for  just  one  entry — 
Bichard  Gruner,  former  publisher  of  the 
German  magazine  Stern,  and  holder  of 
5%  of  the  stock  in  American  Airlines  (and 
a  substantial  block  of  Continental  Air- 
lines as  well). 

A  word  about  method.  The  list  focuses 
solely  on  industrial  companies,  and  so  it 
does  not  reflect,  for  example,  the  large 
investments  made  by  the  British,  Cana- 
dians and,  more  recently,  Germans 
(Forbes,  Oct.  1)  in  the  U.S.  insurance 
business.  Nor  can  it  reflect  plans  made 
but  not  yet  effected.  (An  example:  Solvay 
&  Cie.,  the  Belgian  chemical  giant,  has 
been  selling  its  Allied  Chemical  shares  to 
Textron  in  quarterly  installments  and  us- 
ing the  proceeds  as  part  of  a  $125-million 
capital  expenditure  program  in  the  U.S. 
to  be  completed  by  1980.) 

Forbes'  checking  procedures  includ- 
ed questionnaires  to  some  1,700  compa- 
nies. But  given  the  traditional  reticence 
of  many  foreign  companies,  the  list  that 
follows  is  necessarily  incomplete.  We 
believe  it  is  reliable,  but  in  some  cases 
the  data  is  unverifiable.  ■ 
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The  100  Largest  Foreign  Investments  In  The  U-S. 


Revenues 

Assets 

Pr/ttil    ft  Atil 

rrOTII  [ LOSS ) 

ForpiPn  lnvf*sfnr 

C  mintrv 

IIS   f  nmiunv 

InHiKtrv 

t  millinnO 

(millions) 

(millions) 

1. 

Royal  Dutch/Shell* 

Neth./U.K. 

Shell  Oil* 

69 

oil 

$9,309 

$7,837 

$705.8 

Asiatic  Petroleum 

100 

oil 

905 
10,214 

NA 

NA 

2. 

Anglo  American* 

S.  Africa 

Engelhard  Min.  &  Chem.* 

30 

metals  &  trading 

6,464 

1,598 

124.9 

Inspiration  Consol.  Copper* 

37** 

copper 

92 

163 

.1 

Terra  Chemicals* 

51** 

chemicals 

104 
6,660 

91 

12 

3. 

Friedrich  Flick  Group 

Germany 

W.R.  Grace* 

12 

chemicals 

3,615 

2,756 

131.9 

4. 

British  Petroleum* 

U.K. 

Standard  Oil  (Ohio)* 

26 

oil 

2,916 

6,260 

136.9 

5. 

Solvay  &  Cie  S.A. 

Belgium 

Allied  Chemical* 

8  . 

chemicals 

2,630 

2,439 

117 

Soltex  Polymer 

100 

chemicals 

120t 

NA 

NA 

2,750t 

6. 

Brit.-Am.  Tobacco* 

U.K. 

Brown  &  Williamson 

100 

tobacco,  retail 

2,750+ 

NA 

NA 

7. 

Salenrederierna  AB 

Sweden 

United  Brands* 

6 

fruit,  meat 

2,278 

1,085 

16.3 

8. 

Robert  Bosch  GmbH 

Germany 

Borg-Warner* 

9 

chemicals,  plastics, 
air-conditioning 
ind.  &  agric.  equip. 

1,862 

1,293 

81.7 

American  Microsystems* 

25 

computers 

66 

NA 

NA 

Robert  Bosch  Corp. 

100 

electronics 

100 
2,028 

81 

9. 

Richard  Gruner 

Liechtenstein 

American  Airlines* 

5 

airlines 

2,008 

1,715 

72 

10. 

Schlumberger* 

France 

Schlumberger* 

28 

oil  services 

1,840 

1,995 

293.2 

11. 

Seagram  Co.,  Ltd.* 

Canada 

Jos.  E.  Seagram  &  Sons 

100 

liquor 

1,724 

1,682 

32.2 

12. 

Philips  N.V.* 

Neth. 

N.  American  Philips* 

63 

electronics 

1,724 

995 

66.2 

13. 

Cavenham  Ltd. 

U.K. 

Grand  Union 

82** 

supermarkets 

1,623 

244 

17.6 

14. 

Nestle  Alimentana 

Switz. 

Nestle 

100 

food 

1,000t 

NA 

NA 

Libby,  McNeill  &  Libby 

100 

food 

300t 

NA 

NA 

Stouffer  Foods 

100 

food 

165+ 

NA 

NA 

Alcon  Labs*' 

100 

drugs 

82 

91 

9 

1,547+ 

15. 

George  Weston,  Ltd.* 

Canada 

Peter  J.  Schmitt 

87** 

supermarkets 

500t 

National  Tea 

74** 

supermarkets 

760 

143 

(40.2) 

Interbake 

100 

bakeries 

L  150* 

Eastern  Fine  Paper 

100 

paper 

Ruperts  Certi-Fresh  Foods 

82** 

fish  processing  > 

1,410+ 

16. 

Sigma  Ltd. 

Brit.  V.I. 

Diamond  Shamrock* 

6 

chemicals 

1,357 

1,481 

140 

17. 

Unilever  Ltd.* 

Neth./U.K. 

Lever  Brothers 

100 

consumer  goods 

753 

246 

12 

Thomas  J.  Lipton 

100 

food 

513 
1,266 

280 

27.7 

*  Publicly  traded  in  U.S.  t  Estimate.  **  Indirect  ownership.  NA  Not  available.  1  Acquisition  pending. 
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The  100  Largest  Foreign  Investments  In  The  U.S. 

Revenues      Assets  Profit  (Loss) 


Foreign  Investor 

Country 

U.S.  Company 

%Owne<i 

Industry 

(millions) 

(millions) 

(millions) 

18.  Bayer  AC* 

Germany 

Mobay  Chemical 

1  MM 
I  UU 

chemicals 

545 

648 

20. 1 

Cutter  Labs 

1  MM 
1  UU 

drugs 

1  53 

4. 1 

Miles  Laos 

1  00 

drugs 

450 

382 

1 6 

1,158 

19.  Petrofina 

Belgium 

American  Petrofina* 

/U 

Mil 

on 

1  ,U/  1 

oi  5 

A  C 

45 

20.  Henkel  KGaA 

Germany 

Clorox  Co.* 

1 5 

bleach 

822 

270 

27.3 

General  Mills  Chemicals 

100 

chemicals,  food 

132 

NA 

NA 

Henkel  Inc. 

100 

chemicals 

52t 

1  ft  1  £.4- 

21.  ICI* 

U.K. 

ICI-U.S. 

100 

chemicals 

350 

NA 

NA 

Fiber  Industries 

38 

synthetic  fibers 

664 
1,014 

NA 

NA 

11.  BAjr  AL» 

Germany 

t>Ajr  wyanooue 

1  nn 
I  UU 

chemicals 

7 1  n 
/  1 U 

jjU 

1  c: 
JJ 

Dow  Badische 

chemicals 

1  no  \ 

zoo 

I  1 1>.  o) 

23.  Oba-Geigy  a.A. 

Switz. 

Ciba-Geigy  Corp. 

1 00 

chemicals, 
consumer  goods 

OUU 

K\  A 

INA 

24.  International  Nickel 

Canada 

CCD 

tad 

1 00 

batteries 

cno 

b9o 

NA 

M  A 

INA 

Huntington  Alloys 

1  UU 

nickel  conversion 

^  CM+ 

ZbUT 

NA 

M  A 

NA 

848t 

25.  Bowater  Corp.  Ltd.* 

U.K. 

Bowater  Holdings 

100 

paper,  glass  ^ 

l 

Kay  Corp.* 

59 

trading 

\>  840 

523 

NA 

Mercantile  Industries 

71 

trading  ^ 

26.  BOC 

U.K. 

Airco* 

34 

industrial  gases 

837 

767 

54 

27.  Pechiney  Ugine 

France 

Pechiney  Ugine  Kuhlmann 

100 

aluminum,  trading, 

Kuhlmann 

engine  parts 

819 

565 

27 

28.  Alcan* 

Canada 

Alcan  Aluminum 

100 

aluminum 

754 

355 

NA 

29.  Hoechst  AG 

Germany 

American  Hoechst 

100 

chemicals 

749 

713 

17 

30.  Akzo  N.V. 

Neth. 

Akzona* 

65 

chemicals,  fibers 

729 

675 

5.6 

31.  Moore  Corp.  Ltd.* 

Canada 

Moore  Business  Forms 

100 

business  forms 

668 

NA 

NA 

32.  Saint-Gobain 

France 

Certain-teed  Prods.* 

54 

building  supplies 

665 

475 

36.6 

Pont-a-Mousson 

33.  Massey- Ferguson  Ltd.* 

Canada 

Massey- Ferguson  Inc. 
Perkins  Engines 

100 
100 

machinery 
engines 

Y  642 

NA 

NA 

34.  Hanson  Trust  Ltd. 

U.K. 

Hygrade  Food  Products 

100** 

meat 

Carisbrook  Industries 

100** 

spec,  textiles 

>■  638 

188 

13 

American  Farm  Products 

1  nn** 

agric.  prods.  j 

Ja.  r.  nonmann-LaKocne 

Switz. 

Hoffmann-LaRoche  Inc. 

1 00 

drugs 

OZl/T 

M  A 

INA 

M  A 

INA 

&  l_0.  S.A. 

36.  Canada  Devel.  Corp. 

Canada 

Texasgulf 

33 

mining 

A  Q  1 

4o  1 

33/ 

1,17  T 

1  4/.  5 

Polysar  Inc. 

1  MM 
I  UU 

plastics,  rubber 

1  Z  DT 

M  A 
INA 

M  A 
INA 

606t 

37.  Fiat  S.p.A. 

Italy 

Fiat-Allis 

78 

construction  ecjuip. 

556 

627 

22.3 

38.  Alusuisse 

Switz. 

Conalco 

bU 

aluminum 

550 

470 

NA 

39.  Mitsui  &  Co.* 

Japan 

Alumax,  Inc. 

45 

aluminum 

531 

480 

30.1 

40.  Nippon  Steel 

japan 

Alumax  Inc. 

5 

aluminum 

531 

480 

30. 1 

41 .  Thyssen-Bornemisza 

Neth. 

Indian  Head  Inc.* 

1 00 

diversified  mfg. 

525 

419 

25.3 

42.  Matsushita  Electric* 

Japan 

Matsushita  U.S.  (Panasonic) 

100 

electronics 

\  525+ 
) 

NA 

NA 

(Quasar  I V 

100 

electronics 

hj.  Canadian  racmc  Ltd. 

Canada 

>oo  Line  k.k. 

56 

railroad 

1  Qn 

TO 
JJZ 

I  o.  Z 

Baker  Commodities 

1 00** 

commodities 

1  MM 
I  UU 

I  z 

KJ  A 
INA 

PanCanadian  Petroleum 

Q  7*  * 

o/ 

Mil 

on 

ZZ3 

514 

T7 
/./ 

M  A 

•*<*.  \.  Lyons  &  Co.  Ltd. 

U.  K. 

TCI* 

in 

49 

food 

171 

1/1 

64 

1 
I 

DCA  Food  Industries 

68 

food  preparation 

1  1  UT 

M  A 
INA 

N.I  A 
INA 

Baskin-Robbins 

100 

ice  cream 

99+ 

NA 

NA 

Tetley 

100 

tea,  coffee 

130+ 

NA 

NA 

51UT 

45.  Estel  N.V. 

Neth. 

Envirotech* 

26 

pollution  control 

467 

288 

17.3 

Beckley  Coal 

25 

coal 

A  1 

4  1 

rfi 

i  -j 
i  j 

508 

46.  Sandoz  AG 

Switz. 

Sandoz  Inc. 

Northrup,  King  &  Co. 

100 

foods,  drugs, 

>  500+ 

NA 

NA 

Delmark  Co.  s 

seeds,  chemicals 

Chicago  Dietetic  Supply  j 

47.  Sony* 

Japan 

Sony  of  America 

100 

electronics 

500+ 

NA 

NA 

48.  Hugo  Mann 

Germany 

Fed-Mart* 

68 

dept.  stores 

460 

108 

4.7 

*  Publicly  traded  in  U.S.    t  Estimate.     **  Indirect  ownership.    NA  Not  available.    1  Acquisition  pending. 
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What  worries  consumers  most? 


□  The  high  price  of  many  products 

□  The  high  cost  of  medical  and  hospital  care 

□  The  poor  quality  of  many  products 

□  The  failure  of  many  companies  to  live  up  to  claims 
made  in  their  advertising 

□  The  poor  quality  of  after-sale  service  and  repairs 

□  The  feeling  that  many  manufacturers  don't  care 
about  you 

Sentry  Insurance  wanted  to  know.  And  we  think  you  should  know. 


Consumerism  at  the  Crossroads, 

the  landmark  national  opinion 
survey  commissioned  by  Sentry 
Insurance,  shows  that  77%  of  the 
public  say  that  high  prices  are 
their  biggest  worry.  And 
between  36%  and  69%  of  the 
public  also  worry  "a  great  deal" 
about  all  the  other  concerns 
listed  above. 

The  survey,  a  report  card  on 
the  consumer  movement,  uncov- 
ered a  wealth  of  material— and  divergent  opinions— in  over  3500 
interviews  conducted  with  the  general  public,  consumer  spe- 
cialists in  government  and  business,  regulators,  senior  business 
executives  and  consumer  activists. 

The  study  content  was  developed  by  the  Marketing  Science 
Institute,  a  non-profit  research  organization  associated  with 
the  Harvard  Business  School.  The  independent  research  firm  of 
Louis  Harris  and  Associates  prepared  the  questionnaire  and 
conducted  the  survey. 

The  survey  addressed  such  questions  as: 

•  Is  the  consumer  movement  here  to  stay? 

•  Is  it  growing  stronger  or  weaker? 

•  Who  really  speaks  for  the  consumer? 

•  What  industries  are  the  next  targets  for  the  consumerists? 

•  What  worries  consumers  most? 

The  concerns  are  real.  So  is  the  consumer  movement. 

It  has  become  an  integral  part  of  our  free  enterprise  system 
and  no  longer  the  cause  of  a  handful  of  activists.  If  business  is  to 
co-exist  with  the  movement,  businessmen  must  do  a  better  job 
in  understanding  and  responding  to  it. 

For  your  own  copy  of  the  survey  highlights,  simply  write  on 
your  letterhead  to:  OFFICE  OF  CONSUMER  AFFAIRS, 
SENTRY  WORLD  HEADQUARTERS,  1800  NORTH  POINT 
DR.,  STEVENS  POINT,  WI  54481. 


ENTRY 

kINSURAIMCE 


To  understand  why  we  commis- 
sioned this  survey,  you  have  to 
know  a  little  about  Sentry. 

We've  grown  to  a  complex  of 
over  50  companies  with  83 
offices  around  the  world  because 
we  fulfilled— even  anticipated— 
our  customers'  needs  and  wants. 

In  the  last  five  years,  Sentry 
sponsored  other  national  opin- 
ion surveys  to  find  out  what  the 
consumer  thinks  about  his  car, 
homeowners'  and  business  insur- 
ance. One  thing  we  found  was 
that  most  people  wanted  to  read 
their  car  insurance  policies  but 
couldn't.  So,  we  developed  the 
Plain  Talk  Car  Policy,  written  in 
easy-to-read  language.  It  has  been 
an  outstanding  business  success. 

Sentry  isn't  perfect.  We  have  a 
long  way  to  go.  But  we're  con- 
stantly changing  and  improving 
the  way  we  do  business  to  be 
more  responsive  to  our 
customers. 

I  believe  the  information  de- 
veloped in  this  study— if  under- 
stood and  acted  upon— will 
result  in  better  products  and  ser- 
vices for  the  public. 

And  a  better  climate  for 
American  business. 

C/  (y  John  W.  Joanis 

Chairman  and  Chief  Executive  Officer 
Sentry  Insurance 


Treating  the  customer  right  isn't  just  nice;  it's  good  business. 


Now  this  little  piggy 
can  go  to  market  fresher  than  ever 
in  a  special  moisture-resistant 
container  by  International  Paper 


How  do  you  make  sure  fresh 
,  pork  gets  to  market  fresh, 
short  of  having  to  ship  live  pigs? 

International  Paper  has  found 
the  ideal  solution  —  the  specially 
designed,  moisture-resistant 
container  that's  floating  our 
little  piggy  across  the  page. 

Why  does  it  have  to  resist 
moisture?  Because  fresh  pork 
contains  more  moisture  than 
beef  and  most  other  fresh-cut 
meats.  That  makes  fresh  pork  a 
lot  more  difficult  to  ship. 

During  shipping,  moisture 
"weeps"  out  of  the  pork  and  into 
the  container. 

What's  more,  when  all  that 
moisture  hits  the  cold  air  inside 
refrigerated  trucks  and  railcars, 
humidity  really  builds  up.  The 
conventional  fresh  pork  container 
will  soak  up  that  humidity  as  well 
as  the  "weeping"  juice  to  become 
soggy  and  weak. 

A  crushing  problem 

Yet,  meat  containers  need  to  be 
strong,  because  each  container  is 
packed  with  from  60  to  80  pounds 
of  fresh  pork.  Then  they're  usually 


Special  International  Paper  containers  keep  their 

strength  despite  moisture  and  humidity. 
Ordinary  containers  can  become  soggy  and  crush. 

stacked  six  or  seven  high  for  ship- 
ment. In  the  three  days  it  usually 
takes  to  get  from  processing  plant 
to  supermarket,  those  soggy  con- 
tainers, especially  the  ones  at  the 
bottom,  can  crush  and  break  open. 

Solved  by  Weathertex 

International  Paper  saw  the 
problem  and  found  the  solution  — 
right  on  our  own  shelves.  It  was  a 
container  made  with  Weathertex 
board,  a  tough,  moisture-resistant 
container  board  we'd  already 
specially  developed  to  ship  fresh 
chickens  packed  in  ice. 

Tests  showed  that  this  same 


material  was  perfect  for  shipping 
moist  wholesome  fresh  pork,  too 

Now  meat-packers  using  IP 
containers  have  better  assurance 
their  fresh  pork  will  always  get 
to  market  in  the  freshest 
possible  condition. 

If  you  have  a  shipping  or 
packing  problem,  let  us  take  a 
fresh  look  at  it.  Our  industry 
specialists  may  have  the  perfect 
solution  ready  and  waiting, 
like  Weathertex  board  for 
fresh  pork.  Or  we  can  engineer 
a  solution  especially  for  you.  It 
may  be  a  special  coating,  or 
medium,  or  even  a  complete 
packaging  system  to  reduce  costs 
and  handling. 

A  container  to  keep  fresh  pork 
fresher  is  only  one  example  of 
International  Paper's  creative 
solutions  to  our  customers' 
problems  in  every  industry— from 
meat-packing  to  building  to  energy 
to  packaged  goods  to  the  medical 
field  and  more.  May  we  help  you? 

ERNATIONAL 
ER 
PAN  Y 

220  EAST  42ND  STREET  NEW  YORK.  NEW  YORK  10017 


®INTE 
RAPE 
COMI 


We  don't  expect  meat-packers  to  float  pork  to  market.  We've  launched 
this  piglet  to  point  out  that  our  IP  container  will  resist  moisture  during 
shipping  of  fresh  pork  and  get  it  to  market  in  the  pink  of  freshness. 


The  100  Largest  Foreign  Investments  In  The  U.S. 

Revenues      Assets  Profit  (Loss) 


Foreign  Investor 

Country 

U.S.  Company 

%Owne* 

Industry 

(millions) 

(millions) 

(million 

49.  Franz  Haniel  &  Cie 

Germany 

Scrivner 

97*. 

wholesale  &  retail 

412 

71 

3.2 

foods,  dept.  stores 

50.  Beecham  Group  Ltd. 

U.K. 

Beecham  Inc. 

100 

pharmaceuticals 

400 

300 

NA 

51.  Olson  &  Lehmkuhl 

Norway 

Timex 

100 

watches 

400t 

NA 

NA 

families 

52.  Husky  Oil  Ltd.* 

Canada 

Husky  Oil  Co. 

100 

oil 

381 

288 

7.8 

53.  BICC 

U.K. 

General  Cable* 

20 

wire,  cable 

349 

245 

16.8 

54.  United  Biscuits  Ltd. 

U.K. 

Keebler  Co. 

100 

baked  goods 

349 

121 

NA 

55.  Babcock  &  Wilcox 

U.K. 

Amer.  Chain  &  Cable 

100 

metal  products 

344 

245 

6.5 

Ltd. 

56.  Karl  Schwamborn 

Germany 

Koehring* 

5 

machinery 

343 

262 

8.9 

57.  Michelin  et  Cie 

France 

Michelin  Tire  Corp. 

100 

tires 

300+ 

NA 

NA 

58.  MacMillan-Bloedel* 

Canada 

MacMillan-Bloedel 

100 

forest  prods. 

Mac.-Blo.  Containers 

100 

packaging  , 

*  300+ 

NA 

NA 

Atlantic  Forest  Prods. 

100 

forest  prods.  J 

59.  IMETAL 

France 

Copperweld  Corp.* 

67 

steel 

299 

229 

189 

60.  Total  Petroleum  Ltd. 

Canada 

Total  Leonard 

100 

oil,  gas 

285 

186 

3.9 

61.  Consol.  Gold  Fields 

U.K. 

Azcon  Corp.* 

89 

steel 

270 

184 

8.7 

62.  L' Air  Liquide 

France 

Liquid  Air  Corp.  of  N.A. 

74 

industrial  gases 

266 

260 

21.3 

63.  Siemens  AG* 

Germany 

Siemens  Corp. 

100 

medical,  electronics 

194 

NA 

NA 

Advanced  Micro  Devices* 

17 

semiconductors 

62 

41 

4.5 

256 

64.  Bannister  Conti- 

Canada 

Raymond  International* 

14 

construction 

254 

159 

12.2 

nental  Ltd. 

65.  Dominion  Bridge  Co. 

Canada 

Amca  International 

100 

steel  prods. 

252 

45 

20.4 

66.  Imasco  Ltd. 

Canada 

Hardee's  Food  Systems* 

30 

restaurants 

200 

80 

4.2 

Progresso 

100 

food 

50+ 

NA 

NA 

250+ 

67.  Dunlop  Holdings* 

U.K. 

Dunlop  Tire  &  Rubber 

100 

tires 

250 

NA 

NA 

68.  Elf  Aquitaine  Group 

France 

Aquitaine  Oil  Corp. 

100 

oil,  gas,  mining 

194 

126 

9 

Aquitaine  North  America 

100 

drugs 

5 

2 

.3 

Rilsan  Corp. 

50** 

chemicals 

17 

5 

NA 

Al-Aquitaine  Exploration 

75** 

oil,  gas,  coal 

32 

70 

NA 

248 

69.  Northern  Telecom* 

Canada 

Intersil,  Inc.* 

21 

semiconductors 

73 

37 

2.7 

Dictaphone  Corp.* 

4 

dictaphones 

132 

100 

4.2 

Northern  Telecom,  Inc. 

100 

electric  equip. 

NA 

NA 

NA 

Cook  Electric 

100 

electric  equip. 

NA 

NA 

236 

70.  Carling  O'Keefe  Ltd.* 

Canada 

Carling  Nat'l  Breweries 

100 

beer 

225 

NA 

.9 

71.  Mannesmann  AG 

Germany 

Demag  Corp. 

100 

metals,  materials 

41 

NA 

NA 

handling,  compres- 

sion equip., 

constr.  machinery 

Rpvroth  C~nrn 
nir ai  uui  v . v j 1 yj  • 

h\/HrAiilif~  pniim 

1  1  v  ill  1 1 1 1 1  '  \  trLJVJI^/. 

NA 

NA 

NA 

M^nnp^m^nn  Pino 

1  T  111  I  1 1  ■          1  111  1  1 1  1    1   1 1, V 

1 00 

ninps  Kj  tstppl 

1  75 

NA 

NA 

&  Steel  Corp. 

216 

72.  EMI  Ltd.* 

U.K. 

Capitol  Industries-EMI 

98 

records 

210 

137 

16.2 

73.  Pricel 

France 

Dymo  Industries* 

27** 

marking  equip. 

210 

120 

4.7 

74.  Stelux  Manufacturing 

Hong  Kong 

Bulova  Watch  Co.* 

27 

watches 

208 

206 

6.9 

75.  Cominco  Ltd.* 

Canada 

Cominco  American 

100 

metals,  chemicals, 

201 

NA 

NA 

fertilizer 

76.  Coinvest  B.V. 

Neth. 

Korf  Industries 

100 

steel 

200 

305 

NA 

77.  AB  Electrolux 

Sweden 

Dometic  Inc. 

100 

electronics, 

200+ 

NA 

NA 

cleaning  equip. 

78.  DSM 

Neth. 

Nipro  Inc. 

100 

chemicals,  fertilizers 

200+ 

NA 

NA 

79.  Rio  Tinto  Zinc* 

U.K. 

U.S.  Borax  &  Chemical 

100 

chemicals 

200+ 

NA 

NA 

80.  Hiram  Walker- 

Canada 

Hiram  Walker,  Inc. 

100 

liquor 

200+ 

NA 

NA 

Gooderham  &  Worts 

81.  AB  Svenska  Kullager 

Sweden 

SKF  Industries 

96 

bearings 

195 

150 

7.4 

82.  Denison  Mines  Ltd.* 

Canada 

Fibreboard* 

9 

wood  prods., 

193 

74 

(34) 

packaging 

83.  Ivaco  Industries 

Canada 

Laclede  Steel* 

18 

steel 

188 

131 

2.7 

84.  Canadian  Nat'l  R.R. 

Canada 

Grand  Trunk  Corp. 

100 

railroad 

187 

297 

11.7 

85.  Reckitt  &  Colman 

U.K. 

R.T.  French  Co. 

100 

food 

175+ 

100+ 

NA 

86.  Wellcome  Foundation 

U.K. 

Burroughs  Wellcome 

100 

drugs 

175 

NA 

NA 

87.  Le  Lion  S.A. 

Belgium 

Food  Town  Stores* 

52 

food  stores 

173 

32 

4.9 

*  Publicly  traded  in  U.S.    +  Estimate.    **  Indirect  ownership.    NA  Not  available. 
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Remember  the 
good  old  days 
when  fuel 
was  cheap  and  easy? 


They  are  likely  gone  forever. 

But  at  Middle  South  Utilities, 
we've  been  meeting  the  challenge 
of  increased  fuel  costs  for 
generating  electricity  with  System 
Fuels,  Inc.— a  wholly-owned, 
non-profit  subsidiary  organized 
by  four  of  our  five  operating 
companies:  Arkansas  Power  & 
Light;  Louisiana  Power  &  Light; 
Mississippi  Power  &  Light;  and 
New  Orleans  Public  Service  Inc. 
Its  purpose  is  to  acquire, 
produce,  transport  and  store  fuel 
in  large  quantities  as  needed  by 
these  System  companies.  The 
broad-based  operations  of  SFI 
provide  a  variety  of  benefits  and 
include  the  economy  of  scale 
purchase  of  fuels,  which  are 
normally  beyond  the  scope  of 
individual  operating  companies. 

Our  gas  exploration  and  drilling 
success  of  one-in-five  is  twice  as 


good  as  the  national  average.  Our 
oil  storage  capacity  has  been  built 
to  nearly  11 -million  barrels. 
System  Fuels  has  towing  abilities 
to  transport  fuel  oil  to  our 
generating  stations  serving 
customers  in  Arkansas,  Louisiana, 
Mississippi  and  Southeast 
Missouri.  And  to  meet  future 
needs  of  our  growing  Middle 
South  region,  SFI  is  securing 
additional  quantities  of  fuels  in 
other  areas  of  our  country. 

System  Fuels,  Inc.  was 

developed  to  help  the 
Middle  South  Utilities  companies 
continue  to  provide  reliable  and 
cost-efficient  electric  service 
during  these  times  when  costs  for 
fuel  are  rising  dramatically.  The 
millions  of  dollars  saved  from  the 
operations  of  System  Fuels,  Inc. 
are  passed  on  to  our  more  than  1 .4 
million  electric  customers. 


The  good  old  days  when  fuel 
was  cheap  and  easy  may  be 
gone— but  with  SFI  we're  helping 
to  meet  our  energy  needs  for 
today  and  tomorrow. 

Middle  South  Utilities.  Making 
energy  that  makes  sense. 


MIDDLE 
SOUTH  W 

UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 
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The  1978  FORBES 
Directory  to  America's 
Leading  Corporations 


The  Annual  FORBES  500s  present  the  most 
complete  record  of  the  year  on  American  Busi- 
ness. Filled  with  facts,  figures  and  editorial 
evaluations  on  the  progress  of  hundreds  of 
companies,  special  emphasis  is  focused  on  the 
top  500  companies  in  assets,  sales,  net  profits 
and  stock  market  value.  From  banks  to  utilities, 
the  Directory  ranks  all  companies  and  spotlights 
management  performances.  Useful  guidelines  for 
understanding  long-range  trends  are  included 
in  this  valuable  reference  issue. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
April  10 


JANUARY  9 


The  FORBES 

30th  Annual  Report 

on  American  Industry 


This  annual  reference  issue  analyzes  more  than 
900  of  America's  largest  corporations  based  on 
the  exclusive  FORBES  statistical  yardsticks  of 
management  performance.  Companies  are 
ranked  in  the  following  lists:  profitability,  growt 
and  stock  market  performance.  These  leading 
firms  are  also  arranged  by  industry  groups  and 
sub-groups  and  ranked  against  their  competito 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  in  the  major  managemen 
community  —  and  why. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
December  5,  1977 


AUGUST  21 

FORBES 
23rd  Annual 
Mutual  Funds  Issue 


An  insightful  guide  for  astute  investors,  the 
Annual  Mutual  Funds  Issue  spotlights  those 
funds  which  are  outperforming  the  averages  am 
earning  their  fees.  A  detailed,  statistical  analysh 
is  provided  to  measure  both  the  long-term  and 
short-term  performances  of  more  than  500  diffei 
ent  mutual  funds.  A  special  analysis  of  new  fund 
is  also  included. 

A  reader  service  card  will  be  available  to 
advertisers  in  the  issue. 

Closing  dates: 

Black  and  White:  July  24 

Four-Color:         July  17 


iAY  1 

ORBES  1978 
Annual  Report 
Advertising  Section 


■  •  •  i  •  ■  • 
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tere's  the  ideal  place  to  advertise  your  annual 
leportto  FORBES'  investment-minded  audience 
92%  of  FORBES'  subscribers  own  corporate 
tock  with  an  average  value  of  $232,000  and  43% 
elp  make  investment  decisions  for  others). 

The  1977  Annual  Report  Advertising  Section 
venerated  a  total  of  approximately  860,000  re- 
sponses for  1 78  advertisers.  It  is  an  inexpensive 
;nd  highly  efficient  means  of  putting  your  cor- 
porate story  into  the  hands  of  those  who  are 
.ctively  involved  in  the  stock  market. 

All  advertisements  displayed  in  the  section  cost 
mly  $1 ,470  for  Ve  -page,  black  and  white  units. 

A  reader  service  card  will  be  available  to  ail 
idvertisers  in  the  Annual  Report  Advertising 
taction. 

Closing  date  for  copy  and  illustration: 
t/larch  17 


OCTOBER  30 
FORBES 

Industrial  Development 
Advertising  Section 


•••••« 


rhis  multi-page  advertising  section  is  devoted 
2xclusively  to  industrial  development  and  plant 
site  advertisers.  It  is  an  ideal  location  for  adver- 
sers to  reach  one  of  the  most  powerful  and 
nfluential  business  audiences  in  America.  Forty- 
six  percent  of  FORBES'  subscribers  are  in  top 
management,  one  out  of  six  is  a  Board  Chairman, 
Director,  President  or  Chief  Executive  Officer, 
.ast  year's  advertisers  in  this  special  section 
'eceived  an  average  of  well  over  800  inquiries, 
/vith  each  inquiry  including  name,  title  and 
:ompany  of  respondents. 

All  advertisements  in  this  section  are  moder- 
ately-priced at  $2,950  for  Vi-page  black  and 
white  units. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  Industrial  Development  Adver- 
tising Section. 

Closing  date  for  copy  and  illustration: 
September  18 


Eight  out  Of  ten  corporate  officers 
in  America's  largest  companies  read 
FORBES  regularly.  That's  more  than 
read  Business  Week,  Fortune,  News- 
week, Time  or  U.S.  News  &  World 
Report.  The  high  level  of  readership 
that  FORBES  enjoys  among  the  most 
important  leaders  in  the  U.S.  has 
been  confirmed  repeatedly  in  studies 
by  leading  independent  research 
firms,  such  as  Erdos  and  Morgan,  Inc. 

Top  executives  read  and  rely  on 
FORBES  because  it  provides  them 
with  the  business  information  they 
need  in  making  major  decisions  that 
affect  the  operations  and  profits  of 
their  companies. 

Shown  at  left  are  five  special  oppor- 
tunities to  tell  your  corporate  or 
product  story  effectively  and  effi- 
ciently to  the  most  important  audi- 
ence of  influential  executives  in  the 
U.S. — and  in  highly  compatible 
environments. 

Plan  now  to  advertise  in  one  or  more 
of  these  issues.  Your  advertising 
messages  will  enjoy  the  added  bene- 
fit of  repeated  opportunities  for 
exposure  because  the  issues  will  be 
read  and  referred  to  frequently  by 
those  who  own  and  run  American 
business. 
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The  100  Largest  Foreign  Investments  In  The  U.S. 

Revenues       Assets      Profit  (Loss) 


Foreign  Investor 

Country 

U.S.  Company 

%Owned 

Industry 

(millions) 

(millions) 

(millions) 

88.  Creusot-Loire 

France 

Ag-Met,  Inc.* 

34 

reclaim  metals 

71 

67 

(.2) 

Phoenix  Steel* 

43 

steel 

95 

101 

(29.2) 

Yale  Steel 

60 

steel 

NA 
166 

NA 

NA 

89.  Abitibi  Paper  Co.* 

Canada 

Abitibi  Corp. 

100 

building  prods. 

loot 

NA 

NA 

Abitibi-Price  Sales 

100 

paper 

66 

NA 

NA 

166t 

90.  Olivetti  &  C.Sp.A. 

Italy 

Olivetti  of  America 

100 

office  equip. 

165t 

NA 

NA 

91.  Courtaulds  Ltd.* 

U.K. 

Courtaulds  N.  America 

100 

synthetic  fibers 

125 

NA 

NA 

Delta  &  Pine  Land  Co. 

100 

farming 

10t 

NA 

NA 

International  Paint 

NA 

paint 

30t 
165 

NA 

NA 

92.  Steel  Co.  of  Canada* 

Canada 

Mathies  Coal  Co. 

1 3 

coal 

72 

38 

22 

Beckley  Coal  Mining 

1  3 

coal 

41 

50 

1  3 

Olga  Coal  Co. 

10 

coal 

49 

27 

10 

Tilden  Iron  Ore  Co. 

16 

iron  ore 

NA 

145 

NA 

Eveleth  Expansion  Co. 

24 

iron  ore 

NA 

306 

NA 

Erie  Mining  Co. 

10 

iron  ore 

NA 

244 

NA 

Stelco  Coal  Co. 

100 

coal 

NA 

81 

NA 

Pikeville  Coal  Co. 

100 

coal 

NA 
162 

50 

NA 

93.  Hawker  Siddeley 

U.  K. 

Onan  Corp. 

36 

industrial  equip. 

1 60 

109 

1 5. 1 

Group  Ltd. 

94.  Cardinier  family 

France 

...      .  . 
Gardinier  Big  River 

60 

-i  i 
steel 

160+ 

NA 

NA 

95.  Brooke  Bond  Liebig 

U.K. 

Brooke  Bond  Foods 

100 

food 

150 

28 

NA 

96.  Coats  Paton  Ltd. 

U.  K. 

Coats  &  Clark  Inc. 

1 00 

textiles 

1 50+ 

1 00+ 

NA 

97.  Distillers  Co.  Ltd. 

U.  K. 

Distillers  Co.  Ltd. 

100 

liquor 

150+ 

NA 

NA 

Qft  render  1  tri  * 

InHlicc^  f  urn 

i  nn 

1  UU 

friflmo 

U  <HI  tll>„, 

L  150+ 

Genstar  Chemical 

1 00 

chemicals, 

NA 

NA 

unci  "I  Y  P^^ITI/" 
VICIIMdl   1  iK  nil 

1  nn 

iiuiTie  uiug.  „ 

J 

99.  Noranda  Mines* 

Canada 

Noranda  Aluminum 

100 

aluminum 

y  150+ 

NA 

NA 

Norandex 

100 

alum,  prods.* 

100.  Veba  AG 

Germany 

Stinnes  Corp. 

100 

trading,  services 

148 

NA 

NA 

And  The  25  Runners-Up 


Revenues        Assets      Profit  (Loss) 

Foreign  Investor  Country  U.S.  Company  %Owned    Industry  (millions)      (millions)  (millions) 


101.  Thomson  Newspapers 

Canada 

63  newspapers 

100 

publishing 

145+ 

NA 

NA 

102.  Vale  De  Rio  Doce 

Brazil 

Itabira  Int'l  Co. 

100 

trading 

137 

59 

.3 

103.  Brenninkmeyer  family 

Neth. 

Ohrbach's 

100 

dept.  stores 

135+ 

NA 

NA 

104.  Societe'  Bic 

France 

Bic  Pen  Corp.* 

57 

pens,  lighters 

123 

92 

10 

105.  Reed  Int'l  Ltd. 

U.K. 

Cahners  Publishing 

100 

paper 

55+ 

NA 

NA 

Anglo-Reed  Corp. 

100 

paper  &  packaging 

25+ 

NA 

NA 

Int'l  Computaprint 

88 

computers 

39 
119+ 

NA 

NA 

106.  Plessey  Co.  Ltd.* 

U.K. 

Plessey,  Inc. 

100 

electronics,  metals 

115 

91 

NA 

107.  Liquigas  Sa 

Italy 

Ronson  Inc.* 

36** 

lighters,  appliances, 

112 

83 

(1.4) 

aerospace 

108.  Davy  Int'l  Ltd. 

U.K. 

Davy  Powergas 

100 

heavy  constr. 

109 

36 

NA 

109.  Triad  Holding  Corp. 

Saudi  Arabia 

AZL  Resources 

15 

agribusiness 

106 

156 

1.2 

110.  Tootals  Ltd. 

U.K. 

American  Thread 

100 

thread 

101 

73 

3.1 

111.  Algoma  Steel  Corp. 

Canada 

Cannelton  Industries 

100 

coal  ") 

Maple  Meadow  Mining  Co. 

100 

coal  / 

100+ 

NA 

NA 

112.  N.V.  Bekaert  S.A. 

Belgium 

Bekaert  Steel  &  Wire 

100 

steel  prods. 

100+ 

NA 

NA 

113.  Rhdne-Poulenc  S.A. 

France 

Rhodia  Inc. 

100 

chemicals 

96 

95 

NA 

114.  Koor  Industries 

Israel 

Solcoor  Inc. 

100 

rubber,  metals, 

71 

NA 

NA 

plastics 

Solhem 

100 

chemicals 

24 
95 

NA 

NA 

115.  Seamar 

Switz. 

Bond  Industries 

47 

apparel 

90 

45 

.2 

116.  Jardine  Matheson 

Hong  Kong 

Theo.  H.  Davies 

100 

sugar 

90+ 

NA 

NA 

117.  Bertelsmann  AG 

Germany 

Bantam  Books1 

51 

books 

85+ 

NA 

NA 

118.  I.F.I.  S.p.A. 

Italy 

Bantam  Books 

49** 

books 

85+ 

NA 

NA 

119.  Brown,  Boveri  &  Cie 

Switz. 

Brown,  Boveri  Corp. 

100 

furnaces,  turbines 

82 

99 

NA 

120.  Holderbank 

Switz. 

Dundee  Cement 

54 

cement 

80+ 

100+ 

NA 

Financiere  Glaris 

121.  Johnson,  Matthey  Co. 

U.K. 

Matthey  Bishop 

100 

precious  metals 

80+ 

NA 

NA 

122.  Sears  Holdings  Ltd. 

U.K. 

Sears  Inds.* 

69 

laundries 

78 

54 

(17.4) 

123.  Cadbury  Schweppes 
Ltd. 

U.K. 

Cadbury  Schweppes  U.S.A. 

100 

soft  drinks,  candy 

75 

NA 

NA 

1 24.  Chloride  Ltd. 

U.K. 

Chloride  Inc. 

100 

batteries 

72 

62 

3.4 

1 25.  Trust  Houses  Forte 

U.K. 

TraveLodge  Int'l*  ' 

95 

motels 

65 

92 

2.9 

*  Publicly  traded  in  U.S.    +  Estimate.     •*  Indirect  ownership.    NA  Not  available.    '  Acquisition  pending. 
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leader  in  property- casualty  insurance  on  this  planet. 


A  Little  Company  That  Could 


How  does  a  small  family  company  stand  up  to  corporate  giants?  By 
spending  boldly  and  intelligently.  Case  in  point:  Chilton  Corp.  of  Dallas. 


That  consumer  installment  debt  in  the 
U.S.  is  soon  to  pass  the  $200-billion 
mark,  up  from  $7  billion  at  the  end  of 
World  War  II,  may  not  surprise  you. 
After  all,  many  things  in  our  society  have 
grown  as  dizzily — including,  not  surpris- 
ingly, the  credit  reporting  business. 

The  total  business  is  roughly  $150  mil- 
lion a  year  at  present,  but  fragmented. 
Bigger  companies  are  acquiring  or  put- 
ting together  networks  of  the  smaller 
companies,  but  there  remain  1,800  cred- 
it bureaus  in  the  U.S.  TRW's  Credit 
Data  division,  the  industry  leader,  does 
over  $40  million  in  sales — in  a  company 
of  $3-billion  sales  overall.  Trans  Union 
Corp.,  the  old  Union  Tank  Car,  ranks 
number  two  at  some  $30-million  sales 
(amid  $750  million  overall  for  Trans  Un- 
ion). Both  companies  have  entered  cred- 
it reporting  in  the  last  ten  years. 

What  do  you  do  if  you  are  Chilton 
Corp.  of  Dallas,  a  family  company  that 
has  been  in  credit  reporting  since  1897? 
How  do  you  stay  in  an  increasingly  com- 
puterized business  against  corporate  gi- 
ants? Chairman  James  Edward  Robert 
(Bob)  Chilton  III  heads  a  credit  company 
with  total  sales  of  $22.5  million  last  year, 
less  than  10%  of  TRW's  pretax  net.  Are 
80  years'  experience  enough  to  offset 
economic  disadvantage? 

Maybe.  Maybe  not.  But  Bob  Chilton 
has  shown  a  willingness  to  take  a  chance 
in  the  ten  years  he  has  held  the  manage- 
ment reins  of  the  firm.  In  the  last  decade 
Chilton  has  gone  public — with  the  family 
selling  52%  of  the  stock — and  poured 
$8.5  million  into  computerizing  and  ex- 
panding its  credit  bureau  network.  That 
is  an  enormous  amount  for  a  company 
like  Chilton,  where  stockholders'  equity 
even  today  totals  only  $10  million.  More- 
over, in  order  to  purchase  a  big  Amdahl 
computer,  Chilton  has  just  run  its  long- 
term  debt  back  up  to  $6.5  million. 

Clearly,  Chilton  must  stay  in  the  good 
graces  of  its  chief  lender,  Republic  Na- 
tional Bank  of  Dallas.  But  there  is  no 
sense  of  desperation  at  the  company.  On 
the  contrary: 

"We're  a  textbook  case,"  says  44-year- 
old  Bob  Chilton.  "We  have  a  high  fixed- 
expense  base,  but  the  major  spending  is 
behind  us.  Our  costs  will  come  down 
while  our  cash  flow  is  rising."  He's  right 
about  the  cash  flow.  For  the  first  six 
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months  of  its  current  fiscal  year,  which 
ends,  following  the  retailing  business,  on 
Mar.  31,  Chilton  has  racked  up  a  20% 
increase  in  earnings — to  $905,000 — from 
a  20%  increase  in  sales  of  its  credit  re- 
ports. Last  year  it  earned  $1.5  million  for 
the  whole  year,  $1.23  a  share.  Chilton's 
stock,  a  volatile  mover  in  the  early  1970s 
when  the  firm's  earnings  were  up  and 
down,  is  now  on  the  American  Stock 
Exchange  and  stabilized  at  around  five 
times  earnings  for  the  last  two  years. 

The  business  of  credit  reporting  has 
not  changed  essentially  since  the  days 
when  Jim  Chilton — Bob's  grandfather — 
went  round  to  Dallas  merchants  and 
bankers  and  gathered  information  on 
how  well  local  farmers  paid  their  bills. 
Today  a  retailer,  banker  or  finance  com- 
pany will  hand  accounts  receivable  re- 
cords to  a  credit  reporter  who  will  put 


Risk-Taker:  Bob  Chilton,  the  third 
generation  to  head  Chilton  Corp., 
risked  the  family  fortune  to  save  it. 


them  with  the  records  of  other  lenders  as 
they  pertain  to  a  particular  individual. 
The  next  time  that  individual  tries  to 
borrow  or  open  a  charge  account,  a  cred- 
it report  is  supplied  to  the  lender  or 
retailer  at  a  charge  of  $1.50  per  report. 

With  more  Americans  borrowing 
more  and  with  an  assist  from  laws  such  as 
the  Equal  Credit  Opportunity  Act  of 
1974 — separate  credit  reports  for  wives 
and  husbands — the  business  of  firms  like 
Chilton  grows  steadily.  As  Bob  Chilton 
sees  it,  the  very  computerization  that 
speeds  up  the  supply  of  credit  data  cre- 
ates credit  opportunities.  "There  are 
banks  that  advertise  a  lunchtime  loan," 
says  Chilton,  a  lean,  athletic  man.  "They 
couldn't  grant  a  loan  in  minutes  without 
virtually  instant  credit  data  services." 

And  that  is  where  the  competition 
stands  at  the  moment:  Which  company 
can  supply  the  most  complete  credit  re- 
port fastest  to  a  local  or  a  national  credi- 
tor. Chilton  is  strong  in  the  markets  of 
Dallas,  New  Orleans,  Denver  and  Bos- 
ton. In  order  to  widen  its  area  of  oper- 
ations, it  has  a  plan  to  link  up  its  credit 
files  next  year  with  those  of  Trans  Union, 
which  is  strong  in  Chicago  and  St.  Louis 
and  has  a  presence  in  the  big  New  York 
and  Los  Angeles  markets. 

TRW,  says  Vice  President  and  Gener- 
al Manager  of  Credit  Information  Ser- 
vices Edward  J.  Brennan  Jr.,  looks  down 
on  all  this  with  bemusement.  "I  wonder 
if  somebody  shouldn't  be  asking  some 
antitrust  questions  about  this  arrange- 
ment, says  Brennan.  His  company, 
which  dominates  the  market  in  Califor- 
nia and  leads  in  the  New  York-New  Jer- 
sey market,  "is  the  only  company  with 
anything  resembling  a  national  organiza- 
tion," he  says. 

Still;  competition  remains  gentleman- 
ly. TRW  has  not  invaded  the  southwest 
markets  of  Dallas  and  Houston;  Chilton, 
number  one  in  Dallas,  has  not  made  a 
big  push  in  Houston,  where  Associated 
Credit  Bureaus,  a  smaller  organization, 
holds  sway.  And  aggressive  price  compe- 
tition has  not  come  to  the  industry — yet. 

Such  battles  lie  ahead.  Bob  Chilton 
has  risked  a  lot  of  money  to  give  a  family 
company  equipment  as  modern  as  any  in 
the  country.  But  if  he  hadn't  okayed  the 
risks  of  the  last  decade,  Chilton  would  be 
a  relic  rather  than  a  competitor  today.  ■ 
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The  three  pieces  of  copier  paper  covering  our  name  are  different  from  each 
ther  because  copiers  are  different  from  each  other. 

The  papers  they  need  must  be  made  to  meet  precise  and  different  standards, 
epending  on  the  particular  copier.  We  have  developed  many  varieties  of  copier 
aper  which  do  just  that. 

We  make  a  lot  of  it,  too  —  more  than  any  other  papermaker  in  the  world. 

We're  good  at  making  paper  and  at  selling  it:  We  compete  in  three  areas  of 
le  paper  business  and  have  a  leading  market  share  in  all  three. 

Business  communication  papers.  Not  only  office  copier  paper,  but  paper  for 
omputers,  business  forms,  letterheads.  We  are  a  major  maker  of  such  papers. 

Linerboard  and  corrugating  medium.  Nobody  makes  better.  Independent 
ox  makers  must  agree,  because  they  buy  more  from  us  than  from  any  other 
apermaker.  We're  their  number  one  supplier,  and  they  have  22%  of  the  market. 

Groundwood  printing  paper.  Mail  order  catalogs  and  telephone  books  are 
lade  of  it.  We  make  and  sell  more  paper  for  them  than  any  other  North  American 
roducer. 

We're  big,  too.  Of  the  hundreds  of  papermakers  in  the  United  States,  only  four 
r  five  can  match  our  two  million  ton  capacity.  We're  bigger  in  paper  than  companies 
/hose  names  might  be  more  familiar  to  you  —  Boise  Cascade,  Union  Camp, 
^estvaco,  Mead,  for  example. 

Investors  who  know  our  performance  believe  in  our  future.  Over  the  last 
ive  years,  our  earnings  per  share  have  grown  at  an  average  annual  rate  of  30%. 
q  the  same  five  years,  our  pre-tax  return  on  sales  increased  more  than  150%  to 
3. 0%  and  return  on  equity  has  doubled  to  14. 4% . 

Our  NYSE  ticker  symbol  is  GNN,  and  our  newspaper  stock  listing  is 
jtNoNk.  Our  chairman  is  Sam  Casey.  He  wants  to  send  you  our  annual  report, 
10- K  and  a  fact  book  about  GNN  and  the  paper  industry. 

Write  to  him  at  Great  Northern  Nekoosa  Corporation,  75  Prospect  Street, 
itamford,  Connecticut  06901. 


IMo  Place  To  Go  But  Dp? 

The  natural  gas  business  may  be  down,  but  it's  far  from  being  out. 
Look  at  New  Jersey's  Public  Service  Electric  &  Gas. 


These  days,  the  chairman  of  New  Jer- 
sey's Public  Service  Electric  &  Gas, 
Robert  I.  Smith,  has  the  cheerful  appre- 
hensiveness  of  a  man  who  has  begun  to 
suspect  that  maybe  the  worst  may  be 
over.  He  hopes. 

For  PSE&G,  the  worst  was  pretty  aw- 
ful. Natural  gas  sales  provide  30%  of 
PSE&G's  $1.9-billion  revenues,  18%  of 
its  $288-million  operating  profit.  But 
PSE&G  went  into  last  winter  prepared 
for  a  30%  curtailment  in  its  contracted 
pipeline  gas  supplies,  and  then  found  its 
principal  supplier,  at  the  height  of  last 
winter's  record  cold  snap,  cutting  it  back 
by  close  to  50%.  Smith  began  urging  his 
residential  customers  to  lower  their  ther- 
mostats and  cut  back  their  usage.  He  had 
to  cut  service  off  for  nine  days  to 
PSE&G's  big  industrial  gas  customers, 
and  he  found  himself  interrupting  his 
interruptible  customers  for  an  uncon- 
scionable percentage  of  the  time. 

That  was  the  worst  of  a  series  of  bad 
winters  PSE&G  has  faced  ever  since  the 
U.S.  began  running  out  of  natural  gas  in 
1970.  But  even  if  things  improve,  the 
damage  has  been  done.  "We  are  losing 
customers  in  our  territory,"  says  Smith. 
"And  it's  not  only  that.  With  the  in- 
creased cost  of  gas,  there's  also  a  high 
degree  of  conservation  taking  place. " 

PSE&G's  public  utility  status  protect- 
ed it  from  the  full  financial  consequences 
of  the  company's  natural  gas  shortage.  It 
has  been  able  not  only  to  pass  along  any 
increase  in  raw  material  costs  but  also  to 
offset  the  declining  profits  on  its  natural 
gas  business  with  higher  rates.  The  re- 
sult is  that,  though  PSE&G's  total  return 
on  equity  dwindled  from  12%  in  1971  to 
9%  in  1975,  by  midsummer  of  this  year 
higher  rates  had  brought  it  back  to 
12%—  not  far  from  the  13%  allowed  rate 
of  return.  What  makes  Smith  uneasy, 
however,  is  urging  conservation  on  his 
customers  when  the  result  is  that  the  less 
gas  they  use  the  higher  their  rates  will 
be.  "When  you  urge  conservation," 
Smith  says,  "you're  telling  your  custom- 
ers, don't  use  so  much  of  my  product, 
and  that's  just  anti  the  free-enterprise 
system." 

Still,  Bob  Smith  hopes  that  things  are 
looking  up.  Last  month  he  was  sanguine 
enough  about  the  prospects  for  natural 
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gas  to  work  out  a  deal  to  acquire  the 
adjacent  New  Jersey  Natural  Gas  Co. — 
for  $44  million  in  PSE&G  stock.  Smith 
doesn't  suggest  that  New  Jersey  Natural, 
with  $119  million  in  assets  and  a  $4- 
million  net  profit  on  $92  million  in  sales, 
will  prove  any  bonanza.  What  it  does 
offer  is  a  1,700-square-mile  service  area, 
two- thirds  the  size  of  PSE&G's,  serving 
New  Jersey's  booming  seaside  resorts. 
"This  is  a  growth  area,"  Smith  says.  The 
Administration  would  like  to  phase  out 
natural  gas  as  an  industrial  fuel,  and  by 
expanding  into  this  new,  substantially 
residential  area,  PSE&G  can  be  sure  of 
having  a  market. 

So  after  watching  PSE&G's  gas  sales 
slide  7%  over  a  five-year  period,  Smith 
has  begun  thinking  about  getting 
PSE&G's  business  growing  again.  He 
has  already  asked  the  New  Jersey  Public 
Utilities  Commission  to  lift  the  four- 
year-old  moratorium  on  new  gas  custom- 
ers to  the  tune  of  4.8  billion  cubic  feet  a 
year.  PSE&G's  reserve  position  has  im- 
proved considerably.  Thanks  to  conser- 
vation and  attrition,  demand  is  off  3  bil- 
lion cubic  feet  a  year,  while  supply  is  up 
]  billion,  thanks  to  greater  gas  availabil- 
ity from  PSE&G's  suppliers. 


Scapegoat:  As  gas  prices  rise,  says 
Chairman  Smith,  the  heaviest  burden 
will  fall  on  industrial  customers. 


Smith  isn't  content  to  depend  on 
PSE&G's  pipeline  suppliers,  however. 
Through  an  exploration  subsidiary,  En- 
ergy Development  Corp.,  PSE&G  has 
been  looking  for  gas  of  its  own  for  the 
past  six  years,  offshore  and  on,  in  Texas 
and  Louisiana,  and  so  far  it  has  gotten 
3.5  billion  cubic  feet  a  year  for  its  trou- 
ble. That's  less  than  2%  of  the  company's 
total  requirements,  but  it's  a  start  and  a 
good  one.  Smith  says,  "Our  boys  argue 
that  you  get  more  gas  in  direct  propor- 
tion to  how  much  money  you  spend.  So 
we're  spending" — $48  million  this  year, 
up  from  $20  million  in  1976. 

Even  more  promising,  if  less  firm,  is 
PSE&G  s  long-standing  scheme  to  im- 
port liquefied  natural  gas  from  Algeria. 
Everything  that  could  go  wrong  so  far 
has — environmentalist  problems  with  a 
$100-million  terminal  on  Staten  Island, 
regulatory  problems  before  the  Federal 
Power  Commission,  and  political  and  fi- 
nancial problems  with  both  Algeria  and 
its  various  partners.  But  if  the  deal  ever 
goes  through,  360  million  cubic  feet  a 
day— equivalent  to  70%  of  PSE&G's 
consumption — would  become  available. 

(LNG  isn't  PSE&G's  only  imaginative 
energy  venture.  It  has  also  proposed 
building  an  offshore  nuclear  power 
plant,  but  that  has  run  into  political  op- 
position. New  Jersey  Governor  Brendan 
Byrne  wants  to  prohibit  PSE&G  from 
charging  future  development  costs  of  the 
proposed  plant  to  operating  expenses, 
forcing  PSE&G  to  pay  them  out  of  stock- 
holder profits.  Byrne  figured  PSE&G 
would  drop  the  project  if  it  had  to  pro- 
ceed on  that  basis.  So,  much  depends 
on  the  outcome  of  the  gubernatorial 
election.) 

Without  the  LNG  project,  Smith  fig- 
ured that  PSE&G's  gas  sales  will  grow 
from  1.58  billion  cubic  feet  this  year  to 
170  billion  by  1982— not  much  by  the 
standards  of  the  past,  but  a  far  cry  from 
the  7%  decline  PSE&G  experienced  be- 
tween 1971  and  1976.  "We  see,"  he  says, 
"an  increase  in  the  availability  of  gas 
supply  for  at  least  the  next  five  years. 
Five  years  from  now,  though,  I  may 
change  my  mind." 

In  short,  for  all  the  problems,  it's  too 
early  to  count  out  the  natural  gas  busi- 
ness— not  yet.  ■ 

FORBES,  NOVEMBER  15,  1977 


Bethlehem  Steel  is  looking 
for  a  fight.  A  fair  fight. 


Name  a  foreign  steel  pro- 
ducer. We'll  get  in  the  commercial 
ring  with  him  and  battle  it  out  for 
America's  steel  market.  And  if  we 
both  fight  by  the  same  rules,  we're 
confident  we'll  hold  our  own. 

But  that  isn't  the  way  this 
"competition"  works.  When  a 
Japanese  or  European  steelmaker 
climbs  into  the  ring,  his  govern- 
ment almost  always  climbs  in  with 
him.  That's  bending  the  rules  of 
"free"  trade,  and  we  don't  think 
it's  fair. 

How  they  fight 

Most  foreign  steelmakers  are 
either  owned,  subsidized,  financed, 
aided  and/or  protected  in  one  way 
or  another  by  their  govern- 
ments. They  don't  have  the 
same  pressure  we  do  to 
operate  profitably  or 
generate  capital.  / 

M 

f  i 


We  believe  that  much  of  the 
steel  imported  into  the  U.S.  is  being 
"dumped"— that  is,  sold  at  prices 
lower  than  those  charged  in  the 
producer's  own  country,  and 
usually  below  that  foreign  steel- 
maker's full  costs  of  production. 
Dumping  is  illegal,  but  it  has  been 
hard  to  prove. 

Why  they  do  it 
During  periods  of  slack 
demand  at  home,  foreign  steel- 
makers push  to  maintain  high 
production  rates  and  high  employ- 
ment. Result:  a  worldwide  glut  of 


steel. .  .14.3  million  tons  of  steel 
exported  to  America  in  1976, 
priced  to  sell. .  .thousands  of 
American  steelworkers  laid  off  or 
working  short  hours. 

Free  trade,  yes.  But  fair! 

We're  looking  for  a  fight,  yes. 
But  a  fair  fight,  where  all  oppo- 
nents in  the  international  arena 
are  bound  by  the  same  rules. 
Bethlehem  Steel  and  the  American 
steel  industry  are  not  "protec- 
tionist'.' We  are  not  looking  for 
permanent  trade  barriers  against 
foreign  steel  coming  into  our  home 
markets.  All  we're  asking  is  a 
chance  to  compete  on  fair  and 
equal  terms  here  in  our  own 
country. 

Washington  must  help 

We  urge  the  U.S.  Govern- 
ment to  insist  on  fair  trading  prac- 
tices in  steel,  especially  that  steel 
imports  be  priced  to  at  least  cover 
their  full  costs  of  production  and 
sale. .  .to  arrange  for  prompt  tem- 
porary relief  from  the  current 
excessive  flow  of  steel  imports. . . 
and  to  press  for  international 
governmental  negotiations  lead- 
ing to  an  effective  international 
agreement  on  steel  trade. 

If  you  agree  with  us  about 
the  seriousness  of  this  problem, 
please  write  your  representatives 
in  Washington  and  tell  them  so. 

A  free  folder... "Foreign  Steel: 
Unfair  Competition?". .  .explains 
our  answer  to  that  question. 
Write:  Public  Affairs  Dept., 
Rm.  476  MT,  Bethlehem  Steel 
Corp.,  Bethlehem,  PA  18016. 


Bethlehem 


The  only  gusher  I'll  ever  see  is 
at  the  movies? 


Gulf  Production 
Superintendent  Bob 
Valentine  perforates  a 
legend.  "I  don't  think  I 
ever  saw  an  oil  movie 
where  they  didn't  have  a 
gusher.  Everybody  gets 
greasy,  and  they  laugh  a 
lot. 

"But  today  the  only 
gushers  are  in  the  movies, 
not  in  real  life.  And  a 
good  thing,  too.  All  that 
oil  spraying  all  over  the 
landscape.  All  those  tools 
and  pipe  flying  around— 
a  man  could  get  killed 
that  way. 

"The  fact  is  that  wells 


just  don't  come  in  as 
gushers  anymore. 

The  easy  oil  is  gone 

"One  reason  is  that 
drilling  and  well-comple- 
tion technology  has 
improved.  These  days,  we 
bring  the  oil  to  the  surface 
under  carefully  controlled 
conditions,  in  order  to 
avoid  spillage. 

"Another  reason  is 
that  the  easy  oil  is  gone. 
We're  drilling  deeper— 
sometimes  as  deep  as 
20,000  feet.  We're  drilling 
in  tough,  inaccessible, 
out-of-the-way  locations 
we  wouldn't  have 
attempted  ten  years  ago. 

Wet  rock 

"These  days,  an  oil 
strike  is  a  lot  less  dramatic. 


At  the  end  of  a  successful 
drilling  operation,  your 
best  indication  of  oil  may 
be  a  wet  rock.  The  oil  is 
in  the  pores  of  the  rock, 
and  you  sometimes  have 
to  do  some  incredible 
things  to  get  it  out.  Stimu- 
lation with  chemical 
solutions;  fracturing  at 
eight  or  ten  thousand 
pounds'  pressure;  or  steam 
injection  flooding. 

"These  days,  getting 
the  oil  out  is  a  real  chal- 
lenge. But  we've  got  the 
tools  and  the  knowledge, 
and  we'll  do  it." 


Gulf  people: 
meeting  the  challenge. 


"A  modern  oil  strike:  rock  with  oily 
pores." 


"This  is  a  remote  control  blow-out 
preventer  manifold.  It 
keeps  gushers  from  happening.' 


Gulf  Oil  Corporation 
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The  Newsweek-WEFA  Forecast 


tnrh  qmurtrr  Nk.Mp.wuJt  IiTKD>*THp*iu.  offm  iit 
rmdtrt  a  aurrry  of  fiobul  fromomir  trend*  and  it 
f*r*etlH  t*f  th+  mwt4  rronomy.  Prrparwd  in  roltabaro- 
tiom  with  thr  Vmlrrnily  of  Prnntylra *(«  »  Wharton 
tronomrtrir  forrratlim^  Attoriatrt  iWEFA).  met*  rr- 
port  begimi  -  iih  am  ocvr.fl  farr.au.  Thi*  it  fallowrd  by 


it*  the  rronamic  proiuri 
h  Xli,  Bit  twir*  u  y 
inr.  thr  rronamir*  af  ihr 
thr  mine  tm*r*  that  folia 


fthr  wurld  *rorn,my—*mch 

of  thr  Zommtmht  muttU 

Hilar  I  aAu.tr  i»t  nation"  In 
,  NfcWsWtJKls  r.,fc,.  another 
ft    (IMMIM    lh#f>  pru0tf*. 


Then-  sv*»  Raiulsouillrl  »<  lr/75,  Puerto  Rk*.  hi  197fl  awl 
Undo    lit    l«77.      ..I     an   rhlW«1e   gathering  lhal 

hrought  together  the  I.  , id,-rs  of fh.  Western  (x>wi-nui»ljM1Mn 

Itil    itmlrglei    Bill  what  did  thes  acrmo- 

■  Rambuuillrt  ■  I  in  vontrtbttte  the  l.-.i-.i  In  ihr 

world  Rvnwit.  The  Puerto  Rim  raufptrmv  pbred  great 
emphasis  on  restrtctlse  nH'tttUfC*  designed  l«  fiwht  mftalim. 
•is  are*ult,  !l  »n<  uiulouia.-dh  influential  hi  bringing  almul 

the  latlrThalf4.ny76rh.iHlH'  political .  omiiles  ..... ..f the  great 

industrial  pov. ffj  changed  greatls 

In  retrospect,  at  this  time  new  sear,  we  shall  pnilnihh  In- 
locikbig  bat  k  on  the  Lundsm  summit  and  judging  n  tint  hi  hut  e 

hern  v.  bolls  plalltudiiuiuv  ThfR  wu  frunfc  r.-.  (ljftiit „ ..,  uf 
Ihr  prot>lriiiN  <»(  unf  mpl.n  i. iml  tuid  inflalioi).  uf  the  nrt-d  tti 
kt*cp  tredt-  fret-  aiikI  lu  Of  v? lop  Iniemmtional  t-utrrfl>  polMtri. 
Hul  ih*  riiuin  thrust  of  the  luinmonlyw-  sppcrurtit  Id  Ih-  j 
mvttiittiuii  of  thr  dangers  of  tlvtnK  w  tth  high  ttnd  ruinjj 
unrinplot  mcnt,  ptLrtiiutaiij  ainonfi  )outh^  If  tht  Kuiunitt 
tttntuUtt^d  thr  pAftKlpanti  to  kr«p  ihrif  rcitivtrn-s  kuItij]  a 
hit  inotr  &jn,*full>  thin  thry  otherwisr  wooW  have  Jon«\  ft 
ax-con) pi ishrd  ■.huh-  Rood  for  today's  world  rvonotm . 

Tow  an)  thr  end  oflail  vrar  and  dun  iir  thr  raHi  part  of  If/77 
ihr  appt-oj  rtnanatinft  from  Washington  was  for  ixKirdlnatnl 
•timulaliim.  rspevialK  Ir.  tru?  bin  ihrer— the  U.S.,  C«-nnBii> 
and  )apaji  I  hvn-  ha.*  even  brc.i  a  fuhtle  nlrninin  of  lhi< 
utnttpt — nanief)  .th*t  BiiUfn.  Italy  and  Fnmi-rtvtildaffrMd  u> 
join  in  hi  stnnuLllftR  a  bit  if  their  trade  baJtuH-ri  were  Riven  a 
biKiit  b\  virtue  ofthe  stimulus  proRnin  tlirlf  Even  the  severe 
restricttoni  inipowd  on  Brilttin  and  Iraly  hy  the  Intematlanttl 
\t  one  tan  F  und  as  i-onditlons  for  the  loans  granted  the^e  Iwn 
i  miiilnr*  inuld  be  ntrt  if  the  world  aj  a  whole  were  lu  expen- 
entf  ai.i-ele rated  Rrowlh  But  ail  this  pretty  reasoning  was 
deal)  a  severe  blow  by  the  Carter  Administration'*  thruwtng 
two  Ihr  bull  of  the  19T7illiTiulot  pniRraniv  In  the  form  of  the 


s'-'  bu  nAtmH    Untv  th<-  rrlntt-  \nxitr       was  <lr..|>u.<l  tt 

ItnwirvfrtMfl)  imixn^blrfnrtfx  U  S  t..un(<  ut<  jt.  r.  ftort> 

1,.  I.,    IMM...I  In      ],,«   I.  ,,'\  „t  ,\l,..n„U„„    ,„„|  llj'  Ip'.ll'v'.dtMl 

MTtmlrie.  ttmpK  I.  ft  lo -u h„-v«- ihoir  .,wm  -l.il.,l  «r..wlh 

inrgeU  in  I  "    I  h. ,.rt  .nlu.ltt.-4ll>  .lixhtK  Ur.ing.  r  irtai. 

I... II,. I,  U»  i.v.  r-all  w'..rl''l  «r,,w-h\k,rL,,1|!l\,'.,'V  t^.',.  fW 
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Tb<-r4'  I*  >rl  .UM.lher  polh 
anpwlhnndnt  hw  vi-imut  oflK-tln  buhime  .1 
Ihv  nnrt.-  ,.f .  »(  haii|tt>ratv  .idju-tinrnt  In  ,1  w,.ri.l  .if  1.1  jiugtnl 
floiitiiiR  ittli-T.,  n  has  Wen  nuKUi'sted  that  tiHtntm-s  111  «lrot>R 
surplm  |M>Kiti»n>  shouhl  alluw  their  iurrriin<  v  In  fl<><il  up- 
ward Th.  rr  has  In-en  a  Reiirrullv  stnniR  U.-ut^  lie  n-afl.  mid 
•.uuitttU'rutitc  vraMpprtHictlott tllltTt  lru-la'jrliii.iiT8iiflh4  \nir 
in  spite  of  lh»-  yen'',  recent  weaken mir  Smut  further  upu  jrd 
iiiovenirnt  oH-olh  y  en  and  Deutv.  he  mnrk  wm.ld  restrain  th.- 
aniwing  net  export  surpluses  nf  Japan  and  Cenitam  to  the 

Isenefit  of  other   -.Ifi.  ■  who  m-.-  I  In  Inni  aroni.d  ih.  <r 

posi. bents  drfnilv  Dollar  apprvt latum  *nuld  als..  help  tie- 
cauM-lhe  Vb  iv  likrh  to  !«-  a  in aj.tr  trade  U-uefin^n  olse., 
and  DeuUthe  mark  appreiiation.  but  thr  AmrtK  no  IriilU' 
bidain.e  is  mi  strmigls  iwR.ttivr  that  this  nnir.r  imdd  not  Ih' 
revonutvendrd  as  a  means  of  ret-lono*  ml.  matioiMl  halam  r 

U  S  ui^.nplosmenl  h  coming  down,  dr-pite  the  Uk  nf 
any  significant  stimulative  fiscal  polks  As-mining  thai  the 
worlil  Rtowlh  iaraet  of  ulsout  5  percent  e«pan«  hoi  during  the 
course  of  l'j77  Is  attained  and  lh,.l  rhrrr  nrr  no  m.uor  imfor.  - 
seen  disturt>a nces,  it  is  likeK  that  ihr  Ajnerii-aii  imcmplos - 
ment  rale  w  ill  cmtiriue  to  tall,  p*  rhap>  lo  lh<  rangr  offi  to' 7 
per  cent  In  mint  other  Industrial  lountrli-.,  however,  it  is 
wldels  eipecle.!  that  un.-mplos  mt-ot  w  ill  tonlmue  to  rei.Min 
high  4»r  imrt-iw  a  hit  svith  the  present  rale  of  slow  growth 
A  German  gTowth  ratr  of  4  5  lo  5  per  cc.il  ami  a  ]a)M...  s.- 

Nr»t.s.erk,  Jnor  27.  1977 
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hr.l  (|,i..rtcr..l  I.j7h  Intltal  w%m  l!»77  1.  a pn.mi.u.i-. srrowth 
S4  ar  Th.  U  s(  part  ol  the  |m ..I  lor.  . -si  1.  il.jt  rh,  ....prs.s.  .1 
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If  business  worldwide  is  your  target, 
special  opportunities  like  this 
happen  only  four  times  a  year. 


Advertise  in  the  Newsweek  International  - 
WEFA  Forecast  Issues. 

It's  a  survey  of  global  economic  trends  that  appears  quarterly 
as  a  special  section  in  the  center-spread  position  of 
Newsweek's  International  Edition. 

Prepared  in  collaboration  with  the  University  of 
Pennsylvania's  Wharton  Econometric  Forecasting 

Associates  (WEFA),  the  series  began  in  December  1975. 

Response  was  immediate,  enthusiastic  and  widespread. 

Since  then,  the  surveys  have  sparked  still  further  interest 
and  comment  and  have  been  quoted  extensively  in 
newspapers  and  magazines  around  the  world. 

To  advertisers  these  forecast  sections  represent  a  unique 
editorial  environment  for  messages  directed  toward  an 
influential  and  business-minded  audience.  Your  message,  in 


fact,  will  appear  as  part  of  the  WEFA  report  on  heavy  insert 
stock  . . .  within  the  report's  editorial  package. 

Only  a  limited  number  of  positions  are  available  in  the 
Atlantic  and  Pacific  WEFA  sections.  And  at  our  usual 
advertising  rates. 

So  act  now!  Don't  miss  out  on  an  opportunity  to  position  your 
advertising  message  in  a  dynamic  editorial  climate  reaching 
a  circulation  of  420,000  in  the  Atlantic  and  Pacific  areas  .  . 
a  forecast  section  that  is  prime  reading  for  business  and 
government  officials  around  the  globe. 

WEFA  Forecast  Issues  appear  four  times  a  year.  For  further 
information,  write  or  call  Frank  Tortorello,  U.  S.  Advertising 
Director,  Newsweek  International,  444  Madison  Avenue, 
New  York,  NY  10022.  Phone  (212)  350-2556.  Or  contact  your 
nearest  Newsweek  sales  representative.  Let  the  Newsweek 
International-WEFA  Forecast  deliver  your  message  where  it 
counts:  to  today's  business  community  worldwide. 


Newsweek  International 
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How  You  Going  To  Get  'Em  Back 
In  The  Kitchen?  (You  Aren't.) 

"The  single  most  outstanding  phenomenon  of  our  century 

is  the  huge  number  of  women  who  are  entering  the  labor  force. 

Its  long-term  implications  are  absolutely  unchartable." — Eli  Ginzberg 


By  JEAN  A.  BRIGGS 

More  women  than  men  are  getting 
jobs.  That  is  a  simple  fact — even  though 
i  their  unemployment  rate  is  higher.  Dur- 
ing the  past  12  months,  women  got  1.8 
million — almost  55% — of  the  3.3  million 
new  jobs  the  economy  created.  In  Sep- 
tember alone,  500,000  adult  women 
were  taken  on. 

The  tide  of  women  flowing  from  the 
home  to  the  office  and  workshop  is  re- 
lentless. Just  a  shade  less  than  half  of  all 
women  over  16  are  now  either  working 
or  looking  for  work;  in  1960  the  propor- 


tion was  just  over  one-third.  Of  every 
100  jobs  in  the  U.S.  economy,  41  are 
now  held  by  women,  who  constitute  51% 
of  the  population. 

All  of  which  helps  explain  an  anomaly: 
In  the  past  two  years,  the  U.S.  economy 
has  created  6  million  new  jobs;  and  yet 
unemployment  remains  high — 6.8  mil- 
lion jobless  at  last  count.  Women  and 
young  people  are  clamoring  for  jobs  fast- 
er than  even  a  growing  economy  can 
absorb  them. 

Eli  Ginzberg,  a  Columbia  University 
economist  and  a  well-known  specialist  on 
human  resources,  has  called  this  female 


wave  "the  single  most  outstanding  phe- 
nomenon of  our  century."  Ginzberg,  66, 
is  chairman  of  the  National  Commission 
for  Manpower  Policy.  He  warns  Ameri- 
cans not  to  take  this  trend  lightly.  "Its 
long-term  implications,"  he  says,  "are 
absolutely  unchartable." 

Unchartable?  "Yes,"  said  Ginzberg, 
perched  behind  a  cluttered  desk  in  an 
office  he  shares  with  his  secretary  at 
118th  Street  and  Broadway  in  the  heart 
of  the  Columbia  campus.  He  stood  by  his 
statement.  "Yes,"  he  said,  "I  really  be- 
lieve it  is  the  major  phenomenon  of  the 
century.  l  ean  t  think  of  one  more  impor- 


Unprogrammed  Urban  Renewal 

One  of  the  "unchartable"  implications  of  more  working 
women  (see  story  above)  may  be  a  powerful  lift  to  real  estate 
values  in  a  good  many  downtown  areas.  Consider  Mary 
Procter,  35  (at  left,  with  daughter  Janina),  a  consultant  with 
American  Management  Systems,  Inc.  In  1973  Mary 
Procter,  her  husband  William  Matuszeski,  36,  a  Commerce 
Department  lawyer,  and  their  three  children  paid  $69,000 
for  a  house  in  the  Capitol  Hill  section  of  Washington,  D.C. , 
once  among  the  worst  slum  areas  in  that  or  any  other  U.S. 
city.  Why?  "Because,"  she  says,  "it  provides  the  base  to  get 
the  good  jobs  we  both  want. " 

Isn't  city  living  expensive?  Aren't  private  schools  often 
necessary  for  the  kids?  Yes,  but  with  two  incomes,  the  costs 
are  bearable.  A  $20,000  salary  and  a  $15,000  salary— 
neither  exceptional — make  a  combined  income  of  $35,000 
and  put  the  family  among  the  top  18%  as  far  as  earnings  are 
concerned. 

The  Procter- Matuszeski  decision  to  homestead  in  the 
central  city  is  increasingly  common,  as  pictures  on  the 
following  pages  will  show.  For  such  reasons,  the  decades- 
long  trek  by  the  middle  class  to  the  suburbs  may  be  over,  if 
not  actually  reversing.  It's  too  early  to  be  sure,  but  already 
there  are  straws  in  the  wind.  For  example,  central-city 
home  values  have  lately  begun  to  hold  their  own  against 
suburban  values.  Between  1973  and  1975,  the  market  price 
of  urban-owned  homes  rose  20%,  as  compared  with  a  19% 
rise  in  the  suburbs.  In  rental  housing  in  the  same  period, 
reversing  a  ten-year  trend,  urban  rents  climbed  nearly 
16%,  while  suburban  rents  were  climbing  14%. 

Says  economist  Nancy  Barrett  of  the  Washington-based 
Urban  Institute:  "Suburban  life  is  set  up  for  women  who 
don't  work.  " 
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tant.  [Automobiles,  airplanes,  nuclear 
power  plants,  all  brought  about  by  tech- 
nology] represent  what  I  would  call  in- 
frastruetural  changes.  Important  as  they 
are,  they  do  not  go  to  the  guts  of  a 
society.  I  would  say  the  guts  of  a  society 
are  how  it  works  and  how  it  plays,  how 
people  relate  to  each  other,  whether 
they  have  children  and  how  they  bring 
them  up.  Therefore,  I  really  do  see  in 
the  question  of  women  and  work  really  a 
millennial  type  of  change." 

Ginzberg  sketched  some  of  the 
broader  implications. 

"One:  We  are  already  at  a  place  where 
the  U.S.  population  is  not  reproducing 
itself;  we  are  below  renewal  levels.  I 
don't  say  that's  very  bad  either  for  the 
U.S.  or  the  world,  but  it's  a  fairly  impor- 
tant phenomenon  and  I  directly  associate 
that  with  this  question  of  the  way  in 
which  women  and  men  are  responding 
to  this  situation. 

"Second:  I  don't  think  there's  been 
enough  time  to  really  know  whether  or 
to  what  extent  children  who  see  very 
much  less  of  their  mother  will  be  as  well 
off,  better  off  or  worse  off.  I'm  really 
quite  neutral  on  this  at  the  moment.  I 
haven't  seen  any  clear-cut  evidence.  I'm 
sure  that  neglected  children  will  be 
worse  off,  but  the  notion  that  mothers 
who  work  neglect  their  children  is  a 
presumption,  not  a  fact.  Clearly,  you  can 
neglect  your  children  by  being  at  home 
and  you  can  not  neglect  them  by  being 
away.  The  impact  on  children  is  going  to 
be  quite  delayed. 

"Third:  I  don't  know  yet  by  a  long  shot 
how  the  women  themselves,  once  the 
excitement  of  being  in  the  world  of  work 
fades  a  little  bit,  will  react.  I'm  im- 
pressed with  the  fact  that  even  today, 
not  only  in  the  U.S.  but  in  the  rest  of  the 
industrial  countries  where  the  same 
thing  is  happening,  women  still  have 
most  of  the  responsibilities  for  running 
the  household  as  well  as  running  their 
jobs.  That  makes  for  a  very  considerable 
energy  expenditure.  One  study  of  career 
women  in  New  York  back  in  the  Fifties 
showed  that  many  of  them  were  living  on 
a  physical  and  emotional  edge  because  of 
just  such  energy  expenditures. 

"I  don't  know  either  how  in  the  long 
scheme  of  things  the  men  will  feel  about 
all  of  this  or  adjust  to  it. 

"So  the  delayed  effects  of  this  are  very 
much  shrouded  in  darkness." 

Some  effects,  however,  are  already 
quite  clear,  Ginzberg  continued.  The 
number  of  female-headed  households 
has  increased  rapidly  in  the  last  decade. 
Ginzberg  and  a  number  of  his  col- 
leagues, notably  economists  Isabel  Saw- 
hill  and  Heather  Ross  in  their  book  Time 
of  Transition,  say  this  is  due  in  large 
measure  to  the  increased  economic  op- 
portunities of  women.  The  welfare  sys- 
tem, of  course,  contributes  to  it,  but  it  is, 
in  Ginzberg s  view,  less  important  than 
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Chicago:  Josephine  Orba,  30,  is 
with  a  food-catering  firm.  Her 
husband,  John  Butsch,  34,  develops 
loft  spaces.  No  children  yet,  but 
they  plan  on  a  family.  They  paid 
$50,000  for  an  old  loft  building 
in  1975,  have  so  far  put  $45,000  more 
into  their  own  living  space.  They 
rent  out  seven  other  units. 


New  York:  Susan  Young,  34,  is  an 
associate  in  Compton  Advertising's 
media  department.  Her  husband,  Parry, 
34,  is  a  municipal  bond  analyst  at 
Standard  &  Poor's.  They  have  two 
children:  Morgan,  6,  and  Sybil,  3. 
They  bought  a  co-op  apartment  for 
$33,000  this  year,  have  put  $25,000 
in  improvements.  Says  Susan  Young: 
"With  both  of  us  working,  moving 
to  the  suburbs  would  give  us  no  time 
with  the  children." 
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the  fact  that  women  can  now  work  and 
support  themselves.  In  some  cases  men 
walk  out  feeling  women  can  support 
themselves;  in  others  women  throw  men 
out,  believing  they  can  support 
themselves. 

But  women  can't  always  support 
themselves.  They  still  make  less  money 
than  men,  often  for  the  same  work.  For 
example,  male  clerical  workers  make 
69%  more  than  female  clerical  workers; 
male  administrators  79%  more  than  fe- 
male. Thus  the  increase  in  the  number  of 
female-headed  families,  33%  of  which 
are  below  the  poverty  line  (vs.  9.4%  for 
the  nation  as  a  whole),  is  a  problem  for 
society. 

Ginzberg  cites  another  impact  that  is 
already  apparent— on  cities:  "The  big, 
old  cities  of  the  U.S.  will  not  be  dismem- 
bered," he  asserts,  "and  the  reason  in 
large  part  is  that  the  city  offers  the  best 
opportunities  to  career-oriented  women. 
A  woman  cannot  actually  live  in  a  suburb 
and  find  more  than  an  occasional  attrac- 
tive job  to  be  performed  out  there.  A 
woman  has  to  live  in  the  city  to  find  a 
large  variety  of  opportunities.  The  more 
interest  women  have  in  working  continu- 
ously, the  more  they  are  likely  to  live  in 
a  city.  One  of  the  ways  a  city,  New  York 
in  particular,  can  help  itself  is  to  expedi- 
tiously try  to  refurbish  neighborhoods 


and  housing  for  relatively  high-earning 
young  couples  with  career  interests." 

This  is,  of  course,  already  happening, 
not  only  in  New  York  but  in  many  other 
cities:  Older  urban  areas  are  being  re- 
modeled specifically  to  accommodate 
working  couples. 

Corporations  are  being  impacted,  too, 
in  a  variety  of  ways,  not  the  least  of 
which,  according  to  Ginzberg,  is  the  fact 
that  "they  can  no  longer  get  a  wife  for 
nothing" — for  entertaining  clients,  moti- 
vating her  husband,  nursing  his  wounds. 
Most  corporations,  he  says,  "have  not 
yet  adjusted  their  personnel  policies  or 
taken  into  their  personnel  planning  the 
consequences  of  that  fact. "  They  will  not 
be  able  to  move  young  executives 
around  as  easily,  for  example,  without 
taking  into  consideration  their  wives' 
jobs.  And  they  will  have  to  begin  to 
make  allowances  for  the  fact  that  wives 
will  no  longer  play  the  support  role  they 
once  did — taking  care  of  the  house,  the 
children,  the  shopping,  the  social  ar- 
rangements— but  may  in  fact  need  some 
support  themselves. 

Sweden,  Ginzberg  reports,  has  al- 
ready begun  to  deal  with  this  set  of 
problems.  Fathers,  for  example,  are  giv- 
en time  off  after  their  babies  are  born  as 
well  as  mothers.  The  Swedes  are  trying 
to  decide  whether  to  reduce  the  hours  of 


work  for  mothers  and  fathers  so  they 
have  time  for  family  life. 

Clearly  these  are  problems  the  U.S. 
will  increasingly  face — is  already  starting 
to  face. 

Women's  health  is  also  being  affected, 
says  Ginzberg.  "Historically,  women  in 
the  U.S.  have  had  much  lower  blood 
pressure  than  men.  We  don't  know  yet  as 
much  as  we  ought  to  know  about  blood 
pressure  and  disease,  but  we  do  see  a 
fairly  substantial  rise  in  blood  pressure 
levels  of  engaged  [i.e.,  career]  women. 
We  could  see  a  reduction  in  differing  life 
expectancy  of  men  and  women,  which  is 
now  almost  eight  years — 68.7  years  for 
men,  76.5  for  women." 

What's  behind  the  great  influx  of 
women  into  the  labor  force?  The  wom- 
en's, liberation  movement?  Ginzberg 
says  there's  more  to  it  than  that.  "Most 
things  that  happen  that  have  real  on- 
going and  deep  significance  for  society 
are  more  likely  to  be  the  outcome  of 
unintended  interventions  than  intended 
interventions.  One  of  the  major  develop- 
ments that  brought  this  about  in  the 
U.S.  was  World  War  II." 

Ginzberg,  who  was  working  in  the 
executive  office  of  the  President  in  the 
Forties,  says:  "In  the  middle  of  the  war 
there  were  quite  a  few  high-ranking  mili- 
tary who  were  assigned  the  duty  of  chang- 
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he  capital  goods  group  is  a  world 
=ader  in  high  temperature  industrial 
jrnaces  and  heat  treating  equipment. 


Our  steel  castings  group  is  a  major 
supplier  of  industrial  and  railroad 
castings,  and  grinding  balls  for 
copper  mining. 


lidland-Ross  mechanical  controls 
re  widely  used  on  trucks,  auto- 
lobiles  and  aircraft  of  all  types. 


Midland-Ross'  ranking  in  Fortune's 
500  largest  industrials  in  1976. 

<i>%%£4  290th  in  net  income  as 

a  Percent  of 
Sees  stockholder  equity. 

IIIIIIH  1 95th  in  net  income 
IIHIIH  as  a  percent  of  sales. 


89th  in  total  return 
to  investors. 


Feedrail®  trolley  and  plug-in  busway 
systems  provide  convenient  moving 
power  .  .  .  just  one  of  our  many 
electrical  products. 


Midland-Ross'  performance  ranks  high 
imong  500  largest  industrials. 


he  climb  to  the  top  isn't  easy, 
ut  Midland-Ross  is  getting  there, 
mong  Fortune's  500  largest 
idustrials,  in  1976,  we  ranked 
9th  in  total  return  to  investors 
59.02%),  195th  in  net  income  as 
percent  of  sales  (5.5%),  and 
90th  in  net  income  as  a  percent 
f  stockholders'  equity  (12.3%) 


which  has  more  than  doubled  in 
the  past  five  years.  Good  perfor- 
mance by  the  nation's  425th 
largest  industrial  firm! 

Our  management  philosophy  — 
develop  a  leadership  position 
and  build  on  it  —  is  working. 
We've  sold  operations  which  do 
not  fit  our  plan  and  we're  actively 
developing  the  businesses  that 


do  —  steel  castings,  capital 
goods,  electrical  products  and 
mechanical  controls. 

We're  on  the  move.  And  we  intend 
to  keep  moving.  If  you'd  like  to 
know  more  about  us,  write: 
Midland-Ross  Corporation, 
Dept.  LG,  55  Public  Square, 
Cleveland,  Ohio  44113. 
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San  Francisco:  Linda  Galea,  33,  runs  a  children's  clothing 
store.  Her  husband,  Vincent,  40,  is  a  production  manager  for 
a  scientific  instrument-maker.  They  have  two  children:  Vince, 
10,  and  Dana,  3.  They  purchased  their  home  for  $52,000 
in  1975,  have  put  in  some  $10,000  in  improvements. 


ing  the  attitudes  and  behavior  of  Ameri- 
can married  women  with  middle-class 
backgrounds.  Up  to  that  point  it  was  well 
understood  that  the  overwhelming  ma-| 
jority  of  those  women  did  not  go  to  work.i 
Their  husbands  were  supposed  to  take 
care  of  them;  there  was  a  loss  of  status  if 
he  did  not.  A  few  women  studied  law  and 
medicine,  but  they  were  just  a  handful, 
they  didn't  count.  What  happened  was 
that  under  the  pressure  of  war  the  wordl 
went  out  from  Washington  that  every- 
body was  needed.  That  it  was  a  patriotic! 
duty  to  enter  [the  work  force],  and  they 
entered." 

Why  didn't  they  go  home  after  the 
war?  "It's  the  old  story,"  says  Ginzberg. 
"How  do  you  keep  them  down  on  the 
farm  after  they've  seen  Paree?"  Women 
liked  being  out  of  the  house,  contribut- 
ing to  the  world  at  large  and  earning 
money.  Many,  of  course,  did  go  home 
and  have  babies.  But  the  fact  is  that  the 
percentage  of  the  labor  force  made  up  of 
women  kept  increasing  right  through  the 
postwar  baby  boom. 

"Women  were  welcomed,"  says  Ginz- 
berg, "because  the  economy  began  to 
grow  in  areas  in  which  women  had 
historically  played  an  important  role,  in 
the  services — in  education,  health,  re- 
tailing, the  clerical  trades.  Women  want- 
ed the  money  and  the  employers  wanted 
the  women  because  they  found  them 
good  and  efficient  employees."  Ironical- 
ly, Ginzberg  points  out,  the  immigration 
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Denver:  Signe  Brown,  30,  sells  real 
estate  and  studies  law  at  Denver 
University.  Her  husband,  Eugene,  34,  is 
director  of  communications  for  The 
National  Conference  of  State  Legisla- 
tures. They  bought  a  77-year-old  house 
for  $33,000  in  1975  and  have  added 
more  than  $10,000  worth  of  improve- 
ments. They  intend  to  have  a  family. 


laws  of  the  1920s,  designed  to  help  main- 
tain the  so-called  purity  of  the  popula- 
tion, helped  pave  women's  way  into  the 
labor  force:  Men  simply  were  not  avail- 
able in  sufficient  numbers. 

"Once  families  began  to  get  used  to 
having  two  incomes,  it  became  increas- 
ingly difficult  for  them  to  go  back  to 
having  one.  Today  the  American  econo- 
my could  not  possibly  stand  the  with- 
drawal of  any  portion  of  the  women  from 
work  because  so  much  of  the  economy  is 
geared  to  the  income  level  that  women 
make  possible.  They  have  become  the 
mainstay  of  the  middle-class  economy. 
The  number  of  men  who  could  support 
their  families  at  a  reasonable  standard  of 
living  by  their  own  earnings  is  lew." 

Ginzberg  cites  other  factors:  birth  con- 
trol, smaller  families  and  the  whole  sim- 
plification in  living,  represented  by 
refrigerators,  electrical  appliances,  pre- 
pared food,  which  tended  to  do  away 
with  traditional  women's  work.  And  ur- 
banization. "Roughly  70%  of  the  popula- 
tion now  lives  in  metropolitan  centers. 
That  makes  it  much  easier  for  women 
both  to  be  at  home  and  to  work  than  if 
we  had  been  scattered  all  over  the 
countryside.'' 

The  rate  of  job-seeking  by  women  has 
increased  dramatically  in  the  last  few 
years,  primarily  because  of  what  Ginz- 
berg calls  "the  revolution."  "It  seems 
surprising  because  men  simply  can't  be- 
lieve how  deep  the  revolution  is.  The 


Are these 

M&M's 
melting  in  your 

mind? 

The  confusion  surrounding  Ml  and  M2 
money  supply  statistics  is  dispelled  in 
a  new,  informative  booklet  by  E.F.  Hutton. 

What  is  meant  by  the  Federal  Reserve  Monetary 
Targets?  Which  money  supply  figures  are  more 
important  than  others?  Which  have  short-term 
significance?  Which  long  term?  What  effect  does 
money  supply  have  on  interest  rates?  On  inflation? 
What  happens  when  money  supply  gets  out  of  line 
with  Fed  objectives?  Of  what  importance  are  these 
figures  to  you  as  an  investor? 

E.F.  Hutton's  new  booklet,  "Some  Thoughts  on 
the  Money  Supply  Statistics)'  gives  you  the  answers 
to  these  and  other  important  questions  about  money 
supply.  Send  the  coupon  below  to  us  and  learn 
another  reason  why,  "When  E.F.  Hutton  talks, 
people  listen'.' 


E.F.  Hutton,  One  Battery  Park  Plaza,  New  York,  N.Y.  10004 
(212)  742-5000.  Attn:  Adv.  Dept. 
Yes,  I  want  to  increase  my  knowledge  of  the  Money  Supply  Figures. 
□  Please  send  me  your  booklet. 

Name  =  

Street  

City  


State. 


Zip. 


Home  Phone. 


Business  Phone- 


My  EFH  Account  No.  is  j  j  Q I  have  no  EFH  Account 

IFHutton 

When  E.F.Hutton  talks, people  listen. 
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What  your  home  could 
have  in  common  with  the  Metf 
theTate,  and  the  Louvre. 

Beautiful,.original  works  by  artists 
who  are  represented  in  the  world's  great 
museums  and  galleries  can  be  yours  for  very 
reasonable  prices. 

We  offer  original  etchings,  litho- 
graphs and  serigraphs  signed  by  Calder, 
i  Chagall.  Dali,  Delacroix,  Renoir  and 
~  other  important  artists. 

(John  Garufi's  striking  etching 
"Winter  Trees"  is  just  one  of  the  many 
fine  prints  we've  recently  made  available.) 

Our  expert  advice  and  full  money- 
back  guarantee  are  your  assurances  that  the 
art  you  buy  will  have  lasting  value  and  beauty. 

Send  for  our  colorful,  descriptive 
brochure,  without  obligation.  * 

Original  print  collectors  group,  Ltd/  j 

120  East  56th  Street,  Dept.  F15.  New  York,  N  Y.  10022 
□  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE 


JOHN  GARUFI's  "Winter  Trees' 


Name 


Address 


City 


State 


Zip 


©  197  7  Original  print  collectors  group,  Ltd. 


RdReynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  87  V7  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5, 1 977  to  stockholders  of  record 
at  the  close  of  business  November  1 0, 1 977. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  October  20. 1977 

Seventy-Seven  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Aluminum  Products 

Food  Products  Packaging  Materials 

Fruit  Beverages  Petroleum 
Containerized  Freight  Transportation 


Economist  Ginzberg:  Thinking  about 

changes  that  go  "to  the  guts  of 

a  society" — how  it  works  and  plays. 


Bureau  of  Labor  Statistics,  as  good  as  it 
is,  has  constantly  underestimated  female 
participation  rates  in  its  forecasts.  The 
only  possible  explanation  of  that  is  that 
they  aren't  allowing  enough  of  a  factor 
for  the  revolution." 

The  number  of  women  seeking  jobs  is, 
of  course,  a  major  reason  for  the  sticki- 
ness of  the  unemployment  rate.  Are 
women  getting  jobs  that  might  otherwise 
go  to  teenagers  and  to  minorities? 

"That's  an  interesting  question,"  says 
Ginzberg.  "I'm  a  great  believer  in  the 
following  formulation.  On  the  one  hand 
everybody  competes  with  everybody 
else  in  the  labor  force;  on  the  other  the 
labor  force  is  so  structured  that  many 
people  don't  compete  with  each  other  at 
all.  I  think  there  is  competition  at  the 
margin  in  certain  types  of  jobs — retail 
sales,  manufacturing — between  white 
women  and  black  men  and  I  think  there 
is  a  second  competition  between  mature 
women  reentering  the  labor  force  and 
youth.  The  women  are  willing  to  take 
low-level  clerical  jobs  [such  as  mail- 
sorting]  that  might  otherwise  go  to 
beginners. 

"But  again,  women  are  earning 
money  and  creating  jobs  as  well  as 
taking  them.  Without  their  participa- 
tion, the  economy  as  a  whole  would 
be  much  smaller." 

What  happens  next?  Ginzberg  admits 
he  doesn't  know.  But  despite  beginning 
indications  in  the  data  that  the  birth  rate 
could  rise  again,  he  expects  "the  revolu- 
tion" to  go  on.  ■ 
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Introducing  TIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
:utive  market  in  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
ion  ever  published  by  a  general  magazine  in 
ope.  Its  rate  base  of  85,000  was  selected  by 
sus  from  TIME  Europe's  subscribing  executive 
seholds  (one  out  of  every  three  is  in  the  new 
ion). 

Efficiently  priced  at  $3,570  for  a  black  and 
te  page,  this  exclusively  executive  edition  can  be 
d  on  its  own  or  as  a  demographic  supplement  to 
sr  TIME  editions. 

A  5%  discount  will  be  earned  by  matching 


pages  in  TIME  EuroExecutive  and  any  larger  Atlantic 
editions,  or  in  TIME  "T,"  the  demographic  edition 
reaching  top  management  in  the  U.S. 

TIME  EuroExecutive  is  available  every  other 
week,  and  your  local  TIME  representative  will  be 
glad  to  give  you  complete  information  on  how  to 
make  the  most  of  it.  TIME  EuroExecu- 
tive . . .  another  innovation  from . . . 


TIME 


The  weekly  newsmagazine  of  the  world. 


Why  we  dropped  a  shipping  sack  full  of  $147,9 


We  believe  in  the  multiwall  shipping  sack 
so  much  that  we  went  to  this  extreme  to  demon- 
strate its  effectiveness. 

Of  course,  we  chose  the  ultimate  in  ship- 
ping sacks— our  reinforced  pinch 
bottom  bag— because,  after  all, 
a  lot  was  at  stake.  And 
it  held,  as  we  knew 
it  would. 

For  most  prod 
ucts  you  don't  need 
all  that  protection. 

And  the  ordinary 
shipping  sack  is  extremely 
versatile. 

Enter  the  paper  bag. 
The  first  machine  for  making  paper  bags 
was  developed  in  1852.  And  soon  the  paper 
shipping  sack  became  a  mainstay  of  the 
American  distribution  system. 

In  the  beginning,  sacks  were  filled  by  shovel 
and  closed  by  sewing  the  ends.  But,  by  1930, 
St.  Regis  was  producing  a  pasted-end  bag  with 
a  "valve"  for  filling.  And  making  the  equipment 
to  fill  it. 

Automation  on  the  filling  line  had  begun. 


And  that  was  a  major  step  forward. 

More  layers,  better  seals. 

Today  we  make  an  even  better  bag 
stepped-end  pinch  bottom  bag.  It 
a  pre-applied  hot  melt  adhe 
that  permits  autom 
closing  and  gives  a 
strong,  tight  seal. 
This  closure  is  so  s 
that  a  200  lb.  man  can  jumi 
bag  containing  only  air  and  noi 
break  it. 

In  fact,  the  ends  are  actually  as  stron 
or  stronger  than,  the  bag's  wall's. 

And  we  can  add  layers  of  other  materi 
to  reinforce  the  pinch 
bottom  bag.  The 
one  with  the  pearls  ^ 
is  actually  ^£ 
made  with  six  i 
layers  of 
material,  as 
shown  on  the  left. 

Inside  is  a  layer 
of  polyethylene  for 
moisture  protection. 
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rth  of  pearls  200  ft.  into  the  Atlantic  Ocean, 


:wo  layers  of  kraft  paper,  followed  by 
•  of  cross-laminated  plastic— which  is 
lely  tough.  Then 
ore  layers  of 
>aper.  The  outer 
specially  , 
ed  to  be  I 
er  than  reg-  ~* 
•aft  when  wet. 
at  this  is  just  one 
ile  of  what  a  pinch  bottom  bag  can  do. 
ti  engineer  the  layers  in  a  bag  to  take  a  lot 
mnishment  than  you  would  ever  think, 
various  papers,  plastics  and  even  alumi- 
p.  And  all  the  different  combinations 
i. 

Part  of  our  future  is  in  the  bag. 

f  course,  the  reason  we  went  to  such 
s  to  show  the  strength  of  our  bag  is  to 
lp  the  direction  we're  heading, 
s  one  of  the  world's  leading  producers  of 
^all  bags,  we're  out  to  replace  more  expen- 
ickages  with  our  reinforced  shipping  sacks, 
lie  fiber  drum,  for  instance.  We're  actually 
>ing  caustic  soda  in  one  of  our  reinforced 
bottom  bags. 


Technology  and  marketing. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber 
and  construction  products.  To  use  the 
full  weight  of  our  technology  in  serv- 
ing our  markets  and  in  renewing 
the  forest  resource  our  products 
come  from. 


St.  Regis— serving  Man  and  Nature. 


Faces  Behind  The  Figures 


A  Very  Popular 
New  Issue 

Capital  anyone?  Ex-Chase  Manhat- 
tanite  David  Sambar  has  $125  million  to 
invest.  The  Sharjah  Group,  of  which  he 
is  the  new  chief  executive,  raised  the 
money  by  selling  stock  throughout  the 
Arab  world.  A  good  piece  of  the  money, 
a  little  over  20%,  came  from  non-Kuwaiti 
Arabs  who  work  in  Kuwait — Egyptians, 
Pakistanis,  Palestinians  in  large  part.  By 
law  the  Kuwait  economy  is  a  virtual  mo- 
nopoly of  a  small  group  of  Kuwaiti  na- 
tives, and  guest  workers  can't  own  Ku- 
waiti shares  or  Kuwaiti  property  except 
as  minority  partners.  But  they  can  invest 
in  Sharjah  Group,  domiciled  in  Sharjah 
(in  the  United  Arab  Emirates).  "Anyone 
with  an  Arab  passport  can  buy  our 
shares,"  says  Sambar.  A  Lebanese  by 
birth  and  still  a  Lebanese  citizen,  he 
came  to  the  U.S.  as  an  accountant  for 
Arabian  American  Oil  Co.  Sambar  re- 
turned to  Beirut  as  an  auditor  for  Chase 
Manhattan  and  became  marketing  direc- 
tor for  the  Middle  East  and  North  Africa 
before  being  lured  away  to  London  to 
head  the  Group. 

The  Sharjah  Group  itself  was  dreamed 
up  by  two  prominent  Kuwaitis,  and  lead- 
ers of  the  Kuwait  and  Sharjah  govern- 
ments and  business  establishments 
threw  in  $70  million  of  the  Group's  cap- 
ital. Sambar  then  sold  $55  million  worth 
of  shares  to  35,000  Arab  investors. 

"The  subscription  was  so  popular, 
says  Sambar,  "that  it  was  oversubscribed 
five  times,  and  the  value  of  a  share  went 
up  700%  in  five  days.  There  is  a  lack  of 
opportunities  for  investment  in  a  purely 
Arab  company,  a  big  company  like  this. 

"Basically,"  says  Sambar,  "we're  wide 
open  to  investment  proposals.  My  office 
identifies  opportunities  worldwide, 
mostly  in  Europe  and  North  America, 
but  eventually  in  Australia,  South  Amer- 
ica and  the  Far  East.  I  would  give  prior- 
ity, however,  to  investments  where  we 
can  go  into  a  company,  buy  a  minority 
interest  and  bring  the  technology  or  ser- 
vice to  the  Middle  East."  The  Group  is 
already  involved  in  a  project  to  set  up  a 
"800"  toll-free  telephone  system  in  Eu- 
rope, called  Group  800  N.V.  Sharjah 
Group  is  in  the  final  stages  of  negotiation 
on  a  contract  to  establish  a  Middle  East 
distributor  and  manufacturing  arm  of  a 
Belgian  tire  manufacturer  in  Sharjah. 
Another  of  Sam  bar's  ideas,  about  which 
he  remains  tight-lipped,  is  an  operation 
"related  to  money-market  instruments," 
to  be  located  in  his  London  office. 

"We  have  $125  million  in  capital,  but 
that  is  perhaps  just  half  the  story.  Each 


founding  member  is  a  millionaire  in  his 
own  right  and  can  come  in  anytime  on  a 
decent  project. 

"Were  interested  in  energy-related 
companies  but  not  petrochemicals, 
since  that  is  where  the  Arab  govern- 
ments are  already  deeply  involved. 
Computer  companies  and  technology 
companies  of  medium  size  would  inter- 
est us,  as  would  subsidiaries  of  very  large 
foreign  corporations."  The  Group  is  also 
in  a  position  to  handle  private  place- 
ments and  offer  other  financial  interme- 
diary services  to  the  local  governments 
and  private  individuals. 

One  floor  of  Sambar's  49  Park  Lane 


office  is  an  Arab  diwanieh,  a  sort  ol 
lounge  where  visitors  can  conduct  their 
business  in  the  Middle  Eastern  style.  M 
hot  line  to  Kuwait  keeps  him  in  contact 
with  Sheik  Nasser  Sabah  Al-Ahmed  AU 
Sabah,  the  Group's  chairman  and  nephn 
ew  of  Kuwait's  ruler;  closed-circuit  tele-< 
vision  keeps  him  abreast  of  worldwide 
stock  exchange  activity. 

Sambar  is  delighted  to  see  the  Group's 
shares  so  much  in  demand,  but  feels  the 
pressure  as  well  as  the  popularity.  If 
you're  holding  the  baby  at  400%  par,  I 
have  to  produce  enough  profit  for  the 
company  to  show  a  good  return  for  the 
most  recent  buyer,"  he  says.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$250,000,000 
General  Motors  Acceptance  Corporation 

8 '4%  Debentures  Due  November  15, 2006 

Interest  payable  May  15  and  November  15 


Price  993/4%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO. 
KUHN  LOEB  &  CO.      MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH      SALOMON  BROTHERS 

Incorporated  Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DREXEL  BURNHAM  LAMBERT  HORN  BLOWER,  WEEKS,  NOYES  &  TRASK 

Incorporated  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS      LOEB  RHOADES  &  CO.  INC.      PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIBAS  BECKER    WERTHEIM  &  CO.,  INC.    WHITE,  WELD  &  CO.    DEAN  WITTER  &  CO. 

Incorporated  Incorporated  Incorporated 

October  28, 1977. 


Faces  Behind  The  Figures 


Populist  Hoc 

Picketing  is  for  people  who  don't  have 
any  money  and  plenty  of  time  to  horse 
around,  says  Dr.  Benjamin  Yellen,  who 
still  sees  patients  at  his  concrete  clinic  in 
California's  lush  Imperial  Valley.  In- 
stead, medico  Yellen  delivers  yellow 
mimeographed  manifestos  door  to  door. 
But  he  also  hired  a  lawyer  to  file  writs, 
with  more  devastating  effect.  Yellen  is 
the  man  who  recently  won  a  federal 
court  decision  confirming  the  validity  of 
a  75-year-old  law  limiting  the  size  of  a 
farm  entitled  to  federal  irrigation  water 
to  160  acres  per  individual  farm  family 
member. 

For  20  years  Yellen,  now  over  70,  has 
been  fighting  the  large  corporate  farms 
that  dominate  the  intensely  cultivated 
valley  that  stretches  for  50  miles  to  the 
Mexican  border.  Without  water  from  the 
Colorado  River,  Imperial  County  would 
be  a  desert.  Now  it  is  one  of  the  U.S.' 
five  most  productive  in  farm  revenues, 
with  yearK  crops  worth  over  $500 
million. 

It  was  the  1902  Reclamation  Act  which 
Yellen  cited  in  his  battle;  he  claims  that 
Congress  never  intended  to  supply  sub- 


Threadbare 

Renaud  Gillet  has  spent  most  of  his 
working  life  in  the  French  textile  busi- 
ness, and  it  isn't  getting  any  easier.  As 
chairman  of  $4.4-billion-sales  Rhdne- 
Poulene,  France's  fifth-largest  private 
company,  Gillet,  63,  is  heading  for  losses 
of  up  to  $140  million  in  synthetic  fibers 
this  year — even  more  than  Italy's  disas- 
ter-prone Montedison — and  the  cut- 
backs he  is  proposing  to  deal  with  these 
losses  are  causing  big  headaches  for  the 
French  government. 

Gillet's  fiber  problems  have  been 
building  for  some  time.  In  the  past  two 
years  R-P's  losses  in  the  industry  totaled 
$277  million.  But  now  things  are  getting 
serious.  Fibers  account  for  26%  of  sales, 
and  the  company's  reasonably  health} 
chemical  and  pharmaceutical  businesses 
are  fed  up  with  the  laggard. 

When  a  firm's  losses  exceed  the  equiv- 
alent of  three-fourths  of  its  capital, 
French  law  requires  that  shareholders 
vote  on  whether  the  firm  should  live  or 
die.  Since  the  textile  subsidiary's  capital 
is  only  $72  million  (Rhdne-Poulenc 
Group,  once  debt-free,  is  now  leveraged 
0.8  to  1),  this  should  have  happened  two 
years  ago.  But  so  far  the  parent  company 
has  been  bailing  out  textiles.  Now 
Rhdne-Poulenc  wants  the  money  for  oth- 
er investments — especially  abroad, 
where  it  is  more  profitable — and  is  balk- 
ing at  pouring  more  into  fibers.  Textile 


190 


sidi/.ed  water  to  large  farms.  So  far,  the 
Ninth  Circuit  Court  of  Appeals  agrees 
with  him  Yet  the  fight  is  not  over.  Af- 
fected outfits  like  Tenneco,  Purex, 
Southern  Pacific  and  United  Brands  are 
pressing  Congress  to  change  the  law  or 
at  least  honor  an  exemption  granted  to 
farmers  in  the  valley  almost  45  years  ago. 
They  argue — with  some  point — that  the 
inefficiencies  of  the  small  farm  would 
drive  food  prices  through  the  roof. 

On  the  Other  hand,  Yellen  contends 
that  small  farms  could  be  economical  in 
the  Imperial,  because  the  yield  per  acre 
is  much  greater  than  in  places  without 
year-round  sunshine  and  water. 

But  in  the  meantime,  Yellen  is  hav  ing 
a  wonderful  time  playing  at  being  David 
to  the  corporate  Goliaths.  "I'm  very  indi- 
vidualistic," he  says  in  the  New  York 
Yiddish  accent  he  never  quite  lost,  de- 
spite having  moved  to  California  in  the 
1930s.  "I'm  working  at  a  higher  level 
than  [Cesar]  Chavez,"  he  adds,  claiming 
that  he's  creating  opportunities  for  the 
poor.  "First  you  make  a  living  as  a  farm 
worker  and  then  you  want  to  become 
independent." 

Yellen  s  supporters  are  loud  in  their 


subsidiary  shareholders  have  given  their 
chairman,  Augustin  Mollard,  until  mid- 
December  to  find  a  solution. 

Last  year  Gillet  was  called  to  the  Ely- 
se'e  Palace  to  brief  President  Giscard  on 
R-P's  fiber  troubles.  Gillet  has  already 
laid  off  4,500  textile  workers,  and  now  he 
may  have  to  close  five  or  more  plants. 


Fiber  Loser:  Rhone-Poulenc's  Renaud 
Gillet  faces  $140-million  losses  that 
may  drive  it  out  of  the  fiber  business. 


Landmark  Case?  Dr.  Ben  Yellen's  suit 
may  have  cut  off  federal  irrigation 
water  to  all  large  Imperial  Valley  farms. 


claims  that  his  fight  will  change  tha 
shape  of  agriculture  in  the  West.  But  ii 
consumers  end  up  paving  higher  prices 
for  food,  they  may  well  ask  at  whose 
expense  Yellen  s  battle  was  fought.  ■ 


This,  just  five  months  before  the  Frencn 
election,  with  the  fractured  French  left 
still  neck  and  neck  with  the  government 
in  the  polls  and  Rhdne-Poulenc  high  ofl 
the  list  of  companies  that  a  left-coalition 
government  would  nationalize. 

The  chairman  has  had  troubles  ai 
home,  too.  When  the  whole  firm  was 
foundering  in  1973  he  called  in  McKin4 
sey  consultants  to  sort  things  out.  Bun 
the  new  structure  caused  conflicts,  anqj 
in  1975  three  top  executives  resigned  orj 
were  removed.  The  board,  it  was  run 
mored,  wanted  to  replace  Gillet  too — 
though  his  family,  three  generations  in 
Lyons  textiles,  is  one  of  France  s  richest! 
and  through  the  Pricel  holding  com- 
pany— which  Gillet  once  ran — controls! 
some  10%  of  Rhone-Poulene's  stock. 

Unlike  his  counterparts  at  Monte- 
dison, Gillet  has  so  far  avoided  directl 
state  help  in  his  present  crisis — though 
he  is  lobbying  hard  for  stronger  protec- 
tion for  textiles.  An  intense,  sometimesi 
irascible  man  with  piercing  dark  eyes,  he 
prefers  the  bite-the-bullet  approach. 
"You  can  never  give  out  more  than  you 
make.  You  are  always  bound  to  come 
back  to  the  realities,"  he  says  sternly. 
"You  can  do  it  for  a  short  period — weeks, 
months,  even  years.  But  inside  20  years, 
two  plus  two  makes  four."  In  textiles,  the! 
business  Gillet  knows  best,  the  log  jour-  j 
ne>  back  to  the  realities  will  probably 
end  with  a  jolt  next  month.  ■ 
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SMITHSONIAN'S 

MILLION  FIVE 

Why  they're  so  important 


A  COMPARISON  OF  CIRCULATION  GROWTH 
WITH  SELECTED  CLASS  MAGAZINES 


1973 


1974 


1975 


1976 


1977 


1,500,000 


SMITHSONIAN 


Psychology 
Today 


1,000,000 


500,000 


New  Yorker 


Natural 
History 


Atlantic 
Harper's 


Source:  ABC  Statements- 6  months  ending  June  30"1 1973  thru  1977 


A  new  wave  is  engulfing  the  class  magazine  field,  and  its 
name  is  Smithsonian.  Every  month,  more  of  the  most 
sought-after  subscribers  in  America  (85%  college,  $35,000 
average  income)  read  SMITHSONIAN  than  read  any  other  class 
magazine  (see  the  chart  to  the  left). 

SMITHSONIAN'S  rousing  success  is  due  in  large  part  to  the 
millions  of  better-educated  Americans  who  came  of  age  in  the 
1960's  and  70's.  Its  lively,  thought-provoking  wilting  on  a  vast 
array  of  subjects  has  obviously  filled  an  unspoken  need  shared 
by  this  new  group  of  individualistic,  open-minded  readers.  But 
don't  take  our  word  for  it.  Take  theirs: 

"I  consider  your  magazine  a  privilege  and  a  neces- 
sity in  my  life."     Mrs.  D.  R.  Nelson,  Los  Gatos,  California 

"I  enjoy  it  immensely.  Keep  up  the  delightful  mix 
between  people,  places  and  projects." 

Gerry  E.  Starr,  Akron,  Ohio 

"In  my  opinion,  SMITHSONIAN  is  the  finest  magazine 
printed  anywhere." 

Tinitt  F.  Bodgcot,  Wilmington,  Delaware 

"When  I  see  your  magazine  in  offices  it  increases  my 
opinion  of  the  company  I  am  calling  on." 

John  Tasker,  Greensboro,  North  Carolina 

"Of  the  20  to  30  magazines  and  journals  we  take,  if 
we  were  to  give  up  all  but  one,  we  would  keep  SMITH- 
SONIAN magazine— it  is  that  well  balanced." 

W.  D.  Durbanek,  Atlanta,  Georgia 

"Not  only  are  the  articles  well  written  and  illus- 
trated, the  columns  interesting  and  the  advertise- 
ments tasteful,  but  the  overall  tenor  of  the  magazine 
successfully  avoids  the  smugness  which  all  too  often 
accompanies  the  slick  journals  of  American  literati." 

George  M.  Kyei;  Wake  Village,  Texas 

"Because  of  the  supreme  beauty  and  utility  of 
Smithsonian  magazine,  it  is  hard  to  put  into  words 
how  much  we  treasure  it." 

Elfrieda  Churchill,  Evansville,  Indiana 

"I  find  your  ads  very  interesting  and  in  excellent 
taste."  Genevieve  E.  Case,  New  York,  New  York 

"Smithsonian  magazine  is  great . . .  it's  the  best 
twelve  bucks  I  spent  last  year." 

Claire  Penney,  Jersey  City,  New  Jersey 

The  importance  of  SMITHSONIAN'S  reaching  a  million  and  a 
half  subscribers  is  simply  this:  no  other  magazine  has  ever 
achieved  such  widespread  acceptance  at  the  top  of  the  market. 
Clearly,  SMITHSONIAN  is  reaching  upscale  people  that  other 
class  publications  do  not.  Isn't  it  time  you  investigated  the 
Smithsonian  phenomenon  for  yourself? 


nif  hsonian  Magazine.  1,500,000  subscribing  members. 


Faces  Behind  The  Figures 


Distance  Man 

The  runnkh  straining  to  pass  the  baton 
in  the  picture  at  right  is  David  T. 
Kearns,  president  of  Xerox  Corp.  At  last 
month's  "Corporate  Invitational  Relays, 
staged  at  PepsiCo's  campus-like  head- 
quarters in  Purchase  N  "i  Kearns  ran 
his  one-mile  leg  in  the  four-mile  relay 
(40-and-over  division)  in  6  minutes  41 
seconds.  Not  bad  for  a  man  of  47.* 

ken  us  has  shown  considerable  stay- 
ing power  off  the  track  as  well,  as  sug- 
gested by  the  unlikel)  route  he  has  fol- 
lowed to  become  number-two  man  to 
Xerox  Chairman  and  Chief  Executive  C. 
Peter  McColough. 

A  local  boy  who  attended  the  Univer- 
sity of  Rochester,  Kearns  had  risen  to  an 
IRM  vice  presidency  when  Xerox  lured 
him  over  in  1971.  Within  Xerox  he  found 
three  powerful  groups,  each  headed  by  a 
candidate  to  replace  McColough  some 
day  Supersalesman  Raymond  Hay  head- 
ed an  up-from-the-ranks  group,  Archie 
McCardell  headed  a  Ford  Motor  alumni 


*Kearns  team,  from  Xerox  headquarters  in 
Stamford,  Conn  placed  truth  in  a  field  of  12. 
The  winner:  an  Agfa-Gevaert  team  from  Te- 
terboro,  N.J.  Runners-tip:  GT&rE  (Stamford) 
and  a  Xerox  team  from  Rochester,  N.Y. 


Refurbisher:  Morrison- Knudson's  James 
A.  Lilly's  job  is  to  overhaul  thousands 
ot  leftover  Alaska  pipeline  machines. 


group  and  Joseph  Flavin  headed  an  IRM 
alumni  group. 

Rut  Kearns  didn't  quit,  even  though 
his  way  to  the  top  looked  hopelessly 
blocked.  Instead,  each  of  the  rivals 
above  him  did:  Hay  is  now  president  of 
LTV,  McCardell  is  now  president  of  In- 
ternational Harvester  and  Flavin  is  now 
chairman  of  Singer.  So  long-distance 
runner  Dave  Kearns  vaulted  into  the 
opening  last  August,  much  to  the  delight 
of  his  wife  and  six  children. 

With  competition  heating  up,  espe- 
cially from  the  Japanese,  Kearns  figures 
that  management  will  have  to  concen- 
trate on  its  specialty  to  keep  ahead  in 
copying.  Therefore,  any  new  diversifica- 
tion will  have  to  be  pretty  close  to  home. 
Rut  in  retrospect  he  wonders  whether  it 
would  not  have  been  better  if  Xerox  had 
acquired  CIT  Financial — an  idea  aban- 
doned because  Wall  Street  hated  it — 
rather  than  paying  close  to  $1  billion  for 
Scientific  Data  Systems,  which  Wall 
Street  loved. 

"We  have  gotten  some  benefits  and 
computer  technology  from  the  acquisi- 
tion,' says  Kearns,  "but  I'll  be  honest 
and  admit  that  the  value  is  nowhere  near 
the  billion  we  paid  for  it." 

How  does  Kearns  like  the  job  that 
three  rivals  decided  to  give  up  or  forego 


A  Giant  Garage  Sale 

The  eight-company  consortium  that 
built  the  problem-plagued  $7.7-billion 
Alaska  oil  pipeline  amassed  some  15,000 
pieces  of  equipment  to  get  the  job  done. 
All  told,  the  stuff  had  an  original  value  of 
over  $275  million.  Now  Morrison-Knud- 
son  Co. ,  Inc. ,  the  big  general  contractor, 
has  won  a  contract  to  recondition  and  sell 
that  surplus  equipment.  M-K's  initial 
cost-plus-fee  contract  applies  to  a  little 
over  one-third  of  that  armada  of  bulldoz- 
ers, trucks,  tractors,  cranes,  forklifts, 
portable  generators,  welding  equipment 
and  the  like. 

Almost  everything  connected  with  the 
800-mile  pipeline  project,  even  the  dis- 
mantling takes  on  massive  proportions. 
The  logistics  call  for  the  equipment  to  be 
shipped  bv  rail  barge  from  Alaska  to 
Seattle  and  then  by  railroad  to  a  former 
Air  Force  base  at  Moses  Lake  in  central 
Washington.  A  team  of  at  least  100  tech- 
nicians will  overhaul  the  equipment  in 
109,000  square  feet  of  hangar  space. 
Much  of  the  equipment  will  be  auc- 
tioned oft  there. 

The  M-K  executive  in  charge  of  this 
garage  sale  is  M-K  Executive  Vice  Presi- 
dent James  A.  Lilly,  57,  a  husky  World 
War  II  Marine  Corps  pilot.  His  assign- 


Kearns  Of  Xerox:  Staying  power 
on  the  track,  and  no  slouch  in 
the  corporate  race. 


any  chance  of  getting?  Just  fine,  he  says 
pointing  out  that  Xerox  will  make  morel 
profit  this  year  (1977  estimates:  $400  mil-! 
lion  on  sales  of  some  S5  billion)  than 
LTV,  International  Harvester  and  Singer) 
combined.  ■ 


merit  dovetails  neatly  with  M-K's  exper- 
ience in  overhauling  and  selling  oft  de- 
preciated items  from  the  companv  s  ow  n 
$150-million  fleet.  Lilly  was  also  in 
charge  when  M-K  handled  the  disposal 
of  surplus  machinery  as  the  U  S  eased 
out  of  Vietnam. 

Most  buyers  for  the  first  batch  of] 
equipment,  Lilly  figures,  will  be  U.S. 
companies.  That's  why  the  overhauling 
will  be  done  at  Moses  Lake  rather  than 
on  the  spot  in  Alaska  where  operating 
costs  are  much  higher.  Builders  of  the 
proposed  Alaska  gas  pipeline  would  be 
likely  prospects,  but  timing  for  that  proj- 
ect is  still  uncertain. 

Lilly  hopes  about  one-third  ot  the  sur- 
plus equipment  can  be  disposed  of  in 
two  year  or  so.  (In  the  tradition  of  the 
Alaska  pipeline,  the  initial  shipment  is 
late  in  getting  started.)  That  will  be  a  lot 
of  construction  machinery  to  hit  the  mar- 
ket in  a  sjrort  period,  and  some  makers 
are  uneasy  about  its  hav  ing  a  depressing 
effect  on  sales  of  new  equipment. 

Lilly  will  not  only  have  his  bosses 
looking  over  his  shoulder,  but  the  state 
of  Alaska.  The  more  monev.  that  M  -K  can 
realize  on  the  sales,  the  lower  the  net 
cost  of  constructing  the  pipeline  and  the 
larger,  therefore,  the  state's  share  ot  oil 
i  t  \  enues  will  be.  ■ 
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"Sailing  across  the  Atlantic  we  observed 
oil  pollution  on  43  out  of  57days" 


When  I  was  sailing 
icross  the  Atlantic 
Dn  a  reed  boat  I  had 
ny  nose  literally  in 
:he  water.  I  saw 
:hings  no  one  can 
see  who  travels  by 
fast  boat. 
"Fifty  miles  off  the  bulge  of  Africa 
we  found  we  could  not  brush  our 
teeth  in  the  seawater  — it  was  cov- 
ered with  oil.  We  sailed  through  this 
mess  for  two  days,  and  a  week  later 
ran  into  more. 

Oil  pollutes  the  fish  we  eat 

On  a  second  raft  trip  we  sailed 
through  water  filled  with  lumps  of 


oil  for  43  out  of  57  days. 

Great  whales  and  many  fish 
which  swim  with  their  mouths 
open,  filtering  their  food,  are  swal- 
lowing this  pollution.  Some  of  those 
fish  we  shall  eat. 

The  seas  will  suffocate 

"There  are  people  who  tell  you  that 
oil  does  not  matter,  that  the  sea  can 
absorb  and  recycle  all  this  pollution. 
I  call  them  the  Sandmen— they  want 
to  put  you  to  sleep  with  calming 
words.  Don't  listen! 
"Unless  you  and  I— all  of  us  — act 
now  to  stop  the  seas  being  over- 
loaded with  poisonous  refuse,  they 
will  suffocate  and  die." 


Thpr Heyerdahl,  Ra  Voyage,  1970 

That  was  1970,  but  it  goes  on 
today  —  Nantucket,  Cape  Cod  and 
Delaware  Bay  — and  you  don't  see 
it,  except  in  the  press. 

That  is  why  World  Wildlife  Fund 
is  campaigning  to  save  the  life  and 
resources  of  the  seas  —  for  our  own 
sakes  and  those  of  our  children. 

You  can  help 

Send  for  our  free  information  kit  or 
send  your  tax- 


deductible  contri 
but  ion  to:  World 
Wildlife  Fund, 
Department  FB-i, 
1319  18th  Street,  Northwest, 
Washington,  D.C.  20036. 


HVE 


World  Wildlife  Fund 


best  route  to  success  is  o  rood  you  don't  know. 


The  reol  question  isn't:  should  o  business 
ever  explore  new  territory?  The  reol 
questions  ore  when?  And  how? 

And  the  answers  to  those  questions, 
as  we  both  know  ore  hard  to  come  by. 
You  hove  to  analyze  unexplored 
territory.  Carefully  assess  alternate 
ways  into  it.  You  need  the  insight  to 
visualize  the  rewards  at  the  other  end. 
And  the  courage  to  know  when  to 
take  a  chance. 

At  Continental  Dank,  that's  the  way  we 
look  ot  new  ventures.  We've  done  it 
for  many  years,  for  many  clients. 
That's  probably  why  we  do  it  so  well. 

Maybe  you're  planning  to  explore 
unknown  territory.  If  so,  let's  talk. 
Together,  we  con  find  out  what  new 
'roads  there  are.  And  which  is  the  best 
one  to  travel. 

Wllfindaway. 


CONTINENTAL 
BANK 


" 
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SUBSIDIARY  OF  THE  WORLDWIDE 
CONTINENTAL  ILLINOIS  CORPORATION 


Why  we  offer  two  tax-free  funds. 

With  two  separate  tax-fee*municipal  bond  funds, 
Fidelity  can  match  your  specific  investment  needs  and  goals.  Read  the 
foUowing  and  decide  which  fund  is  right  for  you. 


Fidelity  offers  investors  two  separate, 
managed  municipal  bond  funds. 

Our  first  fund,  Fidelity 
Municipal  Bond  Fund,  seeks  high 
tax-free  income  from  issues  with 
longer  maturities. 

Recently,  we  introduced 
Fidelity  Limited  Term  Municipals. 
The  average  maturity  of  its  portfolio 
is  limited  to  12  years  or  less.  Hence 
the  name. 

The  principal  difference. 

The  two  funds ,  ire  f<  >unded 
on  a  basic  truth  about  municipal 
bonds:  the 
longer  aver- 
age maturity 
of  a  bond,  the 
higher  the 
expected 
yield. 

Also,  as 
bonds  of  20 
to  30  year 
maturities  will 
be  around  for 
a  spell,  there's 
a  chance  of 
greater  price  fluctuation.  Fidelity 
Municipal  Bond  Fund  invests  in  just 
such  issues. 

Conversely,  Fidelity  Limited 
Term  Municipals  consists  primarily 
<  >t  shorter-term  bonds  with  an  aver- 
age maturity  of  12  years  or  less. 


P.O.  Box832.Dept.  FF71115 
82  Devonshire  St..  Boston,  Mass.  02 103 

For  more  arrriplete  information, 
including  mariagement  fees,  otl\er  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


p 
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While  this  should  provide  greater 
stability,  the  price  for  such  peace  of 
mind  is  a  lower  yield. 

Yxir  investment  principles. 

^..Our  two  funds,  with  their 
\\         different  portfolio 

maturities,  are  meant 
to  appeal  to  different 
sorts  of  investors. 
Fidelity  Limited  Term 
Municipals  is  t^C< 
designed  for  C—^, 
those  in  higher  tax  brack- 
ets with  shorter-term  in- 
vestment horizons. 
Attorneys,  trust  officers 
and  investment  advisors 
will  also  find  The  Fund, 
with  its  greater  stability,  attractive  for 
clients  and  personal  use.  The  mini- 
mum initial  investment  is  $10,000. 

Business  managers  will 
enjoy  the  benefits  of  immediate  liq- 
uidity with  our  free  check  writing 
feature.  Moreover,  an  investment  in 
Fidelity  Limited  Term  Municipals 
continues  to  earn  tax-free  income 
until  the  check  clears. 

Fidelity  Municipal  Bond 
Fund  has  a  broader  appeal  including 
that  of  higher  tax-free  income.  It's 
designed  for  the  long-term  investor 
who  will  benefit  from  such  income. 
While  this  includes  practically 
everyone,  savers  and  other  individ- 
ual investors  will  see  its  immediate 
appeal.  The  minimum  initial  invest- 
ment is  $2,500. 


Edeliry  Municipal  Bond  Fund. 


For  investors  seeking  high 
tax-free  income  with  long-term 
investment  horizons:  a  managed  port- 
folio of  long-term  tax-free  bonds. 

No  sales  charge  or  redemption  fee. 
Monthly  cash  payments  or  tax-free 

compounding  of  income. 
Telephone  withdrawal  and 

exchange  privileges. 
Full  record  keeping  assistance. 
Largest  diversified  portfolio  of  its 

kind. 

Initial  investment:  $2,500. 


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


Also,  Fidelity  Municipal 
Bond  Fund  offers  broad  diversifica- 
tion with  the  largest  managed 
municipal  bond  portfolio  of  its  kind. 


The  similarities. 

There  is  no  sales  charge  or 
redemption  fee  for  either  of  these 
funds.  Both  ( »ffer  telephone 
withdrawal  and  exchange  privileges 
with  other  Fidelity  no-load  funds. 

Bt  >th  are  under  continu*  his 
professional  management  to  assure 
tin-going  quality  and  to  seek  the 
highest  return  consistent  with  each 
Fund's  objective. 


Fidelity  limited  Term  Municipals. 


For  shorter-term  investment 
needs:  a  managed  portfolio  of  A  or 
better  quality  tax-free  bonds  with  an 
average  maturity  of  12  years  or  less. 

Free  check  writing  feature. 

No  sales  charge  or  redemption  fee. 

Monthly  cash  payments  or  tax-free 

compounding  of  income. 
Telephone  withdrawal  and 

exchange  privileges. 
Full  record  keeping  assistance. 
Sub-accounting  for  professional 

investors  at  no  extra  charge. 
Initial  investment:  $10,000. 


Apply  below. 

You'll  want  to  learn  more 
once  you  select  the  fund  that  best 
meets  your  needs  and  ideals.  Call 
toll-free  or  return  our  coupon  for 
the  free,  informative  literature. 

Call  fee  (800) 225-6190 

In  Mass.  Call  Collect  (617 )  726-0650 


P.O.  Box  832.  Dept.  FF71115 

82  Devonshire  St..  Boston.  Mass.  02 103 

For  more  armplete  information, 
including  management  fees,  other  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


FIDELITY  GROUP 

Over$3  billion  of  assets  under  management. 


FIDELITY 

LIMITED  TERM  MUNICIPALS 


"Whilea  substantial  portion  of  the  income  will  K.*  exempt  from  Federal  income  raxes. 


or  local  taxes. 


Forbes 


Money  And  Investments 


The  Economy 


Whose  Car  Is  It? 


3ne  of  the  developments  in  the  economy  that  looks  good  now 
jut  could  become  troublesome  two,  three  or  four  years  down 
:he  road  is  the  switch  in  new  automobile  financing  to  48-month 
Installment  contracts  from  the  former  36-month  standard. 

It  started  in  1972  with  a  few,  small  midwestern  banks  which 
)ffered  to  finance  solid-quality  clients  with  48-month  loans.  By 
1974  Ford  Motor  Credit  and  Chrysler  Financial  took  to  the  48- 
nonth  contract,  and  within  the  past  two  years  General  Motors 
Acceptance  has  joined  the  trend.  The  42-  and  48-month  con- 
racts  are  now  the  industry  standard. 

i  In  August,  for  example,  51%  of  all  installment  contracts 
purchased  by  banks  from  dealers  carried  an  initial  term  of  more 
han  36  months,  up  from  only  35%  a  year  earlier.  Finance 
■ompanies  similarly  extended  installments  for  37  months  or 
onger  on  51%  of  new-car  loans,  from  36%  the  year  before. 

Auto  industry  officials  concede  that  there  are  immediate 
credit  dangers  in  these  long-term  purchase  contracts  and  also 
wtential  sales  and  economic  problems  later  on.  But  they 
juggest  that  they  have  had  no  alternative.  The  longer  maturity 
nstallment  loans  are  the  only  way  to  help  auto  sales  because 
he  price  per  auto  has  risen  and  the  public  has  been  taking 
|nore  options,  as  well.  The  average  amount  financed,  conse- 
quently, is  now  up  to  S5,043  per  car,  substantially  greater  than 
Ihe  $4,501  a  year  ago  and  S3, 622  in  August  1974  when  36 
nonths  was  the  prevailing  maximum  term. 

The  banks  started  making  longer  credits  available  initially  as 
i  means  of  putting  more  money  to  work.  For  the  banks  the 
pnger  maturity  presented  no  credit  problem.  Each  bank  could 
(elect  only  the  top  quality  among  all  applicants.  Credit  judg- 
nent,  however,  becomes  more  difficult  for  the  finance  com- 


pany. There  is  enormous  pressure  on  the  Big  Three's  credit 
subsidiaries  to  make  funds  available  to  move  autos  off  show- 
room floors,  with  credit  judgment  taking  a  backseat. 

To  that  extent,  the  leaders  are  doing  a  great  job.  But  what 
does  this  mean  for  the  future?  Will  some  buyers  use  the  car  for 
a  year  or  so  and  then  let  the  credit  company  have  it  back? 
Touchy  fact:  For  the  first  23  months  on  these  48-month  loans, 
the  depreciated  value  of  the  car  is  less  than  the  balance  of  the 
loan.  That  could  create  quite  a  temptation  for  some  people. 
Fortunately,  it  hasn't  happened.  Not  yet,  anyhow. 

Of  more  immediate  concern  is  the  possible  stretching-out  of 
car  purchases.  In  the  days  of  36-month  loans,  the  buyer  was 
free  and  clear  in  three  years — and  ready  to  step  into  the 
showroom  again.  But  when  a  person  is  on  the  hook  for  four 
years,  isn't  he  going  to  wait  four  years  between  new  cars? 
Nobody  knows  for  sure,  but  plenty  of  people  in  the  auto 
business  are  worried.  This  has  people  in  some  other  businesses 
worried,  too.  If  the  typical  car-buyer  goes  into  hock  for  four 
years  instead  of  onh  three,  won't  he  be  out  of  the  market  for 
other  high-priced  durables  for  that  much  longer,  too? 

By  the  end  of  August,  outstanding  auto  installment  credit 
was  more  than  $75  billion  and  growing  at  a  rate  of  about  $1 
billion  a  month.  The  auto  debt  alone  came  to  more  than  6%  of 
annual  consumer  spending.  That  s  a  heavy  burden.  It  could 
conceivably  have  an  impact  on  future  total  expenditures — and 
especially  on  autos. 

A  frightening  thought:  Could  it  be  that  Detroit's  prosperity 
the  past  few  years — in  the  face  of  soaring  car  prices — has  been 
bought  at  the  expense  of  future  sales,  both  for  the  automakers 
and  for  the  consumer  economy  as  a  whole?  ■ 


Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

•  How  much  are  workers  earning?  (D 
Commerce  personal  income,  wage  and  sa'ai 
disbursements) 

•  How  many  people  have  been  !  i 
Dept.  of  Labor  initial  unempkn  i  "  n! 
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The  Bond  &  Capital  Market!: 


Make  Mine  Medium  (Term) 

By  Ben  Weberman 

". .  .  My  strategy  offers  a  hedge  if  interest  rates 
go  up;  it  sacrifices  little  in  the  way  of  yield; 
and  it  stands  to  benefit  if  interest  rates  fall  .  .  ." 


/  mt  the  risk  of  sounding  like  King  Ca- 
nute trying  to  order  back  the  tide,  I 
continue  to  believe  that  interest  rates 
will  go  down  from  current  levels,  espe- 
ciallyjong-term  yields. 

The  majority  of  the  market  partici- 
pants think  otherwise.  They  hold  the 
opinion  that  interest  rates  will  rise  be- 
cause of  tight  credit  and  a  very  large 
federal  deficit  that  will  necessitate  heavy 
Treasury  borrowing  throughout  1978. 
They  also  give  great  weight  to  the  pros- 
pect of  accelerating  inflation. 

This  overwhelming  conviction  of  high- 
er interest  rates  and  declining  prices  on 
fixed  income  securities  certainly  domi- 
nates trading  and  investing.  It  has 
brought  rapid  price  declines,  particular- 
ly in  the  short-  and  medium-term  sectors 
and  has  produced  an  unusual  shape  in 
the  yield  curve  (see  chart). 

The  yield  curve  shows  how  interest 
rates  relate  to  the  maturity  of  the  bond; 
normally  the  longer  the  maturity  the 
higher  the  interest  rate,  until  the  curve 
flattens  out  after  ten  or  15  years.  The 
abnormality  we  have  now  is  "that  it  rises 
for  early  months,  and  then  one-,  two- 
and  three-year  Treasury  notes — short- 
intermediate-term  issues — yield  almost 
as  much  as  long-term  Treasuries.  The 
yield  curve's  normal,  gentle  upslope  has 
been  replaced  by  an  almost  flat  line. 

With  all  this  going  on  and  with  the 
Federal  Reserve  constantly  increasing 
the  Federal  funds  rate,  it  is  hardly  sur- 
prising that  a  lot  of  money  managers 
think  we  are  in  for  higher  interest  rates 
and,  consequently,  are  crowding  into  the 
shortest  segment  of  the  money  market. 
They  want  to  remain  liquid  so  they  can 
make  new  investments  at  the  higher  in- 
terest rates  they  expect. 

As  one  who  doesn't  believe  these 
higher  long-term  rates  are  coming,  I 
would  like  to  suggest  a  strategy  for  taking 

Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


advantage  of  the  herd.  My  strategy  offers 
a  hedge  if  interest  rates  go  up;  it  sacri- 
fices little  in  the  way  of  yield;  and  it 
stands  to  benefit  if  interest  rates  fall. 

It  involves  taking  advantage  of  the  odd 
current  shape  of  the  yield  curve  by  in- 
vesting new  money  in  the  one-year-to- 
three-year  range.  These  securities  cur- 
rently yield  almost  as  much  as  long-term 
ones,  but  are  much  less  risky  should 
interest  rates  go  up.  (There  will  still  be 
plenty  of  time  to  switch  into  longer-term 
notes  and  bonds  if  interest  rates  start  to 
drop  again.) 

It  ought  to  work  like  this:  Because  of 
the  peculiar  yield  curve,  those  holding 
the  one-to-three-year  issues  will  partici- 
pate fully  in  the  early  stages  of  a  bond 
market  rally,  even  though  short-maturity 
issues  normally  do  not  advance  nearb  as 
much  in  price  as  do  long-term  issues. 
This  time  it  will  be  different.  And  the 
yield  on  the  shorter  obligations  is  so 
generous  that  income  remains  high. 

The  table  below  shows,  among  other 
things,  that  since  April  of  this  year  one- 
year-bill  yields  are  up  1.70%  and  three- 
year-note  yields  have  advanced  1.10%, 
while  the  return  on  ten-year  notes  is  up 
only  0.35%  and  the  30-year  bonds  are  up 
a  mere  0.20%. 

Treasuiy  Issues  Yields 
Maturity        Now         April  26 


3-month 
1-year 
3-year 
10-year 
30-year 


6.40% 

7.05 

7.35 

7.65 

7.85 


4.55% 

5.35 

6.25 

7.30 

7.65 


What  this  means  is  that  at  a  relatively 
small  sacrifice  of  yield  (only  Vfe%),  you 
can  achieve  relative  freedom  from  the 
market  risk  with  virtually  full  participa- 
tion in  price  appreciation  as  yields  de- 
cline and  the  money  and  bond  markets 
rally.  If  the  Fed  relaxes  its  credit  policy 
just  a  bit  in  order  to  insure  creation  of 
additional  jobs,  it  is  likely  that  the  return 
on  the  three-year  note  would  back  off 
sharply — in  the  magnitude  of  1%  or 
more — in  line  with  the  previous  ad- 


Normal 
Yield  Curve 


Late  1977 
Freak 


vance.  The  return  on  bonds  initially 
would  be  reduced  only  0.20%  or  so.  Thaj 
slight  drop  would  bring  the  yield  curv< 
back  to  a  more  normal  relationship  d 
yield  to  maturity. 

By  my  calculation,   the  price  of 
three-year  note  whose  rate  of  return 
shifting  by  1.10%  would  come  to  almosj 
3  points.  The  price  of  a  30-year  bon« 
whose  yield  drops  0.20%  would  chanja 
2V4  points. 

This  concentration  on  intermediate  isj 
sues  is,  of  course,  a  suitable  strategy  onlj 
for  the  early  stages  of  a  bull  market  ii 
bonds.  As  the  rally  picks  up,  it  would  b< 
wise  to  take  profits  on  intermediate  se) 
curities  and  reinvest  in  long-tern 
bonds — where  the  real  profits  are  in 
bull  market.  But  this  is  for  the  future.  Af 
the  moment  there  is  no  bull  market  ii 
bonds — only  a  confusing  period  when 
distorted  yield  curve  offers  an  unusua 
opportunity  for  nimble  moneymen. 

I  just  do  not  see  how  the  Federa 
Reserve  can  continue  to  snug  up  credi 
while  the  economy  is  so  weak.  There  i 
little  credibility  to  the  money  supplj 
numbers  to  which  the  Fed  seems  t< 
react  but  great  believability  in  sluggisl 
business  activity  and  high  unemploy 
ment.  A  relaxed  Fed  would  bring  a  rcj 
bust  rally.  ■ 


198 


FORBES,  NOVEMBER  15,  197 


fALUE  LINE  looks  at  possible  "Take- Over"  candidates 

MAJOR  STOCKS 
AT  50%  DISCOUNTS 

. .  from  their  tangible  book  value  per  share 


/ery  week,  Value  Line  computers 
;reen  1650  major  stocks  under  regu- 
r  review  to  pinpoint  special  eate- 
ries which  may  be  of  unusual  inter- 
it  to  investors. 

)r  instance,  a  recent  weekly  edition 
The  Value  Line  Investment  Survey 

lows  33  stocks  which  are  currently 
iced  below  tangible  book  value  per 

lare  AND  below  liquidating  value, 

0  (which  makes  them  intriguing 
ake-over"  candidates  since  their 
it  working  capital  exceeds  the  cur- 
nt  price  of  their  shares). 

Df  these  33  stocks  (which  include 
;ome  very  well-known  names),  15 
ire  selling  at  discounts  of  50%  or 
nore  from  their  tangible  book 
alue.  The  discounts  run  as  high 
is  78%. 

oreover,  at  their  recent  prices  some 
:  these  stocks  offer  other  credentials 
;  possible  interest — such  as  P/E's 
|  low  as  4.2,  yields  as  high  as  8.0%, 
id  the  possibility  of  appreciating 
i)0%  or  more  in  price  in  the  next  few 
pars. 

I'ECIAL  STOCK  SELECTORS 

lie  latest  weekly  computer  screen 

1  stocks  which  qualify  for  the  above 
Itegory  will  come  to  you  automat- 
iilly  under  the  invitation  below— 
ong  with  several  other  Special  Stock 
Hectors  also  updated  weekly  in  the 
ilue  Line  Survey,  including: 
IGHEST  YIELDS— The  100  stocks 
mong  all  1650  under  regular  re- 
;w)  offering  the  highest  yields, 
used  on  estimated  dividends  in  the 
jixt  12  months.  The  yields  recent- 
ranged  from  10.5%  to  8.2%. 

'IGHEST  APPRECIATION  PO- 
TENTIAL—The  100  stocks  offering 

9  highest  3-  to  5-Year  Appreciation 
utential,  based  on  estimated  earn- 
ijs  and  P/E's  in  that  future  span. 
,ie  potentials  recently  ranged  from 
15%  to  240%.  CAUTION:  some  of 

3se  stocks  are  very  risky. 
IOST   TIMELY    STOCKS— The 

0  stocks  currently  ranked  1  (High- 
tt)  and  the  300  ranked  2  (Above 
'  •erage)  by  Value  Line  for  Probable 

ice  Performance  in  the  Next  12 
i onths— relative  to  all  1650  stocks 

der  regular  review. 

DNSERVATIVE  STOCKS— The 
ocks  ranked  1  (Highest)  and  2 

bove  Average)  for  Safety-— re/af/Ve 

all  1650  stocks. 

POCKS  AT  DISCOUNTS  FROM 
QUIDATING  VALUE,  and  below 
ingible  Book  Value— as  outlined 
ove. 

EST  PERFORMING  STOCKS— 

e  50  or  so  stocks  that  have  gone 


up  most  (or  down  least)  in  price  over 
the  last  13  weeks.  The  best  perfor- 
mances recently  ranged  from  +73% 
to  +26%. 

WORST  PERFORMING  STOCKS 

— The  50  or  so  stocks  that  have  gone 
down  most  (or  up  least)  in  price  over 
the  last  13  weeks.  The  worst  perfor- 
mances recently  ranged  from  -61% 
to  -26%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH  of 
1650  stocks— Value  Line's  weekly 
Summary  of  Advices  shows  the  cur- 
rent ratings/measurements  for  future 
Price  Performance,  Safety,  Yield, 
Long-Term  Appreciation,  P/E  Ratio, 
Beta.  .  .  plus  earnings  and  dividend 
data,  past  actual  and  future  estimated. 
Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  125 
stocks,  updating  and  replacing  previ- 
ous reports  on  the  same  stocks.  Dur- 
ing a  13-week  cycle,  new  reports  like 
this  are  issued  on  all  1650  stocks.  The 
Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of 
vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

PLUS  THESE  2  BONUSES 

You  receive,  as  a  bonus,  Value  Line's 
2000-page  Investors  Reference  Ser- 
vice including  our  latest  full-page  Rat- 
ings &  Reports  on  each  of  1650  stocks 
—fully  indexed  and  looseleaf-bound 
for  your  quick  and  easy  reference.  .  . 
and  systematically  updated  by  new 
full-page  Reports  in  the  weeks  ahead. 
(It  takes  only  30  seconds  to  replace 
the  old  Reports  with  the  new  in  your 
binder.)  All  this  material  is  so  orga- 
nized that  you  can  quickly  find  a  con- 
tinally  updated  report  and  current 


evaluation  on  almost  any  stock  you 
may  be  interested  in  buying,  selling, 
or  equally  important,  holding. 


(TtwM  pagtt  •'•  itrincad  from  actual  I 


Investing  in 
Common  Slocks 


Tb<  Vil»*  liac  Biahiag, 


And — as  an  extra  bonus 
—you  will  also  receive 
Investing  in  Common 
Stocks,  by  Arnold  Bern- 
hard,  Value  Line's  founder  i — 
and  research  chief.  This  64-page 
book  explains  how  even  inexperi- 
enced investors  can  apply  thousands 
of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  next 
12  months),  the  other  for  Safety.  This 
book  is  YOURS  TO  KEEP  even  if  you 
return  the  other  material  under  your 
money-back  guarantee. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  com- 
plete Value  Line  Investment  Survey 
(with  30-day  money-back  guarantee) 
for  the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— pro- 
vided no  member  of  your  household 
has  had  a  Value  Line  subscription  in 
the  last  two  years. 

This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  investments. 
Fill  in  and  mail  the  coupon  today. 


^"THE"VALUE"  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y.  10017 

Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 


616G15 


I  SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size 
|  ELECTRONIC  CALCULATOR 
.  (with  full  memory)  given  to  you 
3  when  you  order  The  Value  Line 

I Investment  Survey  for  one  year 
—and  send  payment  now. 
I  □  1  year  for  $285.  My  payment  is  enclosed 
—send  me  the  CALCULATOR  as  my  extra 
I  special  bonus.  (There  are  no  restrictions 
.  with  this  annual  subscription.) 
I  □  Bill  me  for  $285.  (Does  not  include  the 
I  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


-APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may,  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assignable. 
Foreign  rates  on  request.  (NY  residents  add 
sales  tax  ) 
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Stock  Comments! 


Limited  Immunity 

By  Heinz  H.  Biel 


I  Is  we  all  know  but  too  often  forget, 
the  basic  objectives  of  investing  are:  1) 
the  preservation  of  capital  and  2)  earning 
a  fair  income  return.  Before  World  War 

II  and  for  a  decade  or  so  thereafter, 
institutional  investors  concentrated  on 
fixed  income  bearing  investments,  such 
as  bonds  and  mortgages,  and  barely 
touched  common  stocks.  Corporate  pen- 
sion funds  initially  followed  a  similar 
policy,  but  then  they  succumbed,  like 
everybody  else,  to  the  heavily  promoted 
belief  that  only  common  stocks  provided 
protection  against  inflation. 

The  rest  is  history,  but  still  strong  in 
our  memories.  When  institutional  inves- 
tors with  their  constant  influx  of  huge 
amounts  of  fresh  money  jumped  into  the 
stock  market  with  both  feet,  they  caused 
a  price  explosion  that  led,  inevitably,  to 
the  debacle  of  1974.  Having  been  badly 
burned,  all  investors,  institutional  as 
well  as  individual,  have  once  again  be- 
come more  conservative  and  no  longer 
seek  salvation  solely  in  common  stocks. 
The  rise  in  interest  rates  to  well  above 
8%  speeded  up  the  process. 

While  the  word  "performance "  is  no 
longer  bandied  about  as  in  the  days 
when  the  gunslingers  dominated  the  in- 
vestment scene,  it  is  still  the  name  of  the 
game.  We  all  aim  at  putting  together  an 
investment  portfolio  that  not  only  meets 
the  two  basic  objectives,  but  does  so  in  a 
superior  way.  It  is  not  good  enough  just 
"to  beat  the  averages." 

When  storm  clouds  build  up  on  the 
investment  horizon,  good  money  manag- 
ers place  greater  emphasis  on  defensive 
stocks,  believing  that  their  lower  volatil- 
ity will  provide  protection  in  a  down 
market.  This  is  the  right  thing  to  do  even 
though  it  is  not  a  perfect  solution.  All 
you  accomplish  is  that  you  lose  less. 

Most  defensive  stocks  offer  only  limit- 
ed immunity  against  the  general  erosion 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin.  Watson  Im 


44 .  .  .  While  accepting  the  premise  of  portfolio  pruning, 
we  can  also  turn  to  some  stocks  that  provide  a  fair 
degree  of  protection  against  this  bear  market .  .  ." 


of  values  in  a  severe  bear  market.  There 
comes  a  point  when  these  stocks  that 
held  up  so  well  in  the  beginning,  stick 
out  like  sore  thumbs,  obviously  over- 
priced by  comparison  with  other  deeply 
depressed  stocks.  As  the  saying  goes,  in 
a  bear  raid  they  take  em  all,  the  good 
along  with  the  bad. 

The  point  I  am  trying  to  make  is  that  it 
does  not  suffice  to  shift  into  defensive 
stocks.  Some  stocks  will  have  to  be  sold, 
and  the  proceeds  kept  out  of  the  market 
for  a  while.  I  said  some  stocks,  because 
very  few  people  have  enough  courage  of 
conviction  to  get  out  of  the  market  alto- 
gether. We  may  have  strong  opinions, 
but  we  are  never  that  sure  of  being  right. 

A  further  reason  why  most  of  us  are 
disinclined  to  practice  wholesale  liquida- 
tion of  a  portfolio  of  good  stocks  is  our 
unwillingness  to  incur  a  capital-gains  tax. 
We  know  that  tax  considerations  should 
not  dominate  investment  decisions,  but 
sometimes  we  just  can't  believe  that  a 
stock  can  decline  so  much  that  it  would 
have  been  far  cheaper  to  pay  the  tax  than 
to  ride  the  stock  all  the  way  down. 

Defensive  Stocks 

So,  while  accepting  the  premise  of 
portfolio  pruning,  we  can  also  turn  to 
some  stocks  that  provide  a  fair  degree  of 
protection  against  the  inroads  of  this 
bear  market.  One,  at  least  so  far,  is  IBM. 
Despite  its  uniqueness,  this  stock  in  the 
past  has  not  been  immune  to  rather  vio- 
lent price  fluctuations,  but  this  time  it 
may  well  be  different.  IBM,  whose  sur- 
plus cash  holdings  are  immense,  has  stat- 
ed that  it  stands  ready  to  buy  blocks 
(5,000  shares  or  more)  of  its  stock  up  to 
$700  million.  So  far  investors  have  not 
rushed  to  take  advantage  of  this  offer. 
The  company  bought  fewer  than  100,000 
for  about  $26  million  in  the  third  quarter 
of  this  year.  The  existence  of  this  "put"  is 
likely  to  absorb  much  of  whatever  selling 
pressure  there  may  be  on  IBM. 

I  would  give  the  utilities  a  superior 
rating  as  defensive  stocks.  Here,  too,  the 
immunity  is   not   unlimited,    but  the 


above-average  dividend  yield  of  this 
group  and  the  probability  that  interest 
rates  are  not  likely  to  rise  appreciably 
provide  a  degree  of  protection  that  few 
other  stocks  enjoy.  Unless  it  is  absolutely 
vital  to  maximize  the  income  return — in 
which  case  one  might  consider  a  stock 
like  Detroit  Edison,  yielding  9.2% — in- 
vestors should  give  preference  to  utili- 
ties that  are  well  managed,  soundly  cap- 
italized and  operating  in  states  where  the 
regulatory  climate  is  not  unfavorable. 

A  good  example  is  Texas  Utilities  (20), 
now  yielding  exactly  7%.  A  growth  com- 
pany par  excellence,  the  stock  used  to 
enjoy  price/earnings  ratios  of  20  or  more. 
At  present  it  sells  at  a  mere  8.2  times  the 
past  12  months'  earnings  of  $2.44  a 
share.  Dividends  have  been  increased  in 
each  of  the  past  30  (!)  years. 

Even  though  it  is  difficult  to  find  fault 
with  a  stock  like  TXU,  investors  in  utili- 
ties should  practice  a  fair  degree  of  geo- 
graphical diversification.  Therefore,  1 1 
also  suggest  Wisconsin  Electric  Power 
(29),  yielding  about  7.2%.  Noted  for  its 
strong  capital  structure  and  its  conserva- 
tive accounting  practices,  this  company 
too  has  a  remarkable  record  of  regular 
dividend  increases. 

Finally,  investors  may  consider  the 
somewhat  smaller  Public  Service  Co.  of 
Indiana  (28),  yielding  about  7.3%.  Like 
virtually  the  entire  electric  utility  indus- 
try, this  company,  too,  has  a  fine  record 
of  regular  dividend  increases.  It  is  this 
feature,  in  fact,  which  makes  utility 
stocks  relatively  more  attractive  than 
bonds,  whose  interest  rate  is  permanent- 
ly fixed.  At  the  least,  the  dividend  in- 
come has  kept  up  with  inflation. 

Of  course,  the  utility  industry  is  not  i 
without  problems.  Its  capital  require- 
ments are  enormous,  and  depreciation  of 
older  facilities  makes  inadequate 
allowance  for  inflation.  Regardless  of 
which  fuel  is  used,  there  are  problems,  ! 
whether  it  be  prices  or  pollution.  But  the 
industry  is  so  vital  that  the  health  of  the 
better  companies  is  likely  to  remain 
unimpaired.  ■ 
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51st  consecutive  annual  forecast  from  United. 

FORECAST  78 


l 


jet  the  Forecast.  And  get  the 
>enefit  of  over  50  years  of 
experience  in  analyzing  such 
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iet  the  Forecast.  And  check 
>ut  United 's  recommendations 
vhich  we  believe  will  make 
he  investment  climate 
vorkfor  you. 

10  Profit  Makers  for  1978 

5  High  Quality  Growth  Stocks  Now  on  the  Move 

5  Growth  Stocks  to  Emerge  in  the  80's 
1 0  Stocks  with  Liberal  and  Rising  Yields 

5  Bonds  for  Income  —  Both  Taxable  and  Tax  Free 

5  Convertibles  for  Both  Income  and  Profit 


3lus  Special  Bonus : 

Report  on  Municipal  Bonds. 

!  his  Report  answers  your  questions  about  the 
Melds,  risks,  and  benefits  of  this  flexible  new  way  to 
jbtain  tax-free  income.  And  it  recommends  3  Funds 
be  rate  as  buys. 


4 


Plus  Special  Bonus: 
Report  on  75  Utility  Stocks. 

Each  utility's  strengths  and  weaknesses  are 
analyzed.  You  get  facts,  figures,  appraisal  of  risk 
and  specific  advice  to  buy,  hold  or  sell  based  on 
United's  1 3-point  evaluation  formula.  Very 
informative. 


5. 


Plus  Special  Bonus : 
4-week  Subscription  to 
United  Reports. 

A  $9  value  in  itself,  packed  with  essential 
up-to-the-minute  facts,  interpretations, 
recommendations,  and  advice  based  on  more 
than  a  half  century  of  experience. 


6. 


Package  of  all  5:  $3.00. 

Send  the  post-paid  reply  card  today.  Send  no 
money.  And  we  will  bill  you. 
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The  Dines  Letter  asks,.. 

DJI 400? 

Special  Vi  Price 
Trial  Offer 


Gold  and  gold  stocks  soared  in  1977  at  a 
time  when  most  other  stocks  plunged.  If 
your  present  sources  of  advice  are  nega- 
tive on  gold,  maybe  it's  time  to  get  a 
different  point  of  view.  Let  THE  DINES 
LETTER  explain  "The  Coming  Gold  Crisis 
and  The  Invisible  Crash." 

In  late  1968  THE  DINES  LETTER  pre- 
dicted a  long  and  bitter  bear  market  (con- 
cealed by  the  bloating  effect  of  inflation) 
together  with  gold  soaring  from  $35  to  the 
$250-$400  area.  While  these  predictions 
have  not  yet  come  true,  THE  DINES  LETTER 
has  never  stopped  reaffirming  them.  At 
this  critical  juncture,  we  simply  want  you 
to  see  THE  DINES  LETTER  and  we  will  not 
let  price  be  an  obstacle!  So,  we've  cut  our 
regular  "trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by 
merely  examining  a  point  of  view  not 
found  in  Forbes,  or  any  other  leading 
magazine?  THE  DINES  LETTER  specializes 
in  gold.  No  math  or  special  knowledge  re- 
quired. Send  no  messages.  Merely  forward 
this  ad  with  your  name,  address  and  $5  to 
Dept.  JN7M2.  Do  it  now— we  don't  adver- 
tise in  Forbes  very  often  and  you  might 
not  catch  our  next  ad. 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  CA  94920 
(Not  assignable  without  your  consent) 
(NY  residents,  please  add  applicable  sales  tax) 
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FUND,  INC. 


A  NO-LOAD 
MUTUAL  FUND 

SEEKING 
CURRENT  INCOME 
WITH  CAPITAL  GROWTH 

NO  SALES  CHARGE 

Keogh  and  Individual 
Retirement  Prototype 
Plans  Available 
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Write  or  call  our  toll-free  number 
800/525-6148. 


Financial  Programs,  Inc.  4-FB-3-F6R1-16 
P.O.  Box  2040,  Denver,  Colorado  80201 

A  prospectus  containing  more  complete  information  about  FUR 
including  management  fee  charges  and  expenses,  will  be  sent 
upon  receipt  of  coupon  or  call.  Read  it  carefully  before  you  invest 
or  forward  money  Send  material  for  C  Individual  Retirement 
Account  □  Serf-Employed  Retirement  Plan 

Name  


Address 
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.  State 
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st  month  the  U.S.  Patent  Office 
threw  a  stunner  into  the  laser  industry. 
After  years  of  temporizing,  it  granted 
key  patents  potentially  covering  90%  of 
the  lasers  in  this  country  to  a  physicist 
named  R.  Gordon  Gould.  Not  that  the 
industry  had  never  heard  of  Gould.  His 
claims  had  been  around  for  years,  and 
Refac  Technology  Development  Corp.  of 
New  York,  which  finally  pressed  the 
claims,  was  not  the  first  patent  licenser 
Gould  had  approached  to  represent  him. 

What  exasperates  the  laser-makers, 
beyond  a  potential  liability  for  Gould 
patent  infringements,  is  the  fact  that 
they  thought  they  were  already  paying 
royalties  (2%)  to  the  owner  of  the  basic 
laser  patents  through  Research  Corp., 
another  licensing  firm. 

Where  this  particular  patent  imbroglio 
may  end,  short  of  years  of  litigation,  is 
anybody's  guess.  But  what  it  under- 
scores to  venture  capitalists  is  something 
they  had  already  begun  to  know.  Patents 
are  a  chancy  basis  on  which  to  make  an 
investment  decision.  It  is  difficult,  even 
with  the  best  legal  advice,  to  predict 
whether  or  not  a  patent  will  finally  hold 
up  in  court.  It  is  impossible  to  predict 
how  much  it  will  cost  to  defend  the 
patent,  or  how  long  the  legal  process 
might  take. 

Of  course,  there  are  patents,  and  pat- 
ents. One  veteran  venture  capitalist  has 
his  personal  scale  of  acceptability.  He 
doesn't  take  patents  in  the  electronics 
field  seriously — too  easy  to  design 
around  them.  Mechanical  device  pat- 
ents, on  the  other  hand,  are  a  plus  when 
looking  at  a  potential  investment,  and 
patents  in  the  chemical  and  pharmaceu- 
tical fields  may  be  very  valuable  indeed. 

Jerome  I.  Feldman,  who  heads  Na- 
tional Patent  Development  Corp.,  and 
whose  company  has  probably  made  more 
money  out  of  patents  recently  than  any- 

Mr.  Murphy  heads  a  venture  capital  firm. 
Partnership  Dankist,  Stamford,  Conn. 


The  Wild  Card 
Gets  Wilder 

By  Thomas  P.  Murphy 


one  else,  is  no  defender  of  the  system, 
his  opening  remarks  to  a  convention 
patent  lawyers  recently,  he  said:  "G< 
tlemen,  I  am  addressing  you  as  an  i 
dangered  species." 

Feldman  complains  about  the  cost 
turgid  and  unpredictable  legal  climai 
As  a  case  in  point,  National  Patent  C 
velopment  had  given  Bausch  &  Lot 
exclusive  U.S.  rights  to  a  Czech-dev 
oped  soft-contact-lens  technology  in  t 
late  Sixties.  That  deal  made  Natiol 
Patent  an  overnight  darling  in  the  stc 
market,  and  no  wonder.  The  compa 
was  going  to  get  half  of  Bausch  &  Lot) 
profits  on  the  soft-lens  business. 

Profits,  it  turns  out,  are  like  cont! 
lenses — they  are  in  the  eye  of  the  l 
holder.  What  Feldman  thought  Baua 
&  Lomb  was  making  in  the  contact  le 
business,  and  what  it  was  reporting! 
profits  to  National  Patent  Developmei 
were  wildly  different  numbers. 

The  upshot,  in  the  grand  Amerio 
style,  was  an  exuberance  of  litigation. 

National  Patent  Development  4 
spending  a  million  dollars  a  year  in  le; 
fees  to  pursue  the  claim,  and  the  coui 
were  not  even  close  to  a  decision, 
utter  exasperation,  Feldman  finally  te 
phoned  Bausch  &  Lomb  Chairman  D. 
Schuman  and  said:  "I  am  going  to  hav 
coronary  before  you  have  a  coronary 
am  younger,'  notes  Feldman]  unless 
settle  this." 

Solomon-like,  a  meeting  was  set  up 
a  Chicago  law  office,  Feldman  and  c 
associate,  Schuman  and  one  associa 
and  the  two  lawyers  heading  the  cal 
Each  lawyer  was  given  one  hour  to  pi 
sent  his  clients'  case  to  this  highly  pai 
san  jury,  then  the  four  businessmen 
down  and  struck  a  deal.  Bausch  &  Loi 
gave  up  its  exclusive  right  to  the  soft-l« 
technology  and  gave  National  Patent  E 
velopment  $14  million.  Would  that 
litigation  could  be  ended  so  neatly! 

Costs  are  only  part  of  the  problem, 
generally  believed  that  50%  to  80%  of 
patents  that  get  into  the  courts  are  invi 
dated.  Contempt  for  patents  has  gro1 
so  deep  that  some  large  companies  q 
etly  pass  the  word  to  their  technical  p 
pie — if  we  infringe,  let  em  sue. 

Like  so  much  popular  wisdom,  I 
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a  that  patents  can  be  blithely  ignored 
y  be  overdrawn.  L.W.  Miles,  who  left 
VI  to  become  president  of  University 
:ents  of  Stamford,  Conn.,  cites  quite 
Ferent  numbers.  In  the  best  study  he 
i  find,  only  37%  of  patents  challenged 
the  Federal  District  courts  are  invali- 
ed,  and  even  that  minority  is  subject 
a  caveat.  "After  all,"  says  Miles,  "it  is 
•  weaker  patents  that  are  challenged.  " 
t  may  be  an  exaggeration  to  say  few 
ents  hold  up  in  court,  but  the  odds  of 
king  money  on  one  are  remote  in- 
;d.  Professionals  in  the  field  say  they 


.  .  Contempt  for  patents 
s  grown  so  deep  that  some 
mpanies  pass  the  word  to 
*ir  technical  people— if  we 
fringe,  let  'em  sue  . . ." 


aid  be  surprised  if  more  than  one 
lent  in  a  thousand  produces  royalties, 
pst  patents,"  says  one  patent  attor- 
[,  "are  really  solutions  looking  for 
blems." 

|  he  patent  licensing  firms  are  as  aware 
I  his  as  anybody  else,  and  even  Feld- 
fi's  National  Patent  Development  has 
llged  its  risk.  This  year  the  company 
,  do  about  $55  million  in  sales,  some 
1  million  of  it  from  manufacturing  and 
i  keting  of  products  rather  than  from 
ilty  income.  That  comparison  is  a 
se  misleading  since  the  products  Na- 
tal Patent  is  making  are  high  technol- 

and  based  on  patents  controlled  by 

company. 

'niversity  Patents  is  in  a  somewhat 
ilar  position.  While  waiting  for  the 
lightning  to  strike — maybe  the  pro- 
from  a  soybeans  patent,  or  the  plas- 
!  display — University  largely  supports 
■If  with  the  earnings  of  a  tufted  rug 
lufacturing  company, 
till,  people  choose  patents.  Feldman, 
i  an  of  infectious  enthusiasms,  has  a 
j'  spray-on  burn  dressing  soon  to  be 
keted  by  Abbott  Laboratories;  and 
r.  a  liquid  dental  decay  remover  that 
Id  obsolete  much  dental  drilling. 
i?s  has  his  energy  patent  that  sent  the 
k  of  University  Patents  soaring  this 
,  then,  when  disillusionment  set  in, 
nmeting. 

That  wildcatting  is  to  oil,  patents  are 
ndustry.  Maybe  that  next  one  is  a 
j  Xerox,  Syntex  or  Polaroid.  More 
y  it  is  a  dry  hole.  ■ 
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When  you  talk, 
Source  listens. 


Most  brokerage  firms  are  in  the  business  of  giving  advice.  So  when 
they  talk,  you're  supposed  to  listen. 

But  if  you're  an  investor  who  makes  his  own  trading  decisions,  you 
need  a  broker  who  will  listen  to  you.  You  need  Source. 

At  Source,  we  don't  give  advice.  We  don't  make  recommendations. 
And  we  don't  solicit  orders.  Instead,  we  listen  to  your  instructions,  and 
execute  them.  Quickly,  accurately,  and  at  the  best  possible  price. 

Because  we  don't  employ  a  staff  of  securities  salesmen,  we're  also 

able  to  save  you  money  on  com-  r~  "    ~"     .  ~  | 

.    .        j    r  J  I  Please  send  me  your  free  Commissions  ! 

missions.  In  fact,  our  customers  ,  and  Services  brochure  and  a  new 

account  application. 
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spend  an  average  of  54%  less 
than  the  last  NYSE  rate  on 
stocks  and  30%  less  than  the  last 
CBOE  rate  on  options* 

If  you'd  like  to  talk— and 
save— with  a  broker  who  listens, 
fill  out  the  coupon  and  send  it 
to  Source. 

Or  call  us  toll  free  at  800- 
221-5338.  (In  New  York,  call 
212-269-9127  collect.) 


State _ 
Phone . 
Mail  to 


Zip, 


Source  Securities  Corporation 

70  Pine  Street 

New  York.  N  Y.  10005 


WYTFOR 11/77   | 

As  of  May  1.  1975,  fixed  rates  were  eliminated,  and  savings  now  may  be  more  or  less. 


The  broker  for  experienced  investors. 


Member  New  York  Stock  Exchange,  N  ASD,  SIPC. 
Complete  execution  and  custodial  services.  Stocks,  Stock  Options,  and  Bonds. 


NEW  MATH 

...  for  an  old  problem.  ROWE  PRICE 

"The  Arithmetic  of  Disadvantage"  NEW  INCOME  FUND,  Inc. 

is  a  free  booklet  which  can  help  you  \  no-load  fund 

overcome  the  obstacles  that  stand  100  East  Pratt  Street,  Dept.  A6 

between  you  and  higher  income  from  Baltimore,  Maryland  21202 

VOUr  Savings.  For  more  complete  information,  including  the  management 

P  II  <■  fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

Call  IOr  your  copy.  Read  it  carefully  before  you  invest  or  send  money. 

800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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A  Good  Investment, 
But  A  Bad  Business 

By  John  Train 

.  .  If  one's  home  is  a  desirable  investment,  then  doesn't 
it  make  sense  to  own  other  homes  as  an  investment?  .  . ." 


t's  no  wonder  house  prices  are  so  high. 
Owning  your  own  is  a  nearly  perfect 
investment,  particularly  when  taking  ac- 
count of  taxes.  Ownership  provides  pro- 
tection against  rent  increases  related  to 
increased  construction  costs.  Let's  ana- 
lyze a  home  as  an  investment. 

Suppose  you  do  not  own  your  home, 
but  rent  it  at,  let  us  say,  $1,000  a  month, 
or  $12,000  a  year. 

To  have  $12,000  a  year  to  spend  after 
federal,  state  and  local  taxes,  you  might 
need  an  income  of  $16,000  to  $20,000. 

How  much  capital  would  it  take  to 
produce  that  income? 

In  order  to  stay  even  with  inflation, 
you  would  have  to  earn  this  sum  not 
from  bonds,  whose  return  is  fixed,  but 
from  stock  dividends  that  rise  as  fast  as 
inflation.  Stocks  with  this  characteristic 
pay  roughly  4%.  So  the  amount  of  capital 
you  would  have  to  use  to  enable  you  to 
pay  that  rent  after  taxes  would  be  be- 
tween $400,000  and  $500,000. 

On  the  other  hand,  a  house  that  would 
rent  for  $1,000  a  month  might  sell  for 
between  $100,000  and  $200,000.  So  if 
you  bought  it  outright,  you'd  have  the 
use  of  the  several  hundred  thousand  dol- 
lars of  capital — less  the  cost  of  mainte- 
nance and  taxes — that  would  be  tied  up 
if  you  were  renting,  together  with  some- 
what greater  safety. 

Indirect  Subsidies 

A  dwelling  now  enjoys  three  different 
subsidies  that  are  written  into  our  fiscal 
legislation; 

•  You  can  deduct  local  real  estate  tax- 
es for  federal  income  tax  purposes.  That 
is  an  anomaly  of  the  tax  laws  in  the  home 
owner's  favor.  Local  taxes  are  often 
much  better  value  than  federal  taxes. 
Much  of  what  the  home  owner  gets  from 
Washington  represents  the  expense  of 

y»/i>i  Train  is  president  of  Train,  Smith  Coun- 
sel, New  York,  and  the  author  of  Dance  of  the 
Money  Bees. 


the  bureaucracy  itself  and  has  little — or 
even  a  negative — value,  such  as  overreg- 
ulation.  Most  local  taxes,  on  the  other 
hand,  represent  direct  services:  schools, 
police,  fire  protection,  road  repair,  and 
the  like.  To  be  sure,  those  costs  go  up, 
but  they  would  also  go  up  if  one  had  to 
pay  for  them  oneself,  and  they  would  not 
be  deductible. 

•  For  the  present  you  can  also  deduct 
the  interest  on  mortgage  payments  for 
tax  purposes.  As  a  result,  after  taxes,  the 
rent  of  a  house  and  the  total  mortgage 
service  on  it  are  often  about  the  same 
amount,  except  that  after  years  of  paying 
off  the  mortgage  you  own  the  house 
outright. 

•  There  are  various  federal  credit  and 
tax  mechanisms  designed  to  favor  home 
ownership,  such  as  mortgage  guaranty 
programs  and  tax  advantages  for  savings 
banks  and  savings  and  loan  associations, 
which  have  the  effect  of  reducing  mort- 
gage interest  below  its  "natural"  rate  by 
several  percent  annually. 

All  of  these  advantages  represent  an 
accepted  American  political  view  that 
the  home  owner — like  the  yeoman  in 
former  times — is  likely  to  be  a  better 
citizen,  having  more  of  a  stake  in  the 
country,  than  one  who  merely  rents  and 
thus  has  less  involvement  in  the  commu- 
nity. The  howl  that  would  arise  against  a 
politician  who  proposed  constructive  ex- 
propriation of  private  residences  would 
be  overwhelming.  There  is  no  such  howl 
against  the  constructive  expropriation  of 
urban  landlords  through  rent  control,  or 
of  bondholders  through  inflation. 

Which  brings  us  to  the  next  point:  If 
one's  home  is  a  desirable  investment, 
then  doesn't  it  make  sense  to  own  other 
homes  as  an  investment? 

That's  not  so  clear  these  days. 

Improving  and  looking  after  one's  own 
home  and  garden  are  often  quite  enjoy- 
able, and  one  does  not  begrudge  the 
time  too  much.  Looking  after  two  or 
three  others  and  fighting  with  tenants 
and  repairmen  can  be  a  major  headache. 
Owning  a  residence  as  a  business  means 


getting  into  business,  and  a  rather  diffi- 
cult business  at  that,  rather  than  having  a 
passive  investment. 

A  Different  Game 

There  are  business  risks,  too,  consid- 
erable risks.  In  England  and  other  coun- 
tries abroad  the  tenant  in  a  secondary 
residence  often  can  no  longer  be  re- 
moved without  elaborate  legal  procr- 
dures  lasting  for  years.  That  might  also 
become  true  here,  quite  aside  from  the 
danger  of  rent  control.  Either  would 
make  the  investment  fairly  dangerous. 

Then  there  is  always  the  possibility 
that  in  the  future  the  deductibility  of 
mortgage  payments  and  local  taxes 
against  income  for  federal  tax  purposes 
would  not  apply  to  any  except  one  s  pri- 
mary residence,  if  that.  This  would  make 
the  carrying  cost  of  houses  much  more 
expensive  in  real  terms,  and  provoke 
selling. 

You  pay  full  capital-gains  taxes — 
which  may  approach  ordinary-  income 
rates — on  the  profit  on  the  sale  of  a| 
secondary'  residence,  even  though  large* 
ly  inflation-generated.  Only  on  one's  pri- 
mary residence  can  one  escape  the  cap- 
ital-gains tax  by  reinvesting  in  another 
primary  residence. 

Finally,  there  are  cycles  in  the  relative 
values  of  things.  When  any  particular 
class  of  investment  has  gotten  "sold  out, "' 
it  begins  to  go  up  again,  and,  after  ten  ori 
20  years  of  rising  prices,  people  assume) 
the  trend  is  eternal.  Prices  begin  to  anA 
ticipate  indefinite  future  value  increases.) 
Once  again  we  hear  the  fatal  expression,! 
"IBM  [or  gold  or  art  or  an  apartment  ira 
New  York]  can  only  go  up."  Those  wordsl 
are  an  alarm  bell  to  the  seasoned  inves- 
tor. That's  what  people  are  saying  today 
about  single-family  houses,  particularly 
in  California — even  though  the  state  is) 
running  out  of  water  for  the  present) 
population. 

So  it  seems  reasonable  that  everyone 
should  own  his  house  if  possible,  bun 
should  be  cautious  about  investing  ira 
others.  ■ 
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VVith  th. 

Christmas  Seals 
the  children  of  America 
celebrate  life  and  breath 

On  this  year's  Christmas  Seals  the  children  of 
America  express  their  feelings  about  Christmas.  At  the 
season  of  giving,  they  help  us  appreciate  the  gift  of 
breathing. 

Your  lungs  must  last  you  all  your  life.  Smoking, 
pollution,  disease  wear  them  out.  Christmas  Seals 
fight  these  killers. 

Christmas  Seals  have  heiped  conquer  tuberculosis 
and  are  hard  at  work  on  the  other  dangers.  Your  contribu- 
tion for  Christmas  Seals  will  help  lung  health  for  everyone. 

And  your  use  of  Christmas  Seals  will  tell  everyone 
else  to  help  too.  Act  today.  It's  a  matter  of  life  and  breath. 

We  all  share  the  same  air.  And  we  care  about  every 
breath  you  take.  We  really  do. 

Give  to  Christmas  Seals. 


Mil  HIGAN  v>~~ 
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Money  And  Investments 


A  Contrary  View: 

Stocks  As  Inflation  Hedge 

By  Richard  B.  Hoey 

". . .  At  current  stock  prices,  investors  are  actually 
demanding — and  getting — a  13%-to-14%  expected 
return  from  current  and  future  dividends  . . ." 


I  en  years  ago  every  investor  felt  safe 
in  the  knowledge  that  common  stocks 
were  a  hedge  against  inflation.  Unfortu- 
nately, common  stocks  were  an  abysmal 
failure  as  an  inflation  hedge  in  the  last 
decade.  Even  though  earnings  and  divi- 
dends kept  rising,  price/earnings  multi- 
ples kept  dropping.  As  a  result,  the  Dow 
Jones  industrial  average  has  not  risen  at 
all  in  the  last  decade,  while  consumer 
prices  have  risen  by  more  than  80%. 

Today  every  investor  thinks  he  knows 
that  inflation  makes  common  stocks  a 
bad  investment.  Maybe  that  was  true  in 
the  past  ten  years.  I  do  not  think  it  will 
be  true  in  the  next  ten. 

Investors  need  to  distinguish  clearly 
between  unexpected  increases  in  the 
rate  of  inflation,  which  are  a  surprise  to 
investors,  and  a  continued  persistent  in- 
flation, which  is  widely  anticipated  by 
investors.  When  there  is  a  major  unex- 
pected increase  in  the  rate  of  inflation, 
bond  yields  rise  and  price/earnings  mul- 
tiples drop.  By  definition,  an  unexpected 
shift  in  inflation  is  obviously  not  dis- 
counted in  advance  in  stock  prices.  The 
negative  surprise  must  therefore  drive 
down  price/earnings  multiples.  If  infla- 
tion continues  at  its  expected  rate  of  near 
6%  over  the  coming  years,  however, 
there  is  no  need  for  any  further  down- 
ward shift  in  multiples. 

Buyers  With  Cash 

I  believe  that  stock  prices  already  fully 
discount  the  inflation  rate  of  6%  that  we 
are  likely  to  average  over  the  next  five  to 
ten  years.  At  current  stock  prices,  inves- 
tors are  actually  demanding — and  get- 
ting— a  13%-to-14%  expected  return 
from  current  and  future  dividends  on 
common  stocks.  Stocks  can  be  valued  on 
the  basis  of  current  and  expected  cash 
dividends  in  the  same  way  that  a  corpo- 
ration calculates  the  potential  return  on 

Mr.  Hoey  is  a  vice  president  and  investment 
strategist  at  Bache  Halsey  Stuart  Shields. 


building  a  new  plant.  You  forecast  a  fu- 
ture stream  of  cash  payments  (dividends 
in  this  case),  and  then  discount  these 
future  cash  payments  by  alternative  in- 
terest rates.  At  current  stock  prices,  the 
discount  rate  that  equates  the  discount- 
ed value  of  forecast  future  dividends  on 
stocks  with  their  current  price  is  about 
13%  to  14%.  This  method  of  valuation 
does  not  include  any  assumption  about 
future  fluctuations  in  stock  prices,  but 
merely  attempts  to  value  the  expected 
future  flow  of  cash  dividends. 

This  high  13%-to-14%  expected  return 
on  future  dividends  is  one  explanation  of 
why  publicly  held  companies  are  receiv- 
ing so  many  cash  buyout  offers.  Note 
that  recent  buyout  offers  have  been  for 
cold,  hard  cash,  not  the  "funny  money" 
securities  offered  during  the  merger 
boom  of  the  1960s.  It's  one  thing  to 
purchase  a  company  with  iffy  IOUs.  It's 
something  quite  different  to  do  so  with 
hard,  cold  cash. 

I  don't  believe  that  the  U.S.  will  ex- 
perience a  major  shift  in  the  rate  of 
inflation  in  the  next  five  to  ten  years. 
Some  analysts  are  even  forecasting  a  de- 
cline, to  an  inflation  rate  of  3%  to  4%. 
This  seems  too  optimistic.  Even  though 
farm  prices  have  been  very  weak,  any 
sustained  deceleration  of  inflation  seems 
unlikely.  The  pressure  of  monetary  and 
wage  inflation  is  too  strong.  But  the  real 
point  is  that  the  stock  market  is  currently 
discounting  a  6%  or  so  rate  of  inflation;  it 
is  not  betting  on  a  further  drop  in  the 
inflation  rate. 

So,  if  the  idea  of  long-run  yields  of 
13%  or  14%  appeals  to  you,  then  there 
are  many  good  buys  around.  Here  are  a 
few  of  my  favorites  (along  with  a  couple  I 
would  avoid  at  this  time). 

Barnett  Banks  of  Florida  (recent  price 
of  14;  estimated  earnings  per  share  in 
1977,  $1.70;  in  1978,  $2)  is  one  of  my 
favorite  stocks.  Earnings  should  roughly 
double  between  1976,  when  they  were 
$1.46,  and  1980,  when  $3  is  expected. 
The  76-cent  current  dividend  offers  a 


yield  of  5.4%.  Over  the  next  five  years,  I 
expect  that  earnings  will  more  than  dou- 
ble, while  dividends  should  rise  by  more 
than  70%. 

Barnett  Banks  is  a  key  beneficiary  of  I 
the  current  improvement  in  the  Florida 
economy.  The  aftereffects  of  the  great 
Florida  real  estate  bust  are  finally  begin- 1 
ning  to  wear  off.  Both  commercial  con-| 
struction  and  home-building  have  been 
recovering  strongly.  The  improvement  > 
in  the  Florida  real  estate  market  is  re-| 
fleeted  in  Barnett's  loan  portfolio.  Non- 
performing  loans  have  dropped  from) 
$47.3  million  on  Dec.  31,  1975  to  $22.9f 
million  on  June  30,  1977.  Including  real 
estate  held  by  the  bank  for  sale,  nonper- 
forming  assets  are  now  only  1.5%  of  total 
assets.  The  bank  has  minimal  exposure 
to  international  lending,  which  has  been) 
a  cause  for  some  concern  at  a  number  of| 
larger  banks. 

Betting  On  Copper 

There  aren't  many  safe  dividends  in  { 
the  copper  industry  these  days,  but  I| 
think  Cyprus  Mines  (17,  $1,  $1.80)  has 
one.  The  current  yield  on  its  $1.40  divi-| 
dend  has  risen  to  8%  as  the  stock  has| 
dropped.  The  major  expansion  of  its  low- 
er-cost Bagdad,  Ariz,  mine  should  cornel 
on  stream  within  the  next  several 
months.  As  a  result,  the  burden  on  cash| 
flow  of  high  capital  spending  for  expan- 
sion will  be  easing  dramatically.  Capital! 
spending  was  $145  million  in  1976;  it  is 
expected  to  drop  to  $125  million  in  1977| 
and  to  $50  million  in  1978,  which  will 
make  it  easier  for  Cyprus  to  maintain  its 
dividend.  I  believe  that  Cyprus  is  a  good| 
way  for  the  investor  to  participate  in  an 
eventual  recovery  of  copper  prices,  andl 
to  earn  a  good  current  yield  while  he'si 
waiting. 

I  continue  to  favor  Addressograph- 
Multigraph  (13).  After  a  whole  series  ofl 
writeoffs,  the  company  reported  a  net 
loss  for  the  fiscal  year  ended  July  1977. 
However,  operating  earnings,  excluding) 
writeoffs,  were  nearly  $1  a  share.  I  ex-i 
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:t  net  profits  of  around  $1.50  or  more 
the  current  fiscal  year  as  the  benefits 
ecent  cost-cutting  measures  begin  to 
felt. 

^eledyne  (53,  $14.50,  $16.50)  is  selling 
only  3  times  next  year's  earnings.  The 
npany  pays  no  cash  dividend,  which  is 
tiajor  cause  of  its  low  price/earnings 
o.  However,  this  also  means  that  the 
npany  should  be  able  to  retain  a  total 
ibout  $30  per  share  for  this  year  and 
:t.  Even  in  today's  yield-conscious 
rket,  this  represents  extraordinary 
je.  This  rapid  accumulation  of  net 
-th  should  ultimately  be  reflected  in  a 
her  valuation,  especially  if  changes  in 
tax  code  move  management  to 
nge  the  philosophy  of  not  paying  a 
i  dividend.  Certainly  the  company 
uld  be  able  to  afford  it. 

tch  To  A  Bond 

iiven  the  high  leverage  and  inherent 
itility  of  the  airline  industry,  I  recom- 
id  that  all  investors  holding  the  com- 
a  stock  of  Pan  American  World  Air- 
is  (4%,  $1,  $1)  sell  their  stock  and  buy 

of  Pan  Ams  high-yielding  convert- 
bonds  with  moderate  conversion 
rniums.  For  example,  the  7'/?.%  1998 
i  offers  a  current  yield  of  9.4%  and 
g  at  an  18%  conversion  premium, 
ie  the  97/8%  1996  (97)  yields  10.2%  at 
(2%  conversion  premium.  Sell  the 
Ik,  buy  one  of  the  bonds  and  get  paid 
He  you  wait  for  the  distant  day  when 

American  begins  to  pay  dividends, 
here  are  two  stocks  I  would  sell  now 
oite  the  declines  they  have  already 
srienced.  Blue  Bell  (22,  $5.50,  $3) 
uld  report  a  sharp  drop  in  earnings  in 
p.  A  price  war  has  broken  out  in  the 
ipany's  primary  market,  blue  jeans, 
je  Bell's  profit  margins  have  been  well 
i/e  their  ten-year  average  during  the 
itwo  years,  but  I  expect  a  sharp  de- 
le in  profit  margins  next  year.  Even 

igh  the  stock  is  near  its  low  for  the 
(  and  selling  at  only  4  times  this 
i  s  earnings,  experience  shows  that  it 

ften  very  risky  to  hold  an  apparel 
k  when  competitive  conditions  dete- 

ite.  1  would  sell  Blue  Bell  and  buy 

lerosa  (12,  $1.95,  $2.50)  or  H&R 
\k  (23,  $2.13,  $2.45)  instead. 

>laroid  (26,  $2.65,  $3)  is  a  glamour 

pany  with  a  very  unglamorous  earn- 
I  record.  Eastman  Kodak,  a  much 
;;r  company,  has  moved  to  invade 

raid's  instant  photography  market. 

l  so  many  cheap  stocks  available,  I 

io  point  in  speculating  on  Polaroid's 

ty  to  defend  itself  from  intensifying 

petitive  pressures.  ■ 


"My  investment  approach 
has  changed  over  the  years. 
But  my  need  for  Barrens 

neVer  naS«  William  Scanlon,  Verona,  N.J. 


v 
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'When  I  was  younger,  I  invested  aggressively.  For  growth.  These  days,  1  m  more 
conservative.  I  concentrate  on  income  now  so  that  1  can  enjoy  more  of  the  good 
things  now  — like  traveling.  I  also  concentrate  on  Barron's.  It's  the  first  publication 
I  picked  up  when  I  became  an  investor  in  '53.  And  the  only  one  I've  stayed 
with  through  all  these  years. 

"I  read  Barron's  columns  —  Up  &  Down  Wall  Street  and  The 
Trader  —  for  ideas.  The  writing  is  witty 
and  sharp.  And  the  writers  go  out  on  a 
limb  and  really  say  what  they  think. 
I  also  use  Barron's  to  check  out  my  buy 
and  sell  feelings  with  facts.  Their 
statistical  summaries  and  details  are 
more  complete  than  any  other  source. 

"What  I  like  about  Barron's  is 
that  it  covers  such  a  broad  area  with 
such  depth.  No  matter  what  my  present 
interests  are  — I  can  always  find  a  lot 
of  information  on  the  investment 
areas  I'm  involved  in." 

No  matter  how  the  market  changes 
—  no  matter  how  your  investment  pat- 
tern changes— you  never  outgrow  your 
need  for  Barron's.  We  think  ahead  and 
report  ahead  for  investors  who  want  to 
get  ahead.  Join  us  — every  single  week 
for  the  quality  and  quantity  of  invest- 
ment fact  and  insight  you  want. 
Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S 
The  National  Business  and  Financial 
Weekly  from  Dow  Jones 

200  Burnett  Road,  Chicopee,  Mass.  01021 

Please  enter  my  subscription  to  Barron's. 

□  One  year  at  $28  (a  28%  saving  off 
newsstand  price). 

□  Six  months  at  $15. 

□  Payment  enclosed.  □  Bill  me. 

Also  send  me  as  a  special  free  gift  a  copy 
of'TO  Rules  for  Investors." 

Name  

Street  

City  

State. 


.  Zip_ 


i  U  S.  and  Possessions  only.  2B856 
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When  In  Doubt,  Panic 


By  Peter  G.  Banzhaf 


I  here's  something  to  be  said  for  panic. 

That  sudden,  overpowering  feeling  of 
terror  that  grips  you  when  a  piece  of  bad 
news  knocks  three  points  off  a  stock  you 
own  may  just  save  you  a  lot  of  money. 

If  you're  lucky,  it  will  send  you  run- 
ning to  the  phone  to  tell  your  broker  to 
sell.  And  despite  the  fact  that  you 
haven't  analyzed  the  situation  carefully, 
that  you're  not  in  possession  of  all  the 
facts,  there's  a  fine  chance  that  you'll  be 
doing  exactly  the  right  thing. 

Because  in  my  experience,  whenever 
I  have  hesitated  over  a  negative  develop- 
ment— an  earnings  decline,  an  account- 
ing "adjustment"  or  a  "routine"  investi- 
gation by  regulatory  authorities — I  have 
lived  to  regret  it.  A  three-point  drop, 
given  enough  time,  too  often  has  turned 
into  a  ten  or  15  pointer,  becoming  a 
certifiable  personal  financial  disaster. 

On  the  other  hand,  whenever  I  have 
given  in  to  my  emotions  and  sold — rash- 
ly, hastily  and  motivated  only  by  blind 
terror — I  have  usually  been  quite  satis- 
fied with  the  results. 

Actually,  I  was  taught  this  lesson  years 
ago  during  the  great  Brunswick  decline; 
but  alas,  as  you  will  see,  not  well 
enough.  I  acquired  a  few  shares  of  the 
bowling  equipment  manufacturer  short- 
ly before  lunch  when  the  stock  was  about 
54.  Down  from  73  with  earnings  sup- 
posedly strong,  it  seemed  a  sound  value, 
perhaps  a  downright  steal.  When  I  re- 
turned from  lunch,  however,  I  was 
alarmed  to  find  the  shares  at  48,  down  a 
full  six  points.  My  first  and  best  inclina- 
tion— produced  by  a  feeling  of  basic  pan- 
ic— was  to  sell.  Never  mind  the  explana- 
tions, run  for  the  hills.  Unfortunately,  I 
was  seized  in  the  viselike  grip  of  my 
rational  self,  which  rejected  emotional- 
ism. So,  with  a  cool  head  I  watched  a 
series  of  reverses  unfold  that,  together 
with  a  soggy  market,  finally  brought 

Mr.  Banzhaf  is  a  vice  president  with  Robert 
W.  Baird  b  Co.  Inc.,  Milwaukee,  Wis. 
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Brunswick  to  about  15.  There,  in  a  neat 
piece  of  bottom  picking,  I  sold. 

That  experience  should  have  taught 
me  to  trust  in  my  own  sense  of  panic. 
But  no.  Cool  heads  almost  always  prevail 
and  the  experience  was  repeated — with 
Penn  Central,  King  Resources,  CD. 
Searle  and  a  host  of  other  names  that 
only  revisit  me  on  Halloween. 

Follow  Your  Instincts 

Panic,  of  course,  can  save  you  not  only 
from  instances  of  decline  in  individual 
stocks,  but  from  a  general  market  drop  as 
well.  As  far  as  I'm  concerned,  there's  no 
more  reliable  indication  of  trouble  ahead 
than  an  acute  market- related  feeling  of 
discomfort  in  the  stomach  that  lasts  more 
than  three  days.  However,  I've  been 
able  to  rationalize  away  my  premoni- 
tions— which  has  allowed  me  to  remain 
fully  invested  during  most  significant 
declines. 

How  easy  it  would  have  been,  early 
last  summer,  to  throw  caution  to  the 
winds  and  sell.  But  no,  my  cool  head 
retained  its  suzerainty,  and  here  I  am 
stuck  along  with  the  rest  of  you. 

Even  though  I  failed  to  make  use  of 
my  panic  earlier,  I  don't  think  it  should 
be  employed  now.  It's  too  late.  And 
anyway,  fall  is  a  season  of  bottoms,  not 
tops.  So  I  persist  in  my  stance  as  a  buyer. 

Believe  it  or  not,  one  of  my  favorite 
stocks — and  one  that  has  acted  very  well 
indeed  during  this  distressing  period — is 
a  hamburger  chain.  Does  the  world  need 
more  hamburgers?  Well  I  don't  know, 
but  in  the  U.S.,  at  least,  the  appetite 
seems  to  be  strong. 

Wendy's  International  (28)  has  been  in 
business  only  since  1969,  but  its  growth 
has  been  sensational.  Admittedly,  step- 
ping into  a  hamburger  chain  at  its  1977 
high,  in  direct  competition  with  McDon- 
ald's, could  be  dangerous.  But  this  com- 
pany really  performs,  and  there  is  no 
indication  that  the  performance  is  over. 
The  secret  at  Wendy's  seems  to  be  a 
sandwich  that  contains  fresh — not  fro- 
zen— meat  cooked  to  order. 

In  1972,  with  seven  company-owned 


and  two  franchised  restaurants,  Wendy's 
had  combined  sales  of  only  about  $2 
million.  By  the  end  of  this  year,  the 
company's  930  restaurants  (200  ownedj 
730  franchised)  will  have  produced  about 
$385  million  in  sales.  Not  bad  for  five 
years.  If  you're  willing  to  assume  the 
kind  of  risk  this  business  inevitably  en-j 
tails,  I  think  Wendy's  (which  should  earn 
$2.20  a  share  this  year,  up  from  $1.33, 
up  from  92  cents,  up  from  50  cents,  etc.] 
will  continue  to  pay  off. 

Another  stock  I  find  attractive  is  P.R\ 
Mallory  (35),  which  has  declined  from 
about  45  this  year  and  seems  decidedly 
cheap.  Mallory  is  essentially  a  unique 
play  on  the  continued  rapid  growth  ol 
the  personal  electronic  products  mar 
ket — tape  recorders,  hand  calculators 
radios,  smoke  alarms  and  the  like.  The 
company  is  the  primary  maker  of  the 
long-lasting  alkaline  battery,  a  product 
that  is  making  significant  inroads  in  the 
market.  This  is  a  growing  business  and 
one  that  isn't  as  price-intensive  as  thai 
market  for  the  products  themselves 
With  earnings  of  $3.45  a  share  projected 
for  calendar  1977  and  perhaps  $4. 15  nexi 
year,  Mallory  has  a  good  deal  of  appeal. 

Finally,  I  see  no  reason  to  change  nvj 
feelings  about  Parker  Pen  (17),  the  lead! 
ing  producer  of  writing  instruments 
This  has  been  a  quiet  but  outstanding 
company.  One  would  have  to  do  a  lot  o| 
searching  before  finding  a  stock  that  hat 
been  at  once  more  profitable  to  own  ol 
more  comfortable  to  live  with.  Its  earn| 
ings  during  the  last  five  years  hav« 
grown  at  a  compound  rate  of  28%,  whicl 
is  pretty  fancy.  With  the  acquisition  a 
Manpower,  Inc.,  Parker  has  also  beeom* 
a  major  participant  in  the  temporary 
help  field.  I  look  for  $2.25  a  share  for  thii 
year,  up  from  $1.65  in  1976.  And  the  enc 
doesn't  seem  to  be  in  sight. 

I  think  these  stocks  are  attractive 
Now.  At  these  prices.  But  believe  me, 
I  see  the  slightest  sign  of  trouble  ahead 
I'm  going  to  run. 

As  far  as  I'm  concerned,  the  rule  is 
When  in  doubt,  panic.  It  will  save  us  a} 
a  lot  of  money.  ■ 
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rheTime  vs.  Newsweek 

showdown. 


(You  win  either  way.) 


re  sticking  our  necks  out. 

If  we're  right,  we're  going  to  win  a  lot  of  friends  for 
/sweek.  If  we're  wrong,  the  winner  might  be  TIME. 

What  we  propose  to  do  is  this.  We'll  send  you  three 
es  of  Newsweek  for  free,  and  invite  you  to  read  them 
a  subscriber.  If,  after  this  3-week  trial  period,  you 
't  like  Newsweek  we're  willing  to  send  your  name  to 
E  and  tell  them  to  give  you  their  best  offer. 

Each  week  Newsweek  plunges  you  behind  the  scenes 
dd  substance  to  the  news. 

We  clarify  what's  happening  in  the  nation  and  world  in 
ay  that's  understandable  to  you  personally. 

We  tell  you  what  everyone's  talking  about  in  enter- 
ment  and  the  arts. 

We  put  the  spotlight  on  the  frenetic  happenings  of 
sports  arena. 

We  put  you  in  touch  with  what's  new  in  science, 
iicine,  education  . . .  developments  in  the  worlds  of 
iness  and  finance. 

As  a  reader  of  Newsweek,  the  world  is  more  fasci- 
ng  to  you.  And  you  are  more  fascinating  to  the  world. 
Try  being  a  Newsweek  subscriber.  We're  betting  you'll 
it  so  much — TIME  will  have  to  look  elsewhere  for 
r  name. 


Try  3  issues 
of  Newsweek  free. 


N©WSW€JCk  The  Newsweek  Building 
Livingston,  N.J.  07039 

Send  me  the  next  3  issues  of  Newsweek  without  cost 
or  obligation.  If  I  like  it,  I  will  have  started  my  half- 
cover-price  subscription  for  the  term  checked  below. 
If  I'm  not  delighted  I'll  write  "cancel"  on  the  bill 
and,  if  i  wish,  tell  you  to  turn  my  name  over  to  TIME 
for  their  best  offer. 

□  25  weeks  for  $12.50    □  48  weeks  for  $24.00 

(You  save  $12.50  (You  save  $24.00 

off  the  cover  price.)  off  the  cover  price.) 

Name  .  . 


Address. 
City  


State  

51310713 


.Zip. 


Good  Only  in  the  50  States  ot  the  U.S.A. 


Try  the  Newsweek  difference 


Regular 

Quarterly 

Dividend 

62  1/2*  per 
Common  Share 

Payable: 

December  15, 1977 
Record: 

November  18, 1977 
Declared: 
October  26, 1977 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


Money  And  Investments 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  I 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

RESALE  ACCRUED  EQUITIES  inc. 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.  I.  Schoenwald 

380  Lexington  Ave.,  N.Y.C.  10017 
(212)M01-3595 


Cornucopia 
Spread 

By  Stanley  W.  Angrist 


I  he  crop  is  in  and  it's  a  mighty  good 
one!  If  you  are  not  a  farmer  that  bit  of 
information  is  good  news  indeed.  It 
means  that  most  food  prices  should  be 
relatively  stable  during  the  coming  year. 
The  countless  crop  scares  that  commod- 
ity newswire  teletypes  chattered  out 
since  last  March  have  now  all  been  rel- 
egated to  the  rumor  closet,  and  we  won't 
hear  the  likes  of  them  until  next  spring. 
The  late  frosts,  the  droughts,  the  floods 
and  the  early  frosts  have  been  ground 
into  the  dust  by  the  commodity  bulls  and 
must  await  the  earth's  next  greening  be- 
fore they  can  again  be  waved  in  front  of 
the  bears  to  try  and  scare  them  into 
submission.  As  usual  the  frosts  and 
droughts  were  more  plentiful  on  the 
floor  of  the  Chicago  Board  of  Trade  than 
in  Iowa,  Illinois  and  Kansas.  A  roundup 
of  our  three  most  important  crops  is 
worth  looking  at. 

The  wheat  crop  was  excellent,  rank- 
ing, in  bushels  harvested,  right  up  there 
with  the  record  years  of  1975  and  1976; 
the  crop  will  be  in  excess  of  2  billion 
bushels.  Durum  and  other  spring  wheat 
were  down  considerably  from  last  year, 
but  their  decline  was  almost  totally  offset 
by  the  increased  harvest  of  winter 
wheat.  Wheat  futures  that  had  staged  a 
rather  surprising  rally  in  the  face  of  a 
huge  surplus  have  become  more  defen- 
sive since  the  U.S. -Soviet  grain  trading 
talks  in  Washington:  The  Russians  failed 
to  give  any  indication  that  they  might 
buy  more  than  the  6  million  tons  of  U.S. 
grain  called  for  in  the  grain  agreement 
negotiated  several  years  ago.  Traders 
had  been  hoping  that  the  poorer-than- 
expected  Russian  crop  would  prompt  the 
Soviets  to  cough  up  enough  hard  curren- 
cy to  haul  away  perhaps  12  million  tons. 

One  way  to  play  wheat  is  to  put  on  a 
limited-risk  spread  that  is  close  to  full 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  tvritten  a  book  on 

commodities. 


carrying  charges.  (Carrying  charges 
the  theoretical  cost  of  taking  delivery 
commodity  and  paying  the  storage, 
surance  and  interest  costs  in  owning 
Carrying  charges  for  wheat  are  aboiu 
cents  per  month.  One  wheat  sprea 
interest  would  be  long  May  and  s 
July,  with  July  at  a  5V2-cent  or  n 
premium.  Since  full  carrying  charges 
9  cents,  one  risks  only  3Vi  cents,  or 
per  spread.  Bad  weather  this  win 
unexpectedly  large  exports  or  both  o 
cause  this  trade  to  go  to  even  moi 
producing  a  profit  of  $275  per  spj 
before  commissions. 

Rich  In  Corn 

With  each  U.S.  Department  of  ^ 
culture  report,  the  corn  crop  gets  b« 
and  better.  As  of  Oct.  1,  it  was  proje 
at  6.3  billion  bushels,  87  million  bus 
larger  than  last  year's  alltime  rec 
Though  down  about  7%  from  1972' 
rounding  97. 1  bushels  per  acre,  the  ) 
is  still  enough  to  make  us  the  cor 
chest  nation  on  earth. 

What  can  a  trader  do  in  the  face  oi 
huge  glut?  The  obvious  strategy  is  t 
short.  But  with  prices  already  gr« 
depressed,  I  would  be  reluctant  to 
with  the  bears.  I  would  not  be  adver 
studying  history  though.  The  record! 
veal  that  in  years  of  plenty  price 
tend  to  occur  in  the  September-Octl 
period,  and  the  postharvest  rail; 
prices  generally  takes  place  in  No\ 
ber.  This  phenomenon  is  believei 
occur  because  the  market,  ever  loo 
to  the  future,  discounts  the  glut  in 
vance.  Since  1950  there  have  been 
years  of  huge  supplies.  In  seven  of  t 
years,  price  advances  exceeded  decli 
However,  I  would  risk  no  more  tha 
cents  ($500  per  contract)  on  a  long 
tion  in  May  corn.  The  profit  objecti 
between  5  cents  and  10  cents. 

My  tune  must  have  a  familiar  soun 
now:  Soybeans  too  are  headed  for  a 
ord  harvest.  Although  the  soybean 
projections  as  of  Oct.  1  were  sli£ 
below  the  guesstimates  of  the  floor 
ers,  the  harvest  is  still  projected  a 
alltime  record  of  1.65  billion  bus! 
30%  larger  than  last  year's  crop  anc 
bigger  than  1973  s  record  bin-buste 
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billion  bushels.  And  these  beans 
be  looking  for  a  home.  Season-to- 
exports  have  not  been  strong. 

a  recent  analysis,  Shearson  Hayden 
e  suggested  an  interesting  way  to 
this  glut  situation.  They  believe  that 
astantial  amount  of  this  year's  corn 
be  put  under  loan  and  some  sort  of 
rnment  acreage  set-aside  will  be  in- 
ted  in  1978. 

ch  a  program  might  involve  a  10% 
grain  acreage  diversion,  which 
d  work  like  this.  Suppose  a  farmer 
ed  500  acres  of  corn  and  200  acres  of 
s  in  1977  for  a  total  of  700  planted 
.  If  he  wished  to  plant  500  acres  of 


.  As  usual  the  frosts  and 
jghts  were  more  plentiful 
he  floor  of  the  Chicago 
rd  of  Trade  than  in 
a,  Illinois  and  Kansas  . . ." 


in  1978,  he  would  have  to  set  aside 
res  of  cover  crops  that  could  not  be 
isted.  That  would  reduce  the  acre- 
ie  could  plant  to  soybeans  to  150 
But  because  of  the  relative  price 
tage  that  soybeans  hold  over  corn, 
more  likely  that  the  farmer  would 
lck  on  his  corn  acreage  while  main- 
g  his  bean  acreage.  Thus  1978  soy- 
acreage  could  be  in  excess  of  60 
n  acres  (the  1977  acreage  was  58.1 
n). 

present,  1978  corn  futures  are  not 
enough  to  encourage  calling  corn 
om  under  government  loan.  Thus 
Tee  carryout"  of  corn  in  Septem- 
lould  not  be  a  burden,  and  the 
rnber  contract  could  rise  to  the 
i  quivalent  price  of  about  $2.40  per 
I. 

I  fundamentals  of  this  situation  can 
|>e  played  by  going  long  two  con- 
:  of  September  corn  while  going 
one  contract  of  September  beans, 
tie  soybeans  at  a  premium  of  $1.05 
e.  This  spread  is  unusually  volatile 
jiust  be  treated  with  respect.  I 
i  risk  no  more  than  20  cents 
D)  per  spread.  Unfortunately,  trad- 
ing up  this  spread  will  probably  be 
!to  put  up  the  margin  for  one  soy- 
jontract  ($2,500  minimum)  and  one 
contract  ($7.50  minimum).  Of 
,  three  roundturn  commissions 
ive  to  be  paid,  or  about  $130  per 
I.  The  spread  could  easily  yield 
i  of  40  cents  or  more.  ■ 
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IF  YOU  BELIEVE 
IN  THE  SYSTEM 

capitalist 
toolbag 


Money  And  Investments 


IF  YOU  BELIEVE 
IN  THE  SYSTEM 

hang  yourself  with  a 

capitalist  tool 

tie 


IF  YOU  BELIEVE 
IN  THE  SYSTEM 

take  shelter  under  a 

capitalist  tool 

umbrella 


IF  YOU  BELIEVE 
IN  THE  SYSTEM 

cover  up  with  a 

capitalist  tool 

scarf 


FORBES  Magazine 

60  Fifth  Avenue  /  New  York,  NY  1 001 1 

Yes,  I  do  believe  in  the  System 

Please  send  me  the  following 
CAPITALIST  TOOL  items: 


.Totebag(s)  @  $10  each 
Necktie(s)  @  $10  each 
.Umbrella(s)  @  $20  each 
Scarf(s)  @  $15  each 


Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 


/Vame_ 


PLEASE  PRINT 


Address^ 

City  

State  


.Zip. 
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f  somebody  asked  you  to  swap  our 
economy  for  that  of  the  British,  you'd 
probably  laugh  in  his  face.  Yet  the  Lon- 
don stock  market  is  right  up  near  its 
alltime  high,  while  ours  is  in  the  dog- 
house. What's  more,  a  number  of  other 
foreign  stock  markets  are  doing  just  fine. 
Perhaps  the  reason  is  that  things  have 
been  bad  enough  abroad  to  create  a  cli- 
mate of  "no  place  to  go  but  up.'  Here  in 
the  U.S.  the  economy  has  been  doing 
very  well,  so  we're  afraid  that  things  will 
get  worse.  Obviously,  the  English  aren't 
paying  much  attention  to  our  gloomy 
forecasts.  If  they  did  listen,  they'd  lose 
some  of  their  optimism  because,  if  our 
economy  slides,  theirs,  and  those  of  all 
our  European  and  Asian  trading  part- 
ners, will  fall  on  their  faces. 

Nonetheless,  the  bullish  behavior  of 


The  Most 
Undervalued  Mi 
In  The  World 

By  Myron  Simons 


excess  of  the  market  price  lor  conti 
those  companies  which  they  know 
and  can  integrate  into  their  own  e 
prises.  Unfortunately,  the  vast  maj 
of  stocks  have  to  make  it  on  their  < 
without  benefit  of  takover  offers— 
they  aren  t  making  it.  This  marke 
that  respect,  is  reminiscent  of  the 
Forties  and  early  Fifties. 

Then,  as  now,  there  was  a  widesp 
feeling  that  the  economy  was  on 
verge  of  disaster.  Then,  as  now,  t 
was  a  general  lack  of  interest  in  the 
market,  which  sent  price/earnings  n 
pies  down  to  extremely  low  levels, 
haps  the  rest  of  the  story  will  als 
similar:  We  had  no  catastrophic  I 
sion,  and  stock  prices  soared  befon 
Fifties  were  over.  If  we  avoid  a  recei 
in  the  late  Seventies,  just  going  frorJ 
present  undervaluation  to  a  more  nq 
condition  could  give  us  a  wonderful  j 
market.  The  chances  that  it  will  haj 


.  .  There's  a  good  possibility  that  we  are  within  a 
month  or  so  of  clearer  visibility.  . . . 
If  so,  the  undervaluation  of  the  market 
should  prove  a  springboard  for  a  solid  advance.  . ." 


foreign  stock  markets  has  a  message  for 
us.  It's  that  in  spite  of  inflation  and 
political  uncertainty,  there  is  still  an  in- 
terest in  common  stocks  all  over  the 
world.  Only  in  the  U.S.  are  the  buyers 
asleep,  but  the  activity  on  foreign  ex- 
changes suggests  that  our  apathy  is  not 
likely  to  be  a  permanent  condition. 
What's  more,  the  U.S.  stock  market  is 
the  most  undervalued  in  the  world,  and 
sooner  or  later  that  fact  has  got  to  stimu- 
late a  large  appetite  for  our  securities. 

If  you  have  any  doubts  about  just  how 
undervalued  our  market  is,  look  at  the 
rash  of  takeover  bids.  Time  after  time, 
businessmen  are  willing  to  pay  far  in 

Mr.  Simons  is  director  of  research  at  the 
securities  firm  ofWeeden  <b  Co. 


are  a  lot  better  than  most  stock  m; 
observers  are  now  willing  to  hope  l( 
Wall  Street's  main  problem  is  not 
what  it  knows,  but  with  what  it  do 
know.  It  s  up  in  the  air  about  ei» 
taxes  and  monetary  policy.  With 
fundamental  unknowns,  it's  hard 
businessmen  to  make  plans  about  ca 
spending,  and  it's  easy  for  a  numb 
economists  to  assume  the  worst, 
ever,  in  reality,  we  are  close  to  tin 
of  these  confusions.  Congress  sh 
have  completed  its  work  on  energy. 
Dr.  Burns'  future  will  have  been  dec 
before  the  end  of  the  year.  As  a  rt 
there's  a  very  good  possibility  tha 
are  within  a  month  or  so  of  clearer 
bility.  We  may  not  like  what  we  see 
at  least  we  will  know  where  we  an 


216 


FORBES,  NOVEMBER  15,  197 


arket  Comment 


f  that  happens,  the  undervaluation 
e  stock  market  should  prove  a  good 
inboard  for  a  solid  advance, 
[latever  the  outcome  of  these  eco- 
§  main  events,  there  are  a  few  pre- 
ens about  the  future  that  can  be 
with  a  high  degree  of  probability, 
•xample,  it  seems  almost  inevitable 
:he  mining  of  coal  will  be  acceler- 
The  President's  goal  of  1.2  billion 
by  1985  seems  virtually  unattain- 
but  a  try  will  undoubtedly  be  made, 
•anwhile,  everything  seems  to  have 
(wrong  for  the  coal  mining  industry. 
i;at  strikes  this  year  cost  a  fortune, 
there's  a  strike  likely  by  Dec.  7.  The 
a  of  the  leading  coal  mining  compa- 
iiave  gone  into  a  nose  dive.  There- 
right  now  they  probably  offer  an 
ent  buying  opportunity.  Once  the 
mber  negotiations  are  over — with 
ithout  a  strike — there  should  be  a 
d  of  labor  stability  and  much  great - 
bduction  and  profits.  Eastern  Gas  6- 
118),  Westmoreland  (39)  and  North 
\ican  Coal  (20)  are  three  candidates. 
I  want  an  oil  play  as  well.  Continen- 
ts (28)  and  Cities  Service  (51)  have 
large  coal  capabilities, 
jiile  the  news  has  been  dominated 
lie  uncertainties  of  the  energy  bill, 
i}  d-the-scenes  drilling  for  natural  gas 
lil  has  begun  to  pick  up.  Even  off- 
I  rigs,  which  were  a  drug  on  the 
jit,  have  begun  to  be  in  demand. 
If's  a  shortage  of  drilling  equipment 
(ne  parts  of  the  world.  That  ought  to 
nuch  companies  as  Halliburton  (59), 
mberger  (66)  and  Dresser  (39). 
hen  Congress  and  the  Administration 
on  something,  that's  news.  Right 
jthey  both  want  better  insulation  for 
s  and  offices.  Water  is  somewhat 
ied  by  a  government  investigation 
/hy  there  are  shortages  of  insulation 
Hals,  but  that  should  soon  be  over, 
jvorites  in  the  industry:  Johns-Man- 
fel)  and  Certain-teed  (25). 
\  been  a  long  time  since  there  was  as 
|a  chance  for  the  market  to  change 
lions  as  there  is  right  now.  The 
j>my  is  in  a  lull,  and  the  stock  mar- 
I  apathetic  and  gloomy  as  it's  been 
ars.  But,  coming  into  view  on  the 
i>n  is  the  resolution  of  President 
It's  most  controversial  programs 
he  possiblity  of  a  pickup  in  the 
(■my,  both  converging  in  Decem- 
Ivlost  of  the  other  stock  markets  of 
orld  are  counting  on  our  continued 
'erity.  Either  we  are  wrong  or  they 
rong.  Let  s  hope  we  are  wrong,  and 
I  J.S.  stocks  are  a  very  good  buy.  ■ 


289th  COMMON  DIVIDEND 

A  regular  dividend  of  Seventy-Six  Cents  (76(*)  per  share  has  been  declared 
upon  the  Common  Stock  of  American  Brands,  Inc.,  payable 
in  cash  on  December  1,  1977,  to  stockholders  of  record 
at  the  close  of  business  November  10,  1977. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  F 'resident- Finance 
October  25,  1977 

GALLAHER  LIMITED 
Master  Lock  Company 


dldinrs  %.  jBraut  |)isiiOing  (Co. 
Sunsfiine Biscuits,  inc. 


©Wilson  Jones 

Gi  ACU5HNET  COMPANY 

THE  ANDREW  COMPANY 
W.  R.  CSP^E  &  Sons  Cutlery 

^3  VISIBLE  |   RECOROS.  INC. 
DUFFY    MOTT  COMPANY,  INC. 

>#fe*^e/LIGHTING  CORPORATION 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


Forbes 
classified 

appears  in 
the  first  issue 
of  every  month. 
Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 
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Central  and  South  West 
Corporation 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  on  Oc- 
tober 20,  1977,  declared  a  regular 
quarterly  dividend  of  thirty-one  and 
one-half  cents  (311/2<z)  per  share  on 
the  Corporation's  Common  Stock. 
This  dividend  is  payable  November 
30,  1977,  to  stockholders  of  record 
October  31,  1977. 

Leroy  J.  Scheuerman 
Secretary  and  Treasurer 
Wilmington,  Delaware  19899 


System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 
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I  hOUgntS  . . .  Business  of  Life 


No  duty  is  more  urgent 
than  that  of  returning  thanks. 
St.  Ambrose 


Let  never  day  nor  night 
unhallow'd  pass,  but  still 
remember  what  the  Lord  hath  done. 
Shakespeare 


Next  to  ingratitude,  the  most 
painful  thing  to  bear  is  gratitude. 
Henry  Ward  Beecher 


Make  yourself  an  honest  man, 
and  then  you  may  be  sure  that 
there  is  one  less  rascal 
in  the  world. 
Thomas  Carlyle 


It  is  sometimes  wise 
to  forget  who  we  are. 
Publilius  Syrus 


The  abilities  of  man 
must  fall  short  on  one  side 
or  the  other,  like  too  scanty 
a  blanket  when  you  are  abed. 
William  Temple 


Forgive  many  things  in  others; 
nothing  in  yourself. 
Ausonius 


Don't  follow  any  advice, 
no  matter  how  good,  until  you 
feel  as  deeply  in  your  spirit 
as  you  think  in  your  mind 
that  the  counsel  is  wise. 
David  Seabury 


Each  man  is  a  hero 

and  an  oracle  to  somebody. 

Ralph  Waldo  Emerson 


Believe  in  yourself,  your 
neighbors,  your  work,  your  ultimate 
attainment  of  more  complete 
happiness.  It  is  only  the  farmer 
who  faithfully  plants  seeds 
in  the  spring  who  reaps  a 
harvest  in  the  autumn. 
B.C.  Forbes 


It  is  better  to  rely  on 
yourself  than  on  your  friends. 
William  Feather 


God  lends  a  helping  hand 
to  the  man  who  tries  hard. 
Aeschylus 


We  are  made  for  one  another,  and  each 
is  to  be  a  supply  to  his  neighbor. 
Benjamin  Whichcote 


That  which  you  vividly  imagine, 
sincerely  believe,  ardently  desire 
and  enthusiastically  act  upon 
will  inevitably  come  to  pass. 
William  R.  Lucas 


Nothing  would  be  done  at  all 
if  a  man  waited  till  he  could 
do  it  so  well  that  no  one  could 
find  fault  with  it. 
John  Henry  Newman 


Modesty  is  what  ails  me. 
That's  what's  kept  me  under. 
Artemus  Ward 


You're  always  believing  ahead 
of  your  evidence.  What  was  the 
evidence  I  could  write  a  poem? 
I  just  believed  it.  The  most 
creative  thing  in  us  is 
to  believe  a  thing  in. 
Robert  Frost 


Man  can  believe  the  impossible, 
but  man  can  never 
believe  the  improbable. 
Oscar  Wilde 


I  look  upon  the  too  good  opinion  that 
man  has  of  himself,  as  the  nursing 
mother  of  all  false  opinions, 
both  public  and  private.  f 
Michel  de  Montaigne 


No  man  was  ever  so  much  deceived 
by  another,  as  by  himself. 
Lord  Greville 


In  a  family  argument,  if  it 
turns  out  you  are  right, 
apologize  at  once! 
Robert  Heinlein 


The  believer  is  happy; 
the  doubter  is  wise. 
Hungarian  Proverb 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Eloise  R.  Devine,  Lake  Bluff,  111. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Gather  up  the  fragments  that  remait 
that  nothing  be  lost. 
John  6:12 
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Real  estate  investment  trusts 

Even  the  white  elephants  are  stirring 


Please  don't  give  a  lousy  slide  talk 
even  if  you  are  using  our  film 


JKLINGAME 

fOV  i  8  1977 


There  are  two  opposing  views  on  pre- 
paring a  presentation.  Both  are  valid. 

No.  1.  Preparing  a  presentation 
that  wins  the  audience  is  professional 
work,  but  it  happens  to  be  somebody 
cise's  profession,  not  yours.  Your 
mind  should  be  on  content.  Form  is 
for  the  professional  to  work  out.  Find 
a  good  one  and  cooperate  with  him 
■  her. 

<«o.  2.  You  can  do  it  yourself. 

In  either  case,  remember  it  is  you 
the  audience  is  facing.  You  are  not  a 
puppet  but  a  real  person.  If  they  can- 


not assume  that  they  are  hearing  your 
words,  complemented  by  your  own 
use  of  visual  images,  there  is  no  rea- 
son for  you  to  be  there  or  for  them  to 
sit  there.  It  is  up  to  you  to  make  the 
confrontation  tolerable,  pertinent, 
pleasurable,  and  even  memorable. 
There  are  techniques  for  using  slides 
in  ways  to  make  such  a  result  more 
likely. 

We  have  written  and  published  a 
book  that  gives  not  only  the  general 
idea  but  just  about  all  the  details  you 
would  ever  want  to  know  (or  discuss 
with  your  producer).  It  is  designated 


"Planning  and  Producing  Slide  Pro- 
grams." In  hopes  of  seeing  film  used 
to  best  advantage,  we'll  send  you  this 
book  if  you'll  address  your  request 
to  Dept.  A  0  038,  Kodak,  Rochester, 
N.Y.  14650. 

We  can  go  much  farther  than  that. 
At  only  $75  a  person  for  tuition,  your 
company  can  arrange  for  your  people 
to  come  to  our  Marketing  Education 
Center  in  Rochester  for  a  week  of 
intensive  training  in  how  to  make 
points  with  film.  Please  indicate  on 
your  request  if  you  would  also  like  a 
schedule  of  such  workshops. 
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Turning  Coal  into  Gas: 
s  it  the  best  way  to  use  America's 
huge  coal  supplies? 

There  are  compelling  economic  and  environmental  reasons 
for  coal  gasification.  It  can  help  supply  our  growing  needs  for  clean 

energy  well  into  the  future. 

ugh  Downs  interviews  Dr.  Henry  R.  Linden,  President  of 
e  Institute  of  Gas  Technology  in  Chicago  and  one  of  the 
mntry's  leading  authorities  on  energy. 

UGH  DOWNS: 

ly  grandmother  cooked  with  gas  made  from  coal.  Are 
>u  suggesting  we  go  back  to  the  "good  old  days?" 

R.  LINDEN: 

o.  The  substitute  natural  gas— SNG— we're  talking 
x>ut  today  is  extremely  clean  and  has  roughly  twice  the 
lergy  content  of  the  old  "town"  gas.  In  both  respects 
SG  closely  resembles  natural  gas  whose  purity  and 
gh-energy  content  make  it  the  ideal  form  of  energy  for 
broad  range  of  applications.  As  the  winter  of  1976-77 
lowed,  the  demand  for  natural  gas  is  bigger  than  the 
lpply.  Hence  the  search  for  supplemental  gas. 

UGH  DOWNS: 

ow  does  gas  from  coal  fit  into  this  search? 

R.  LINDEN: 

fell,  you  have  to  understand  that  to  meet  future  needs 
ell  have  to  develop  every  possible  new  source:  gas  from 
)al,  from  liquid  hydrocarbons,  from  the  Atlantic  and  the 
rctic;  gas  from  tight  rock  formations  and  the  high-pres- 
ire  brines  underlying  the  Gulf  Coast;  plus  sizeable  im- 
orts  of  LNG— liquefied  natural  gas. 

UGH  DOWNS: 

ompared  to  other  alternatives,  does  coal  gasification  offer 
ny  particular  advantages? 


DR.  LINDEN: 

The  biggest  advantage  of  gas  made  from  coal  is  that  we 
have  so  much  coal  in  the  United  States— more  proved  and 
currently  recoverable  reserves  than  any  other  country.  In 
terms  of  energy  content  they  are  larger  than  the  proved  oil 
reserves  of  the  entire  world.  However,  coal  supplies  only 
one-fifth  of  the  fossil  fuel  energy  we  consume.  One  reason  is 
a  lot  of  the  coal  contains  too  much  sulfur  to  burn  directly 
without  some  form  of  expensive  cleanup.  Coal  gasification 
can  provide  an  acceptable  answer  and,  at  the  same  time, 
help  reduce  our  dependency  on  foreign  energy  sources.  If 
we  get  on  with  it,  it  could  contribute  to  our  energy  supply 
before  the  end  of  the  next  decade.  continued... 


"Clean-burning,  easily-transportable  gas  will  play  a  signifi- 
cant role  well  into  the  21st  century." 


Advertisement 


..even  with  an  electric 
heat  pump,  the  cost 
of  heating  with  coal 
gas  will  still  be  less 
than  with  electricity." 


HUGH  DOWNS: 

Do  we  really  have  to  wait  that  long? 

DR.  LINDEN: 

There  are  essentially  three  reasons  why  I  cannot  give  you  a 
simple  answer.  The  first  reason  is  technological.  The  second 
financial.  The  third  environmental. 

Let's  talk  about  technology  first.  Processes  for  gasifying 
coal  into  medium  Btu  gas  have  been  commercially  available 
for  many  years.  They  have  now  been  adapted  to  the  pro- 
duction of  high  Btu  gas— SNG.  Those  are  first  generation 
technologies. 

In  order  to  get  the  enormous  cost  of  construction  down 
and  to  reduce  requirements  for  land,  water  and  labor,  the 
gas  industry  and  the  government  are  developing  new  sec- 
ond generation  technologies.  Because  of  the  urgency,  sev- 
eral different  processes  are  being  developed  simulta- 
neously. One  of  these  is  the  HYGAS  process  on  which  we 
have  been  operating  a  pilot  plant  here  in  Chicago  since 
1972. 

HUGH  DOWNS: 

Isn't  gasification  basically  a  simple  process?  I  mean  for  a 
society  that's  been  to  the  moon? 

DR.  LINDEN: 

Yes,  basically.  What's  involved  is  adding  hydrogen  to  coal, 
and  the  best  source  of  hydrogen  is  water  or  steam.  However, 
to  do  this  efficiently  requires  high  pressures  and  high  tem- 
peratures and  that  means  quite  expensive  equipment.  So 
while  the  process  is  quite  simple,  the  various  complex  steps 
to  make  it  environmentally-sound  and  efficient  on  a  com- 
mercial scale  require  very  high  investments. 

HUGH  DOWNS: 

How  much  gas  would  a  full-sized  plant  produce? 

DR.  LINDEN: 

Commercial  plants  now  in  the  design  stage  will  produce 
250  million  cubic  feet  of  SNG  a  day,  using  about  20,000 
tons  of  coal  and  7  million  gallons  of  water  in  the  process. 
However,  just  one  plant  will  produce  enough  gas  to  serve  as 
many  as  700,000  residential  customers. 

HUGH  DOWNS: 

How  much  would  a  plant  like  that  cost? 

DR.  LINDEN: 

About  $1.3  billion  in  today's  dollars.  If  we  wait,  of  course, 
the  cost  will  go  up  because  of  inflation. 

HUGH  DOWNS: 

And  you  don't  think  we  should  wait  for  some  technological 
breakthrough  that  would  greatly  enhance  efficiency? 


DR.  LINDEN: 

I  don't.  I  think  last  winter's  emergency  illustrated  the  i 
gency  to  start  building  plants  using  existing  technology. 
HUGH  DOWNS: 

How  many  gasification  plants  are  currently  planned? 

DR.  LINDEN: 

Six  have  been  announced,  most  of  them  in  the  Western  Li 
These  are  all  based  on  what  is  called  the  Lurgi  process. 

HUGH  DOWNS: 

But  no  one  has  started  construction  yet? 
DR.  LINDEN: 

That's  right.  The  biggest  obstacle  to  building  plants  on 
commercial  scale  today  is  financing.  Because  of  the  enoi 
mous  capital  requirements  for  each  coal  gasification  pro 
ect,  lenders  are  simply  unwilling  to  rely  on  gas  company 
alone  to  provide  the  credit  assurances  they  demand. 

HUGH  DOWNS: 
Are  you  saying  that  gas  made  from  coal  will  cost  more  tha 
natural  gas? 
DR.  LINDEN: 

Yes.  When  you're  discussing  coal  gas  of  pipeline  qualit 

you're  looking  at  roughly  four  dollars  per  thousand  cubi 

feet.  Customers  aren't  used  to  that.  They're  buying  natur; 

gas  cheaper  today. 

HUGH  DOWNS: 

How  could  you  sell  it  then? 

DR.  LINDEN: 

Well,  there  are  some  who  feel  that  any  supplemental  sourct 
of  energy  should  be  priced  at  its  true  cost  in  order  to  signa 
that  it's  expensive.  Much  more  expensive  than  what  we'w 
been  used  to.  However,  most  of  us  in  the  gas  industry  fee 
that  it  would  be  fairer  to  price  supplemental  gas  on 
rolled-in  basis-in  other  words,  average  it  in  with  othe| 
lower-cost  supplies.  In  fact,  oil  and  electricity  have  beei 
priced  this  way  for  years. 
HUGH  DOWNS: 

Setting  aside  any  environmental  cost  considerations  for  thi 
moment,  how  does  the  cost  of  coal  gasification  compar 
with  coal-fired  electricity? 


RESIDENTIAL  ENERGY  PRICE  CALCULATION 


(1976  DOLLARS) 
Coal 
Gasification 


Coal  Electricity 
with  Scrubbers 


Capacity 

Annual  Generation 
Capital  Cost 

Production  Cost 
(/million  Btu) 

Transmission  & 
Distribution  Cost 
(/million  Btu) 

Delivered  Cost 
(/million  Btu) 


250  milieu  ft/day 
91.3  billion  cf 
$1.3  billion 

$3.30 

$1.15 


3,000  megawatt 
18,936  gigawatt 
$  2.7  billion 

$  8.95 

$  4.82 


$4.45 


$13.77 


Cost  to  consumers 

(/useful  million  Btu  based  on  appliance  efficiency) 
With  conventional         $7.00  (approx.)        $14.00  (approx.) 

appliances 

With  heat  pumps  $4-5.00  (approx.)     $7-10  00  (approx.) 

Based  on  recent  estimates,  capital  investment  require! 
ments  for  a  western  coal  gasification  plant  delivering  250! 
million  cubic  feet  per  day  are  roughly  half  that  of  a  coal 
fired  electric  facility  delivering  a  comparable  quantity  a 
energy  to  end-users.  Even  with  the  higher  efficiencies  o 
advanced  electric  appliances,  such  as  heat  pumps,  con 
sumer  eneriiv  costs  are  still  lower  with  gas. 


1.  LINDEN: 

;ry  favorably.  The  main  reason  is  that  it's  so  much  more 
pital-emcient.  On  the  production  end,  a  coal  gasification 
lant  requires  only  about  one-half  the  investment  of  a 
>al-fired  power  station.  The  advantage  is  even  greater  for 
ansmission  and  distribution. 

A  recent  study  projects  the  consumer's  cost  of  energy 
om  coal  gas  versus  coal-fired  electricity  for  residential 
ses:  clothes-drying,  water-heating  and  space-heating.  It 
lows  the  cost  of  energy  from  coal  gas  substantially  lower 
lan  that  of  electricity.  When  it  comes  to  cooking,  gas  also 
as  an  advantage. 

UGH  DOWNS: 

/hat  about  technological  advances  like  the  electrical  heat 
ump? 

R.  LINDEN: 

ven  with  an  electric  heat  pump,  the  cost  of  heating  with 
>al  gas  will  still  be  less  than  the  cost  of  heating  with 
ectricity  made  from  coal.  With  the  new  gas  equipment 
nder  development  this  advantage  would  increase.  But  this 
not  a  gas  vs.  electricity  issue.  Our  country  will  need  all  the 
ectricity,  all  the  gas  and  all  other  clean  and  reliable  energy 
>urces  it  can  get. 


ENVIRONMENTAL  IMPACT-EQUIVALENT  PROJECTS 


High-Btu  Coal       Electric  Power 
Gasification  Plant       Plant  (3000 
(250  million  cu  ft  megawatt 
per  day)  with  scrubbers) 


Air  Emissions  (Ib/hr) 

Particulates  180 

Sulfur  dioxide  450 

Nitrogen  oxides  1,780 

Carbon  monoxide  90 

Hydrocarbons  30 

Water  Requirements  6,300 
(Acre-ft/yr) 

Solid  Wastes  1 ,400 
(Tons /day) 


1,070 
4,300 
20,830 
1,200 
360 

54,300 
5,100 


Sources  Study  prepared  lor  the  Council  on  Environmental  Quality  and  the  FEA, 
August  1975 

Final  Environmental  Impact  Statement  on  the  Proposed  Kaiparowits  Project,  U  S 
Department  of  the  Interior,  March  1976 

he  environmental  impact  of  substituting  coal  for  oil  and 
atural  gas  by  means  of  producing  high-Btu  gas  from  coal 
t  the  mine  mouth  and  delivering  it  through  the  existing 
as  pipeline  system  will  be  less  than  that  of  any  other 
lethod  of  substitution. 

JGH  DOWNS: 

it's  move  on  to  the  third  problem  you  mentioned— the 
ipact  on  the  environment. 

t.  LINDEN: 

lat's  actually  another  thing  in  favor  of  coal  gasification, 
uch  of  our  coal  has  a  high  sulfur  content,  which  is  envi- 
nmentally  unacceptable  today  when  you  burn  it  directly, 
it  you  release  little  sulfur  into  the  air  whenyougasify  coal. 
JGH  DOWNS: 

ow  ahout  the  desulfurization  of  coal  for  generating  elec- 
city?  I  know  it's  expensive  now,  but  isn't  that  technology 
ely  to  be  improved  too? 

!.  LINDEN: 

ry  likely.  But  you'll  be  interested  to  know  that  one  possi- 
ity  to  lick  the  problem  is  to  turn  high-sulfur  coal  into  a 
;dium  Btu  gas  and  use  it  to  produce  electrical  power.  It 
ly  turn  out  to  be  the  cheapest  way  to  make  such  coal 
ceptable. 

JGH  DOWNS: 

ill  gas  have  a  future  role  to  play  when  renewable  energy 


sources,  such  as  solar  or  fusion  come  into  the  picture? 

DR.  LINDEN: 

Definitely.  Gas  energy  will  be  around  for  a  long  time.  And 
even  gas  can  be  renewable.  Take  hydrogen.  Eventually  it 
may  replace  today's  gas  in  our  pipelines.  It's  an  ideal  fuel 
and  totally  non-polluting. 
HUGH  DOWNS: 

Let  me  see  if  I  can  recap.  I'll  start  with  the  advantages  of 
coal  gasification. 

There's  an  enormous  amount  of  coal  in  the  ground.  It's 
our  coal.  We're  not  dependent  on  other  countries.  And  gas- 
ification is  environmentally  acceptable. 
DR.  LINDEN: 

I  would  add  another  advantage.  Using  coal  instead  of  im- 
ported oil  helps  our  critical  balance-of-payments  problem. 
HUGH  DOWNS: 

Now  the  disadvantages.  It's  expensive  to  gasify  coal. 
DR.  LINDEN: 

No  question  about  it.  But  I  believe  it'll  be  far  cheaper  than 
any  other  uses  of  coal  for  most  consumer  needs— certainly 
for  the  residential  and  commercial  markets. 

HUGH  DOWNS: 

Then  there's  the  problem  of  raising  capital.  And  last,  even 
though  gasification  minimizes  emissions  into  the  atmo- 
sphere, there  is  still  an  environmental  concern.  Each  plant 
uses  prodigious  amounts  of  land  and  water. 

One  last  question.  We  haven't  talked  about  conservation, 
which  everybody  agrees  can  play  a  really  significant  role  in 
helping  to  close  the  gap  between  demand  and  supply. 

DR.  LINDEN: 

Absolutely.  Along  with  the  development  of  new  gas  sup- 
plies, there's  an  urgent  need  to  conserve— not  to  waste  gas, 
or  any  other  energy  source  for  that  matter.  But  while  con- 
servation is  important,  it  alone  won't  close  the  gap.  The 
reason  we  need  more  gas  is  that  natural  gas  meets  so  many 
of  our  energy  needs  so  perfectly.  Because  of  that,  it  heats  55 
percent  of  our  homes  and  supplies  40  percent  of  the  energy 
used  by  industry. 

The  truth  is,  America  can't  do  without  it,  and  we  don't 
have  to.  Clean-burning  easily-transportable  gas  will  play  a 
significant  role  well  into  the  21st  century. 

HUGH  DOWNS: 

So  grandmother  was  ahead  of  her  time? 

DR.  LINDEN:  Let's  say  she  had  the  right  idea. 


Built  at  a  cost  of  $50  billion,  the  U.S.  gas  transmission  and 
distribution  network  of  one  million  miles  is  one  of  the  most 
efficient  methods  to  transmit  energy 

A£P  A  American  Gas 
f  mllMl  Association 

Dept  F,  1515  Wilson  Boulevard.  Arlington,  Virginia  22209 


Forbes 


Side  Lines 


Editor 

James  W.  Michaels 

Managing  Editor 
Sheldon  Zalaznick 
[Art  Director:  Ed  Wergeles 

Executive  Editors:  Dero  A.  Saunders,  James  Cook 
Economics  Editor:  Ben  Weberman 
(Senior  Editors:  Ruth  M  Gruenberg,  Robert  J. 
Flaherty,  Howard  Rudnitsky,  Jefferson  Grigsby, 
John  A.  Conway 

Associate  Editors:  Clothield  Spencer, 
Malcolm  S.  Forbes  Jr.,  Paul  W  Sturm, 
David  L.  Warsh,  Paul  Blustein,  Paul  Gibson, 
James  Henderson 

Staff  Writers:  Harold  Sen'eker,  James  O'Hanlon, 
Maxwell  King,  Phyllis  Berman 
Reporters:  Lawrence  Minard,  William  J. 
Schmick  Jr.,  Susan  Chace,  Brian  McGlynn 
Assistant  Editor:  Betty  Franklin 

Statistical:-  Robert  M.  Sterenson,  Editor;  Donald  E. 
Popp,  Associate  Editor;  Edward  Sakalian,  Maria  M. 
Latorraca,  Ann  Oliver,  Steven  Markman 
Reporter-Researchers:  Breeze  McMennamin,  Chief; 
Sarah  Hardesty,  Sharon  Reier,  Hope  Tompkins, 
Steven  Solomon,  Flora  S.H.  Ling,  Thomas  Jaffe, 
Richard  Greene,  Cynthia  Saltzman,  Elizabeth  Cronin 
Copy  Department:  Christopher  Lawther,  Dolores 
Guilhot,  William  Harris 

Washington  Bureau:  John  M.  Berry,  Manager;  Jean  A. 
Briggs,  Marcia  R.  Berss    West  Coast  Bureau:  Ellen 
Melton,  Manager;  Kathleen  K.  Wiegner,  Harold  D. 
Watkins  Peter  Davidson    Southwestern  Bureau: 
James  Flanigan,  Manager;  Elizabeth  Bailey  European 
Bureau:  Geoffrey  Smith,  Manager;  Marilyn 
Dammerman 

Art  Department:  Roger  Zapke,  Timothy  J.  Newcomb, 
Assistant  Directors;  Nikki  Frost,  Cheryl  Wiesenfeld, 
Photo  Researchers 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper, 
Thomas  P.  Murphy,  Stanley  W.  Angrist 
Director  of  Production:  John  J.  Romeo; 
Robert  M.  Rosengarten,  Edward  B.  Morgan, 
Diane  B.  Freeman,  Robert  D.  McDanieC  Assistants 
Photocomposition:  James  Cianelli,  Manager; 
Vincent  Loccisano,  Assistant;  Kenneth  R.  Patton, 
lohnnie  English,  Arthur  Petz 
Advertising  Production:  Patricia  Deckelnick 
Librarian:  Dolores  A.  Lataniotis;  Clarita  Jones, 
Santiago  Alvarado,  Gloria  Katz 


President  and  Editor-in-Chief 

Malcolm  S.  Forbes 
Publisher 
James  J.  Dunn 
Executive  Vice  President 

Leonard  H.  Yablon 
Vice  President  and  Secretary:  Malcolm  S.  Forbes  Jr. 
I/ice  President  Administration:  Peter  Kiers 
l/lce  President-Treasurer:  Leonard  Greenberg 
Controller:  Joel  B.  Redler 
Director  of  Advertising:  Stephen  G.  Nicoll 
Director  of  Sales  Promotion  and  Research: 
Wm.  Donald  Garson 
Director  of  Circulation:  John  M.  Thornton 
Director  EDP:  Jerome  Hoffman 
Advertising  Representatives: 

Mew  York:  60  Fifth  Ave.,  10011,  Peter  M.  Schoff, 

Mgr.;  Arnold  J.  Prives,  Fin.  Adv.  Mgr.;  William  R. 

Arnold  Dir.,  Spec.  Pr->j.;  George  C.  Clissold,  Donald 

W.  MacDonald,  G.  Croft  Henry,  Charles  S.  Thorn  Jr., 

H.  Duncan  McMillan 

Atlanta:  550  Pharr  Rd.  N.E.,  30305, 

Don  L.  Uhlenhopp,  Mgr. 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr., 

fames  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building,  44114, 

|ames  B.  Norton,  Mgr. 

Detroit:  2401  West  Big  Beaver  Rd.,  Troy,  Mich.  48084, 

Richard  E.  Forbes,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036, 

Robert  L.  Kimmerle,  Mgr. 

San  Francisco:  625  Market  St.,  94105, 

|ohn  B.  Cunningham,  Mgr. 

Dallas:  2660  LTV  Tower,  75201, 

Donald  R.  Brown 

Classified:  Sarah  Madison 

30  Fifth  Avenue,  New  York,  N.Y.  1001 1, 

Phone:  212-675-7500 


Hope*  Fear,  Greed — The  Usual 


Business  has  never  been  the  pin- 
striped edifice  of  cold  calculation  it  is 
sometimes  made  out  to  be.  Indeed, 
when  Senior  Editor  Howard  Rud- 
nitsky masterminded  the  research  ef- 
fort that  went  into  this  issue  s  cover 
story  on  REITs  and  real  estate  (see  p. 
79),  he  found  himself  amid  a  mael- 
strom of  raw  human  emotion — all  the 
standard  investor  stuff,  actually: 
hope,  fear,  greed  and  so  forth. 

Take  hope.  Foreign  investors  are 
actually  willing  to  buy  California  or 
Texas  property  currently  returning  a 
negative  cash  flow  in  hopes  of  benefit- 
ing from  rising  rentals  in  a  year  or 
two.  They  are  a  large  part  of  the 
increasingly  bullish  market  troubled 
REITs  now  find  themselves  able  to 
operate  in.  Ergo,  renewed  hope 
among  the  REITs  as  well.  Lurking 
right  behind  those  foreigners'  hopes, 
though,  is  fear;  much  of  the  invest- 
ment is  scared  money  fleeing  chancy 

Contact 

Forbes  writers  on  assignment  find 
themselves  in  odd  spots  from  time  to 
time,  but  one  of  the  odder  ones  lately 
was  the  back  of  a  six-seat  Piper  Aztec 
flying  through  Missouri  skies  be- 
tween such  dots  on  the  map  as  Chilli- 
cothe,  Mo.  (not  to  be  confused  with 
the  more  famous  Chillicothe  in  Ohio), 
Excelsior  Springs  and  Harrisonville. 
The  subject  was  not  farmland,  of 
which  there  was  plenty,  or  even  Pip- 
er Aztecs,  but  the  owner  of  the  plane, 
Sam  Walton,  and  his  mushrooming 
company,  Wal-Mart  Stores.  Staff 
Writer  Harold  Seneker  was  dis- 
patched to  find  out  how  a  chain  of 
discount  stores  that  concentrates  on 
such  out-of-the-way  little  towns  could 
become  one  of  the  fastest-growing 
and  most  profitable  retailing  chains  in 
the  country.  He  found  out. 

"It's  the  loving  attention  top  man- 
agement gives  to  building  up  com- 
pany morale,"  he  reports,  "and  those 


political  climates  abroad. 

And  greed?  "Our  biggest  prob- 
lem," says  Rudnitsky,  "was  finding 
and  getting  substantial  new  investors 
in  REITs  to  admit  they  were  making 
investments  in  them.  They  were  very 
reluctant  to  discuss  what  they  were 
doing."  They  didn't  want  to  attract 
attention  while  establishing  their 
high-risk,  high-potential  positions, 
lest  stock  prices  start  getting  away 
from  them. 

Then  there  was  the  experienced 
real  estate  pro  warning  about  the  in- 
vesting pitfalls  in  his  business.  He 
recalled  buying  land  outside  Denver 
in  a  previous  building  cycle.  The 
land,  it  turned  out,  was  cheap  be- 
cause everyone  knew  it  had  been 
sprayed  with  radioactive  fallout  some 
years  before — everyone,  that  is,  ex- 
cept him,  the  out-of-towner.  He's  not 
sure  just  what  to  call  that  emotion, 
but  he  says  it  hurt  a  lot. 


company  planes  are  a  crucial  tool  for 
Sam  Walton.  The  direct  contact  they 
allow  with  the  people  out  in  the 
stores  is  indispensable. 

"The  plane  was  crucial  for  me,  too. 
I  couldn't  have  appreciated  the  im- 
portance of  getting  around  if  I  hadn't 
got  out  and  got  around."  It's  a  feeling 
any  businessman  knows. 

Our  intrepid  staff  writer  also  de- 
tected another  key  ingredient: 
Founder  and  Chief  Executive  Walton 
really  is  as  interested  in  the  people 
who  work  for  him  as  he  seems.  "That 
contact  is  a  two-way  street,"  observes 
our  man  in  the  plane.  "If  you  fake  it, 
people  will  catch  on,  and  your  game 
will  backfire.  Sam  Walton  doesn't 
have  that  problem  because  he  s  not 
playing  games." 

Which  is  what  is  called,  in  some 
circles,  good  management.  For  the 
results  of  writer  Seneker's  odyssey, 
see  page  45. 
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Editor  James  Michaels  usually  reads 
every  line  that  appears  in  this  maga- 
zine, but  because  he  was  in  Tokyo  in 
the  line  of  duty  as  this  item  was  writ- 
ten, he  will  not  have  seen  it  before  it 
appears.  Which  is  an  agreeable  coin- 
cidence, because  it  enables  the  edito- 
rial staff  to  acknowledge,  with  deep 
appreciation,  the  signal  honor  paid  to 


the  boss  last  month  by  the  New  York 
Financial  Writers'  Association.  Jim 
Michaels,  who  has  been  editor  of 
Forbes  since  1961,  was  named  the 
second  recipient  of  the  association's 
award  for  "significant,  long-run  con- 
tributions to  the  advancement  of  fi- 
nancial journalism."  The  favorable 
judgment  of  one's  peers  is  sweet.  ■ 
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More  Woe  For  Rhodesia 

New  economic  pressure  on  Rhodesia's 
all-white  government  is  adding  its 
weight  to  the  forces  of  adverse  public 
opinion  from  the  outside  world.  Since 
March  1977,  when  the  U.S.  reversed  its 
stand  and  voted  to  stop  importing  Rho- 
desian  chromium,  the  African  country 
has  lost  $25  million  in  revenue,  accord- 
ing to  intelligence  estimates.  The  U.S., 
which  lacks  sufficient  chromium  of  its 
own,  has  been  a  major  user  of  the  Rho- 
desian  ore,  a  key  ingredient  in  stainless 
steel.  In  addition,  because  specialty  steel 
makers  now  have  processes  that  let  them 
use  cheaper  grades  of  chrome,  Rhodesia 
has  lost  $15  million  more  through  de- 
cline of  the  world  market  for  its  high- 
quality,  low-carbon  ore. 

Laughter  At  Lockheed 

No  one  is  ordering  the  champagne, 
but  Lockheed  salesmen  who  have  been 
trying  to  peddle  the  wide-bodied  L-1011 
are  walking  on  air.  Early  next  year  Pan 
American  will  pick  a  plane  to  replace  its 
aging,  slim-shaped  Boeing  707s,  and 
Lockheed  thinks  its  "Dash  500,"  a 
shorter,  long-range  version  of  the  mon- 
ey-losing L-1011,  has  a  good  chance  to 
win.  That  would  end  a  horrifying  two 
years  during  which  the  company  sold 
only  13  of  the  L-lOlls.  The  Dash  500, 
with  a  cabin  14  feet  shorter  than  that  of 
standard  models,  could  prove  more  eco- 
nomical on  low-traffic  routes  to  Africa 
and  Latin  America  than  the  Boeing  747s 
and  McDonnell  Douglas  DC-lOs  Pan 
Am  is  also  weighing.  Airline  executives 
(who  say  the  vote  will  be  close)  rate  the 
Dash  500  as  technically  superior,  espe- 
cially in  controls  and  avionics,  but  add 
that  its  smaller  cargo  space,  resulting 
from  the  shorter  cabin,  could  be  a  draw- 
back. Pan  Am  management  expects  a 
final  recommendation  in  January  and  a 
board  decision  in  February.  The  first 
order  will  probably  be  for  10  to  15 
planes  Pan  Am  will  make  another 
choice,  which  could  jolt  Pratt  &  Whit- 
ney, the  sole  supplier  of  the  line's  en- 
gines. This  time  around,  the  line  is  also 
giving  serious  thought  to  Rolls-Royce 
and  General  Electric  power  plants  for  its 
new  wide  bodies. 

The  Giants'  Miniwar 

A  year-long  slanging  match  between 
Australian  publisher  Rupert  Murdoch 
(The  Australian,  London  Sun,  New  York 
Post,  New  York  and  Neic  West  maga- 
zines) and  Otis  Chandler  (Los  Angeles 
Times,  Newsday,  \ew  American  Li- 
brary) seems  to  be  sputtering  to  an  end. 
Early   this   year,   just   after  Murdoch 


bought  the  Post,  Chandler  started  things 
by  telling  an  Arizona  publishers'  meeting 
he  thought  U.S.  newspapers  should  be 
owned  by  Americans.  Murdoch  respond- 
ed with  a  broadside  attacking  U.S.  pa- 
pers for  "elitist  journalism"  aimed  at 
"minority  quality"  audiences.  Chandler 
countered  by  saying  readers  who  liked 
Murdoch's  style  lacked  "the  purchasing 
power"  to  support  a  U.S.  daily.  In  Sep- 
tember, during  a  radio  interview  in  Los 
Angeles,  Murdoch  teed  off  on  Chandler 
as  "pretentious"  and  "hypocritical."  To 
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establish  the  hypocrisy  charge,  he  noted 
that  while  Chandler  blasted  him  for  "do- 
ing whatever  you  have  to  do  to  get  circu- 
lation," Chandler  had  lent  $2.50,000  to 
help  bring  the  superprurient  Penthouse 
magazine  to  the  U.S.  After  weeks  of 
"research,"  Chandler's  staff  has  pro- 
duced a  rebuttal — of  sorts.  True,  it  says, 
Chandler  interests  gave  Penthouse  the 
money  but  once  it  saw  the  magazine  it 
demanded  and  got  immediate  repay- 
ment. Besides,  it  adds,  the  money  came 
from  the  Times-Mirror  Co.,  not  the 
Times,  a  subsidiary.  (Chandler  is  vice 
chairman  of  Times-Mirror,  publisher  of 
the  Times.)  Murdoch  says  only  that  he 
never  wanted  any  feud  but  decided  since 
the  U.S.  publishing  "establishment  was 
dumping  on  me,  I'd  hit  back  a  bit. 

Whose  Warplanes  For  Whom? 

The  dimensions  of  the  market  for  mili- 
tary aircraft  over  the  next  several  years  I 
are  already  taking  shape,  but  for  U.S. 
manufacturers  the  futuie  is  still  clouded 
in  mystery.  As  Western  air  fleets — jets 
dating  from  the  1950s  and  1960s — begin  i 
to  show  their  age,  U.S.  experts  expect1 
that  Free  World  countries  will  be  in  the 
market  for  2,000  to  3,000  new  warplanes 
for  delivery  in  the  1980s.  Each  plane, 
including  spare  parts,  engines,  trainingi 
and  other  extras,  will  be  worth  at  least \ 
$10  million,  on  average.  Only  three  sup-i 
pliers  can  handle  demand  of  that  magni- 
tude— the  Soviet  Union  (already  the) 
lone  supplier  for  its  own  allies),  France 
and  the  U.S.  The  Pentagon  thinks  the 
U.S.  could  win  80%  of  those  billion- 
dollar  orders,  except  for  one  unknown 
factor — how  tightly  President  Carter  will 
draw  the  lines  of  his  arms-sales  policy. 
Right  now,  for  example,  it  is  expected 
that  the  President  will  rule  the  U.S.  out 
of  much  of  the  competition  for  Latin 
American  and  Black  African  military 
plane  business. 

No  Win  In  Washington 

Barry  Bosworth,  head  of  the  White 
House  Council  on  Wage  and  Price  Sta- 
bility, has  learned,  like  so  many  before 
him,-  that  in  Washington  you  can't  win. 
Patricia  Harris,  Secretary  of  Housing 
and  Urban  Development,  asked  Bos- 
worth to  find  out  why  U.S.  timber  prices 
were  tree-top  tall  and  driving  up  housing 
costs.  Bosworth  looked  and  found  that 
prices  were  climbing,  not  because  the 
big  lumber  companies  were  driving 
them  up,  nor  because  we  were  selling 
too  much  to  importers  like  Japan,  but — 
lo  and  behold — because  demand  was 
high  and  supplies  were  low.  And  sup- 
plies were  down  because  Washington's 
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Short  on  promises 

Long  on  performance 


RQLLINSBURPICK, 
HUNTER 


Multinational  Insurance  Brokers 

World  Headquarters 
10  South  Riverside  Plaza 
Chicago,  Illinois  60606 


New  York  and  London 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Arriving  Heathrow  9:00  p.m.  London  time  — 
half  the  time.  Leaving  London  at  11:15  a.m. 
Arriving  10:00  a.m.  New  York  time. 
An  hour  before  you  left.  Call  your 
Travel  Agent,  Transportation  Department 
or  British  Airways. 

£nws  Concorde 

We'll  take  good  care  of  you. 


Icelandic  Pbpdj© 


WE  HAVE  A  EWE-PHORIA! 


Versatile,  unusual  and  beau- 
tiful: the  snuggly  warm, 
100%  Arctic  sheep  wool 
poncho  imported  from 
Iceland!  Rich,  undyed 
brown  &  grey  stripings 
on  white  oackground. 
This  thermal  knit  is 
lightweight,  naturally 
water  repellent . . . 
and  gorgeous! 
$78.  ppd.  Wear 
with  one-size  Ice- 
landic mittens  $13. 
Order  this  ideal  gift  for 
yourself  &  everyone  you 
love!  Check,  ES/A,  M/C, 
AmEx.  Hurry,  use  coupon 
below  or  phone  now  Toll 
Free  800/257-9445;  N|  Res. 
800/792-8333.  Call  for  our 
free,  full-color  men's  & 
women's  Catalog  with 
Icewool  swatch.  Order 
Ji     by  December  19  to  en- 


sure Christmas  delivery. 


Imported  by 

|   LANDAU  J 

V_  ru»am*.Kj    >  visit  our  4  shops  in  Man 

^^mtt**^  Chester  VT  &  Princeton  N|^y 

I  Call  Toll  Free  or  Send  This  Coupon  | 

1  LANDAU,  Dept.  42, 114  Nassau  St. 

Princeton,  N.J.  08540 
PJease  rush  me  (Satisfaction  Guaranteed): 
 Ponchos  @  $78  Mittens  @  $13. 

□  Check/Money  Order      □  Bank  Americard 

□  Master  Charge  □  American  Express 


Card  No. 


Expiration  Date 


Name 
Street 
City 


-State  Zip  . 


□  Please  send  new  FREE  FULL  COLOR 
Men's  &  Women's  ICEWOOL  CATALOG. 

V  Visit  our  4  shops,  Manchester,  Vt.  /Princeton,  N. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
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Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 
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Trends 


own  rules  barring  the  lumber  giants  from 
so  much  U.S.  land  restricted  timber 
crops.  That  answered  Secretary  Harris 
but  Bosworth  wasn't  home  free.  Because 
he  had  noted  that  more  trees  could  be 
cut  on  federal  land  without  endangering 
the  environmental  goals  that  prompted 
the  restrictions  in  the  first  place,  the 
Sierra  Club  is  blasting  him  for  wanting  to 
sell  out  the  country's  virgin  forests. 

Treasure  Hunt 

Anyone  interested  in  124,000  tons  of 
high-grade  steel,  brass  and  copper  scrap 
worth  about  $18.5  million  can  have  it  for 
just  $370,000— if  he  has  the  courage  of 
his  convictions.  The  catch  is  that  the 
trove  lies  half  a  mile  off  the  Scottish 
island  of  Cava  in  80  to  150  feet  of  water. 
It  consists  of  four  German  battleships 
and  four  light  cruisers,  all  that  is  left  of 
the  Kaiser's  Imperial  Fleet,  which  chose 
in  1919  to  scuttle  itself  rather  than  hand 
over  to  Germany's  former  enemies.  Sal- 
vager David  Nicol  of  Scotland  has  spent 
five  years  working  on  the  project — with- 
out success — and  is  selling  out.  For  the 
price,  he  will  throw  in  37.5  acres  of  land, 
a  bungalow,  a  floating  crane  and  diving 
gear.  Bidders  who  know  their  history 
will  be  careful.  It  cost  $363,750  to  sal- 
vage the  battleship  Hindenburg  in  the 
late  1920s  and  the  scrap  value  barely 
covered  expenses. 

Paradise  Lost 

The  electronic  Eden  in  the  balmy 
country  south  of  San  Francisco  has  lost 
the  lure  it  once  held  for  high-priced 
engineering  help.  Even  top-line  firms 
like  Hewlett-Packard  are  alarmed  by  the 
turndowns  they  are  getting.  The  reason: 
the  dizzy  level  of  home  prices  that  fright- 
ens off  even  the  well-paid  recruits  the 
headhunters  are  seeking.  (An  engineer- 
ing graduate  with  two  or  three  years' 
experience  is  in  the  $15,000-to-$20,000 
range;  a  Ph.D.  with  six  or  seven  years  in 
a  sought-after  specialty  might  rate 
$40,000.)  H-P  has  found' the  idyllic  set- 
ting of  the  several  plants  it  has  in  the 
area  no  longer  a  magnet,  particularly  for 
someone  from  Texas,  Arizona  or  Geor- 
gia, where  housing  is  still  a  relative  bar- 
gain. Fairchild  Camera  &  Instrument 
lost  a  man  when  he  found  it  would  cost 
him  $150,000  to  duplicate  the  $80,000, 
one-acre  home  he  had  in  Arizona.  Now 
even  the  premier  firms  are  upping  the 
ante.  Fairchild  has  offered  to  pay  real 
estate  commissions,  to  give  a  newcomer 
more  cash  for  a  down  payment.  Other 
sweeteners  under  study  are  recruiting 
bonuses  or  what  one  personnel  chief 
calls  an  "extremely  high"  salary  increase 
of  15%  instead  of  the  typical  10%.  ■ 
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WE  S^WE  HUNDREDS 

OF  COMPANIES 
MILLIONS  OF  DOLLARS 

VTA  CASH  MANAGEMENT. 


THE  COLLECTOR 


No  two  companies 
ver  operate  under  the 
ame  conditions— 
nth  the  same  check- 
learing  problems 
r  the  same  cash 
lanagement  needs. 

That's  why  we 
ffer  each  customer  we  serve  the  advantage  of 
xperienced  check-clearing  analysts  and  cash 
lanagement  specialists— to  personally  super  - 
ise  each  individual  account. 

Our  people  develop  the  most  effective  and 
me-saving  programs  possible  for  getting 
alances  collected  fast.  For  better  availability 
f  funds  can  mean  bigger  profits  for  each 
ustomer  we  serve. 

OUR  LOCATION  CAN  SAVE  YOU 
 TIME  AND  MONEY.  

The  success  of  our  Cash  Management 
)epartment  is  based  on  many  factors,  not  the 
;ast  of  which  is  our  centralized  location  in 
t.  Louis.  When  we  couple  the  superior  mail 
ystem  we  enjoy  with  our  efficient  operating 
epartments,  you  can  realize  a  time  savings  of 
ver  twenty-four  hours. 

In  addition,  our  cash  management  system 
ives  you  the  unique  advantage  of  two  lock 
oxes  in  two  Federal  Reserve  Districts— 
ne  in  St.  Louis  and  the  other  in  Kansas 
'ity.  As  the  lead  bank  in  the  First 
Inion  Bancorporation,  we  have  affiliate 


THE  DISBURSER 


offices  not  only  in 
St.  Louis  and  Kansas 
City,  but  through- 
out the  state— 
providing  you 
a*., with  better 
Ijb  ' *  disbursement 
control. 


FORTUNE  500  COMPANIES  CHOOSE 
FIRST  NATIONAL  BANK  IN  ST.  LOUIS. 

Currently,  hundreds  of  companies  look  to 
First  National  Bank  in  St.  Louis  for  cash 
management,  and  nearly  75%  of  these  com- 
panies are  located  outside  of  St.  Louis.  With 
our  cash  management  performance  record,  it's 
no  wonder  that  many  Fortune  500  companies 
have  chosen  us  as  one  of  their  major  cash 
management  banks. 

WE'VE  BUILT  A  REPUTATION 
 FOR  PERFORMANCE.  

If  you  look  to  a  bank  for  performance,  as 
well  as  personal  attention,  look  to  the  bank 
that's  built  a  reputation  for  offering  both. 
First  National  Bank  in  St.  Louis. 

For  creative  lending,  cash  management, 
international  banking,  investments,  real  estate, 
leasing,  capital  planning  and  other  corporate 
banking  services,  call  us  at  (314)  342-6610. 

First  National  Bank 
in  St. Louis 

A  First  Union  Bank 

St  Louis      Los  Angeles      London  Nassau 
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The  magnificent 

MONT 
BLANC 

Diplomat  149...S110 
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Also,  the 
Classic  146...S90 


No  other  fountain  pen  is 
"built"  like  the  magnifi- 
cent MONTBLANC  Diplo- 
mat! Man-size  to  fill  a 
man's  grip,  take  a  man's 
handling.  Extra-large  14- 
karat  gold  point  assures 
super- smooth  writing  action 
and  gives  a  man  a  new 
"personality  on  paper". 
Giant  ink  capacity  is  a 
man-pleasing  feature  too! 
Nib  sizes  fine  to  broad. 

Many  pen  experts  here 
and  abroad  consider  the 
Diplomat  to  be  the  finest 
pen  ever  designed.  It's 
Europe's  most  prized  pen, 
unmatched  in  writing  ease. 

The  Classic  146  is  a  slightly 
smaller  version  of  the 
Diplomat  149.  For  full- 
color  brochure  describing 
the  complete  line  of  world- 
famous,  luxury  Montblanc 
writing  instruments,  write 
to  Koh-I-Noor  Rapidograph, 
Inc.  211  North  SL,  Blooms- 
bury,  N.J.  08804.  Beauti- 
fully gift  boxed. 


Montblanc  writing  instruments  and 
writing  inks  are  available  at  fine 
stores,  stationers,  college  stores  and 
pen  shops  everywhere. 


Follow-through 


Yak-40  In  Flight:  Even  a  Kremlin  ukase,  it  seems,  doesn't  mean  quick  success. 


Where  Are  The  Yaks  Of  Yesteryear? 

With  the  exception  of  vodka  and  cav- 
iar, Soviet  salesmen  have  made  little 
dent  in  U.S.  markets.  But  hope  springs 
eternal.  A  year  ago  Forbes  (Dec.  1, 
1976)  reported  ambitious  plans  to  chal- 
lenge two  American  specialties,  autos 
and  commercial  aircraft,  on  their  home 
grounds.  Satra  Corp.,  a  longtime  import- 
er of  Soviet  products,  had  signed  a  con- 
tract for  a  $2.1  million  delivery  and 
spare-parts  facility  in  Savannah,  Ga.,  and 
said  it  would  import  the  Russian  version 
of  the  Fiat,  the  Lada,  at  a  25,000-a-year 
clip  by  late  1977.  Shooting  higher,  a 
Washington,  D  C.  firm,  ICX  Aviation, 
was  tooling  up  to  sell  a  30-seat  Russian 
jet,  the  Yak-40,  to  U.S.  commuter  lines. 

A  year  later,  both  projects  are,  at  best, 
in  neutral.  Satra  says  its  Savannah  proj- 
ect is  still  alive  but  the  Lada  has  been 
held  up  for  more  emission-control  and 
safety  tests.  The  import  target  date  has 
slipped  to  late  1978. 

The  Yak  is  still  in  the  hangar.  Dale 
Lewis,  head  of  ICX  Aviation,  has  lined 
up  Signal  Cos.  Garrett  Corp.  to  supply 
engines,  but  Garrett  says  it  has  heard 
nothing  since  forwarding  the  technical 
data  to  ICX.  The  Federal  Aviation  Ad- 
ministration, which  must  certify  the  Yak 
for  U.S.  use,  says  it  has  had  no  word 
from  ICX  for  months.  And  all  Lewis  will 
say  is:  "Check  back  with  me  in  January." 

Popularity  Versus  Profit 

What  happens  when  a  bank  starts  pay- 
ing customers  to  use  its  credit  cards?  It 
works  almost  too  well.  Consumers  Sav- 
ings Bank  of  Worcester,  Mass.  has  dis- 
covered. Forbes  (May  15,  1976)  report- 
ed that  Consumers,  which  had  already 
launched  interest-bearing  NOW  check- 
ing accounts,  was  paying  1%  on  every 
dollar  charged  by  depositors  to  its  Bank- 


America/VISA  cards.  In  two  years  it  ha 
attracted  11,000  users  with  about  $1.3 
million  in  credits  outstanding. 

The  first  flaw  to  appear  was  that  the 
idea  attracted  too  many  customers  who 
paid  their  charges  promptly,  thus  de- 
priving the  bank  of  hoped-for  income  on 
credit-card  installment  payments.  Even 
with  11,000  users,  Consumers  was  only 
breaking  even.  Since  then,  the  rebate 
plan  has  continued  to  thrive — ConsumJ 
ers  now  has  18,000  BankAmeriea/VISA 
customers  with  $5  million  in  outstanding 
credit — but  the  bank  has  had  to  apply 
the  brakes  a  little.  First,  it  cut  off  out-of- 
state  applications.  Those  who  answered 
the  original  come-one-come-all  lure  wil 
keep  their  cards  but  Consumers  is  only 
taking  on  locals  now.  And  Starting  Nov. 
1,  the  1%  rebate  applies  only  to  transac- 
tions of  $100  or  more.  With  the  new 
$100  rule  (a  survey  showed  about  a  third 
of  the  purchases  were  over  that  amount) 
Consumers  Savings  hopes  to  keep  the 
popularity  and  make  a  little  more  profit. 

Steaks  Versus  Soy 

"The  use  of  soybean  products  to  make 
meat  go  further  is  an  idea  whose  time  hasi 
come.  The  present  market  is  only  a  tiny] 
beginning." 

—Forbes,  Sept.  15,  19731 

More  than  four  years  later  boosters  of 
items  like  "hamsoyburgers"  are  still  try- 
ing but  that's  the  best  you  can  say  for 
them.  The  lip-smacking  success  that 
Forbes  predicted  for  the  soybean  prod- 
ucts never  happened.  Meat  prices  that 
year  had  soared  out  of  sight  and  angry 
shoppers  were  snapping  up  items  like 
"extended"  hamburger  meat  at  prices  15 
cents  to  25  cents  a  pound  cheaper  thani 
the  off-the-hoof  product.  But  when  meat! 
prices  tumbled — which  they  began  to  dol 
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Again  Liggett  acquires  a  growth 
leader  in  a  growth  industry. 

This  time,  Pepsi-Cola  Bottling 
Company  of  Fresno  which  distrib- 
utes Pepsi-Cola,  Mountain  Dew, 
A&W  Root  Beer,  Orange  Crush, 
Country  Time  Lemonade,  and 
Teem,  to  8400  retail  outlets  in 


8  counties  ot  California's  San 
Joaquin  Valley,  from  plants  in 
Fresno,  Tulare  and  Modesto. 

The  83-year-old  company  is  the 
largest  soft  drink  bottler  in  its 
market.  In  the  past  four  years,  sales 
have  more  than  doubled,  and  earn- 
ings have  increased  by  over  5  times. 


With  the  addition  this  year  of 
Diversified  Products  Corporation 
(physical  fitness  and  sporting 
goods)  and  now  the  Pepsi  bottler, 
about  65%  of  Liggett's  revenues, 
excluding  excise  taxes,  now  come 
from  a  broad  base  of  consumer 
products  other  than  cigarettes. 


The  companies  of 
your  pleasure: 


l&M    LARK    CHESTERFIELD     EVE     DECADE  VELVET 
GRANGER   EDGEWORTH    RED  MAN    ALPO    LIV-A  SNAPS 
RINSENVAC      ALAMO  BRAND      VETS       3-MINUTE  BRAND 
BLUE  LUSTRE      BRITF.     ROGER  WILLIAMS    J&B     ROYAL  AGES 
CATTO  S   STELLA  D'lTALIA    WILD  TURKEY    BOMBAY    CAMPARI    IZMIRA    GRAND  MARNIER 
PADDY  MURPHY'S  METAX  A  WILD  TURKEY  LIQUEUR   MOUQUIN  PUNT  E  MES  WEDDING  VEIL 
LAGOSTA     BERTAN1      CROFT      FAZI  BATTAGLIA     ACHAIA  CLAUSS      MUSCARI  MOILLARD 
REMY  PANNIER   NICOLAOU  CHATEAU  BOUSCAUT  CHATEAU  OLIVIER  CHATEAU  RAUSAN  SEGLA 


Pepsi.    Pepsi-Cola.   "Teem"  and  Mountain  Dew  are  registered  trademarks  of  PepsiCo.  Inc   A&W  is  a  registered  trademark  of  A&W  International.  Int 


New  York  and  Washington, 
London,  Bahrain,  Singapore. 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Leaving  Washington's  Dulles  Airport  at  12:45  p.m. 
Leaving  London  for  Bahrain  and  Singapore. 
Arriving  in  half  the  time. 
Daylight  connections  to  London,  via  New  York 
or  Washington,  from  over  80  cities. 
Call  your  Travel  Agent, 
Transportation  Department  or  British  Airways. 

?"w|s  doncorde 

We'll  take  good  care  of  you. 

MALCOLM  KENNETH 
OUTERWEAR. 

Why  should  you  care  that  Malcolm  Kenneth  is  part  of 
the  After  Six  corporate  family? 

First,  because  of  fashion  input.  The  After  Six 
family  of  brands  has  its  finger  on  the  pulse  of 
fashion  everywhere.  Individual  members  like 
Malcolm  Kenneth  benefit  horn  the  creative  climate 
and  reflect  the  newest,  most  exciting  styling 
directions. 

And  just  as  each  person  in  a  human  family 
reflects  tbe  total  attitude,  Malcolm  Kenneth  lives 
up  to  the  family  dedication  to  tailoring  quality 
and  integrity. 

A  great  example  is  the  all-wool  "Romano^' 
with  European  dash  including  the  shaped 
silhouette  and  Ulster  collar.  At  B.  Altman  &. 
Co.,  New  York;  Wallach's,  New  York; 
Kleinhan's  Buffalo,  N.Y;  Morville  Clothes, 
Philadelphia,  Pa.;  Baskin's,  Chicago,  111.; 
Lytton's,  Chicago,  111.;  Wolff's,  St.  Louis, 
Mo.;  and  other  fine  stores  everywhere. 
For  the  name  of  one  near  you,  write 
to  22nd  &  Market  Streets, 
Philadelphia,  Pa.  19103. 

PART OF THE 
AFTER  SIX 
FAMILY. 

MALCOLM  KENNETH/A  DIVISION  OF  AFTER  SIX  INC 
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shortly  after  Forbes  made  its  rosy  pro- 
nouncement— meat  came  back  into  its 
own.  Today,  in  fact,  vegetable-protein- 
based  items  like  Miles  Laboratories' 
Morningstar  Farms  brands  sell  slightly 
above  the  prices  of  canned  ham,  sausage 
and  bacon. 

Soy-protein  items  have  continued  to 
sell,  of  course.  Last  year  the  total  was 
about  $120  million,  up  $75  million  in 
four  years,  still  far  from  the  early  fore- 
casts of  numbers  like  $1  billion  by  1980. 

Miles,  although  it  lost  $33  million  on 
the  Morningstar  Farms  products,  is  try- 
ing again.  New,  improved  "meats"  have 
been  introduced.  This  time  the  Elkhart, 
Ind.  firm  has  narrowed  its  focus  and  will 
aim  at  consumers  who  are  worried  about 
things  like  cholesterol  and  are  changing 
their  diets  accordingly. 

Other  soybean  processors  have  done 
well  but  have  followed  a  different  recipe. 
Archer- Daniels-Midland  Co..  for  exam- 
ple, says  that  its  sales  of  meat  "extend- 
ers" have  continued  to  grow  10%  to  15% 
a  year.  ADM,  however,  says  stay  away 
from  "analogues,"  the  100%  vegetable- 
protein  substitutes  for  meat  such  as 
Miles  makes.  ADM  sells  extenders  only 
for  addition  to  meat  products — and  only 
to  meat  processors,  not  to  the  public. 

A  billion  dollars  by  1980?  Sorry  about 
that.  Guess  we  got  taken. 

Rule  Britannia 

British  government  bonds,  Forbes 
reported  a  year  ago  (Dec.  1,  1976), 
"could  be  a  successful  speculation,"  pro- 
vided investors  had  "confidence  that 
Britain  will  yet  muddle  through  her  eco- 
nomic and  social  difficulties." 

The  pound  sterling  at  that  point  was 
languishing  below  $1.60.  Since  then  it 
has  climbed  steadily,  fueled  primarily  by 
the  flow  of  North  Sea  oil.  and  stands  on 
the  sunny  side  of  $1.80.  So  those  who 
risked  putting  their  money  into  Britain's 
leaky  economy  in  1976  and  bought 
"Gilts,"  as  London  calls  its  government 
bonds,  would  have  reason  to  cheer  today. 

One  recent  British  issue,  the  l5lA%s 
of  1966.  sold  late  in  1976  at  97,  which 
translated  into  a  yield  of  15.66%  to  matu- 
rity Purchased  then  and  sold  now  at 
127,  the  return  would  be  a  solid  78%, 
63%  in  capital  gains  and  15'/i%  in  income 
for  the  year.  The  famous  "Consols' 
("Don't  sell  Consols!"  cries  Uncle  Timo- 
thy on  his  deathbed  in  Galsworthy's  clas- 
sic Forsyte  Saga)  have  also  fared  well. 
Consol  2V£s,  like  the  other  perpetual 
British  bonds  that  never  come  due,  have 
moved  from  16  last  December  to  22.  A 
buy  then  and  a  sale  now  add  up  to  48%  in 
capital  gains,  plus  another  15%  in  in- 
come. Not  bad  for  a  sinking  ship.  ■ 
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If  your  company  is  buying 
"one  size  fits  all"  insurance, 
that's  un-American. 

At  American  Mutual,  the  only  "size"  insurance  is  the  right  size  for 
you  -  and  we  do  a  lot  of  measuring  to  make  sure  it's  right. 

Insurance  that  fits -and  works -because  we  deal  direct.  That's  the 
American  way,  the  American  Mutual  way. 


American 

Mutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


The  sky 
is  not  falling, 

Chicken  Little. 

« 


Chicken  Little  was  a  pessimist 

and  an  alarmist.  The  story  of  the 
acorn  is  similar  to  those  who  say 
we  are  running  out  of  oil  and 
natural  gas.  Yes,  under  the  present 
governmental  regulations  and 
price  controls,  most  of  our 
reserves  of  gas  and  oil  may  soon 
be  exhausted.  However,  there  is 
still  a  great  deal  of  oil  and  gas 
obtainable  in  this  country  if  we 
want  to  go  after  it.  With  fewer 
government  restrictions  and  more 
incentives  for  exploration  and 
production,  our  country  could  find 
and  utilize  the  vast  additional 
reserves  of  oil  and  gas  to  help 
meet  our  growing  requirements. 

Time  is  short.  Our  dependence 
on  foreign  oil  imports  is 
increasing.  And  our  economic 
growth  depends  on  having 
adequate  supplies  of  energy, 
including  electric  energy,  for 
residential,  commercial  and 
industrial  use.  The  major  question 
is  how  the  required  electric 
energy  will  be  produced. 

Coal  is  our  most  abundant 

resource.  We  have  reserves  to 
supply  our  needs  for  centuries. 

Nuclear  fuel  is  another  proven 
and  feasible  energy  source  to  fuel 
our  electr  ic  economy.  It  is  clean 
and  safe. 

Consider  oil,  too.  There  is 
enough  recoverable  oil  in  shale 


beds  in  the  United  States  to  last 
us  about  600  years.  It  is  estimated 
that  there  are  30  to  40  billion 
barrels  of  oil  recoverable  from  tar 
sands  in  the  U.S. 

Natural  gas  that  is  recoverable 

with  conventional  production 
methods  is  estimated  to  be 
enough  to  last  us  50  years  at  our 
present  rate  of  consumption. 
There  is  another  1 ,000  trillion 
cubic  feet  of  natural  gas  trapped 
in  coal  seams.  In  the  geopressured 
zones  of  the  Gulf  Coast,  and  in  the 
Appalachian  and  Rocky  Mountain 
regions  there  is  much  more 
natural  gas  available.  The 
gasification  of  coal  can  supply 
synthetic  natural  gas.  From  most 
oil  fieids,  only  about  30  percent 
of  the  crude  oil  is  obtained  using 


conventional  production  methoc 
Substantially  more  oil  could 
be  recoverable  by  using 
more  expensive,  exotic 
production  means. 

However,  to  get  these  availab 
energy  sources,  we  need  more 
emphasis  and  incentives  for 
increasing  production.  We're 
encouraging  changes  in 
government  policies  to  support 
further  exploration  and  productii 
of  energy  sources.  Conservation 
alone  will  not  solve  our  nation's 
energy  problem. 

At  Middle  South  Utilities,  we 

have  a  diversified  fuel  base  of 
oil,  gas  and  nuclear  fuel  and 
have  two  coal-fueled  units  unde 
construction  with  others  plannei 
We're  using  our  energy  resource 
and  capabilities  to  keep  our  part 
of  America  working  and  growinc 

At  Middle  South  Utilities,  we'r 
making  energy  that  makes  sensi 

MIDDLE 
SOUTH M 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc 


Readers  Say 


Two  Sides  Of  The  Coin 

Sir:  The  article  concerning  our  nation- 
al forests  (Oct.  15),  in  my  opinion,  went 
right  to  the  heart  of  a  very  serious  situa- 
tion. It  is  good  to  see  this  kind  of  infor- 
mation being  disseminated  to  people  not 
directly  involved.  I  hope  the  solons  gov- 
erning some  day  understand  the  prob- 
lem as  well  as  whoever  wrote  the  story 
for  Forbes. 

— Robert  M.  Neiman 
President, 

Neiman-Reed  Lumber  Co.,  Inc. 

Sherman  Oaks,  Calif. 

SIR:  Your  magazine  is  always  stimulat- 
ing, whether  one  agrees  or  not.  Howev- 
er, occasionally  there'll  be  an  article 
which  really  burns  me  up,  the  most  re- 
cent being  the  one  on  national  forests. 
I'm  a  Sierra  Club  member  and  I'm  not 
maintaining  that  everything  it  does  is 
100%  right,  but  thank  God  it's  there!  I 
would  tremble  if  the  future  of  the  U.S. 
and  its  environment  were  left  entirely  up 
to  the  business  community  and  ethic. 
I've  been  living  in  Germany  for  seven 
years  and  I  can  see  what  happens  to  a 
country  which  is  overmanaged,  overde- 
veloped and  overpopulated.  To  refer  to 
the  club  as  a  latter-day  WCTU  is  border- 
ing on  the  absurd.  Be  honest,  now.  If  it 
had  been  entirely  left  up  to  the  lumber 
industry,  would  we  have  the  Sequoia 
and  Redwood  National  parks?  I  doubt  it. 
We  need  such  groups,  if  only  to  prod  the 
conscience  of  the  business  community. 
The  Sierra  Club  s  track  record  might  not 
be  perfect,  but  take  a  long  hard  look  at 
business'. 

— Ruth  Turner 
Frankfurt,  Germany 

Carson  For  President? 

Sir:  Your  article  "Ma  Bell  Faces  Life" 
(Nov.  1)  indicates  that  when  the  com- 
petitors start  to  skim  the  business  rev- 
enue, the  $50-residential  bill  will  not  be 
far  behind.  The  current  nominal  charge 
[will  go  the  way  of  the  inexpensive  auto- 
!  mobile.  With  Nader,  Strasberg  et  al. 
constantly  advising  Big  Brother  what  is 
good  for  us,  is  it  any  wonder  my  kids 
think  Johnny  Carson  would  make  a  good 
I  President? 

— Edward  T.  Jordan 
Buffalo  Grove,  III. 

MSF  At  Babson 

Sir:  Re  Malcolm  Forbes'  address  at 
Babson  College  (Fact  and  Comment, 
\Oct.  15)  .  .  .a  fine  sense  of  values  and  a 
decent  attitude. 

— E.J.  Frick 
Manhattan,  Kan. 


SIR:  The  freshest  and  most  pertinent 
commencement  address  I  have  yet 
encountered. 

— Lemuel  R .  Boulware 
Delray  Beach,  Fla. 

SIR:  Your  offhanded  comment  about 
the  cost  of  education  may  be  funny  to 
you,  but  is  a  slap  in  the  face  to  those  who 
have  scrimped,  saved  and  worked  their 
butts  off  to  send  their  offspring  to  col- 
lege. Your  statement  should  read:  "If 
your  parents  have  anything  left  after 
educating  you,  tell  them  to  buy  food." 

— Baldwin  S.  Davidson 
Red  Bank,  N.J. 

An  Objection  From  The  Military 

SIR:  I  was  shocked  to  see  the  misrep- 
resentations contained  in  the  paragraphs 
under  the  heading  "Rising  Military  Pen- 
sions" on  page  25  of  the  Oct.  15  issue. 
You  are  really  addressing  the  military 
pay,  promotion  and  retirement  system, 
not  rising  military  pensions.  Military  re- 
tirees earn  their  retirement  pay  at  the 
rate  of  2lA%  a  year,  and  are  first  eligible 
to  retire  after  20  years  of  service.  Only 
about  12%  stay  in  the  service  to  reach 
this  20-year  plateau.  From  then  on  it  is 
up-or-out  attrition,  necessary  so  that  we 
don't  develop  an  armed  forces  of  old- 
sters. Your  contention  that  "...  a  sol- 
dier or  sailor  can  receive  a  full  pension 
after  20  years  of  service  ..."  misleads 
the  reader.  I  retired  from  the  USMC 
with  22  years'  service  and  a  total  monthly 
compensation  of  $1,380  per  month.  My 
"full  pension"  was  about  35%  of  my  pay 
before  retirement. 

— Eugene  J .  Pope,  Lt.  Col. 
U.S.  Marine  Corps  (Ret.), 
Cape  Coral,  Fla. 

SlR:  Your  knowledge  of  the  military 
about  equals  my  knowledge  of  transat- 
lantic ballooning.  Maybe  I'm  ahead  of 
you,  because  I  do  know  the  general  di- 
rection of  Europe. 

— Allan  G.  LeBaron 
U.S.  Navy  (Ret.), 
Moulton,  Ala. 

SlR:  Your  comments  regarding  mili- 
tary pensions  are  not  something  of  which 
you  can  be  proud. 

— Harry  Frazer 
Lewes,  Del. 


Touche 

SlR:  A  number  of  National  Federation 
of  Federal  Employees  members  are  out- 
raged about  Malcolm  Forbes'  egregious 
remarks  before  the  Public  Forum  on  the 
Future  of  Montana's  Economy  (Aug.  15, 


The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 
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ere's  a  place  in  America 
where  people  really  believe  in  th< 
good  old  hometown  virtues. 


i 

Ms 


They  believe  in  voting. 


1! 


They  believe  in  educatio 


m\  **  % 


They  believe  in  serving 
their  countrv. 


They  believe  in  work. 


Their  hometown:  Puerto  Rieo,U.S.A. 


•  No  people  under  the  American  flag  more  strongly 
'  endorse  the  principles  that  have  built  this  nation  than  the 
people  of  Puerto  Rico.  In  last  Novembers  election,  over 
77%  of  the  voting  age  population  turned  out.  That's  higher 
than  any  state  in  the  union.  Puerto  Ricans  have  also  con- 
tributed outstandingly  to  the  defense  of  the  country.  In 
fact,  in  proportion  to  population,  they  have  given  up  more 
lives  in  defense  of  the  United  States  than  any  of  the  50 
states.  The  Puerto  Rican  worker  averages  12.1  years  of 
schooling.  Nearly  one  of  every  four  has  been  to  college . 


Puerto  Rico's  workers  are  people  who  get  things  done 
The  Puerto  Rican  worker  returns  $4.03  in  value  to  his 
employer  for  every  dollar  he  himself  earns,  compared  to 
the  U.S.  national  average  of  $3.36.  Absenteeism  and  jol 
turnover  are  significantly  lower  than  on  the  mainland. 
They're  close  to  a  million  strong,  with  51%  under  35  year 
old.  They're  intelligent,  industrious,  ambitious,  with  a  hi 
ability  for  learning  new  skills. 

A  land  whose  people  believe  in  themselves— and  in  U 
American  way  of  doing  business:  Puerto  Rico,  U.S.A. 


Skilled,  educated,  hard  working  people  are 

only  one  reason  Puerto  Rico  is  the 
ideal  second  home  for  American  business. 
Now  consider  17  other  good  reasons. 


So  U.S.  Restriction 

Dn  Repatriation  Of  Profits. 

[Tie  U.S.  Internal  Revenue  Code  Section  936  permits  you  to  bring 
:urrent  profits  home  to  the  mainland  without  U.S.  taxes-.  With 
>nly  a  7°o  to  10%  Puerto  Rico  toll  gate  tax,  you  keep  more  of  your 
let  profit  than  is  possible  anywhere  else  under  the  U.S.  flag. 

Unique  Tax  Incentives. 

|n  Puerto  Rico,  you  pay  no  federal  corporate  income  tax.  Qualify- 
ng  industries  are  eligible  for  local  tax  incentives  applied  to  cor- 
porate earnings,  real  estate,  personal  property,  and  license  fees  for 
is  long  as  30  years. 

Duty  Free  Entry  IntoThe  U.S. 

h  Puerto  Rico,  you  are  on  U.S.  soil;  there  are  no  duties,  quotas, 
\r  surcharges  from  Puerto  Rico  to  the  mainland. 

fV  Rich  Local  Market. 

'uerto  Rico  is  the  world's  seventh  largest  importer  of  goods  from 
he  U.S.A.  A  tremendous  market  already  exists  here  for  a  wide 
pnge  of  industries  which  set  up  plants  in  Puerto  Rico. 

'amiliar  Business  Climate. 

bu  enjoy  the  protection  and  stability  of  the  U.S.  and  PuertoRican 
constitutions.  You  operate  under  the  same  legal,  postal,  and  tele- 
hone  systems.  Currency  is  the  U.S.  dollar.  You  can  carry  on  your 
usiness  in  English.  And  the  people  are  U.S.  citizens. 

ligh  Profit  Potential. 

let  profits  per  sales  dollar  for  manufacturing  plants  in  Puerto 
ico  exceed  those  on  the  U.S.  mainland  in  industry  after  industry. 

'inancing  Assistance. 

sderal  EDA  and  SBA  programs  are  available  to  assist  with  your 
nancing.  In  addition,  Puerto  Rico  offers  assistance  through  the 
tovernment  Development  Bank,  its  affiliated  PR.  Development 
und,  the  Industrial  Revenue  Bond  Authority,  and  many  inter- 
national banking  facilities. 

)ependable  Utilities. 

fhe  quality  and  quantity  of  these  vital  services  are  excellent.  A  $2 
ijllion  modern  electric  system  with  a  total  capacity  of  4  3  million 
|lowatts  and  a  reserve  margin  of  2. 3  million  kilowatts  insure  no 
|ck  of  power. 

Ixcellent  Communications. 

pu  can  direct  dial  all  major  U.S.  cities  from  Puerto  Rico.  Also 
Jbrld  wide  telecommunications  such  as  Telex  and 
lata  Processing  are  available. 

ijfficient  Maritime  Shipping. 

jhree  major  seaports  offer  extensive  dockage  and 
erehousing.  The  port  of  San  Juan  is  the  fifth 
!fgest  mover  of  containers  in  the  world. 

lopious  Air  Freight. 

airlines  compete  to  speed  your  shipments  to 


the  U.S.  mainland,  Latin  America,  and  Europe. 
Extensive  Highway  Network. 

Approximately  150  trucking  companies  and  over  6,500  miles  of 
good  paved  roads  in  an  island  just  100  miles  long  and  35  miles 
wide  mean  your  plant  in  Puerto  Rico  is  never  more  than  2  hours 
by  truck  from  a  seaport. 

Plant  Space  Is  Plentiful. 

Existing  industrial  buildings  are  waiting  for  you  to  lease  or  rent  for 
as  little  as  751  per  sq.  ft.  per  year. 

Abundant  Materials  and  Services. 

Industrial  materials  include  a  wealth  of  petrochemicals  and  inter- 
mediate and  finished  resins  and  fibers;  services  include  industrial 
applications  such  as  metal  finishing,  tool  and  die  making,  and 
textile  dyeing,  as  well  as  architectural,  engineering,  accounting, 
and  computer  programming  firms. 

Worker  Training. 

Puerto  Rico  provides  specially  equipped  training  centers  and 
vocational  schools  and,  if  you  qualify,  shares  the  cost  of  training 
your  workers  in  technical,  supervisory,  and  managerial  skills.  In 
many  cases,  the  government  will  also  pay  part  of  the  wages  for 
Puerto  Rican  workers'  on-the-job  training  in  your  company  s  island 
subsidiary,  on  the  mainland,  or  in  a  foreign  country. 

Lower  Labor  Costs. 

The  Fair  Labor  Standards  Act  covers  Puerto  Rico,  but  industrial 
wages  are  much  closer  to  the  statutory  minimum  than  they  are  on 
the  mainland.  As  of  August  1977,  the  average  per  hour  wage  for 
industrial  workers  in  Puerto  Rico  was  $3.05,  as  opposed  to  the 
U.S.  average  of  $5.64. 

Abundant  Labor  Supply. 

The  seventeenth  reason  is  the  first  reason  for  doing  business  in 
Puerto  Rico— the  intelligent,  industrious,  ambitious  people  who 
make  up  your  working  force. 

Commonwealth  Of  Puerto  Rico 
Economic  Development  Administration 
Dept.FB-1 

1290  Avenue  of  the  Americas 
New  York,  N.Y.  10019 

For  specific  information  on  how  Puerto  Rico  can  provide  a  profitable  climate  for 
your  business,  please  call  toll  free,  (800)  223-0572. 
In  New  York  State  call  (212)  245-1200. 

Write  for  your  free  copy  of  our  brochure,  "Gateway  to  Profits,"  with  all  the  facts 
and  figures  on  worker  productivity,  tax  incentives,  and  much  more 
The  products  1  might  be  interested  in  manufacturing  in  Puerto  Rico  are:  


Name . 


L 


Ciry_ 
Stale  _ 


IZip. 


Puerto  Rico,US. A. 

The  ideal  second  home  for  American  Business. 


Before  international  money  problems  overwhelm  your  busines 

TELL  IT  TO  THE  MARIN 


If  left  uncontrolled,  the  forces  of  international  finance 
could  severely  damage  a  corporation's  foreign  assets.  But 
controlling  them  is  astoundingly  complicated  because  there 
are  no  answers  that  work  every  day.  Rates  move,  regulations 
are  rewritten,  and  governments  change. 

In  fact,  you  could  probably  double  the  size  of  your  corporate 
treasury  team  and  still  not  have  all  the  resources  you  need. 

That's  where  we  come  in.  Marine's  International  Treasury 
Management  Group  of  foreign  exchange  advisors,  money 
market  experts,  accountants,  and  economists  have  15  proven 
systems  to  help  you  protect  earnings  per  share  and  cash  flow. 
We  can  not  only  tell  you  what  you  might  do,  we  can  tell  you  in 
very  realistic  terms  what  will  happen  if  you  do  it.  Or  don't  do 
it.  And  we  can  execute  any  decision  you  make. 

For  example,  MARINFEX,  one  of  Marine's  computer 


models,  lets  you  precisely  calculate  the  impact  of  fluctuations 
on  earnings  under  FASB  #8.  And  our  foreign  exchange 
exposure  management  service  helps  you  define  your  global 
exposure  and  then  devise  strategies  to  optimize  it,  including 
daily  tactical  consultations. 

What's  more,  Marine's  International  Treasury  Manage- 
ment Group  can  help  you  with  day-to-day  trading  decisions 
and  longer-term  hedging,  with  funds  flow,  with  alternate 
financing,  with  short-term  money  investments,  with  leading 
and  lagging  strategies,  with  international  cash  management 
with  world-wide  tax  consequences,  with  currency  monitor- 
ing, with  specific  currency  studies,  and  with  foreign  exchang 
forecasting. 

We  can  help  you  cope  with  all  the  problems  of  doing  busi- 
ness internationally.  All  you  have  to  do  is  tell  it  to  the  Marine 


MARINE  MIDLAND  BANK 


Buffalo,  New  York  City  (212-797-5963),  Beirut,  Bogota.  Buenos  Aires,  Caracas,  Frankfurt.  Hong  Kong,  Jakarta,  London  (011^41-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


Readers  Say 


p.  22).  You  ask:  "Do  you  know  a  govern- 
ment agency,  a  bureaucracy,  that  is  re- 
sponsive to  public  demands?"  Indeed  we 
do,  and  not  just  one  but  many.  Space 
would  not  permit  listing  all  of  them  but 
we  shall  mention  just  one,  which,  in  our 
opinion,  is  "very  responsive"  to  you — 
the  U.S.  Postal  Service.  We  in  our  turn 
pose  the  question:  Where  would  Forbes 
magazine  be  without  the  mailman?  No- 
I  where,  obviously.  The  theme  of  your 
i  remarks  is  to  make  "bureaucrat"  a  dirty 
1  word.  So  may  we  remind  you  that  two 
i  federal  bureaucrats,  Drs.  Rosalyn  S.  Ya- 
low  and  Andrew  V.  Schally,  have  just 
won  the  Nobel  prize  for  medicine. 

— James  M.  Peirce 
President, 

National  Federation  of  Federal 
Employees 
Washington,  D.C. 

Alaska  Has  The  Answer? 

SiR:  Your  editorial  on  American  Indi- 
ans (Fact  and  Comment,  Oct.  1)  brings 
j  me  to  comment.  In  Alaska  there  are  not 
and  never  have  been  any  reservations,  of 
which  the  natives  are  very  proud.  I  be- 
lieve you  will  find  more  Indians,  Eski- 
mos and  Aleuts  per  capita  who  have 
established  themselves  as  leaders  in 
business,  government  and  politics  than 
in  any  of  the  Lower  48  states. 

— David  M.  Kellogg 
Bellevue,  Wash. 

Sweden 

SiR:  Allow  me  to  correct  a  couple  of 
mistakes  in  your  article  "Has  Sweden 
Had  It?"  (Nov.  1).  Under  the  picture  of 
the  political  posters  you  state  that  they 
are  "mostly  socialist,"  when  the  reverse 
is  true.  There  are  no  posters  from  any  of 
the  Socialist  parties  or  any  of  the  small- 
er far  left  groups.  And  the  first  name  of 
the  former  prime  minister  is  Olof 
Palme,  not  Olaf,  which  is  the  Norwe- 
gian spelling. 

— Margareta  A .  Jacobs 
Arlington,  Va. 

Anyone  For  "Scotch"? 

SiR:  An  item  in  Other  Comments  in 
the  Oct.  15  issue  has  a  sic  reference  after 
Scotch.  In  recent  years  I  have  read  that 
only  dogs  and  whiskey  are  "Scotch";  ev- 
erything else  must  be  "Scottish."  By 
whose  authority  was  this  edict  promul- 
gated and  when  did  it  begin?  In  some  of 
Sir  Walter  Scott's  novels  he  frequently 
uses  "Scotch"  in  reference  to  natives  of 
Scotland,  and  Nathaniel  Hawthorne 
mentions  Scotch  odor,  Scotch  village  and 
Scotch  temperature. 

— Kenneth  E.  McNiel 
West  Orange,  N.J. 


Executive  Timber. 

In  six  exotic  woods  of  the  world. 
Cordia  from  the  East  Indies. 
Wenge  from  the  Congo.  Rose- 
wood and  tulipwood  from  South  I 
America.  Teak  from  Burma.  And  I 
walnut  from  North  America. 

Pick  one  up  and  roll  the  barrel  I 
between  your  fingers.  The  oils  I 
from  your  hand  will  polish  the 
grain,  enhance  the  color. 

Now  write  with  it.  The  tung- 
sten carbide  point  glides  with 


Comes  in  brown  velour  gift  case 


ease,  leaving  a  clean,  sharply- 
defined  marking. 

Executive  Timber.  It's  more 
than  just  something  to  write 
with.  From  Hallmark. 

When  you  care  enough 
to  send  the  very  best 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


EXPORTING  ONE'S  WAY  OUT  OF  UNEMPLOYMENT  PROBLEMS 


just  isn't  possible  for  every  country  with  the  problem — which 
is  most  every  country. 

As  the  steel  brouhaha  demonstrates,  subsidizing  employ- 
ment by  exporting  stuff  at  a  loss  will  threaten  the  free  trade 
that's  essential,  overall,  to  all. 

What  has  to  be  encouraged  in  every  land — not  the  least  our 


own — is  domestic  consumption,  domestic  demand  for  services. 
That  will  most  swiftly  alleviate  unemployment. 

And  there's  a  very  simple  way  to  do  that  in  most  countries: 
Reduce  the  government's  tax-take  from  individual  income. 

Presto!  People  have  more  to  spend  without  the  inflationary 
impact  of  wage  increases. 


GIVE  THE  POST  OFFICE  BACK  TO  THE  POLITICIANS 


One  of  the  dumbest  things  Forbes  has  supported  in  Fact 
and  Comment  was  'taking  the  Post  Office  out  of  politics."  I 
guess  we  were  about  the  only  ones  in  the  publishing  business 
to  be  so  naive  as  to  think  that  the  results  would  be  greater 
efficiencies,  though  at  somewhat  higher  costs. 

With  "independence"  for  the  postal  service,  the  results  have 
been  exactly,  horrendously,  opposite.  Higher  rates,  mishan- 


dling and  unbelievable  unhandling  of  the  mails. 

Since  Pony  Express  days,  the  U.S.  Mail  has  enjoyed  a 
colorful,  glorious  tradition.  With  the  Post  Office  once  again  the 
responsibility  of,  and  hence  responsive  to,  a  presidentially 
appointed  Postmaster  General  and  the  Congress,  it  could 
become  again  what  it  once  was — a  service  for  and  to  the 
American  public. 


FOR  THE  OPEC  GOOD  GUYS,  AN  OIL-PRICE  INCREASE 


is  apt  to  be  dangerously  destructive,  the  more  so  with  every 
percentage  point  OPEC  adds  to  the  present  price.  If  those 
dummies  who  argue  that  the  dollar's  decline  makes  an  increase 
necessary  are  heeded,  the  buck  will  toboggan  more  and  their 
multiplying  investments  erode  ever  faster. 

U.S.  balance-of-trade  deficits  exist  solely  because  of  soaring 
postly  oil  imports,  and  that  imbalance  is  what's  weakening  the 
dollar. 


Further  oil-price  jumps  will  push  the  oil-less  underdevel- 
oped nations — particularly  OPEC's  precariously  balanced  Afri- 
can neighbors — nearer  to  insolvency,  nearer  to  the  chaos  that 
can  benefit  only  Red-minded  revolutionaries. 

It's  easy  to  understand  why  the  Libyans,  Algerians  and 
Iraqis  are  all  for  fomenting  economic  disaster.  Their  eagerness 
alone  should  give  pause  to  such  responsible  OPECers  as  Iran, 
Saudi  Arabia  and  Kuwait. 


AND  SPEAKING  OF  FEAR  OF  COMMUNISM  .  .  . 


The  Arab  nations,  with  the  exception  of  nut-led  Libya  and 
eft-led  Algeria  and  Iraq,  have  the  deepest,  most  abiding 
anxiety  on  that  subject.  If  these  governments  are  overturned, 
t  is  most  apt  to  be  by  leftists. 

In  the  less-developed  as  well  as  the  underdeveloped  nations, 
here  is  virtually  no  middle  class;  there  are  masses  of  unem- 
sloyed  and  impoverished. 


When  the  Haves'  heads  roll,  if  it's  not  to  each  other,  it's 
bound  to  be  to  the  gunning  hands  of  commie-trained,  commie- 
financed  terrorists. 

Recause  the  threat  of  communism  in  this  country  and 
throughout  most  of  Western  Europe  is  not  remotely  as  dire, 
we  tend  to  forget  how  real  and  well  grounded  the  fear  of  it  is  in 
lands  less  blessed  than  ours. 
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IS  PHOTOGRAPHY  ART? 


To  most  of  us,  paintings  are  art  and  paying  a  packet  for  such 
is  understandable.  But  spending  a  bundle  for  a  photograph?  A 
photograph  can  indeed  be  a  work  of  art — but  I  still  find  it  hard 
to  think  it  should  be  priced  on  a  par  with  a  painted  canvas. 

Having  two  sons  and  a  number  of  their  friends  who  are  much 


into  photography,  our  resistance  to  pricey  pics  has  been  erod- 
ed to  the  extent  that  recently  we  shelled  out  an  art  price  for1 
these  Numbered  Ones.  I  think  you'll  agree  that  Gregg  Jones' 
photos  convey  a  feel  for  these  scenes  far  better,  perhaps,  than 
many  a  painting  might. 


IF  EVER  THERE  WAS  A  CASE  OF  HONORING 


one  to  whom  honor  is  due  it's  Jim  Michaels  (see  Side  Lines,  p. 
7).  Our  own  enthusiasm  and  encomiums  for  Forbes'  extraordi- 
narily perceptive  and  incisive  editor  are  understandable.  But 
it's  wonderful  to  know  that  those  most  knowledgeable  in  and 
about  the  business  of  business  journalism  are  equally  well 
aware  of  Jim's  contributions.  He  has  quietly,  effectively  elevat- 
ed the  quality,  ethics  and  candor  that  now  pervade  and  prevail 
in  much  corporate  and  financial  reporting. 

In  addition  to  members  of  the  staff — both  longtime  and 


new — here  at  Forbes,  there  are  many  now  working  elsewhere 
whose  skills  at  the  craft  have  been  developed  or  honed;  people 
who  have  learned  how  to  look  at  corporations  so  they  can  know 
the  meaning  of  what  they  see  as  a  result  of  exposure  to  the 
Michaels  mind. 

One  kudo  for  our  growth  which  I  claim  without  a  modicum 
of  modesty  is  the  wisdom  displayed  a  good  many  years  ago  in 
naming  James  W.  Michaels  editor  of  Forbes. 

In  this  profession,  he  is  nonpareil. 


NO  FTC  IN  SWITZERLAND 

Advertising  blurb  for  a  bubble  bath:  the  invigorating  effects.  Nerve  cells  and  muscle  tone 

"Regenerating  Action  upon  Skin  and  Body.  The  are  stimulated,  the  skin  is  fed  with  new  blood,  its 

pores  are  cleansed  and  opened  to  be  nourished  and  tone  improves,  becomes  softer,  more  resilient.  And 

regenerated  by  vitamins,  plant  extracts  and  other  when  you  finally  step  out  of  your  Royal  Bath  Pharma- 

active  substances.  Deeply  penetrating,  you  can  feel  ton,  you  feel  imbued  with  new  life." 

WHOEVER  THOUGHT  UP  THE  PHRASE 

"family  formations"  deserves  a  medal  for  so  succinctly  summa-  When  it  comes  to  seeking  and  furnishing  shelter  together, 
rizing  the  situation.  While  marriage  rates  may  be  off,  boy-girl  the  economic  impact  is  the  same  whether  the  family  formation 
living  togetherness  is  way  up.  has  a  license  or  not. 


9  9 


"A  MISTAKE  TWICE  IS  TOO  MUCH 

Writes  a  reader,  "I  wonder  if  you  can  use  the  following  old  story  which 
has  some  relevance  to  the  passionate  cries  of  'reverse  discrimination'  ": 


One  payday  a  worker  found  an  extra  810  bill  in  his  pay 
envelope  and  happily  kept  it.  The' following  week  he  discov- 
ered that  he  was  $10  short.  He  rushed  angrily  to  the  paymaster 
and  complained.  The  paymaster  explained  that  the  previous 
$10  error  had  been  discovered  and  had  simply  been  adjusted. 


And  then  the  paymaster  added:  "If  you  are  so  upset  at  being 
$10  short,  why  didn't  you  say  anything  last  week  when  you  got 
$10  too  much?"  To  which  the  worker  replied,  "Anyone  can 
make  a  mistake  once,  but  when  I  see  you  make  a  mistake 
twice,  that's  when  I  get  mad." 
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THE  PAUSE  THAT  DISCONCERTS 


At  an  editors'  session  here  with  a  CEO,  he  really  discom- 
bobulated  us — not  by  his  answers  but  by  the  length  of  time  he 
took  to  answer. 

We'd  throw  him  a  conversational  question  and  pause  expec- 
tantly. But  he'd  take  so  long  to  reply  that  at  first  one  began  to 


think  maybe  he  hadn't  heard  it  at  all,  then  we'd  begin  to 
wonder  if  something  was  wrong  with  the  question.  It  wasn't 
until  we  were  about  ready  to  rephrase  or  give  up  that  he'd 
begin  to  respond. 

It's  not  a  bad  ploy — if  you  need  ploys  in  place  of  answers. 


WHEN  OLD,  YOU  MIGHT  AS  WELL  BE  CHEERFUL 

Who  knows — in  the  next  round  you  might  have  more  reason  to  be  dour. 

SPEAKING  OF  OLD-AGE  CHEERFULNESS 

reminds  me  of  the  story  about  the  man  who  celebrated  his  80th 
birthday  by  taking  a  bride  of  18.  Warned  by  his  doctor  that  this 
was  dangerous,  he  responded:  "Well,  if  she  dies,  she  dies." 

TWO  THINGS  TO  BE  SAID  FOR  THE  COMMON  COLD 

While  uncommonly  uncomfortable,  colds  serve  to  remind  us  And  the  common  cold,  being  frustratingly  unpreventable. 
how  wonderful  it  is  to  be  healthy  and  well — which  sometimes  virtually  unrelievable  and  incurable  til  it's  run  its  course, 
doesn't  occur  to  us  when  we  are.  reminds  us  how  medicine  men  still  know  so  little  about  so  much. 


IS  IT  WISE 

to  prove  you're  right 

if  it  proves  your  boss  is  dumb? 


THE  SMART  MAN  ASKS 

when  he  doesn't  know. 

And,  sometimes,  when  he  does. 


JIMMY  CARTER  AND  HIS  ECONOMIC  ADVISORS 


ought  to  listen  to  Securities  &  Ex- 
change Commission  Chairman  Har- 
old Williams  on  the  subject  of  profits. 
In  recent  speeches  Williams,  a  Carter 
appointee,  has  been  giving  a  sobering 
message  about  the  "illusions  and  real- 
ities" of  corporate  earnings. 

Although  reported  earnings  are  at 
near-record  levels,  "Business  is  sim- 
ply not  accumulating  and  retaining 
the  resources  required  to  meet  the 
challenges  facing  it,"  Williams  says. 

"In  short,  corporate  profits  are  not 
high  enough." 

Williams  is  no  mouthpiece  for  the 
Chamber  of  Commerce.  He  heads  an 
agency  that  has  been  pretty  hard  on 
business  in  recent  years.  In  the  few 
months  he  has  been  in  office,  Wil- 
liams himself  has  been  hard-nosed  on 
several  matters  that  matter  to  Wall 
Street,  such  as  options  and  off-market 
trading  for  listed  stocks. 

Those  reported  profits,  says  Wil- 
liams, are  misleading  because  they 
are  not  adjusted  for  inflation.  If  they 
were,  critics  of  business — and  many 
businessmen — would  be  shocked  at 
how  low  a  level  real  profits  actually 
are.  "Corporations  are  earning  at  a 
dangerously  low  level  if  they  are  to 
discharge  the  responsibilities  we  ex- 
pect them  to  shoulder,"  he  warns. 

Williams  case  is  persuasive.  Ad- 
justed for  inflation,  corporate  earnings 
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today  are  really  no  higher  than  they 
were  ten  years  ago.  This  helps  explain 
why  corporate  debt  has  risen  so  sharp- 
ly in  the  last  decade,  why  balance 
sheets  have  so  deteriorated.  Business 
has  been  paying  taxes  and  dividends 
out  of  capital,  not  from  current  in- 
come. "Inflation  and  the  failure  of  the 
tax  system  to  recognize  its  distortion  of 
corporate  profits  have  resulted,  in 
effect,  in  a  50%  tax  increase  over  the 
last  decade,"  Williams  says. 

The  Commerce  Department's  Bu- 
reau of  Economic  Analysis  estimates 
that,  if  we  are  to  meet  our  needs  for 
employment  and  productive  capacity, 
we  should  be  spending  about  \\Vi% 
of  the  gross  national  product  on  cap- 
ital investment,  or  about  $213  billion 
this  year.  Instead,  we  will  invest 
about  $182  billion,  a  shortfall  of  some 
$30  billion. 

Fighting  For  Business 

This  deterioration  in  corporate  in- 
comes and  balance  sheets  has  not 
been  lost  on  the  stock  market.  Is  it 
any  wonder  that,  with  real  earnings 
no  higher  than  they  were  ten  years 
ago,  the  market  is  no  higher  either? 

In  1973-74,  for  example,  reported 
earnings  for  the  Standard  &  Poor's 
425  (now  400)  went  up  42%.  And 
what  did  stock  prices  do?  They  dived 
40%.  Explanation:  Adjusted  for  infla- 


tion, these  earnings  were  on  the  skids 
for  that  period. 

In  1975  reported  profits  fell  while 
the  stock  market  rallied.  Wise  inves- 
tors sensed  that,  with  inflation  falling, 
real  earnings  were  actually  improv- 
ing, and  they  were  right. 

In  the  face  of  persistent  inflation, 
what  is  obviously  needed  is  funda- 
mental corporate  tax  reform,  and  in 
this  instance  the  SEC,  for  once,  is 
fighting  a  major  battle  for  business. 
The  SEC  is  aiming  ultimately  to  ad- 
just income  statements  and  balance 
sheets  for  inflation. 

Yet  few  moves  by  this  agency  in 
recent  years  have  aroused  such  a  fuss 
as  its  rule  requiring  most  major  cor- 
porations to  calculate  replacement 
costs  for  inventories  and  depreciable 
plant  and  equipment.  To  come  up 
with  these  figures,  companies  have 
been  spending  millions  of  dollars  and 
countless  thousands  of  man-hours.  To 
businessmen,  the  whole  exercise 
seems  to  be  a  prime  example  of  use- 
less government  meddling.  Actually, 
it  is  a  step  by  the  SEC  to  show  how 
much  inflation  is  hurting  companies. 

In  short,  the  SEC  is  giving  the  case 
for  business  tax  reform  a  credibility 
that  has  so  far  been  lacking. 

This  is  a  case  where  business 
should  be  urging  the  SEC  on,  not 
fighting  it. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Old  Spendthrifts 

The  fringe  benefits,  pension  plans  and 
increased  Social  Security  have  made  the 
older  working  class  in  the  U.S.  richer 
than  it  ever  was  before.  Along  with  the 
upper  classes,  the  older  working  class 
has  the  time  and  the  money  to  buy 
things  they  could  not  afford  in  the  past. 
Yes,  they  are  spending  more  freely. 

— Jay  Schmiedeskamp, 
research  director, 
Gallup  Organization 
*    *  * 

According  to  Milton 'Sutton,  vice  presi- 
dent of  Marsteller  Inc.,  the  agency  that 
puts  the  ads  together  for  Dannon  Yogurt, 
"New  market  research  shows  that  one  out 
of  every  four  cups  of  all  yogurt  is  bought 
by  someone  over  55  years  old.  We  were 
kind  of  stunned.  We've  always  advertised 
to  an  18-to-late-40s  market." 

— New  York  Times 

Orthodox  Query 

After  dinner  one  evening  last  week,  I 
announced  that  all  Roman  Catholic  stu- 
dents were  to  meet  briefly.  One  of  our 


new  students  came  up  to  me  when  we 
were  leaving  the  Dining  Room  and  said, 
"Sir,  I'm  an  Irish  Catholic.  Should  I  go  to 
that  meeting,  too?" 

— from  a  headmaster's  report  to  parents 

Spearing  the  Critic 

A  punster  once  quipped  that  drama 
critics  are  people  who  give  the  best  jeers 
of  their  lives  to  the  theater. 

— Louis  Phillips,  Playbill 

Uniform  Monarchs 

European  monarchs  on  their  public 
appearances  always  wore  military  uni- 
form, dressing  up  as  Field  Marshals, 
Honorary  Colonels  or  Admirals  of  the 
Fleet.  This  was  new.  In  earlier  ages 
monarchs  did  not  wear  military  uniform 
unless  they  were  actually  serving  offi- 
cers. Louis  XIV  did  not  do  so.  Nor  did 
George  IV,  earlier  the  Prince  Regent, 
despite  his  claim  to  have  been  present  at 
the  Battle  of  Waterloo.  The  practice  was 
commoner  among  the  German  princes 
and  perhaps  became  universal  in  the 
later  19th  century  because  nearly  all 
monarchs  after  the  fall  of  Napoleon  III 
were  either  Germans,  of  German  de- 


scent or  married  to  Germans.  Every 
English  sovereign,  for  instance,  between 
Queen  Anne  and  George  V  had  a  Ger- 
man mother,  except  of  course  for  Ed- 
ward VII  who  had  a  German  father. 

—A.J. P.  Taylor, 
The  Last  of  Old  Europe 

Just  as  Forecast 

A  friend  whose  drink  is  Scotch  and 
whose  humor  is  wry  recalls:  "People 
warned  me  that  if  I  voted  for  Ford,  the 
economy  would  mope  along,  the  energy 
problem  would  get  worse,  there'd  be 
drift  in  foreign  affairs  and  confidence 
would  take  a  dive.  Well,  I  voted  for 
Ford — and  they  were  right." 

— Alan  Abelson,  Barron's 

Too  Much  for  Too  Little? 

Dear  — : 

Thank  you  for  your  invitation  to  serve 
as  a  member  of  the  Dinner  Committee 
for  the  Award  Dinner. 

During  the  last  few  weeks,  I  have 
received  invitations  to  serve  on  more 


than  two  dozen  fund-raising  dinner  com- 
mittees. I  have  developed  a  growing 
concern  that  this  is  a  very  expensive  way 
to  raise  funds.  At  the  same  time,  it 
makes  an  unwarranted  imposition  on  the 
time  of  busy  executives  who  already 
have  heavy  travel  schedules  and  are 
called  upon,  in  addition,  to  attend  these 
dinners  in  New  York  City.  For  this  rea- 
son I  have  determined,  as  a  matter  of 


policy,  that  we  at  GTE  will  not  serve  on 
committees  for  fund-raising  dinners  or 
attend  them. 

We  will,  of  course,  continue  to  exam- 
ine each  request  for  charitable  contribu- 
tions on  its  merits  and  make  a  determi- 
nation as  to  whether  or  not  we  should 
give  it  our  support. 

— Theodore  F.  Brophy, 
Chairman  of  the  Board, 
General  Telephone  &  Electronics  Corp. 

Unbelievable  Punch  Line 

A  longshoreman  in  Tampa,  Fla. ,  who 
slugged  his  boss  during  an  argument,  has 
not  only  gotten  back  his  job,  but  $25,500 
in  damages  as  well.  The  worker  knocked 
his  supervisor  to  the  ground  after  com- 
plaining he  was  not  being  assigned  to 
jobs  often  enough.  Then  he  sued  his 
employer  and  his  union,  complaining  he 
was  improperly  fired  and  inadequately 
represented  by  the  union  in  seeking 
reinstatement.  Now  the  U.S.  Court  of 
Appeals  for  the  Fifth  Circuit  has  upheld 
a  jury's  decision  in  his  favor.  The  court 
reasoned  that  such  incidents  were  com- 
mon along  the  Tampa  waterfront.  Dis- 
senting, one  appellate  judge  wrote  that 
instead  of  punishing  the  man  for  commit- 
ting a  crime,  "our  judicial  system  re- 
wards him  with  $25,500." 

— U.S.  News  b  World  Report 

Why  No  Greats 

A  Congressman  at  a  dinner  party: 
"There's  a  very  destructive  atmosphere 
these  days,  very  destructive.  The  press 
tears  public  figures  apart,  and  then  it 
asks,  'Why  aren't  there  any  great  public 
figures?'  " 

— Elizabeth  Drew,  The  New  Yorker 


When  you  get  there,  there  isn't  any  there  there.  —Gertrude  stein 
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How  we  started  as 
number  one  in  the  Pacific 
and  why  we  still  are. 


In  1935,  Pan  Am  was 
the  first  airline  to  fly  across  the 
Pacific.  We  started  with  one  flight, 
on  our  famous  China  Clipper.  For  years,  it  was  the  only 
way  to  fly  to  the  Orient  and  South  Pacific. 

42  years  later,  many  frequent  travelers  still  consider 
it  the  "only  way"  to  fly  there.  Probably  because  we  fly  to 
more  than  15  major  cities  in  the  Orient  and  South  Pacific. 
And  totally  to  more  places  in  the  Pacific  from  the  U.S. 
than  any  other  airline.  Not  to  mention  that  every  flight 
across  the  Pacific  is  a  comfortable  and  spacious  747  or 


747  SP.  (Which  also  means  there's  plenty  of  room  for  your 

cargo.) 

And  because  we  have  so  many  non-stop  flights,  no 
matter  where  you  live  in  America  you're  probably  just  one 
stop  away. 

The  only  non-stop  to  Hong  Kong. 

We  have  3  non-stop  747  SPs  a  week  from  San  Fran- 
cisco to  Hong  Kong.  And  all  our  flights  continue  on  to 
Bangkok.  (There's  also  daily  one-stop  747  service  from 
New  York  and  San  Francisco.) 

3  non-stops  a  day  to  Tokyo. 

We  have  the  only  non-stops  to  Tokyo  from  New  York 
and  Los  Angeles.  We  also  have  a  non-stop  every  day  from 
San  Francisco  and  another  flight  from  Los  Angeles  which 
makes  one  stop  in  Honolulu. 

And  once  you  arrive  in  Tokyo  we  have  continuing 
service  to  Osaka  or  Hong  Kong.  Or  we'll  arrange  conve- 

*  Service  to  Melbourne  3  times  a  week. 


nient  connections  to  most  other  major  cities  in  the  Orient. 
The  only  non-stop  to  Auckland.  And  the  only 
non-stop  back  from  Sydney. 

We  have  5         non-stop  flights  a  week  from 
the  West  Coast  to  Auckland.  Each  continues  on  to 

Sydney  and  Mel- 
bourneTAnd  when' 
you're  returning,  we 
have  the  only  non-stops  from  Australia  and  New  Zealand 
to  the  West  Coast. 

Take  advantage  of  our  "Executive  Express." 

Together,  Pan  Am  and  American 
Express,  developed  the"Executive 
Express" service  to  the  Pacific. 

It  was  designed  especially  for  the 
business  traveler  who  wants  the  best  in| 
hotel  comfort,  value,  and  service. 
(That's  why  we  chose  Inter-Continen- 
tal* and  Hilton  International  Hotels.) 
The  value  vouchers  included  in  "Exec- 
utive Express"entitle  you  to  many  extra} 
and  preferred  service  from  the  hotels. 

And  for  those  going  to  the 
Orient,  for  a  little  extra  we'll  make  up 
your  own  business  card  in  Chinese  and 
Japanese.  (A  small  price  to  pay  for  the 
big  impression  it  will  make.) 

Naturally,  you  can  charge  your 
trip  on  the  American  Express*  Card. 
It's  welcomed,  you  know,  everywhere  ir 
the  Orient  and  Pacific.  Of  course,  you 
can  also  extend  payment  on  your  Pan 
Am  trip  with  the  American  Express 
Card  "Sign  and  Fly'^plan.  The  American  Express  Card. 
Don't  Leave  Home  without  it.SM 

In  case  you  don't  have  a  card,  now's  the  time  to  make 
all  your  future  travels 
a  lot  more  convenient. 
And  the  costs  a  lot  easier 
to  manage.  Just  pick  up 
an  application  wherever 
the  American  Express 
Card  is  welcomed. 

For  more  informa- 
tion and  reservations,  see  your  travel  agent  or  your 
corporate  travel  manager. 


America  s  airline  to  the  world. 


Ask  your  travel  agent  about  Pan  Am's  one-stop  service  from  San  Francisco  to  Singapore. 


Forbes 

Checked  Your  "Contribution"  Lately? 

It's  political  dynamite  ever  to  say  no  to  all  those  elderly  voters, 
so  Social  Security  taxes  are  going  up  and  up  and  up. 


By  JOHN  BERRY 

The  Social  Security  system  is  about  to 
get  its  latest  quick  fix.  A  House-Senate 
conference  will  convene,  probably  in 
January,  to  set  the  exact  terms,  but  the 
basic  point  is  already  clear:  Payroll  taxes 
are  going  up,  and  they  will  be  going  up 
more  than  is  really  necessary. 

This  fix  is  needed  because  of  atrocious- 
ly bad  past  estimates  of  present  benefit 
costs,  because  of  recent  recessions  which 
knocked  revenues  into  a  cocked  hat, 
and,  most  of  all,  because  Congress  can- 
not come  to  grips  with  the  all-powerful, 
and  durable,  myths  surrounding  the  sys- 
tem. What  are  those  myths?  That  the 
Social  Security  system: 

•  Is  an  insurance  scheme  in  which 
individuals  make  "contributions"  enti- 
tling them  to  future  benefits  commensu- 
rate with  their  payments. 

•  Benefits  are  not  related  to  need. 

•  Recipients  are  uniformly  poor  and 
in  need  of  added  assistance. 

The  fact,  of  course,  is  that  Social  Secu- 
rity operates  strictly  on  a  pay-as-you-go 
basis,  something  no  insurance  company 
could  get  away  with  doing.  This  year,  as 
in  the  last  two,  more  is  going  out  than  is 
coming  in.  Obviously,  more  income  is 
needed,  and  that  means  higher  taxes. 
But  Congress  is  planning  not  just  more 
but  many  more  tax  hikes  to  pay  for  large 
future  benefit  increases. 

If  Congress  were  to  set  aside  some  of 
these  Social  Security  myths,  and  funda- 
mentally reexamine  what  the  system  is 
all  about,  it  probably  would  be  financed 
more  fairly.  Benefits  would  be  lower  in 
(the  years  ahead  than  now  planned,  but 
tso  would  everyone's  "contribution."  As 
[matters  now  stand,  the  system  threatens 
ko  become  so  large  in  the  future  that,  in 
the  opinion  of  many  experts,  it  actually 
kvill  endanger  the  existence  of  many  pri- 
vate pension  plans. 

I  The  "insurance"  myth  originated  with 
[the  need  to  distinguish  Social  Security 
[benefits  from  charity  or  welfare.  To  be  so 
[poor  as  to  need  a  public  or  private  hand- 
hut  has  always  been  widely  regarded  by 
Kmerieans  as  being  the  mark  of  someone 
loo  lazy  or  shiftless  to  help  himself.  To 
liscape  this  stigma,  Social  Security  bene- 
t  its  had  to  be  paid  "as  a  matter  of  right.  " 
However,  its  New  Deal  architects  re- 


alized that  the  system  could  not  really 
accomplish  its  basic  task  of  supplement- 
ing the  incomes  of  retired  workers  if  it 
followed  strict  insurance  accounting 
principles:  it  had  to  meet  the  test  of 
"social  adequacy"  as  well.  That  meant 
that  while  benefits  were  to  be  linked  to 
payments,  on  retirement  low-paid  work- 
ers would  have  a  larger  proportion  of 


their  earnings  replaced  by  Social  Securi- 
ty than  would  more  highly  paid  workers. 

Over  the  years,  Congress  has  loudly 
proclaimed  that  Social  Security  is  not 
and  must  never  become  a  welfare  sys- 
tem— that  is,  "needs  related."  Yet  it  has 
based  many  of  its  decisions  on  the  fact 
that  many  of  the  elderly  need  more  than 
they  are  getting.  Minimum  benefit  lev- 


Who  Shall  Foot  The  Bill? 

Under  present  law  Social  Security  taxes  will  double  in  the  next  ten  years 
but  still  leave  the  trust  underfunded.  A  House-passed  bill  would  triple  the 
tax  bite,  hitting  employers  and  employees  equally. . . 


PRESENT  LAW 


1977 


. .  .The  Senate  wants  to  boost  the  fund  by  roughly  the  same  dollar  amount, 
but  the  load  would  fall  more  heavily  on  employers  than  workers,  poten- 
tially quintupling  employer  payments  in  high-pay  industries. 
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WHAT  EMPLOYER  AND  EMPLOYEE 
WOULD  EACH  PAY  UNDER  THE 

SENATE  BILL 
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els,  in  particular,  have  been  raised  solely 
on  the  grounds  of  need.  There  is  even  a 
special  minimum  benefit,  higher  than 
the  normal  one,  for  workers  who  have 
paid  payroll  taxes  for  many  years  but  on 
very  low  salaries.  Need,  too,  is  the  only 
reason  that  a  retired  couple  with  the 
same  earnings  history  usually  gets  half 
again  as  much  as  a  single  individual. 

In  short,  there  is  about  as  much  re- 
semblance between  Social  Security  re 
tirement  benefits  and  insurance  as  there 
is  between  a  bicycle  and  a  Ferrari. 

Employees  and  employers  alike  are 
paying  payroll  taxes  this  year  of  5.85%  on 
earnings  up  to  $16,500,  or  a  maximum  of 
$965.25.  Someone  who  is  self-employed 
pays  7.9%,  or  a  maximum  of  $1,303.50. 
Planned  rate  increases  and  wage  infla- 
tion will,  under  present  law,  double 
those  maximums  in  the  next  ten  years. 

But  even  that  doubling  will  not  be 
enough  to  cover  the  huge  longer-term 
deficits  now  in  view.  The  House  has 
responded  by  passing  a  bill  that  would 
more  than  triple  payroll  taxes  in  the 
coming  decade  for  both  employees  and 
employers  and  for  the  self-employed. 
The  added  tax  take  would  be  $22.6  bil- 
lion by  1983.  The  Senate,  taking  a  differ- 
ent tack,  would  not  increase  taxes  as 
much  for  employees  and  the  self-em- 
ployed. Instead,  the  Senate  bill  would 
really  sock  it  to  employers,  with  the  tax 
rising  to  $5,287.50  in  1986  on  wages  of 
$75,000  or  more. 

Since  the  payroll  tax  is  just  another 
labor  cost  of  employers,  the  inflationary 
implications  of  these  increases  are  obvi- 
ous. So  are  the  consequences  for  lower 
take-home  pay  for  employees.  The  Car- 
ter Administration  is  already  talking 
about  cutting  income  taxes  in  1978,  in 


part  because  of  the  need  to  offset  this 
drop  in  consumer  buying  power. 

While  the  cost  of  paying  blind  obei- 
sance to  Social  Security  myth  rises,  ex- 
pert counsel  is  available  from  people 
whose  thinking  is  not  similarly  bur- 
dened. One  of  them,  William  C.  Hsiao, 
a  Harvard  economist,  conducted  a  study 
of  Social  Security  for  Congress,  which 
has  managed  studiously  to  ignore  his 
recom  mendations . 

Hsiao's  study  questioned  the  key  as- 
sumption of  both  the  Administration  and 
Congress — that  Social  Security  should 
continue  to  replace  about  44%  of  an  indi- 
vidual's average  lifetime  earnings  upon 
retirement.  (That  is,  earnings  as  report- 
ed to  Social  Security  for  tax  purposes.) 
As  real  wages  rise  over  time,  this  as- 
sumption means  that  the  real  standard  of 
living  of  beneficiaries  would  rise  at  the 
same  rate. 

This  is  an  extraordinarily  expensive 
promise  to  future  beneficiaries.  With  its 
pay-as-you-go  status,  today's  workers 
pay  for  the  retirement  of  yesterday's 
workers.  That  fact,  coupled  with  the  big 
drop  in  births  in  recent  years,  means 
that  shortly  after  the  turn  of  the  century 
the  Social  Security  tax  will  be  approach- 
ing 20%  of  total  covered  payrolls.  Will 
workers  in  the  next  century  be  willing  to 
pay  that  much? 

"In  our  constantly  changing  society 
and  economy,  the  public  interest  can 
best  be  served  by  a  system  with  built-in 
margins  that  will  permit  measured  re- 
sponse to  the  needs  of  an  uncertain  fu- 
ture," says  Hsiao.  His  prescription: 
Promise  less  now  and  provide  more  than 
that  only  if  "current  economic,  demo- 
graphic and  social  conditions"  permit. 
"It  is  much  easier  to  expand  than  to 


contract  a  government  program,"  he 
warns. 

The  bills  now  pending  in  the  House 
and  Senate  have  provisions  that  elimi- 
nate at  least  one  past  mistake,  the  double 
indexing  of  benefits  for  inflation.  But 
they  replace  it  with  a  form  of  wage- 
indexing  that  incorporates  the  expensive 
44%  replacement  assumption.  Hsiao's 
approach  would  leave  room  for  discre- 
tionary benefit  increases  for  all  retirees, 
instead  of  just  for  those  newly  retired. 

Most  important,  Hsiao's  approach 
would  reduce  chances  of  an  intergenera- 
tional  political  battle  in  the  years  ahead. 
People  making  retirement  plans  now  are 
entitled  to  count  on  Social  Security 
benefits  of  a  certain  level.  It  would  not 
be  fair  to  change  that  level  abruptly,  and 
that  means  promises  about  future  bene- 
fits must  be  weighed  carefully  today. 

But  today's  politics  keep  getting  in  the 
way  of  a  reasoned  approach.  For  in- 
stance, with  conservative  Representa- 
tives William  Ketchum  of  California  and 
Barber  Conable  of  New  York  leading  the 
way,  the  House  voted  to  remove  alto- 
gether the  present  retirement  test  after 
1981.  This  year,  for  instance,  if  a  recipi- 
ent earns  more  than  $3,000,  his  benefits 
are  reduced  $1  for  each  $2  earned.  If  he 
is  72  years  old,  his  benefits  are  not  cut 
regardless  of  earnings.  The  Senate  bill 
would  jump  the  amount  to  $4,500  next 
year  and  to  $6,000  in  1979,  and  would 
drop  the  exempt  age  to  70.  That  would 
cost  $2.7  billion. 

Conservatives  would  like  to  drop  the 
test  because  then  the  system  becomes 
more  like  an  insurance  scheme,  some- 
thing they  favor.  Liberals  are  for  drop- 
ping it  simply  because  they  want  to  pay 
more  to  needy  recipients.  It  is  a  costly 
way  of  helping  the  needy,  though,  be- 
cause in  fact  it  helps  everyone.  Some 
members  of  Congress,  for  example,  who 
are  entitled  to  benefits  because  of  work 
in  other  jobs  would  get  their  $57,500 
salaries  and  Social  Security  benefits  as 
well.  So  would  many  doctors  and  lawyers 
and  other  highly  paid  professionals. 

Never  mind  that  this  is  grossly  ineffi- 
cient, that  higher  benefits  would  flow  to 
many  who  do  not  need  them.  The  alter- 
native would  be  to  suggest  higher  bene- 
fits be  paid  under  the  Supplemental  Se- 
curity Income  program,  the  federal 
welfare  program  for  the  elderly.  But,  no, 
that's  welfare,  and  there  is  a  needs  test. 
But  isn't  Congress  about  to  eliminate  the 
retirement  test  largely  on  the  grounds 
that  its  retired  constituents  need  more 
money?  Yes,  but  that's  different,  or  so 
goes  the  myth  of  Social  Security. 

This  is  the  way  Social  Security  tax  and 
benefit  decisions  have  been  made  for  at 
least  the  last  two  decades.  Raising  bene- 
fits is  great  politically,  and,  so  far,  raising 
payroll  taxes  has  been  a  snap.  Have  you 
checked  the  size  of  your  "contribution" 
lately?  ■ 


Myth  And  Reality 

Any  resemblance  between  Social  Security  retirement  benefits  and  insurance 
is,  as  fiction  writers  say,  purely  coincidental.  Medicare,  disability  protection, 
death  benefits  and  payments  to  survivors  all  could  be  considered  like  insur- 
ance, but  not  those  retirement  checks. 

A  65-year-old  worker  retiring  next  Jan.  1  might  well  have  been  paying 
payroll  taxes  since  the  Social  Security  system  was  created  in  1937.  If  the 
worker  had  earned  the  maximum  on  which  tax  was  due  each  year — $3,000  in 
1937,  on  which  both  employee  and  employer  paid  $30;  $16,500  in  1977,  on 
which  they  paid  $965.25 — the  40  years  of  taxes  would  total  $17,456.70. 
Suppose  those  payments  had  been  invested  as  they  were  made,  and  earned  a 
return  at  prevailing  passbook  savings  account  rates.  This  worker's  Social 
Security  account  would  be  worth  roughly  $28,000  today. 

What  would  $28,000  buy  in  the  way  of  an  annuity  in  the  private  sector? 
About  $230  a  month  for  a  man  who  is  65,  and  only  $215  for  a  woman  the  same 
age.  But  what  will  this  worker's  Social  Security  benefit  be  in  January?  If  the 
worker  is  single,  $459.80  a  month.  If  married,  the  check  could  be  $689.70. 

These  figures  are  all  for  someone  who  has  earned  the  maximum  covered  by 
Social  Security.  For  less-well-paid  workers,  who  have  a  larger  share  of  their 
average  lifetime  earnings  replaced  by  Social  Security,  the  discrepancy  be- 
tween it  and  insurance  is  much  greater  And,  of  course,  if  the  worker  who  is 
about  to  retire  had,  through  the  years,  been  buying  disability  coverage  and  all 
the  other  protection  Social  Security  provides,  that  $28,000  kitty  might  not  be 
there  at  all.— J.B. 
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Salesmen  In  The 
Operating  Room 

It's  an  old  practice.  Only  the  question 
about  its  propriety  is  new. 


A 


Later  this  month  the  Medical  Practice 
Task  Force  of  the  New  York  State  As- 
sembly is  scheduled  to  open  public  hear- 
ings on  charges  that  some  salesmen  of 
surgical  instruments  and  devices  who 
show  up  in  operating  rooms  have  actual- 
ly taken  part  in  surgery.  One  spokesman 
for  the  task  force  has  indicated  that  a 
thorough  investigation  could  uncover 
hundreds  of  such  cases. 

Public  admissions  of  that  kind  are  all  but 
guaranteed  to  cause  a  sensation.  A  few 
weeks  ago  in  an  indictment  handed  down 
by  a  Suffolk  County  (Long  Island)  grand 
jury  against  two  surgeons,  it  was  charged 
that  one  William  MacKay,  who  never  got 
past  the  eighth  grade,  was  summoned 
from  a  golf  course  by  the  two  alarmed 
surgeons  to  salvage  a  botched  hip-joint 
implant.  A  simultaneous  announcement 
by  the  State  Assembly  Task  Force  claimed 
a  dozen  such  incidents,  including  one  in 
which  a  salesman  worked  a  stuck  drill  out 
of  a  patient's  skull. 

New  York  newspapers  and  national 
i  magazines  made  the  most  of  the  story. 
"Salesman  Drilled  Into  Patient's  Skull 
i To  Show  A  Surgeon  How  It  Should  Be 
Done,"  read  one  New  York  Post  head- 
line. Time  magazine  called  it  "Amateur 
Hour"  in  a  two-column  story.  Newsweek 
^described  at  length  MacKay's  alleged 
■  participation  in  the  implant  operation. 

The  $400-million  orthopedic  surgical 
(device  and  instrument  industry  needs 
jsuch  publicity  like  it  needs  a  hole  in  the 
Lhead.  The  effect  on  malpractice-scared 
doctors  alone  could  be  devastating.  Says 
iNew  York  lawyer  Allan  White,  a  special- 
list  in  medical  malpractice  law,  "If  the 
(hearings  turn  into  a  sensation,  doctors 
i will  be  loathe  to  have  these  salesmen  in 
(the  operating  room."  Another  lawyer, 
■William  Kramer,  an  authority  on  medi- 
ji-al  malpractice  law,  says  similarly,  "In 
lease  of  a  malpractice  suit,  it  might  ap- 
Ifoear  that  the  doctor  had  a  salesman  there 
because  he  wasn't  sure  of  himself. 
E  That  would  obviously  be  bad  news  for 
companies  like Zimmer-USA,  Inc.,  a  sub- 
sidiary of  Bristol-Myers  Corp.  (it  was 
Shimmer  equipment  that  MacKay  was 
■I'lling  through  one  of  its  regional  distrib- 


utors); AMSCO/Hall  Surgi- 
cal, a  division  of  American 
Sterilizer  Co.,  and  Pfizer, 
Inc.'s  Howmedica  subsid- 
iary. All  of  them  and  others 
sell  innovative  products, 
from  Zimmer's  artificial  hip  and  knee 
joints  to  AMSCO/Hall  s  air-powered  or- 
thopedic drills,  through  so-called  "detail 
men  who  frequently  attend  surgery  as 
part  of  their  normal  selling  process. 

But  more  than  these  companies'  self- 
ish interests  are  at  stake.  If,  in  the  wake 
of  public  hearings,  salesmen  were  barred 
from  operating  rooms,  it  would  have  a 
chilling  effect  on  surgeons'  willingness  to 
try  new  procedures  with  new  devices.  It 
is  patently  self-serving  of  doctors — to  say 
nothing  of  the  companies  that  make  such 
devices — to  argue  that  point,  but  it  is  a 
point.  The  main  reason  salesmen  are  in 
an  operating  room,  says  Leon  C.  Hirsch, 
president  of  United  States  Surgical 
Corp.,  "is  to  have  a  guy  around  who 
understands  the  equipment."  Spokes- 
men in  the  surgical  device  industry  can- 
didly say  their  salesmen  are  there  a)  in 
case  something  goes  wrong  with  new 
equipment,  b)  to  demonstrate  their 
sometimes  innovative  devices  to  operat- 
ing room  technicians,  c)  to  prepare  their 
devices  for  surgery  and  d)  to  offer  verbal 
assistance  to  surgeons  who  may  be  using 
their  devices  for  the  first  time. 

Forbes  has  no  special  insight  into 
how  the  law  will  sort  out  the  rights  and 
wrongs  of  the  practice  of  salesmen  at- 
tending operations,  but  we  do  know  that 
it  is  an  old,  accepted  one  in  U.S.  hospi- 
tals. For  one  thing,  the  1976  annual  re- 
port of  Hirsch  s  U.S.  Surgical  Corp.  con- 
tains paragraphs  on  the  practice  and 
even  has  photographs  of  its  salesmen 
"scrubbing  up"  before  entering  hospital 
operating  rooms. 

According  to  Hirsch  there  is  a  lot  to  be 
said  for  having  his  salesmen  at  surgery. 
"Do  you  realize  what  terrible  financial 
shape  most  hospitals  are  in?"  he  asks. 
"We  spend  up  to  $10,000  training  each 
of  our  salesmen.  They  are  tested  for  an 
hour  each  day  against  a  90%  passing 
grade  during  a  six-week  training  course. 


It's  like  going  to  Harvard.  Before  we  are 
finished  with  them,  20%  have  flunked 
out.  Our  salesmen  are  ancillary  techni- 
cians that  a  hospital  doesn't  have  to  pay." 

But  if  the  training  at  U .  S .  Surgical  is  like 
going  to  Harvard,  becoming  a  surgical 
supply  salesman  at  other  companies  might 
not  necessarily  be  the  same.  A  Zimmer 
salesman,  for  example,  is  usually  hired  by 
one  of  its  distributors.  After  a  three-month 
period  of  making  the  rounds  with  an 
established  veteran,  the  trainee  is  given  a 
one-week  intensive  course  on  the  full 
Zimmer  distribution  line — thousands  of 
different  products,  from  surgical  saws  to 
prosthetic  knees.  His  next  step  is  to  begin 
selling  and  demonstrating  those  devices  to 
surgeons. 

Of  course,  many  doctors  learn  about 
new  surgical  techniques  at  training  semi- 
nars using  animals.  Sometimes,  howev- 
er, a  doctor  will  be  instructed  on  a  new 
device  by  a  salesman  at  his  own  hospital 
using  cadavers,  animal  bones  or  foam- 
rubber  body-part  replicas  especially  de- 
signed for  the  purpose. 

In  any  case,  few  doctors  are  so  adept 
with  their  new  equipment  the  first  time 
they  use  it  on  a  patient  that  they  don't 
want  their  salesman/tutor  with  them  in 
the  operating  room. 

Lawyer  William  Kramer  says  the  solu- 
tion is  to  have  each  doctor  and  technician 
so  well  trained  on  each  new  device  that 
no  such  supervision  is  needed.  Hirsch  of 
U.S.  Surgical  argues  that  would  be  pro- 
hibitively expensive.  Instead,  he  sug- 
gests that  surgical  supply  salesmen  be 
licensed  to  attend  surgery. 

Clearly,  the  appropriateness  of  sales- 
men being  in  an  operating  room  is  one 
more  conflict  of  priorities  in  modern  life. 
Sadly  for  patients,  for  doctors  and  for  the 
surgical  device  and  instrument  industry, 
there  is  a  danger  that  the  issue  may  be 
resolved  in  a  trial  by  headline  before  it 
can  be  resolved  bv  reason.  ■ 
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Cloud  Over 

The  Superdome  

The  Superdome  is  a  financial  scandal.  Profit-minded 
Hyatt  Corp.  may  make  things  a  little 
better,  but  not  all  that  much. 


The  best-known  way  for  a  city  to  get 
itself  into  endless  wrangles  is  to  build  a 
huge  municipal  facility  at  an  exorbitant 
cost.  Then  the  arguments  can  go  on  for 
decades  about  a)  whose  fault  was  it,  and 
b)  what's  the  best  way  to  stanch  the 
bleeding. 

For  a  case  in  point,  take  New  Orleans' 
Superdome. 

The  Superdome,  the  world's  largest 
(95,000  spectators)  domed  stadium,  is 
now  two  years  old  and  a  flop  on  just 
about  every  count.  It  cost  $163  million  to 
build — as  compared  to  the  $35-million 
estimate  New  Orleanians  were  given  in 
1966.  That  monstrous  total  is  over  five 
times  the  cost  of  Houston  s  66,000-seat 
Astrodome,  completed  in  1965.  But,  you 
object,  there  has  been  lots  of  inflation 
since  then.  Yes,  there  has;  but  the  Su- 
perdome still  cost  almost  three  times  as 
much  as  Seattle's  75,000-seat  Kingdome, 
completed  only  last  year.  The  Super- 
dome  s  operating  loss  last  year  was  $5.5 
million,  while  the  debt  service  on  the 
debt  runs  to  $10  million  every  year. 

Frantic  at  the  losses,  the  state  politi- 
ians  who  have  been  operating  the 
Dome  decided  to  try  business  manage- 
ment. There  was  an  obvious  candidate. 
Just  -100  yards  from  the  air-conditioned 
bubble  is  the  1,200-room,  $65-million 
Hyatt  Regency  New  Orleans,  run  by 
Chicago's  Hyatt  Corp.,  a  $333-million 
(revenues)  company  last  year,  with  earn- 
ings of  $8  million.  It  made  simple  good 
sense  for  Hyatt  to  protect  its  own  com- 
mitment by  giving  a  hand  to  its  troubled 
neighbor.  So  in  July  Hyatt  Management 
Corp.,  in  the  person  of  Denzil  Skinner, 
50.  who  had  managed  the  Market  Square 
Arena  in  Indianapolis  for  4lA  years,  took 
charge  of  the  Superdome. 

The  day  before  Skinner  arrived  the 
state  threw  out  the  engineering  contrac- 
tor, Building  Engineering  Services 
(which  is  now  trying  to  get  damages  from 
the  state  of  Louisiana).  Last  month,  after 
Superdome  Services,  Inc.,  the  mainte- 
nance and  security  contractor,  tried  to 
get  a  court  injunction  barring  the  break- 
ing of  their  contract,  Louisiana  Attorney 


General  William  Guste  stepped  in  on 
Hyatt's  side  and  evicted  SSI.  None  of 
which  seemed  to  bother  Skinner,  who 
recalls:  "We  canceled  the  contracts  and 
told  them  we  d  see  them  in  court." 

Costly  as  the  court  battles  may  get, 
they  can't  hold  a  candle  to  the  contracts. 
Their  cost-plus  basis  made  it  profitable 
to  run  up  expenses.  As  a  1976  Arthur  D. 
Little  report  said,  "It  would  be  difficult 
to  design  contracts  more  destructive  to 
effective  management  than  those  in  force 
today  at  the  Dome. 

It  was  much  more  than  a  mere  ques- 
tion of  bloated  costs.  Promoters,  for  ex- 
ample, had  to  deal  with  several  different 
contractors  to  arrange  for  events.  Skin- 
ner finds  this  inconceivable:  "The  aver- 
age promoter  is  used  to  picking  up  the 
phone  and  striking  a  deal.  Promoters 
don't  want  to  be  told  to  do  things  differ- 
ently just  because  it's  the  Superdome. 
They  re  creatures  of  habit  like  the  rest  of 
us.  But  here  the  building  people  were 
telling  him  they  had  no  responsibility  for 
anything." 

The  former  managers  were  lax  about 
little  things  as  well.  In  July,  for  example, 
they  had  to  pay  over  $1,000  in  late 
charges  because  they  had  somehow  for- 
gotten to  pay  their  utility  bills  for  six 
months.  Small  wonder,  then,  that  the 
Superdome  costs  $26,000  a  day  to  main- 
tain whether  used  or  not,  compared  with 
$12,000  for  the  more  streamlined 
Astrodome. 

Skinner  vows  he  s  going  to  change  all 
that.  He  plans  to  cut  costs  by  $2  million 
the  first  year  and  bring  in  $1  million 
more  in  revenues  from  additional 
events.  "That's  a  $3-million  turn- 
around, he  beams.  "People  say  I'm 
nuts.  But  Hyatt's  reputation,  and  my 
career,  are  on  the  line." 

Therein  may  also  lie  the  seeds  of  fu- 
ture trouble.  According  to  Hyatt  Man- 
agement's contract  with  the  state,  Hyatt 
is  entitled  to  get  30%  of  any  reduction  of 
the  $5.5-million  operating  deficit.  If 
Skinner  can  carry  off  that  swing  of  $3 
million,  Hyatt  stands  to  make 
$900,000— even   though   the  taxpayers 


Domed  In:  It  costs  New  Orleans 
$26,000  a  day  just  to  open  the  doors 
of  its  new  but  ailing  Superdome. 


get  very  little  relief  from  the  burden  of 
operating  deficit  plus  debt  service.  That 
will  be  an  irresistible  magnet  for  future 
political  outcries. 

The  ultimate  problem  with  the  Super- 
dome  is  not  only  that  it  was  exorbitantly 
costly  to  build,  but  also  that  it  was  ill- 
conceived  from  the  start.  The  kind  of 
event  that  will  make  money  for  the  Su- 
perdome is  not  the  kind  of  event  that  will 
keep  a  gaggle  of  tourists  in  town  for  a 
week  riding  the  paddle  wheel  sight-see- 
ing boats  and  stuffing  themselves  at  An- 
toine's  and  other  French  Quarter  bis- 
tros. The  most  profitable  deals  for  the 
Superdome  are  large  entertainment 
events  like  the  recent  Linda  Ronstadt 
rock  concert;  but  the  audience  spent  lit- 
tle in  the  city. 

The  Arthur  D.  Little  report  estimated 
that  entertainment  events  this  year 
would  bring  in  $1.4  million  of  the  Super- 
dome's  total  $4.5-million  revenues — but 
the  audiences  would  spend  less  than 
$500,000  in  the  city.  By  contrast,  the 
Dome  would  make  only  $284,000  from 
conventions  and  trade  shows;  but  over- 
night conventioneers  would  spend  al- 
most $12  million  in  1977  whooping  it  up 
on  Bourbon  Street. 

The  fact  is  that  New  Orleans  is  stink 
with  the  Superdome.  The  most  one  can 
hope  for  is  that  under  new  management 
with  an  incentive  to  operate  intelligently 
the  Dome  will  at  least  lose  less.  But 
given  the  outlandish  cost  and  the  faulty 
conception,  the  best  New  Orleans  can  do 
is  make  the  best  of  a  bad  job.  ■ 
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Steel:  Biting  The  Bullet 

Bethlehem  Steel  is  facing  the  fact  that  its  reported  earnings  have  been 
grossly  overstated.  The  rest  of  the  U.S.  steel  industry  has  yet  to  do  so. 


Has  U.S.  Steel,  like  Bethlehem,  been 
overstating  its  profits  in  recent  years? 
Bracy  Smith,  U.S.  Steel's  vice  president- 
comptroller,  sadly  concedes  that  it  has. 

This  doesn't  mean  that  U.S.  Steel  is 
preparing  its  stockholders  for  the  kind  of 
blow  that  Bessie  s  stockholders  took  last 
month  when  the  number-two  steel  com- 
pany reported  a  $750-million 
writeoff  that  exceeded  by  50%  its 
pretax  earnings  for  the  previous 
two  full  years.  Bessie's  writeoff 
was  precipitated  by  the  decision 
to  close  its  vast  but  outdated 
Lackawanna,  N.Y.  mills.  Though 
U.S.  Steel  is  considering  plant 
shutdowns,  it  hopes  to  avoid  a 
closing  on  such  a  large  scale. 

But  U.S.  Steel— and  the  rest 
of  the  steel  industry — shares 
with  Bethlehem  the  kind  of  un- 
realistic bookkeeping  that  caused 
Bessie  to  take,  in  the  third  quar- 
ter of  1977,  costs  and  expenses 
that  it  ought  to  have  taken  years 
ago.  Close  to  $170  million  of  the 
writeoff  involved  the  remaining 
book  value  of  the  plant  oper- 
ations being  shut  down — sug- 
gesting that  Bessie's  bookkeep- 
ing did  not  recognize  reality  so 
far  as  obsolescence  was 
concerned. 

Nor,  it  seems,  does  U.S. 
Steel's  bookkeeping.  The  finan- 
cial figures  tell  the  tale.  In  1967, 
on  a  gross  property  account  of  $8 
billion  and  net  sales  of  $4  billion, 
U.S.  Steel  took  $357  million  in 
depreciation  and  depletion 
charges.  Last  year,  on  $12  billion 
in  plant  and  $8.6  billion  in  sales,  it 
charged  off  only  $309  million.  In  other 
words,  depreciation  fell  from  4.5%  on 
gross  plant  and  9%  on  sales  to  2.5%  on 
gross  plant  and  under  4%  on  sales. 

How  realistic  can  those  figures  be  in  a 
period  of  inflation,  when  replacement 
costs  are  constantly  climbing?  The  Qual- 
ity of  Earnings  Report  recently  per- 
formed an  interesting  dissection  on  U.S. 
Steel's  income  statement. 

In  1976,  the  report  points  out,  U.S. 
Steel  reported  earnings  of  $5.03  a  share, 
jut  had  it  used  different  bookkeeping  it 
•ould  have  shown  less  than  half  that 


amount.  The  chief  problem  with  Big 
Steel's  accounting,  the  report  says,  was 
that  it  reported  depreciation  on  a 
straight-line  basis  rather  than  on  an  ac- 
celerated basis.  It  also  flowed  through 
the  investment  credit  immediately  into 
income.  But  U.S.  Steel  used  the  more 
conservative  depreciation  method  in  re- 


porting to  Internal  Bevenue — to  lessen 
the  tax  bite.  In  effect,  U.S.  Steel  told  its 
stockholders  it  had  earned  $5.03  but 
confided  to  IRS  that  a  more  realistic- 
figure  was  substantially  less. 

Thornton  O'glove,  author  of  the  re- 
port, is  careful  to  point  out  that  U.S. 
Steel  is  hardly  unique  among  American 
corporations  in  this  double-standard  re- 
porting. According  to  Accounting  Trends 
and  TechnUfues,  a  publication  of  the 
American  Institute  of  Certified  Public 
Accountants,  a  solid  majority  of  U.S. 
companies  use  straight-line  depreciation 
for  shareholder  reporting  purposes.  (A 


majority  also  use  the  flow-through  meth- 
od for  the  investment  tax  credit.)  But 
since  steel  is  so  capital-intensive  and 
since  its  technology  has  changed  so  dras- 
tically, the  distortions  of  inflation  on  the 
profit-and-loss  statement  are  especially 
dramatic  for  this  industry. 

Forbes  asked  U.S.  Steel's  vice  presi- 
dent-comptroller whether  the 
steel  industry  has  been  hurt  by 
the  fact  that  its  profits  were  over- 
stated. Interestingly,  Bracy 
Smith  didn't  disagree.  "I  suspect 
that  it  has,  because  people  say, 
Hell.  You're  making  this  much 
money;  why  do  you  need 
more?'  "  That's  the  attitude  the 
industry  faces  when  it  tries  to 
persuade  the  government  that  it 
needs  price  relief,  or  less  rigid 
pollution-control  requirements; 
it's  also  the  attitude  the  industry 
faces  at  contract  negotiating  time 
with  its  unions. 

So  why  does  U.S.  Steel  com- 
pound the  problem  of  overstated 
earnings  by  using  straight-line 
depreciation  and  flowing 
through  the  investment  tax  cred- 
it? Smith's  reply:  We  changed  to 
those  methods  in  1968,  but 
didn't  want  to.  "We  found  our- 
selves in  a  position  where  every- 
one else  in  the  industry,  and  in- 
dustry generally,  had  departed 
from  accelerated  depreciation," 
Smith  says.  "We  looked  rather 
foolish,  socking  all  that  addition- 
al depreciation  against  our  in- 
come, and  being  compared  on  a 
completely  different  basis." 
Smith  is  right:  Nearly  every  major 
steel  company  switched  to  straight-line 
depreciation  at  some  point  in  1968.  The 
move  was  started  by  smaller  companies 
like  Armco,  which  feared  that  the  slump 
in  steel  stocks  that  year  would  create  an 
irresistible  inducement  for  high-flying 
conglomerates  to  take  them  over.  Jones 
&  Laughlin  Steel  was  snapped  up  by 
Ling-Temco-Vought;  Crucible  Steel 
merged  with  Colt  Industries,  and  Lykes 
Corp.  with  Youngstown  Sheet  &  Tube. 
Nervous  steel  managements  decided  to 
boost  reported  earnings — thereby  hope- 
fully boosting  their  stocks.  In  the  third 
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quarter,  Armco,  Inland,  Republic  and 
several  others  changed  to  straight-line 
depreciation,  and  Inland  got  an  extra 
shot  of  accounting  profits  by  switching  to 
the  flow-through  method  for  reporting 
the  investment  tax  credit  (which  Armco 
and  Republic  had  already  adopted).  The 
results  were  comforting — if  falsely  so. 
Third-quarter  reported  earnings  were 
35%  higher  for  Republic  than  they  would 
have  been  under  the  conservative  meth- 
od; for  Armco  the  figure  was  25%,  for 
Inland  30%.  The  companies  correctly 
pointed  out  that  they  were  only  follow- 
ing accounting  practices  already  used  by 
much  of  American  industry. 

The  three  biggest  companies,  U.S. 
Steel,  Rethlehem  and  National,  were 
less  concerned  about  being  taken  over, 
but  they  joined  the  switch  later  that 
year.  In  U.S.  Steel's  1968  annual  report, 
the  company  explained  to  its  sharehold- 
ers that  it  considered  the  more  conserva- 
tive practices  of  accelerated  depreciation 
and  deferred  investment  tax  credit  to  be 
"preferable. "  But  to  "enhance  the  com- 
parability of  its  financial  statements 
with  others  in  the  steel  industry  and 
U.S.  business  generally,  the  company 
would  switch  to  the  straight-line  and 
flow-through  methods.  The  two  changes, 
the  report  continued,  contributed  $1.74 
to  1968  earnings  per  share  of  $4.69 — a 
nice  boost  to  reported  profit,  but  of 
course  neither  change  added  a  penny  to 
U.S.  Steel's  cash  flow. 

U.S.  Steel's  Bracy  Smith  argues  that  it 
was  impossible  for  U.S.  Steel  to  stand 
alone  against  the  crowd  unless  it  was 


In  future,  companies  may  be  able  to 
recover  from  accounting  firms  which,  in 
their  capacity  as  management  consul- 
tants, give  advice  that  turns  out  to  be 
incorrect.  That  at  least  is  the  implication 
of  a  ruling  against  Peat,  Marwick,  Mitch- 
ell &  Co..  the  largest  accounting  firm  in 
the  world,  recently  handed  down  by  a 
West  German  court. 

Acting  on  Peat,  Marwick's  advice,  a 
German  subsidiary  of  United  Drapery 
Stores,  the  big  ($534-million  sales)  Brit- 
ish retail  chain,  acquired  Frankfurt's 
Bieberhaus  department  store  chain  in 
February  1975.  In  1976  Bieberhaus  went 
bankrupt,  which  caused  UDS  manage- 
ment to  think  in  terms  of  lawsuits. 

"Peat's  representative  partner  at  the 
discussions  always  emphasized  that  Bie- 
berhaus was  basically  sound,  that  the 
profit  margin  was  very  good  and  could  be 


willing  to  see  its  stock  suffer.  "We  would 
be  very  happy  if  they  would  make  the 
rule  that  everyone  has  to  take  acceler- 
ated depreciation  on  their  books,"  he 
says  That  would  begin  to  take  some  of 
the  screwiness  out  of  the  figures.  But 
you  can't  have  just  one  company  doing 
it."  Lee  Seidler,  a  New  York  University 
accounting  professor  and  highly  respect- 
ed authority,  sympathetically  agrees  that 
a  company  has  to  consider  the  effect  of 
its  accounting  policies  on  its  ability  to 


".  .  .  It  was  impossible  for 
U.S.  Steel  to  stand  alone 
against  the  crowd  .  .  ." 


raise  money  in  the  capital  markets.  But, 
he  adds,  "I  would  suppose  that  the  fact 
that  management  holds  stock  options 
and  things  of  that  sort  may  sway  their 
judgment." 

Smith's  point  that  it  is  difficult  to  stand 
alone  in  reporting  lower  profits  may  be 
correct,  but  the  fact  is  that  a  number  of 
large,  successful  companies  use  conser- 
vative depreciation  and/or  investment 
tax  credit  reporting  methods.  Among 
them:  E.I.  Du  Pont,  Dow  Chemical, 
Caterpillar  Tractor,  McGraw-Edison, 
Johnson  &  Johnson,  Corning  Glass.  In 
Du  Pont's  case,  using  accelerated  depre- 
ciation and  the  deferred  method  for  re- 
porting the  investment  tax  credit  made 
the  company's  1976  earnings  of  $459  mil- 
lion ($9.30  a  share)  appear  about  $150 


better  still  with  an  improvement  in  the 
liquidity  situation  because  then  it  would 
be  possible  to  obtain  much  more  favor- 
able rates  from  the  suppliers:  All  that 
this  enterprise  lacked  was  liquidity  of  at 
the  most  $3.5  million,  ruled  the  judge 
who  heard  the  case  in  Frankfurt.  A  Peat 
partner  named  Harald  Kessler  had  as- 
sured UDS  by  telex  on  Feb.  13,  1975, 
seven  days  before  the  acquisition  took 
place,  that  Bieberhaus  had  lost  roughly 
$177,000  in  1974,  the  judge  went  on. 
This  was  subsequently  discovered  to  be 
totally  incorrect,  first  by  Peat,  Marwick 
itself,  and  later  by  another  auditor. 

"After  the  acquisition  of  Bieberhaus, 
the  purchasers  [UDS]  requested  the  de- 
fendants [Peat,  Marwick]  to  prepare  the 
annual  accounts  for  1974  for  Bieber- 
haus," said  the  judge.  "In  preparing 
these  accounts  the  defendants  calculated 


million  ($3.10  a  share)  lower  than  they 
would  have  been  under  more  generous 
accounting  methods.  Apparently  Du 
Pont,  Dow  and  the  others  believe  that 
there  is  some  truth  to  the  "efficient  mar- 
ket hypothesis"  of  accounting — which 
says  that  the  stock  market  will  award  a 
premium  to  high-quality  earnings,  and 
will  take  puffed-up  earnings  with  a  grain 
of  salt.  In  the  meantime,  these  compa- 
nies can  deal  more  realistically  with  un- 
ions, government  regulators  and  the  like 
when  it  comes  time  to  discussing  their 
industries'  needs. 

If  you  factor  in  inflation,  the  steel  in- 
dustry's position  is  even  worse  than  it 
appears  in  Thornton  O'glove  s  figures. 
Professor  Seidler  has  carefully  studied 
the  steel  industry  for  the  Wall  Street 
house  of  Bear,  Stearns  &  Co.  Had  the 
steel  industry  depreciated  its  plant  on  a 
replacement  cost  basis  rather  than  on 
historical  cost,  Seidler  says,  some  of  the 
companies  would  have  been  in  the  red 
during  recent  years.  For  example,  in 
1973  U.S.  Steel  reported  earnings  of 
$367  million  (after  taxes  actually  paid  to 
the  government).  But  on  replacement 
cost  accounting,  he  says,  it  would  instead 
have  lost  $374  million.  In  short,  in  that 
year  U.S.  Steel's  depreciation  charges 
fell  $750  million  short  of  reality.  U.S. 
Steel,  in  brief,  has  been  living  off  its 
capital.  So  has  the  entire  steel  industry 
and  many  other  capital-intensive 
industries. 

Bethlehem  Steel  has  started  to  bite 
the  bullet.  The  rest  of  the  U.S.  steel 
industry  has  yet  to  do  so.  ■ 


at  the  end  of  April  1975  that  the  loss  in 
fiscal  year  1974  had  been  $3.5  million.  It 
turned  out  that  Bieberhaus  loss  in  fiscal 
1974  exceeded  $6-6  million." 

So  saying,  the  court  found  Peat  negli- 
gent on  several  counts  in  fulfilling  its 
contractual  obligations.  UDS  manage- 
ment plans  to  sue  for  "substantially 
more"  damages  than  the  $2.25  million 
awarded  so  far. 

Peat,  Marwick,  for  its  part,  is  appeal- 
ing the  ruling.  Says  P.  (Peter)  Graham 
Corbett,  senior  partner  for  Europe  of 
Peat,  Marwick,  Mitchell  &  Co.  s  conti- 
nental headquarters  in  Paris:  "ObviousK 
the  question  at  issue  is  the  nature  of  the 
job  we  were  asked  to  do.  We  were  not 
and  have  never  been  auditors  to  Bieber- 
haus. We  are  not  company  auditors  for 
UDS.  We  have  done  some  work  for 
them  over  the  years,  and  in  some  areas 
of  the  world  we  actually  did  some  audits 
for  them  as  well.  What's  unusual  about 
this  case  is  that  the  situation  arises  as  ai 
result  of  work  which  is  agreed  by  all 
sides  to  have  been  significantly  short  of 
an  audit."  Significantly  short  of  more 
than  that,  if  the  lower  court's  factual 
findings  are  sustained.  ■ 


Sue   he  Consultant? 


A  West  German  court  ruling  raises  new  questions 
about  the  responsibilities  of  accounting  firms. 
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Pumping  Money 

The  way  gas  retailer  Tom  Turner  figures  it,  no 
matter  what  anybody  says  about  an  energy  crisis, 
there  will  be  no  fewer  cars  on  American  roads. 


Tom  E.  Turner  leased  his  first  gas  sta- 
tion, just  before  the  end  of  World  War 
II,  with  $350  borrowed  from  his  employ- 
er. He  remembers  going  from  one  to  two 
stations,  with  his  wife,  Mary,  running 
the  second  one,  on  to  16  stations,  then 
60  stations.  Tom  Turner  remembers 
working  from  6:30  a.m.  to  6:30  p.m., 
then  getting  in  his  truck  and  hauling 
gasoline  around  to  other  service  stations 
in  his  expanding  chain  until  about  10 
p.m.,  and  then  going  home  to  do  the 
books  for  his  growing  business. 

"The  story  was,  Turner  recalls,  "that 
this  other  feller  was  smarter  than  I  was 
but  that  I  worked  harder.  He  had  seven 
service  stations  when  I  was  just  starting 
out.  But  he  liked  to  hunt  and  fish  and 
play  golf.  I  think  he  just  got  satisfied. 
Me,  I'm  never  satisfied."  Today,  Turner 
is  chairman  and  president  of  San  Anto- 
nio-based Sigmor  Corp.,  one  of  the  na- 
tion's largest  independent  gasoline  re- 
tailers. He  has  460  service  stations  in 
Texas  and  Louisiana  and,  at  a  time  when 
the  major  oil  companies  are  selling  off  or 
closing  service  stations,  Tom  Turner 
wants  to  buy  or  build  more  of  them  in 
Mississippi,  Alabama  and  Florida.  What 
does  he  know  that  they  don't?  For  one 
thing  how  to  build  volume.  Sigmor  gas 
stations  sell  about  108,000  gallons  each 
per  month,  compared  to  an  industry  av- 
erage of  35,000  to  40,000. 

Tom  Turner,  who  grew  up  behind  his 
family's  grocery  store  in  Ft.  Worth,  has 
!  been  right  before  in  gas  retailing.  Seven 
;  years  ago  when  price  wars  were  making 
|  it  hard  to  earn  a  buck  in  the  business, 
'Turner  hit  upon  the  idea  of  stocking  a 
few  convenience-store  items— beer,  dis- 
posable diapers,  panty  hose— near  his 
gas  pumps.  The  idea-  took  off  from  the 
ivery  first  for  Sigmor  and  is  the  trend  in 
I  convenience-store  retailing  today. 

Turner  meanwhile  keeps  on  building 
high-volume  stations — not  stores,  mind 
'you,  simply  12  to  16  pumps  and  a  money 
collection  booth.  The  way  he  figures  it, 
I no  matter  what  anybody  says  about  an 
bnergy  crisis,  there  will  be  no  fewer  cars 
i pn  American  roads.  If  others  are  closing 
*as  stations,  that  just  means  less  compe- 
ition  for  Sigmor. 

But  what  if  oil  gets  tight  again?  Tur- 
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Clever:  Tom  Turner's  convenience-store 
gas  stations  are  self-service.  "That  way 
the  customer  comes  inside,"  he  says. 


ner's  answer  is  twofold:  The  U.S.  gov- 
ernment won't  allow  the  big  companies 
to  cut  supplies  to  an  independent  mar- 
keter, and,  if  gasoline  does  become 
scarce,  it  would  only  mean  more  profit 
for  the  seller  as  it  did  when  supplies  got 
tight  in  the  embargo  period  of  1973. 

Sigmor,  named  after  Sigfried  Moore, 
the  employer  who  lent  Turner  his  grub- 
stake, has  been  one  of  the  most  profit- 
able companies  in  U.S.  industry  as  mea- 
sured in  Forbes'  Annual  Report  on 
American  Industry.  In  fiscal  1977  (ended 
last  June  30),  the  company  had  revenues 
of  $395  million  and  net  income  of  $11 
million — a  return  on  shareholders  equi- 
ty of  19%.  Nothing  shabby  about  that,  of 
course,  but  it  is  a  comedown  from  the 
46%  average  return  for  the  years  1971  to 
1975.  The  reason  for  the  decline  is  that 
Sigmor  has  poured  some  $30  million  in 
the  last  few  years  into  building  a  10,000- 
barrel-a-day  refinery. 

Since  1960.  Sigmor  has  been  the  mar- 
keter in  Texas  and  Louisiana  of  Diamond 


Shamrock  Corp.'s  Shamrock  brand  gaso- 
line. With  Sigmor's  volume  now  outrun- 
ning Shamrock's  ability  to  supply,  Tur- 
ner has  been  buying  about  40%  of  his 
needs  on  the  open  market.  The  refinery 
now  gives  Sigmor  the  flexibility  of 
buying  either  product  or  crude  oil.  It 
also  gives  the  company  a  stake  in  the 
U.S.  government's  entitlements  pro- 
gram— payments  from  major  compa- 
nies— and  a  sniff  at  the  profit  in  refining. 
"That's  good  business,"  says  Tom  Turner 
dryly.  "You  make  naphtha  for  29  cents  a 
gallon  and  turn  it  into  gasoline  worth  36 
or  37  cents  a  gallon,  for  an  added  cost  of 
llA  to  IV2  cents." 

The  refinery,  he  explains,  is  going  to 
be  a  major  factor  in  making  fiscal  1978  a 
very  good  year  for  Sigmor — "substantial- 
ly over  $3  a  share"  (compared  with  $2.43 
in  the  last  fiscal  year). 

But  the  refinery,  which  could  get  up 
to  50,000  barrels  a  day  eventually,  is  not 
going  to  become  Sigmor's  main  business 
any  more  than  his  drill  pipe  supply 
business  (15.4%  of  revenues,  16%  of 
pretax  income  last  year)  or  his  trucking 
business  (3%  of  revenues,  11.7%  of  in- 
come). The  main  business  will  be  retail- 
ing. While  the  majors  earn  only  1  1 
to  2  cents  a  gallon  at  the  gasoline  pump, 
Sigmor  makes  3  cents  to  3.5  cents  a 
gallon  net. 

How  does  Sigmor  do  it?  Well,  part  of 
the  answer  of  course  is  volume  purchas- 
ing, of  antifreeze  and  lube  oil  as  well  as 
gasoline,  beer  and  toothpaste.  "We're 
the  K  mart  of  the  independents,"  Turner 
says.  Another  part  of  the  answer  is  a 
strict  watch  over  costs  and  volumes  at 
the  stations,  in  a  business  where  the 
disappearance  of  half  a  shipment  of  gaso- 
line is  not  unknown. 

For  a  man  who  came  to  San  Antonio 
in  1937  with  an  eighth-grade  education, 
no  money,  a  wife  and  two-year-old  son 
(Tom  Jr.,  who  is  today  group  vice  presi- 
dent for  Sigmor's  gasoline  business), 
and  took  a  $10-a-week  job  in  Sig 
Moore's  gas  station,  Turner  has  done  all 
right.  Today,  he  is  one  of  San  Antonio's 
richest  men.  He  and  Mary  Turner  own 
some  76%  of  Sigmor's  4.6  million 
shares,  worth  $58  million.  Although  he 
owns  one  of  the  biggest  homes — a  bit 
away  from  the  "best"  section  of  town — 
he  frequents  no  country  clubs,  munches 
no  fancy  lunch.  "I'd  rather  sit  down 
with  a  beer  and  a  taco  with  one  of  my 
station  managers,"  he  says  in  his  best 
"country"  manner. 

Nor,  at  64,  has  Tom  Turner  any  plans 
to  step  away  from  his  business,  which  is 
clearly  more  fun  to  him  than  hunting, 
fishing — or  anything — ever  could  be.  ■ 
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What  Bear  Market? 


Nugget  Finder:  The  stock  market  may  be  sluggish,  but  Stephen  Lieber  has  been 
earning  fancy  returns  with  fast-growing  little  companies  that  he  spotted  early. 


Hot  stocks,  anyone?  The  way  the  stock 
market  has  been  lately,  even  a  lukewarm 
issue  is  hard  to  find.  But  Stephen 
Lieber,  president  of  the  New  York  Stock 
Exchange  firm  of  Lieber  &  Co.,  can 
boast  of  having  found  quite  a  few  sizzling 
little  numbers  in  the  past  year  or  two. 
Lieber's  Evergreen  Fund  was  up  28.4% 
in  the  year  ended  last  Sept.  30 — a  period 
in  which  the  Dow  Jones  industrials  were 
down  14.5%,  and  the  Standard  &  Poor's 
500  index  was  down  8.3%. 

Lieber  has  always  had  a  bit  of  a  knack 
for  finding  successful  small  companies 
before  anyone  else  does.  He  took  a  liking 
to  Fairchild  Camera,  for  instance,  back 
in  the  late  1950s  just  prior  to  its  big 
splash  in  semiconductors,  and  stopped 
liking  it  well  before  it  became  plain  that 
competition  in  that  industry  was  turning 
ruinous.  He  and  an  associate  discovered 
Digital  Equipment  when  it  was  still  a 
privately  controlled  enterprise  backed 
by  a  publicly  held  venture  capital  firm, 
American  Research  &  Development. 
Lieber  correctly  surmised  that  American 
Research  would  spin  off  Digital  at  some 
point  in  the  future,  so  they  recommend- 
ed purchase  of  American  Research  as  a 
way  to  buy  Digital — a  mighty  profitable 
decision,  as  things  turned  out,  for  those 
who  took  the  advice. 

In  today's  kind  of  market,  where  the 
Digital  Equipments  are  few  and  far  be- 
tween, Lieber  finds  there  are  still  big 
rewards  in  picking  the  right  little  compa- 
nies. "One  of  our  pleasures  here  is  see- 
ing what  percentage  of  the  portfolio  se- 
curities that  we  have  bought  turn  out  to 
be  acquired  by  other  companies," 
Lieber  says  with  a  contented  smile. 
Among  the  stocks  that  he  recently  parted 
with  at  nice  premiums  offered  by  bigger 
companies:  Eason  Oil,  Production  Oper- 
ators, Kewanee  Oil,  Vetco,  S&S  Corp. 
and  American  Buildings. 

An  erudite,  precise-speaking  man, 
Lieber  got  into  the  securities  business  in 
1948  while  taking  a  year  off  from  gradu- 
ate studies  in  philosophy  at  Harvard 
University.  He  was  offered  a  full-time 
job  as  a  securities  analyst,  and  decided  to 
take  it.  "I  became  intrigued,"  he  says.  "I 
never  went  back  to  graduate  school." 

In  1956,  he  co-founded  a  NYSE  firm 
called  Vanden  Broeck,  Lieber  &  Co., 


but  in  1969  decided  to  go  off  on  his  own. 

"Vanden  Broeck,  Lieber  had  about  125 
employees,  Lieber  explains,  "and  we 
were  actively  involved  in  institutional 
brokerage,  portfolio  management,  arbi- 
trage, research  and  the  retail  securities 
business.  I  looked  at  myself  and  decided 
that  if  the  trend  were  to  continue  in  such 
an  activity,  I  would  lose  my  professional 
focus  as  a  security  analyst  and  portfolio 
manager— and  would  have  to  be  increas- 
ingly an  administrator.  I  didn't  want  to 
go  in  that  direction.  So  I  decided  to  go 

clown,'  not  up,  and  concentrate  on  the 
things  which  have  the  greatest  profes- 
sional interst  to  me."  Lieber  resigned  his 
partnership,  and  moved  his  new  firm  out 
of  Manhattan  to  Harrison,  N.Y.,  a  ten- 


minute  drive  from  his  modern  home  in 
Mamaroneck,  on  Long  Island  Sound.  "It 
was  an  appropriate  ivory  tower,"  says 
Lieber.  "I  have  had  little  inclination  to 
depend  on  Wall  Street  sources." 

Today,  his  Lieber  &  Co. ,  with  29  em- 
ployees, manages  about  $70  million, 
most  of  it  from  well-heeled  individuals 
who  have  pension  funds  and  family  trusts 
that  can  all  be  handled  by  one  invest- 
ment manager.  The  firm  also  provides 
investment  advisory  services  for  a  pool  of 
assets  roughly  twice  that  amount.  As  his 
company  grew.  Lieber  ran  into  problems 
distributing  among  the  numerous  portfo- 
lios the  stock  of  the  little  companies  he 
liked,  since  many  of  them  were  thinly 
capitalized.  In  1971,  he  set  up  Ever- 
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Tax-free  income 
comes  of  age. 

A  tax-free  investment  that  offers  the 
stability  of  a  portfolio  with  an  average  maturity  limited 
to  12  years  or  less  and  the  convenience  of  a  free 
check  writing  feature. 


Clearly,  Fidelity  Limited  Term 
Municipals  should  have  appeal 
for  conservative  investors  in 
higher  tax  brackets. 

The  Trust  is  a  managed 
portfolio  of  high  quality  muni- 
cipal bonds.  The  average 
maturity  of  the  portfolio  is 
limited  to  12  years  or  less. 

There  is  no  sales  charge  or 
redemption  fee. 

There  is  complete  liquidity 
including  a  free  check  writing 
feature. 

OUR  PORTFOLIO. 

First  and  foremost.  Fidelity 
Limited  Term  Municipals  is 
concerned  with  preservation 
of  capital.  Put  another  way.  we 
seek  tax-free  income*  while 
limiting  the  potential  price 
fluctuation  of  the  investment. 

The  tax-exempt  municipal 
bonds  we  purchase  will  be  of  A 
or  better  quality.  The  Trust  will 
also  be  under  continuous  pro- 
fessional management  both  to 
preserve  capital  and  take 
advantage  of  opportunities  to 
increase  income. 

LIQUIDITY  WITH  FREE 
CHECK  WRITING. 

While  stable  tax-free 
income  is  a  prime  benefit 
of  the  Trust,  the  liquidity 
it  offers  is  also  of 
importance. 

Our  free  check  writing 


OUR  BENEFITS. 


i. 


No  sales  charge  or 
redemption  fee. 
Free  check  writing  feature. 
Telephone  withdrawal  and 
exchange  privileges. 
Daily  tax-free  income. 
Tax-free  compounding  of 
income. 

Continuous  management 
Full  record  keeping 
assistance. 
Sub-accounting  for 
professional  investors 
at  no  extra  charge. 
Daily  price  quotations. 
10.  Diversified  high  quality 
portfolio. 


2. 
3. 

4. 
5. 

6. 
7. 

8. 


9. 


feature  permits  convenient 
withdrawals  in  amounts  of 
$1000  or  more.  You'll  continue 
to  earn  tax-free  income  until 
your  check  clears. 

Funds  may  also  be  withdrawn, 
free  of  charge,  by  telephone  or 
by  transfer  to  one  of  the  five 
other  Fidelity  no-load  funds. 

WHO  SHOULD  INVEST. 

Fidelity  Limited  Term 
Municipals  should  be  attrac- 
tive to  the  conservative 
investors  we  mentioned. 
Many  retired  individuals 
would  be  included  in  this 
group. 




FIDELITY 

LIMITED  TERM  MUNICIPALS 


Business  managers,  attor- 
neys and  trust  officers  should 
also  see  advantages  in  the 
Trust,  both  for  their  clients 
and  for  personal  investing.  The 
Trust  provides  sub-accounting 
services  for  professional  inves- 
tors at  no  extra  cost. 

IS  IT  RIGHT  FOR  YOU? 

The  minimum  initial  investment 
required  is  $10,000. 

As  in  all  tax-free  investments, 
the  higher  your  tax  bracket,  the 
greater  the  advantages.  Conser- 
vative investors  in  lower  tax 
brackets  might  wish  to  consider 
Fidelity  Thrift  Trust.  Investors 
seeking  a  higher  tax-free  return 
from  longer  term  bonds  should 
request  information  on 
Fidelity  Municipal  Bond  Fund. 

LEARN  MORE. 

If  the  Limited  Term  approach  to 
tax-free  income  seems  inter- 
esting, we  invite  you  to  learn 
more  today.  Simply  call  toll-free 
or  send  the  coupon  below. 

CALL  FREE 

t  (800)  225-6190 


FIDELITY  LIMITED  TERM  MUNICIPALS 

Box  832,  Dept.  FF71201 

82  Devonshire  St.,  Boston,  Mass  02 1 03 

For  more  complete  information,  includ- 
ing management  fees,  other  charges 
and  expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


Address 


City  State  Zip 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 


'While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal  income  tax.  investors  may  be 
subject  to  some  state  or  local  tax. 


The  Money  Men 


green,  an  open-ended  mutual  fund  in- 
vested almost  entirely  in  small  compa- 
nies, so  that  promising  stocks  he  found 
could  be  spread  evenly  over  a  number  of 
portfolios.  Although  he  originally  de- 
signed Evergreen  as  an  internal  vehicle 
for  his  clients'  portfolios,  Evergreen  has 
done  well  for  the  few  non-Lieber  clients 
who  have  bought  its  shares:  The  fund's 
net  assets  per  share  are  up  83%,  since  its 
inception  in  1971,  vs.  a  rise  of  1.8% 
(excluding  dividends)  for  the  S&P's  500 
in  the  same  period. 


What  guides  Lieber  in  his  search  for 
the  right  little  companies?  He  claims  no 
foolproof  system.  "It  s  an  art  form,"  he 
says.  "It  takes  a  lot  of  practice,  and  a  lot 
of  control."  Lieber  and  three  associates 
at  his  firm  scan  stacks  of  published  mate- 
rial on  dozens  of  companies  every  morn- 
ing. "We  have  what  the  S&P's  people 
tell  us  is  probably  the  third-largest  finan- 
cial library  in  New  York,"  says  Lieber 
proudly.  "We  maintain  primary  docu- 
ments on  about  20,000  companies.  Obvi- 
ously we  don't  follow  that  many  compa- 
nies, but  we  do  want  to  have  ready 
access  to  the  basic  material  on  anything 
that  might  come  to  mind." 

Having  spent  some  time  on  the  incom- 
ing material,  Lieber  and  his  associates 
then  spend  about  an  hour  every  morning 
in  what  Lieber  calls  "group  think" — sim- 
ply trying  to  sort  out  economic  or  social 
trends  that  are  likely  to  create  invest- 
ment opportunities.  Thanks  to  their  ex- 
posure to  hundreds,  even  thousands,  of 
small  companies,  they  are  in  a  good  posi- 
tion to  know  where  to  look  for  companies 
likely  to  benefit  from  a  trend. 

Lieber,  for  example,  was  clearly  ahead 
of  the  pack  in  his  enthusiasm  for  what  he 
calls  the  "energy  conservation  industry." 
In  January  1975  he  started  buying  Sea- 
son-all Industries,  a  producer  of  insulat- 
ing windows  and  storm  doors.  The  stock 
is  up  from  around  5  in  January  to  12 
today,  and  Evergreen's  $93,000  invest- 
ment in  Season-all  is  now  worth  about 
$300,000.  Another  such  company  is  Sun 
Electric,  the  world's  largest  manufactur- 
er of  automotive  testing  equipment. 
"We  know  that  you  can  get  15%  to  20% 
more  efficiency  from  a  car  by  having  it 
properly  tuned,"  says  Lieber.  So  he 
started  buying  Sun  in  August  1974.  Ev- 


ergreen's $46,900  position  is  now  worth 
$183,000.  The  stock,  which  was  around 
17  at  the  beginning  of  1977,  recently 
traded  at  28\ 

Another  trend  that  Lieber  spotted  at 
the  right  time  was  the  improved  regula- 
tory climate  for  utilities.  "When  the 
Consolidated  Edison  dividend  was  cut  in 
May  1974,"  he  says,  "that  to  me  was  a 
big  flag-waving.  It  said  that  the  utility 
industry  will  now  get  very  favorable 
treatment  because  everybody  is  afraid  of 
what  can  go  wrong.  Simultaneously,  I 


thought  we  were  not  very  far  away  from 
a  turn  in  interest  rates.  The  day  Con 
Edison  cut  its  dividend,  I  plunged  into 
that  area.  " 

These  days,  Lieber  is  particularly  fond 
of  the  temporary  employment  compa- 
nies. "We  believe  that  in  a  period  of 
economic  uncertainty  and  inflationary 
cost,  people  do  their  damnedest  to  hold 
down  overhead,"  he  says.  "If  they  see 
any  bulges  in  staff,  they  would  bring  in 
temporaries  to  do  it  rather  than  perma- 
nent people."  Companies  that  Lieber 
expects  to  prosper  for  those  reasons  in- 
clude Parker  Pen  (parent  of  Manpower, 
Inc.),  Kelly  Services  and  Olsten  Corp. 

Not  everything  that  Evergreen  buys 
comes  out  of  "group  think."  One  of 
Lieber's  most  successful  recent  finds  was 


a  little  Oregon-based  company  called 
Western  Marine  Electronics.  "How  did  I 
find  that  one?"  Lieber  chuckles.  "I  was 
at  the  Paris  boat  show,  and  I  saw  an 
American  company  exhibiting  its  prod- 
ucts with  its  own  employees,  including  a 
girl  who  had  come  all  the  way  from 
Portland,  Ore.  I  said  to  myself:  Anybody 
who  markets  that  way  has  got  to  be 
looked  at.  I  found  when  I  got  back  that 
there  was  no  market  [in  the  stock]  in  the 
East  to  speak  of,  and  the  figures  were 
fabulous."  Evergreen  bought  4,200 
shares  of  Western  for  $61,525;  the  stock 
split  three  for  one  in  1977  and  the  posi- 
tion is  now  worth  $203,350. 


In  buying  little  companies  like  these, 
Lieber  says,  you  must  exercise  restraint. 
"My  colleagues  said  I  should  buy  every- 
thing I  could  get  of  Western  Marine," 
Lieber  recalls.  "We  did,  but  there  was 
such  a  small  market  for  it,  it  began  to 
become  a  question  of  paying  20%  to  30% 
more  for  it.  Later,  when  it  had  increased 
nearly  five  times  in  18  months,  they  said, 
'See?  You  should  have  bought  more.' 
And  I  said.  But  I  didn't  know  that  at  the 
time.'  "  No  matter  how  good  a  stock 
looks,  Lieber  will  almost  never  buy  more 
than  10%  of  its  float.  For  investing  pru- 
dently in  these  kinds  of  companies,  he 
says  flatly,  liquidity  and  diversification 
are  essential 

Lieber  cites  an  unhappy  incident  from 
his  own  experience  to  explain  why.  In 
1966,  he  became  enthusiastic  about 
MGIC,  the  Milwaukee-based  private 
mortgage  insurance  company  which  was 
to  become  one  of  the  high  flyers  of  the 
late  Sixties  and  early  Seventies.  One  of 
his  cardinal  rules  of  investing  in  small 
companies:  Sell  early.  After  riding 
MGIC  to  dizzying  heights  and  selling 
only  a  fraction  of  his  position,  Lieber 
consciously  decided  to  violate  his  rule. 
By  the  early  1970s,  MGIC  stock  consti- 
tuted the  largest  of  Lieber  &  Co.  's  hold- 
ings, but  Lieber  still  balked  at  selling. 
"We  were  reluctant  to  have  our  clients 
pay  large  capital-gains  taxes,"  he  says 
ruefully.  In  1973,  MGIC  came  a  cropper 
with  its  ventures  into  real  estate  and 
insuring  mortgages  on  mobile  homes. 
MGIC  stock  sank  like  a  stone.  "We  gave 
back  huge  paper  profits,"  Lieber  says. 
The  MGIC  losses  contributed  to  Ever- 


green's dismal  record  of  1973,  during 
which  the  fund's  holdings  slipped  26%. 
But  Lieber  was  hardly  alone  that  year. 
The  S&P  fell  17%,  and  there  were  plenty 
of  small  growth-oriented  funds  that  fell  a 
good  deal  further. 

Lieber  s  unhappy  experience  with 
MGIC  highlights  the  risks  involved  in 
investing  in  small  companies  using  little 
more  than  good  research  and  common 
sense.  But  the  rewards,  too,  can  be 
great — if  you're  smart  enough  to  see 
things  the  herd  doesn't.  Says  Lieber: 
"There  are  interstices  where  one  can 
have  a  valid  expectation  of  being  more 
efficient  than  the  market."  ■ 


. .  'When  the  Con  Ed  dividend  was  cut,  that  to  me  was  a 
big  flag-waving.  It  said  the  utilities  will  now  get 
very  favorable  treatment  because  everybody  is  afraid' . . ." 


". .  .  'My  colleagues  said  I  should  buy  everything  I  could 
of  Western  Marine.  It  increased  five  times  in  18  months. 
They  said,  "See?  You  should  have  bought  more"  ' . . ." 
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Ranger  33:  The  performance  cruiser 


Designer  Gary  Mull  drew  up 
her  lines.  A  striking,  fin- 
i  keeled  sloop  with  speed  on  every 
point  of  sail.  A  winning  boat  in 
:  any  weather.  Under  any  rule. 

But  belowdecks,  Mull  insisted 
on  a  cruiser's  space  and  luxury. 
Because  he  knew  that  warmth  and 
i comfort  are  as  vital  to  an  offshore 
\ sailor  as  an  easy  helm.  And  that 
an  ill-planned  galley  can  be  just  as 
dangerous  as  an  ill-planned  deck. 

Built  To  Work  At  Sea 

The  ingenuity  of  the  boat's  design 
| Is  in  the  light  air  speed  and  wind- 
ward power  of  her  lofty  rig.  It's  in 
the  standing  headroom  of  her  for- 
ward cabin.  And  in  the  placement 


of  her  galley  aft,  where  the  pitch- 
ing of  the  hull  is  least. 

Fitted  Out  By  Sailors 

The  deck  was  based  on  what  we 
learned  in  offshore  racing.  Simple, 
workable,  equipped  with  gear  that 
isn't  likely  to  let  go.  Like  Barient 
winches.  Extra-heavy  stanchions. 
A  racer's  versatile  slotted  toe  rail. 

Below  we  took  the  trouble 
to  install  the  little  things  that  own- 
ers wind  up  putting  in  themselves. 
Drawers  and  lockers,  for  example, 
that  are  fully  ventilated.  Counter- 
tops  with  fiddles.  Opening  ports 
(we  put  in  four).  And  sufficient 
stowage  for  a  family's  cruising  gear. 

The  Ranger's  quality  stands 


up  to  time.  It's  in  the  flawless  gel- 
coat  of  her  hull.  The  sturdy  joinery 
of  her  cabinetwork.  The  polish  of 
her  teak.  It's  in  the  faults  that  won't 
show  up  as  the  boat  grows  old. 
I  1 

Ranger  Yachfcs 

200-  B  Kalmus  Drive  F-1277-33 
Costa  Mesa,CA  92626 

Please  send  me  your  latest  full-color 
Ranger  brochure. 

I  Name  

Add  ress  

|     City   I 

I     State  Zip   I 

4£  A  Bangor  Punta  Company 


ISCOVERED 
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The  fabric  that  revolutionized 
the  American  couch:  Naugahyde 


It's  the  fabric  that  made  furni- 
ture and  car  interiors  hard  to 
abuse.  And  easy  to  wipe  clean 
with  a  damp  sponge.  It  helped 
make  America's  life-style  more 
informal  as  well.  But  it  only  exists 
because  of  an  ingenious  Uniroyal 
discovery. 


How  quickly  we  forget! 

Only  a  few  decades  ago,  suburban 
"family  rooms"  where  people  snack 
and  lounge  in  front  of  the  TV  hardly 
existed.  You  did  your  sitting  in  the 
living  room,  your  snacking  in  the 
kitchen  or  dining  room  — and  you 
never  ever  put  your  feet  up  on  uphol- 
stered furniture. 

Naugahyde5  changed  all  that.  And 
therein  lies  a  tale. 

The  fabric 
that  self-destructed 

In  the  1940's,  all  sorts  of  industries 
that  used  upholstery  were  fascinated 
by  sheet  vinyl.  It  resisted  staining. 


shed  water,  wiped  clean  easily 
resembled  leather. 

But  sheets  of  vinyl  had  a  \va 
self-destructing.  In  everyday  use 
nicks  and  punctures  in  a  vinyl  s) 
would  run  from  end  to  end. 

This  made  vinyl  sheeting  imp 
cal  for  most  kinds  of  upholstery, 
problem  could  be  solved  by  bon| 
vinyl  to  woven  cloth.  But  then| 
vinyl  lost  its  ability  to  stretch,  a| 
couldn't  be  tailored  neatly  to  all 
elegant  curves  and  corners  of  furni 

A  simple  answer 
from  Uniroyal 

Uniroyal  has  been  the  leader  in  d 
oping  coated  and  bonded  fabrics  ? 
1916.  So  it  wasn't  surprising  thai 
found  an  answer.  The  surprise 
the  simplicity  of  the  answer. 

Instead  of  using  square  wovei 
ric,  we  bonded  vinyl  to  cotton  wj 
elastic  knit.  That  made  the  v 
strong  without  robbing  it  oi 
stretch.  And  started  something 


rry.  The  whole  mess  will  wipe  clean  with  a  sponge.  That  living  room  couch  is  made  with  Naugahyde,  a  Uniroyal  invention. 


jition.  In  1950,  the  Hudson  Motor 
Company  ordered  Naugahyde 
i  for  upholstery.  Other  auto- 
rs  followed. 

improvements  continue 

I  you'll  find  Naugahyde  in  every- 
ifrom  fine  furniture  to  baseballs, 
i1  cars  to  apparel,  and  from  boat 
Coverings  to  Amish  buggy  tops. 

u  hnical  breakthrough:  A  new  kind  of 
hyde  called  Capilair  works  like  a  one- 

I  ter.  It  tends  to  shed  moisture  on  one 

l!  ft).  Yet  moisture  passes  throughother 
ght).  One  possible  application:  shoes 
ed  water,  but  don't  make  feet  feel 

ibr  steamy. 


Since  1950,  Uniroyal  has  sold 
over  a  half  billion  square  ^i'j'j/j^^, 
yards  of  Naugahyde.  Each  ^  'f/IjT 


year,  part  of  Uniroyal's  mul 
timillion  dollar  research  and 
development  budget  goes 
into  Naugahyde.  Results: 

•  Applying  our  expertise  in  chem- 
ical "blowing  agents,"  we  created  "ex- 
panded vinyl"  Naugahyde  that  has  a 
leather-like  surface  and  a  lush,  pil- 
lowy feel. 

•  By  discovering  a  way  to  puncture 
thousands  of  microscopic  holes  in 
vinyl,  we  made  it  "breathe"  for 
cooler,  more  comfortable  apparel  and 
furniture. 

•  We've  also  made  Naugahyde  that 
is  slippery,  suede-like,  sun  resistant. 
We've  learned  to  print  on  it  and 
to  give  it  what  looks  like  leather 
stitching. 

•  We've  even  developed  Capilair,  ™  a 
remarkable  new  material  that  absorbs 
moisture  on  one  side  and  sheds  it  on 
the  other.  (See  photo  at  left.) 

Over  1,400 
Uniroyal  discoveries 

Naugahyde  is  only  one  of  Uniroyal's 
discoveries.  We've  been  granted  more 


The  good  old  American  base- 
ball is  sometimes  madewith 
Naugahyde  these  days.  So 
are  some  firemen's  coats, 
doctors'  examining  tables, 
auto  seat  covers,  sound-absorp- 
tive room  dividers  and  even 
Amish  buggy  tops. 


than  1,400  patents  in  the  past  17 
years.  Over  1,500  Uniroyal  scien- 
tists, engineers  and  technicians  are  at 
work  in  areas  as  different  as  aerody- 
namics and  agricultural  chemistry. 

These  scientists  have  discovered 
ways  to  increase  crop  yields,  ways  to 
cut  fuel  consumption,  ways  to  im- 
prove commonplace  products  from 
insecticides  to  golf  balls. 

Our  discoveries  have  paid  off  in  sub- 
stantial sales  growth.  Uniroyal  is  a  com- 
pany with  $1.6  billion  in  assets  these 
days.  But  we  like  to  think  our  biggest 
asset  isn't  even  on  the  balance  sheet. 

Our  urge  to  discover. 


For  more  information  about  Naugahyde 
write  to  Walter  Juodis,  Uniroyal,  Inc., 
■BHHHHn  312  North 

I  Mishawaka,  Indiana 

UNIROYAL  *26TO42550/i8pihone 


chemical,  rubber  and  plastic  products  worldwide 


SEE  WHAT'S 
NEW  TODAY 
IN  A 

CHEVROLET. 


The  Third  Generation  Monte  Carlo.  A  new  dimension  in  affordable  luxury. 


With  immense  pride,  we  present 
a  trim  and  timely  new  edition  of 
Chevrolet's  popular  personal 
luxury  car:  The  Third  Generation 
Monte  Carlo. 

Although  thoroughly  redesigned, 
today's  Monte  Carlo  retains  the 
unique  personality  of  Monte  Carlos 
past 

Front  and  rear  overhang  have 
been  reduced.  The  turning 
diameter  is  over  two  feet  shorter 
than  last  year,  giving  the  car  added 
agility  in  cramped  quarters. 

The  new  interior  is  a  virtual 
"Driver's  Suite,"  with  sumptuous 
cloths  and  carpets,  tall  windows,  a 


totally  new  instrument  panel,  and 
special  Monte  Carlo  "touches" 
throughout 

Surprisingly,  there  is  more 


rear-seat  leg  room,  head  room  and 
hip  room  than  last  year.  More  trunk 
space,  too. 

There  is  a  new  standard 
powerplant.  a  231  Cu.  In.  V6.  A  305 
Cu.  In.  V8  is  available.  (Monte  Carlo 
is  equipped  with  GM-built  engines 
produced  by  various  divisions.  See 
your  dealer  for  details.) 

The  Third  Generation  Monte 
Carlo. 

Drive  it  soon. 


ERA- 
ESTIMATES 
HIGHWAY 

27 

EPA 

ESTIMATES 
CITY 

19 

Chevrolet 


*EPA  estimates  with  standard  V6  engine,  available  automatic  transmission.  Actual  mileage  may  vary  depending  on  how  and  where  you  drive, 
car's  condition  and  available  equipment.  California  estimates:  23  hwy.,  16  city. 


sarau 
YARN 


PAY  fDK  R 
SHOB 


A  Day  In  The  Life 
Of  Sam  Walton 

Or  how  to  succeed  in  one  of  the 
toughest  businesses  around. 


By  HAROLD  SENEKER 

It  is  a  discount  store  in  the  little  town  of 
Cameron,  Mo. ,  just  one  link  in  a  chain  of 
nearly  200  discount  stores,  and  the  chair- 
man of  the  board  has  come  to  visit.  He  is 
chatting  graciously  with  the  salesladies  in 
the  employees'  lounge,  a  tiny,  shabby 
room  in  back.  The  women  are  impressed. 

"This  store  is  looking  real  fine  out 
there,  he  tells  them  sincerely  in  a  gen- 
tlemanly Arkansas  accent.  He  is  silver- 
haired,  tanned,  animated  and  very  dis- 
tinguished. "I'm  really  impressed  with 
the  way  you've  got  things  set  up  in  those 
departments,"  he  says.  "You're  the  peo- 
ple who  really  make  us  a  success."  He 
solicits  suggestions,  and  the  middle-aged 
lady  in  charge  of  yard  goods  volunteers 
that  she  sells  more  cloth  by  displaying  it 
by  the  flat-folded  piece  instead  of  in 
bolts.  Since  the  pieces  are  remnants,  she 
also  buys  them  at  a  good  price, 
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"Make  a  note  of  that,  Al,"  the  chair- 
man tells  the  vice  president  of  sales  pro- 
motion standing  in  the  doorway  to  the 
crowded  room.  The  vice  president  scrib- 
bles rapidly  on  a  yellow  legal  pad. 
"Thank  you  very  much,  Nadine,"  the 
chairman  says  to  the  woman  gratefully. 
He  tells  them  all  how  well  the  profit- 
sharing  plan  is  doing,  and  then  goes  out 
onto  the  sales  floor  to  look  around 

There  is  a  lot  to  look  at;  it  is  a  30,000- 
square-foot  store.  It  is  clean  and  well  lit, 
but  he  takes  that  for  granted.  Instead,  he 
admires  the  filled-to-overflowing  shelves 
and  displays,  and  the  unusually  success- 
ful health-and-beauty-aids  section.  But 
he  stops  with  displeasure  at  one  aisle 
with  half-empty  shelves. 

"We  can't  get  enough  deliveries  on 
automotive  supplies  from  the  ware- 
house," apologizes  the  store  manager. 

"I  know  you've  had  problems,"  the 
chairman    tells    him    understanding!) , 


"and  we're  workin'  on  that.  Meantime, 
use  an  outside  jobber  if  you  have  to." 

He  has  one  more  stop  to  make — to 
apologize  personally  to  the  woman  run- 
ning the  consumer  electronics  depart- 
ment. "We  made  a  mistake,"  he  tells 
her.  "We  were  so  busy  trying  to  save 
money  in  this  company  we  weren't  giv- 
ing you  enough  help  back  here  before.  I 
hope  things  are  better  now." 

"Oh,  yes,"  responds  the  woman. 
"Now  I  can  get  out  from  behind  the 
counter  more,  to  sell  TVs  and  stereos. 

At  the  Cameron,  Mo.  airstrip  Sam 
Walton  settles  into  the  narrow  backseat  ol 
a  $125,000  twin-engine  Piper  Aztec,  one 
of  the  company  planes.  He  spends  two  or 
three  full  days  a  week  doing  this,  and  to 
him  it  is  well  worth  it.  He  both  enjoys  and 
profits  from  these  expeditions. 

Sam  is  chairman,  chief  executive  and 
co-founder  of  Wal-Mart  Stores,  Inc.,  a 
phenomenon  in  the  retailing  world.  Wal- 
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ton  opened  his  first  Wal-Mart  Discount 
m  1962,  took  the  company  public  in 
1970,  when  he  had  30  stores.  He  is  now 
adding  to  the  190-store  chain  at  the  rate 
of  30  to  40  a  year. 

From  1970,  sales  have  leaped  from 
$44  million  to  an  expected  $650  million 
this  year,  earnings  from  15  cents  a  share 
to  a  predicted  $1.45  for  1977.  Return  on 


nance).  They  find  Wal-Mart  very  tough. 
It  is  often  ahead  of  them  into  an  attrac- 
tive town.  When  it  isn't,  Wal-Mart  is  not 
above  putting  a  bigger,  brighter  store  in 
head  to  head  with  competitors  that  show 
the  slightest  vulnerability,  and  has  even 
run  some  of  them  out  of  town. 

"We  generally  won't  build  in  large 
cities,"  Walton  says  (Kansas  City  is  near- 


equity  last  year  was,  if  you're  ready  for  by).  "I  think,  they  re  overstored.  We  will 
this,  34.2%.  The  stock,  nat- 
urally enough,  has  soared 
from  2%  back  in  1970  to  17. 
It  is  one  of  the  few  new 
offerings  of  the  late  go-go 
period  that  has  done  well  lot- 
its  public  stockholders,  in- 
creasing 700%.  Sam  attri- 
butes much  of  that  success 
to  just  such  performances  as 
the  one  at  Cameron. 

"We  like  to  let  folks  know 
were  interested  in  them 
and  that  they're  vital  to  us. 
Cause  they  are.  Those  de- 
partment heads  are  the  ones 
who  really  know  what  s  go- 
ing on  out  there  in  the  field, 
and  we've  got  to  get  them  to 
tell  us." 

Sam  is  not  faking.  He  will 
pass  along  the  flat-fold  sug- 
gestion at  the  next  town  and 
gently  try  to  cajole  that  de- 
partment head  into  trying  it 
when  she  shakes  her  gray 
curls  negatively.  He  tries  to 
hit  every  store  at  least  twice 
a  year  and  has  all  his  top 
executives  out  on  similarly 
grueling  travel  schedules. 

But  just  now  he  is  looking 
down  at  the  midwestern  and 
south  central  countryside — 
farmland  dotted  with  ponds 
and    lakes    and  occasional 
small  towns — that  is  his  cho- 
sen turf.  "That's  Hamilton 
down  there,"  he  observes, 
raising  his  voice  over  the 
drone  of  the  engines.  "The 
birthplace  of  J.C.  Penney." 
Sam's  method   is  different 
from  Penney's,  though;  his 
is  a  big-frog-in-a-little-pond 
philosophy.   He  opens  big 
discount    stores    in  small 
towns — he  is  partial  to  county  seats — 
where  they  then  become  the  dominant 
retailers    for   surrounding    rural  trade 
areas  of  25,000  to  30,000  people  each. 
The   30,000-square-foot    store   in  Ca- 
meron (pop.:  5,000)  is  small  by  his  lights; 
Wal-Marts  go  in  four  sizes  to  60,000 
square  feet. 

There  is  often  a  Penney's  in  town,  but 
he  does  not  worry  about  it.  Wal-Marts 
have  a  wider  merchandise  mix  with  more 
hard  goods.  His  real  competitors  are  K 
mart,  Gibson's  (a  southern  chain)  and 


Personal  Touch:  Wal-Mart  Stores'  14,300  "associates" 
bask  in  founder  Sam  Walton's  warm  management  style 
even  though  close  scrutiny  accompanies  the  warmth. 


T.G.&Y.  (a  division  of  Household  Fi- 


build  in  outlying  suburbs,  though. "  With 
less  competition,  profits  are  better.  Wal- 
Mart's  aftertax  net  last  year  was  3.4%.  K 
mart's  was  3.2%,  Penney's  was  2.7%. 

Sam  and  his  entourage  discuss  the  Ca- 
meron store;  the  stream  of  praise  contin- 
ues unabated,  seizing  on  every  excuse. 
"Bud  Hedlee  [the  manager]  had  a  store 
before  and  lost  it,"  Sam  notes.  "We  told 
him  what  was  lacking  and  put  him 
through  the  training  program  again.  It's 
a  real  credit  to  him  that  he  took  a  demo- 
tion like  that  and  was  man  enough  to 
come  back.  He'll  do  real  well. 


The  plane  touches  down  at  the  next 
town  after  Hamilton,  a  place  called  Chil- 
licothe,  Mo.  Twice  the  size  of  Cameron, 
it  gets  a  50,000-square-foot  store,  now  18 
months  old.  The  ambience  and  layout 
are  identical  except  for  size;  everything 
is  found  in  the  same  area  of  the  store  as 
in  the  Cameron  one.  The  manager  is  an 
anxious-to-please  man  who  nervously 
tries  to  straighten  up  a  display  when 
Walton  isn't  looking. 

"You  folks  are  what  makes 
this  company  work,"  Wal- 
ton tells  the  assembled  de- 
partment heads  in  the  back 
room.  "This  store  is  coming 
along  real  well.  You'll  be 
real  pleased  with  the  profit 
sharing  this  year.  ..." 

He  is  much  taken  with  a 
Count  Dracula  Halloween 
promotion  that  will  involve 
the  town  hearse,  a  coffin, 
and  a  six-foot  four-inch  as- 
sistant manager. 

Back  in  the  plane,  Walton 
leafs  through  his  book  of 
store-by-store  P&L  figures, 
and  reiterates  that  the  Chil- 
licothe  store  is  "doing  real 
well  as  he  heads  toward  the 
next  stop,  Excelsior 
Springs. 

All  of  this  day's  stores  are 
in  Missouri,  but  Wal-Mart 
is  equally  strong  in  Arkansas 
and  Missouri.  Its  headquar- 
ters are  in  Bentonville, 
Ark.,  in  the  northwest  cor- 
ner of  the  state,  from  which 
some  of  its  stores  are  as  far 
away  as  400  miles,  spread- 
ing in  all  directions  into 
eight  neighboring  states. 

Wal-Mart's  boundaries 
are  set  by  one-day  truck 
routes  from  Bentonville; 
80%  of  its  goods  pass 
through  the  huge  company 
distribution  complex  there 
for  transshipment.  That 
way,  volume  discounts  and 
its  own  trucking  save  2%  to 
5%  on  cost,  no  small  matter 
to  a  company  with  a  7%  pre- 

  tax   margin.   The  525.000- 

square-foot  center  is  at  ca- 
pacity now;  a  new  highly-  mechanized 
one  of  equal  capacity  is  going  up  at 
Searcy,  Ark.,  230  miles  southeast,  to 
split  the  load  and  extend  the  territory. 
Management  has  to  plan  for  a  third  one  a 
few  years  hence,  further  south.  Sales 
volume  should  top  $1  billion  by  1981. 

But  the  stores  are  the  thing.  At  Excel- 
sior Springs  he  admires  a  particularly 
lush  house-plant  section  and  the  manag- 
er's alacrity — this  was  one  of  a  16-store 
chain  acquired  during  this  past  summer. 
Already  it  is  laid  out  like  other  Wal-Mart 
stores  and  the  old  goods  are  being 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
any  of  these  Securities.  The  offer  is  made  only  by  the  Prospectus. 


12,000,000  Shares 
American  Telephone  and  Telegraph  Company 

Common  Shares 


Price  $59%  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

SALOMON  BROTHERS 

GOLDMAN,  SACHS  &  CO.  THE  FIRST  BOSTON  CORPORATION 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.  DONALDSON,  LUFKIN  &  J  EN  RETT  E 

Securities  Corporation 

DREXEL  BURNHAM  LAMBERT  HORNBLOWER,  WEEKS,  NOYES  &  TRASK 

Incorporated  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.        KIDDER,  PEABODY  &  CO.        KUHN  LOEB  &  CO. 

Incorporated  Incorporated 

LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  LOEB  RHOADES  &  CO.  INC. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SMITH  BARNE  Y,  HA RRIS  UPHA M  &  CO.  WERTHEIM  &  CO.,  INC. 

Incorporated 

WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO.  BEAR,  STEARNS  &  CO. 

Incorporated  Incorporated 

SHE  ARSON  HA  YDEN  STONE  INC.  WARBURG  PARI  B  AS  BECKER 

Incorporated 


November  10,1977. 


cleared  out  by  aggressive  selling. 

As  the  entourage  heads  back  down  this 
town's  steep  hills  to  the  airstrip,  Walton 
voices  his  first  complaint.  "Acquisitions 
are  traumatic,"  he  says.  "When  you  open 
your  own  store,  you  re  on  track  and 
know  what  you  re  doing.  When  you  ac- 
quire, you  get  into  other  people's  prob- 
lems. I  don't  know  if  I'd  do  it  again.  He 
has  found  that  the  inventory  looks  the 
same,  but  is  not  the  same;  that  operating 
systems  are  different  and  people  have  to 
be  retrained  ...  he  shakes  his  head. 

By  the  next  and  last  store  on  the  itin- 
erary, at  Harrisonville,  the  small  differ- 
ences the  managers  make  from  store  to 
store  fairly  leap  out  at  today's  visitors.  It 
is  late,  after  five  o'clock,  but  these  sales- 
ladies are  a  good  audience  and  Sam  gives 
his  best  performance 

As  the  company  plane  flies  through  the 
gathering  darkness  toward  Bentonville, 
Sam  reviews  the  day.  "Real  fine  bunch," 
he  says.  "But  Harrisonville  had  auto- 
motive parts  in  stock.  The  others  aren't 
anticipating  needs  far  enough  ahead." 

It  is  night,  and  he  grows  more 
thoughtful  He  muses  about  the  future  of 
his  company.  There's  no  need  to  go  out 
of  our  region,"  he  says.  "There  are  at 
least  400  new  locations  waiting  for  us 
where  we  are,  enough  for  eight  or  ten 
years."  Sam  has  been  crisscrossing  this 
countryside  for  35  years;  he  got  his  pi- 


lot s  license  in  1952,  when  he  was  build- 
ing up  a  string  of  Ben  Franklin  variety 
stores  with  his  brother,  J.L.  (Bud)  Wal- 
ton, now  head  of  Wal-Mart's  real  estate 
division.  He  had  not  yet  gone  discount. 
By  now  he  recognizes  the  little  towns  in 
the  darkness  below  by  the  patterns  of 
their  twinkling  lights. 

This  is  where  he  has  lived  all  his  life; 
he  was  born  in  the  small  town  of  King- 


". .  .  'Department  heads 
really  know  ....  We've  got 
to  get  them  to  tell  us' .  . ." 


fisher,  Okla.,  grew  up  in  Missouri  and 
settled  in  Bentonville  because  there  was 
an  opening  there  when  he  lost  the  lease 
on  his  first  store,  in  Newport,  Ark.,  in 
1950.  That  was  his  first  Ben  Franklin 
variety  store;  by  1962  he  had  16  of  them. 
But  he  saw  big  discount  chains  starting 
up  in  the  East  and  spreading  across  the 
land — and  saw,  too,  their  possibilities  in 
the  small  towns  he  knew. 

Sam  has  been  growing  his  present 
company  for  15  of  those  years,  tending 
the  people  in  it  like  plants  in  a  garden, 
nourishing  with  praise,  advancement 
and  good  pay,  transplanting  constantly  to 
improve  the  mix.  weeding  where  neces- 


sary. He  has  trained  his  top  executives  to 
do  the  same  thing,  and  they  seem  to 
have  learned  well  enough.  But  they  lack 
his  gift  for  politicking,  his  charisma. 

As  the  company  grows  larger,  keeping  it 
all  closely  knit  and  the  morale  high  be- 
comes increasingly  difficult — there  are 
now  14,300  employees.  Keeping  its  dispa- 
rate parts  in  close  touch  with  management 
and  with  each  other — this  is  an  essential 
ingredient — now  take  enormous  amounts 
of  time.  The  growth  will  continue,  but 
Walton  will  be  60  in  March.  Is  it  time  to 
think  about  succession? 

"I  could  step  out  today,  he  insists, 
answering  the  question,  his  voice  almost 
lost  in  the  engine  sounds,  "and  this  com- 
pany could  keep  on  booming.  It's  a  mis- 
take to  think  this  is  a  one-man  company. 
We  have  a  big  accumulation  of  talent.  " 

But  when  Walton  actually  did  try  to  step 
aside  as  chairman  of  the  board  and  CEO 
two  years  ago,  he  soon  found  himself 
drawn  back  in.  Ronald  Mayer,  who  re- 
signed, has  been  replaced  by  Walton.  The 
fact  is,  Wal-Mart  is  still  one  man's  com- 
pany that  seems  to  revolve  around  and 
depend  on  Sam's  roles  as  coach,  orchestra 
leader,  father  figure.  That  is  what  keeps 
Walton's  from  being  just  another  discount 
chain.  The  toughest  problem  the  Sam 
Waltons  of  this  world  face  is  that  they  tend 
not  to  develop  successors.  Considering 
the  nature  of  the  men,  how  can  they?  ■ 
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To  everyone  who  ever  said 
1  wish  Swissair  flew  there. 
Swissair  flies  there. 


You  get  Swissair's 
special  kind  of  service 
to  Abu  Dhabi,  Ankara, 


the  business  capitals  that 
your  business  takes  you  to. 


to  the  Middle  East.  To  ail 


from  Zurich  and  Geneva 


•^you  a  choice  of  63 
different  flights  a  week 


Athens,  Baghdad,  Beirut,  Cairo,  Damascus,  Dhahran,  Dubai,  Istanbul,  Kuwait, 
Teheran  and  Tel  Aviv.  The  kind  of  careful,  personal  service  and  attention  that 
leaves  you  in  the  best  possible  shape  for  doing  business  in  the  Middle  East. 

You'll  know  that  all  the  things  you  arranged  with  Swissair,  and  had 
confirmed  before  you  left  home,  will  be  waiting  for  you.  Whether  if  s  a 
translator,  secretary,  limousine,  or  conference  room. 

You'll  have  the  expertise  and  services  of  Swissair's  local  offices  to  call 
upon.  To  help  take  care  of  your  business,  or  cargo  needs.  To  arrange  for 
changes  in  your  schedules.  Or  to  make  reservations  for  you  to  any  of  the  90 
cities  in  62  countries  Swissair  serves  world  wide  from  Zurich  and  Geneva. 

Swissair  will  also  make  available  to  you  a  copy  of  our  pocket  size  guide 
to  the  Middle  East  countries.  So  you'll  have  some  handy  answers  to  your 
questions  right  in  your  coat  pocket  before  you  even  get  there. 

The  next  time  you  have  to  go  to  the  Middle  East  on  business,  see  your 
Travel  Agent,  corporate  travel  consultant  or  one  of  the  22  local  Swissair  offices 
in  the  U.S.  and  Canada  for  reservations  and  information. 

You'll  discover  that  in  the  Middle  East,  as  in  most  of  the  world,  Swissair  is 
doing  business  where  you're  doing  business. 


SWISSAIR  -h 


We  take  on  the  world's  most  demanding  business  travellers. 


The  Hardest 
Decision  Of  Them  All 

It  was  easier  for  Harry  Smith  to  build  Big  Three  into  a  great 
company  than  it  is  for  him  to  pick  a  successor. 


Whin  Harry  Smith,  on  the 
death  of  his  father,  assumed  for  all 
practical  purposes  the  job  of  chief 
operating  officer  at  Big  Three  In- 
dustries in  1948,  Lincoln  Elec- 
tric— Big  Three  as  a  welding  com- 
pany was  Lincoln's  biggest 
customer — did  two  things.  It 
wrote  Northwestern  Mutual  Life 
Insurance  to  ask  about  an  insur- 
ance policy  on  Harry,  and  it  cut 
his  credrt  line  in  half.  Lincoln 
Electric  needn't  have  worried.  At 
66,  Harry  K.  Smith  is  hale,  hearty, 
very  rich,  entirely  liquid  and  not 
about  to  quit  running  Big  Three. 

Indeed,  it  didn't  take  long  for 
Harry  to  insure  his  own  success. 
In  1952  Big  Three  developed  a 
multiple-customer  gas  carrying 
pipeline,  one  that  moved  oxygen 
to  several  customers  from  a  single 
plant.  A  few  years  later  Harry  de- 
veloped a  nitrogen  pipeline  as 
well — and  Big  Three  has  been 
growing  ever  since. 

Doesn't  sound  all  that  revolu- 
tionary, does  it?  But  while  indus- 
trial producers  such  as  Airco,  the 
Linde  division  of  Union  Carbide, 
Air  Products  and  Big  Three  en- 
gaged in  bloodletting  price  wars 
over  the  transfer  of  air  products  by 
truck,  Harry  kept  adding  to  his 
dual  pipeline.  He  built  bigger  and 
bigger  separation  plants  to  serve  a 

growing  community  of  chemical   

and  petrochemical  companies  in 
the  Southwest.  Big  Three  is  now  chief 
supplier  in  an  area  where  chemical  ex- 
pansion is  going  on  at  a  rate  of  an  esti- 
mated $2  billion  a  year.  Through  its  very 
profitable  NOWSCO  division  it  hold's 
patents  in  the  use  of  liquid  nitrogen  in 
the  oil  well  service  business  and  licenses 
the  process  to  its  competitors. 

The  result  of  all  this  is  that  Big  Three 
has  grown  to  $275  million  in  sales  (it  was 
$6  million  when  Harry's  father  died).  Its 
profitability  is  enviable:  At  $36.6  million, 
this  amounted  to  a  19.6%  return  on  equi- 
ty  last  year.    Prospects  are  excellent: 


Smith  Of  Big  Three:  "We  don't  believe  in  many 
people,"  he  said,  and  substituted  pipelines  for 
sonnel.  Still,  someone  has  to  supervise  the  pipeli 


Smith  figures  sales  and  profits  will  al- 
most double  by  1980. 

You'd  expect,  then,  that  Harry  Smith 
would  have  already  insured  a  smooth, 
orderly  transition  of  the  company  reins. 
After  all,  he  controls  119c  of  the  stock, 
which  trades  at  a  multiple  of  13  times 
earnings:  He  doesn't  have  to  spend 
much  time  guarding  against  takeovers. 

Far  from  it.  "Succession  is  not  yet 
determined,"  says  Smith,  with  the  kind 
of  downtown  diction  he  reserves  for 
company  pronouncements  (the  rest  of 
the  time  he  is  as  loose  as  the  Texan  he 


most  resembles  in  manner  and  as- 
pect: Lyndon  Baines  Johnson). 
"We're  having  them  [top  manage- 
ment] compete  for  it." 

The  competitors  for  Harry 
Smith  s  job  shake  down  to  two:  an 
operating  man  and  a  financial 
type.  Vice  Chairman  William 
Boren  is  53.  These  days  he's  su- 
perintending the  extension  of  the 
dual  pipeline  across  the  Texas  bor- 
der into  Louisiana;  within  a  few 
years  it  will  be  900  miles  long. 
Treasurer  Thomas  Sands  is  46,  and 
he  has  just  raised  $156  million 
more  in  capital — at  bargain  rates. 

Neither,  naturally,  quite  satis- 
fies Harry  Smith.  Boren,  he 
claims,  must  learn  more  about 
how  to  make  money.  "For  exam- 
ple, I  gave  Boren  a  price  to  deliver 
to  a  customer  in  Plaquemine  and 
he  said  it  was  too  high.  I  had  to 
convince  him  to  convince  them 
that  if  they  were  going  to  spend 
millions  on  a  vinyl  chloride  plant, 
they  should  be  willing  to  pay  extra 
for  the  reliability  they  get  from 
that  reserve  unit  wTe're  putting 
in."  Boren  got  the  price. 

Sands,  on  the  other  hand,  may 
be  a  tiger  on  costs— "He  came  in 
here  this  morning  to  chew  me  out 
because  I  had  hired  16  drivers  a 
week  before  a  plant  came  on 
stream.  Said  it  was  a  week  too 

  early,"  Harry  brags — but  Sands  is 

not  long  on  operating  experience. 
Almost  sadly  Smith  says:  "No  one  else 
has  the'  fix  on  the  company  that  I  do." 

Boren,  white-haired  now  after  13 
years  on  the  job  for  Smith,  says  he  feels 
"confident."  but  doesn't  care  for  the 
pressure.  Sands,  on  the  other  hand, 
thrives  on  it.  "Look  at  Reggie  Jackson  in 
the  World  Series,"  he  says.  (Sands  used 
to  go  by  his  citizens  band  handle.  "Tom- 
cat." until  his  wife  heard  a  lady  caller 
address  him  as  "Kitten."  Mrs.  Sands  or- 
dered a  new  handle:  "Snappy  Tom.") 

Who  wins?  For  the  time  being,  at 
least.  Big  Three.  ■ 
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IBM  Reports:  Helping 


Information  is  one  of  today's  most  important 
resources.  Here  are  some  ways  IBM  products  help  put  it  to  use 
more  productively  for  the  benefit  of  everyone. 


Matching  scholar  to  scholarship  by  computer 

An  IBM  computer  at  New  Hampshire  College  in  Manchester, 
New  Hampshire,  is  helping  college-bound  students  solve  a 
ong-standing  problem:  finding  scholarship 
money  to  finance  their  educations. 
Information  about  grants  and  loans  totaling 
$50  million— primarily  from  local  and  state 
sources— is  available  for  a  small  fee  to 
residents  of  Connecticut,  Rhode  Island, 
Massachusetts,  Vermont,  New  Hampshire, 
Maine,  Illinois,  Indiana,  Minnesota,  New  Jersey 
and  Texas.  Using  a  program  developed  by 
students  and  faculty  at  the  college,  the  computer 
matches  a  student's  background  with  70,000 
scholarship  sources  and  identifies  those  for  which 
he  or  she  is  most  likely  to  qualify.  Scholarship 
information  for  residents  of  all  50  states  is  expected 
to  be  included  in  the  program  by  1982. 


Students  learn  to  read  a  better  way 

Six  years  ago,  Distar— a  program  of  reading  and  language 
instruction— was  introduced  into  the  kindergartens  of  the 
Mount  Vernon,  New  York,  school  system  to  help 
teachers  reverse  a  serious  decline  in  reading  skills. 
The  results  were  so  dramatic  that  Distar,  developed 
by  SRA,  the  educational  subsidiary  of  IBM,  is  now 
used  extensively  in  all  12  of  the  city's 
elementary  schools.  Today,  school  officials 
report  there  isn't  a  single  non-reader  among 
full-time  first  and  second  graders.  A  recent 
nationwide  study  by  the  U.S.  Office  of 
Education  using  nine  different  methods 
of  instruction  confirmed  that  Distar 
programs  were  overall  the  most 
effective  in  producing  gains  in  basic 
academic  skills. 


formation  to  work  for  people. 


Keeping  guests  comfortable  while  keeping 
energy  costs  down 

Keeping  guests  comfortable  while  they  enjoy  their  meals 
is  important  for  the  Kapok  Tree  Inn  of  Clearwater, 
Florida.  While  outside  temperatures  often  climb  into  the 
90s,  an  IBM  computer  system  designed  to  conserve 
energy  is  at  work  keeping  inside  temperatures 
comfortable  for  as  many  as  7,000  guests  a  day.  In  the  past 
year,  the  computer  has  helped  reduce  energy 
consumption  approximately  29  percent  by  monitoring 
information  about  changing  temperature  conditions  in 
seven  dining  rooms  and  controlling  31  air  conditioning 
units  for  maximum  cooling  efficiency  with  minimum 
use  of  energy. 


Speeding  up  patient  therapy 

Patients  with  fractures,  postoperative  disorders, 
cardiac  conditions  and  other  problems  often 
require  the  close  attention  of  trained  physical 
therapists  for  several  months.  At  Pomona  Valley 
Community  Hospital  in  Southern  California, 
therapists  are  able  to  spend  nearly  one  half  day 
ore  each  week  helping  their  patients  by  using  an 
BM  dictation  system  to  handle  time-consuming 
reports.  Dictating  patient  information 
is  six  times  faster  than  preparing 
andwritten  reports.  Although  some 
),000  patients  are  treated  annually, 
rapists'  reports  are  current  daily,  at 
er  cost,  and  the  hospital  maintains 
accurate  information  for  doctors, 
hospital  staff  and  insurance 
requirements. 


onstruction.  One  of  the 
markets  that  helped 
Stauffer  build  a  high  rise 
billion  dollar 
business. 
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Products  for  the  building,  construction  and 
furnishings  market  helped  Stauffer  break 
through  the  billion  dollar  mark  in  1976.  Overall 
company  sales  reached  a  record  $1.1  billion. 
Earnings  hit  an  all-time  high  of  $113  million. 
Earnings-per-share  climbed  to  $5.20.  Divi- 
dends increased  20%  in  1976  and  25%  this  year 
to  reach  $1.80  per  share  annually. 

1976  was  our  fifth  straight  year  of  sales  and 
earnings  growth.  One  reason  is  leadership  in 
serving  the  building,  construction  and  furnish- 
ings market.  But  to  get  the  total  view  of  Stauffer 


you  need  to  look  at  all  the  markets  we  serve. 
Agriculture;  food  systems;  transportation; 
petroleum  and  refining;  laundry  and  dryclean- 
ing;  water  treatment;  packaging  and  contain- 
ers; textiles;  consumer  goods  and  others. 

To  get  the  full  story  on  how  Stauffer  is  help- 
ing these  markets  grow-and  how  we  re  grow- 
ing with  them,  write  for  our 
Annual  Report  and  Markets 
Report.  Stauffer  Chemica 
Company,  Dept.  B,  Westport,  CT 
06880. 


Who  Says  Athletes 
Are  Dumb? 

"Big  Bill"  Martin  once  helped  lead  a  basketball  team 
on  a  winning  streak.  Now  he  leads  Phillips  Petroleum. 
The  winning  streak  still  holds. 


What  with  the  OPEC-dictated  quadru- 
pling of  oil  prices,  the  mid-Seventies 
have  been  an  immensely  profitable  time 
for  the  big  oil  companies,  yet  their  string 
of  luck  seems  to  be  running  out:  Price 
controls  at  home  plus  weak  margins  in 
petrochemicals  have  combined  to  flatten 
earnings  gains  this  year.  But  not  at  Bar- 
tlesville,  Okla.'s  Phillips  Petroleum. 
Phillips  (1976  revenues:  $5.8  billion) 
earned  $2.70  a  share  last  year,  and  will 
do  close  to  $3.40  this  year.  According  to 
some  knowledgeable  Wall  Streeters,  it 
could  be  doing  $5.25  or  better  by  1979. 

This  is  quite  a  switch  for  Phillips, 
which  for  many  years  lagged  the  industry 
in  profitability.  In  1970  the  company,  by 
its  own  figures,  earned  less  than  4%  on 
its  assets;  last  year  the  figure  was  8.7%. 

What  happened  to  change  the  pic- 
ture? Nothing  mysterious.  Everybody 
knows  that  oil  companies  make  their  big 
money  from  oil  wells  rather  than  from 
refining  and  marketing  petroleum  prod- 
ucts. "At  the  present  time,  Chairman 
William  F.  Martin  explains,  "we  are  un- 
usual among  oil  companies.  We  are  ex- 


panding [crude  oil]  production.  Some  of 
the  others  are  going  in  the  other 
direction." 

You  can  read  the  story  in  just  two 
numbers:  In  1972  Phillips  supplied  from 
its  own  wells  just  over  50%  of  the  oil  its 
refineries  needed;  by  next  year  it  will  be 
approaching  100%  self-sufficiency.  Its 
huge  stake  in  the  North  Sea — where  it 
manages  and  owns  37%  of  the  fabulous 
Ekofisk  field — is  a  major  factor  here. 

While  increasing  its  oil-producing  op- 
erations, Phillips  was  cutting  back  on 
what  is  known  in  the  trade  as  its  down- 
stream operations — refining  and  market- 
ing. In  all,  the  company  lopped  off  about 
$500  million  in  assets,  including  a  Brazil- 
ian fertilizer  plant,  a  Puerto  Rican  fibers 
operation  and  several  thousand  gasoline 
stations. 

A  big,  trim  man  of  60,  Martin  presided 
over  the  later  stages  of  this  remarkable 
turnaround.  Unlike  many  oil  company 
bosses,  Bill  Martin,  a  business  major 
(from  Oklahoma  University),  is  a  finan- 
cial man  by  training  rather  than  an  engi- 
neer or  geologist.  Martin  came  to  Phil- 


Perils  And  Profits:  Last  April's  North  Sea  blowout  brought  Phillips  unwanted 
publicity,  but  now,  safely  capped,  the  well  is  gushing  profits  for  Phillips. 


"Hot  Hands":  Phillips'  fans  used 

to  cheer  the  66ers,  its  basketball  squad. 

Now  they  applaud  its  large  oil  strikes. 


lips  by  way  of  basketball;  as  a  burly  guard 
he  starred  with  the  Phillips  66ers,  a  su- 
perb team  in  the  1940s  and  four  times 
was  named  All-American  basketball 
player.  Who  says  athletes  are  dumb? 

Here  s  how  Martin  describes  the  big 
change  at  Phillips:  "The  old  strategy  was 
to  make  Phillips  a  nationwide  gasoline 
marketer  with  outlets  in  all  50  states," 
says  Martin,  recalling  how  as  recently  as 
1967  Phillips  laid  out  over  $300  million 
just  to  break  into  the  California  market. 
"The  gamble  then  was  that  marketing 
would  improve.  It  got  worse,"  says  Mar- 
tin, who  has  shuttered  a  third  of  Phillips 
stations  and  would  have  closed  even 
more  but  for  Washington's  insistence 
that  Phillips  continue  to  supply  eastern 
jobbers — often  at  a  loss. 

On  the  advice  of  consultants  Booz  Al- 
len &  Hamilton,  Martin  also  radically 
altered  the  way  Phillips  is  structured. 
He  split  the  company  into  three  units — 
upstream  natural  resources,  downstream 
petroleum  products  and  chemicals — 
making  each  a  clearly  defined  worldwide 
profit  center  while  pushing  decision- 
making responsibility  far  down  the  line 
and  away  from  the  head  office.  Before 
this  Phillips  wasn't  reaping  the  advan- 
tages of  fast,  informal  communications 
you  expect  in  a  small-town  operation. 
"Too  much  bureaucracy,  too  much  de- 
partmentalization," says  Martin. 

Martin's  emphasis  on  profitability 
shows.  Since  1971  Phillips  has  more  than 
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The  Multi-Assumption 
Projection  System. 

If  we  didn't  own  ourselves, 
maybe  we  wouldn't  have  created  it. 

This  new  Johnson  &  Higgins 
system  is  an  advanced  pension 
plan  cost  forecasting  tool 
that  "maps"  where  your  pension 
costs  might  be  five,  ten  or  even 
more  years  down  the  road. 
Frankly,  it's  an  eye-popper 
for  many  corporations. 

The  system  works 
via  complex  computer 
techniques  using  a  variety 
of  possible  scenarios.  Its 
like  watching  a  movie  instead 
of  looking  at  the  static 
snapshot  the  usual  actuarial 
valuation  represents. 

One  corporation 
employed  the  system  to  help 
decide  investment  policy  for 

pension  funding.  But  after  the  future  costs  of  benefit  improvements  already  scheduled 
were  revealed,  the  company's  original  thinking  was  immediately 
modified.  A  re-evaluation  of  basic  pricing  policies  followed. 

For  still  another  firm,  the  system  became  the  key  to 
illustrating  the  long-term  effects  of  inflation  on  pension  cost  and 
investment  return. 

The  actuarial  specialists  who  created  this 
system  are  part  of  a  technical  team  noted  for  cracking 
complicated  problems  for  clients. 

The  fact  that  we  are  a  privately  held  firm  has 
helped  gain  this  distinction.  Because  it  made  it  easier  for 
us  to  invest  in  the  human  and  technical  resources 
that  can  produce  key  consulting  advances. 

The  Multi-Assumption  Projection  System. 
The  newest  example  of  50  years  of  J&H  benefit 
consulting  leadership. 


Consulting  Actuaries  George  Budd  [left]  and  Bob  Bein  of  J&H  New  York  and  Russ  Millman 
[center]  of  J&H  Cleveland,  review  a  Multi-Assumption  Projection  System  print-out. 


Forecasting  today  requires  more 
precision  than  "Guesstimating" 
or  using  rules  of  thumb. 


Johnson  Higgins 

The  private  insurance  broker/benefit  consultant 
Wfe  answer  only  to  you. 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING:  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD. 


doubled  sales  and  expanded  assets  60%. 
Yet  its  payroll  has  declined  by  almost 
one-sixth  and  its  selling,  general  and  ad- 
ministrative expenses — always  a  good 
clue  to  corporate  fat— are  up  only  12%. 

Developing  its  share  in  Ekofisk  alone 
will  cost  Phillips  almost  $2  billion.  But 
under  Martin's  careful  guidance  that 
should  pose  no  problems;  today  Phillips 
has  a  healthy  $3  of  equity  for  each  $1  of 
debt  and  over  $600  million  in  cash.  More- 
over, the  payoff  stands  to  be  enormous. 
Phillips  in  1980  expects  to  get  some  550 
million  cubic  feet  a  day  of  natural  gas — 
already  presold  to  fuel-hungry  European 
utilities  at  about  $2  per  1,000  cubic  feet 
under  contracts  tied  to  world  oil  prices. 
Similarly,  Phillips  oil  production  there 
will  virtually  double  by  1980  to  around 
230,000  barrels  a  day.  Already  Phillips  is 
collecting  a  tidy  profit  by  selling  Ekofisk 
crude  at  over  $14  a  barrel. 

At  home,  Phillips  is  prospering  in  nat- 
ural gas.  Some  of  its  vast  acreages  of 


.  .  'The  old  strategy  was  to 
take  Phillips  nationwide. 
They  hoped  marketing  would 
improve.  It  got  worse'  .  .  ." 


natural  gas  was  picked  up  for  a  song  over 
40  years  ago  in  the  Texas  and  Oklahoma 
panhandles.  In  gas,  Phillips  is  a  leader  in 
squeezing  from  that  gas  millions  of  bar- 
rels of  so-called  natural  gas  liquids. 
These  liquids  are  the  building  blocks  for 
the  chemical,  textile  and  synthetic  rub- 
ber industries.  Roughly  one-third  of 
Phillips'  total  refinery  run  involves  natu- 
ral gas  liquids  vs.  10%  or  less  for  most  of 
the  other  majors.  This  assists  Phillips  in 
running  a  $1.2-billion  chemicals  oper- 
ation that  returns  respectable  profits. 

Martin  is  taking  his  oil  and  gas  profits 
and  pushing  into  other  forms  of  energy. 
In  New  Mexico,  Phillips  is  spending 
$250  million  to  get  into  uranium,  and  in 
the  past  three  years  it  has  acquired  rights 
to  some  3  billion  tons  of  lignite  coal  in  a 
half-dozen  southern  states. 

All  in  all,  quite  a  transformation  for 
Phillips. 

There  were  troubles  along  the  way. 
Martin  and  two  of  his  predecessors  were 
investigated  for  Watergate-related  politi- 
cal donations.  Then,  last  April,  Phillips 
made  nightly  appearances  on  TV  screens 
when  Platform  Bravo  blew  out  at  Eko- 
fisk. But  in  the  end,  Martin  was  cleared 
of  any  crime  and  Ekofisk  is  now  back  in 
production  doing  nicely. 

Martin  is  a  man  .who  habitually  speaks 
in  monotone  and  rarely  displays  emo- 
tion. But  for  a  moment  he  relaxes — 
almost.  Spreading  his  huge  hands  and 
letting  a  bit  of  excitement  creep  into  his 
voice,  he  says:  "I  should  think  our  future 
looks  pretty  good.'  ■ 


Akron,  Albany,  Atlanta, 
Baltimore,  Boston,  Buffalo, 
Chicago,  Cincinnati,  Cleveland, 

Columbus,  Detroit,  Hartford, 
Indianapolis,  Miami,  Minneapolis, 
Norfolk,  Philadelphia,  Pittsburgh, 
Providence,  Rochester, 
and  Tampa  to  New  York's  JFK. 
And  Concorde  to  London 
in  half  the  time. 

Daylight  connections  to  London  via  New  York's  JFK  from  over  80  cities. 

Daylight  connections  from  London,  home  to  over  100  cities. 
Call  your  Travel  Agent, Transportation  Department  or  British  Airways. 

airS  Concorde 

We'll  take  good  care  of  you. 

Get  to  know  Conrac... 


before  you  look  inside 


It's  a  good  idea  to  get  to  know  Conrac.  In  medicine,  high-resolu- 
tion displays  are  needed  to  show  minute  differences  in  tissue 
and  bone  composition,  and  over  80  percent  of  the  world's  brain 
and  body  (CAT)  scanners  use  Conrac  monitors.  Medical  elec- 
tronics is  only  one  of  the  rapidly  growing  industries  where 
Conrac  is  a  basic  manufacturer  and  marketer.  If  you  know  a 
radiologist,  ask  him.  He  knows  us  well... and  the  better  you 
know  us,  the  better  you'll  like  what  we  can  do  for  you. 


CONRAC 


Write:  Conrac  Corporation.  330  Madison  Avenue,  New  York.  N.Y.  10017. 
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The  Numbers  Game 


To  Merge  Or  Mot  To  Merge, 
That  Is  The  Question 


Is  A  merger  wave  about  to  hit  the 
accounting  profession?  A  few  months 
ago,  Russell  E.  Palmer,  top  partner  at 
Touche  Ross  &  Co.,  announced  he  was 
marrying  his  firm,  one  of  the  Rig  Eight, 
to  $40-million-revenues  J.K.  Lasser  & 
Co.  It  was  the  profession's  largest  merg- 
er ever.  Touche  Ross'  revenues  immedi- 
ately climbed  to  around  $450  million 
annually.  Touche  now  sits  within  striking 
distance  of  number  three  firm  Arthur 
Andersen  &  Co.  (revenues:  $471  mil- 
lion), and  perhaps  even  first-place  Peat, 
Marwick,  Mitchell  &  Co.  (which  keeps 
its  financial  data  a  dark  secret;  disclosure 
is  something  clients  worry  about). 

There  is  more  to  the  merger,  howev- 
er, than  a  simple  urge  to  move  up  the 
ladder  in  sheer  size.  Accountants  qua 
businessmen  are  in  an  awkward  position. 
Their  top  priority  is  supposed  to  be  qual- 
ity audits,  not  rapid  growth  and  soaring 
partners'  income.  The  profession's  code 
of  ethics  reflects  this:  It  bans  outright 
competition  by  forbidding  one  CPA  firm 
to  solicit  another's  clients.  In  such  a  busi- 
ness setting,  the  firms  most  likely  to 
prosper  are  those  large  enough  to  offer 
the  fullest  range  of  client  services:  To  ask 
an  accounting  customer  to  take  your 
management  consulting  service  is  not 
regarded  as  soliciting.  It  is  supposed  to 


be  like  the  difference  between  asking 
your  wife  to  go  to  bed  with  you  and 
propositioning  a  woman  on  the  street. 

Refore  the  Lasser  acquisition,  several 
Touche  offices  were  tiny,  employing 
fewer  than  50  partners  and  staffers. 
"When  an  office  has  less  than  50  peo- 
ple, explains  Palmer,  "it  is  next  to  im- 
possible to  offer  clients  a  full  range  of 
management  consulting  services,  or  tax 
expertise  or  expertise  in  various  special- 
ized areas  such  as  auditing  computers. 

Enter  J.K.  Lasser  &  Co.  Lasser  oper- 
ated 27  U.S.  offices,  26  of  which  were  in 
cities  Touche  Ross  already  served.  Com- 
bining those  offices  was  a  quick  and  rela- 
tively painless  way  to  expand  to  the  level 
where  Palmer  could  offer  his  current  and 
prospective  clients  at  least  as  full  a  menu 
of  services  as  provided  by  the  largest  Rig 
Eight  firms.  "Take  Cleveland,  Palmer 
continues.  "We  were  deep  eighth  there 
among  the  big  firms,  with  150  employ- 
ees. There  was  no  way  we  could  compete 
with  Ernst  &  Ernst.  Now  we  have  about 
275  employees  there,  thanks  to  the 
merger,  and  we  can  provide  consulting, 
tax  and  other  specialized  services."  Simi- 
larly, Touche  Ross  moved  from  the  bot- 
tom to  the  middle  of  the  pack  in  Roston 
(200  staffers  and  partners),  and  from 
fourth  place  to  second  in  Washington, 


D.C.,  where  much  of  new  governmental 
accounting  business  is  opening  up 
(Forres,  Sept.  1). 

For  a  big  firm  like  Touche  Ross  seek- 
ing partners,  there  are  plenty  of  pros- 
pects available.  Small  CPA  firms  by 
themselves  rarely  get  a  crack  at  big  cor- 
porations as  customers.  Rightly  or 
wrongly,  most  boards  of  directors  feel 
safer  with  a  Rig  Eight  accounting  firm; 
it's  like  buying  a  nationally  advertised 
item  rather  than  Rrand  X.  Take  Alex- 
ander Grant  &  Co.,  which  as  number 
nine  in  size  is  just  beyond  the  pale.  In 
the  past  ten  years.  Grant  has  made  80 
mergers  and  has  grown  from  20  to  62 
offices,  but  still  the  Rlue  Chip  business 
eludes  it.  So  Grant  is  now  open  to  a 
really  big  merger.  Says  its  ranking  part- 
ner, William  Mette  Jr.,  "My  company 
would  certainly  consider  the  right 
combination. " 

What  is  true  of  a  medium-sized  na- 
tional firm  like  Grant  is  doubly  true  of 
the  successful  regional  accounting  out- 
fits, those  with  10  or  20  employees  ply- 
ing a  mostly  regional  trade. 

Kermit  Rerylson,  62,  is  a  tall,  good- 
natured  CPA  who  along  with  several 
partners  of  a  small  New  York-based  prac- 
tice merged  with  Little  Eight  accoun- 
tants Main  Lafrentz  &  Co.  in  197.5 — one 
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of  some  31  similar  mergers  Main  La- 
frentz  has  made  in  six  years.  Why  did 
Berylson  sell  out? 

"Small  firms,"  says  Berylson,  "merge 
.  .  .  to  gain  strengths  in  many  areas  of 
expertise  that  modern  public  accountan- 
cy now  requires.  Meaning  that  such 
hideously  complicated,  counterintuitive 
rules  as  the  Financial  Accounting  Stan- 
dards Board  pronouncement  on  translat- 
ing foreign  currencies  can  easily  defeat  a 
small  firm 

But  to  get  back  to  our  original  ques- 
tion: Is  a  merger  wave  about  to  hit 
the   accounting   profession?  Curiously 


example.  New  York-based  Oppenheim, 
Appel,  Dixon  &  Co.,  a  smallish  national 
firm,  acquired  the  small  practice  of  Apfel 
&  Englander.  The  marriage  lasted  less 
than  a  year  and  a  half;  the  two  firms  left 
each  other,  and  Apfel  &  Englander  went 
looking  for  another  partner.  (Unfortu- 
nately, it  found  one:  Seidman  &  Seid- 
man,  several  months  before  S&S'  ill- 
fated  Wolfson,  Weiner  acquisition.) 
There  are  scores  of  similar  divorces. 

And,  finally,  there  is  the  danger  that 
the  government  will  take  a  firm  stand 
against  additional  concentration  among 
accountants.  In  fact,  you  might  wonder 


".  .  .  What  worries  Kapnick  is  if  accountants  put  rapid  growth 

ahead  of  high-quality  audits,  the  firms  could  lose 

control  over  their  practices.  That  could  open 

the  floodgates  to  another  round  of  public  distrust  .  .  ." 


enough,  the  answer  probably  is:  No.  If 
there  are  countless  small  firms  looking 
for  big  partners,  the  big  fellows — Touche 
Ross  aside — aren't  very  interested.  Price 
Waterhouse  &  Co.  says  flatly  it  doesn't 
want  to  pick  up  small  firms.  Peat,  Mar- 
wick.  Mitchell  also  claims  a  total  lack  of 
interest,  as  does  Arthur  Andersen. 

Ask  an  accountant  about  the  dangers 
of  merging,  and  likely  as  not  he'll  men- 
tion Equity  Funding.  In  the  late  1960s 
and  early  1970s,  the  Little  Eight  accoun- 
tant firm  of  Seidman  &  Seidman  was  on 
an  acquisition  spree,  26  purchases  all 
told.  One  small  firm  it  acquired  was  Los 
Angeles-based  Wolfson,  Weiner  &  Co.; 
along  with  the  purchase  came  what  was 
thought  then  to  be  a  real  blue-chip  ac- 
count: Equity  Funding.  When  the  fraud 
was  discovered  about  one  year  later,  it 
was  Seidman  &  Seidman  that  bore  a 
good  deal  of  the  brunt  when  the  govern- 
ment and  public  demanded:  When 
were  the  auditors?  It  was  an  expensive 
mistake.  Last  January,  Seidman  &  Seid- 
man, Big  Eight  firm  Haskins  &  Sells  and 
other  CPA  defendants  agreed  to  pay  $39 
million  in  damages  to  plaintiffs  in  the 
Equity  Funding  fiasco. 

Nor  is  Equity  Funding  necessarily  a 
special  case.  Says  American  Institute  of 
CPAs  president  Wallace  Olson,  who  led 
Alexander  Grant  through  most  of  its  80 
mergers:  "Virtually  every  litigation  prob- 
lem we  had  arose  from  audits  that 
spanned  the  merger  period.  Olson  says 
he  doubts  there  will  be  many  mergers  in 
the  years  ahead. 

There  is  always  the  danger,  frightful  to 
big  and  small  firms  alike,  that  a  marriage 
simply  won't  work.  Back  in  late  1967,  for 


why  the  trustbusters  haven't  said  a  word 
about  the  Touche  Ross-J.K.  Lasser  com- 
bination. Why  isn't  it  going  after  the 
accountants? 

"So  who  says  we  aren't  going  after 
them?''  retorts  Walter  Barron,  a  Federal 
Trade  Commission  lawyer  in  charge  of 
an  FTC  investigation  into  competitive 
practices  among  accounting  firms. 

As  befits  the  boss  of  a  big  enterprise, 
Arthur  Andersen's  Harvey  Kapnick  does 
a  lot  of  thinking  about  the  dangers  facing 
his  business.  He  is  convinced  that  a  wave 
of  mergers  could  be  very  harmful.  What 
worries  him,  he  says,  is  that  if  accoun- 
tants put  rapid  growth  ahead  of  high- 
quality  audits,  the  firms  stand  in  danger 
of  losing  control  over  their  practices. 
And  that,  says  Kapnick,  could  open  the 
floodgates  to  yet  another  round  of  public 
distrust  of  CPAs.  Kapnick  explains: 

"Professionalism  is  a  very  fragile  thing 
that  rests  upon  the  fundamental  issue 
that  integrity  cannot  be  negotiated.  But 
how  do  you  instill  that  in  people  if  you 
bring  them  in  on  a  mass  basis?  You  can 
take  in  people  out  of  college  and  train 
them  and  train  them  and  train  them  until 
finally  you've  got  a  partner.  But  if  you 
suddenly  go  and  acquire  a  bunch  of 
somebody  else's  partners,  what  does  that 
mean  to  the  overall  quality  of  your 
practice  ?" 

It's  safe  to  say,  then,  that  while  there 
will  undoubtedly  be  more  mergers  in  the 
accounting  business,  we're  not  about  to 
see  a  wave  of  consolidations  that  will  end 
up  with  the  bulk  of  the  business  in  the 
hands  of  three  or  four  firms.  The  temp- 
tations are  there.  But  so  are  the 
drawbacks.  ■ 


At  $160  a  bottle, 

you  deserve 
an  explanation. 

It's  simply  because 
Louis  XIII  Cognac  is  a  very  rare 
cognac.  Very  little  of  it  can  be 
made  because  there  is  so  little 
reserve  grande  champagne- 
cognac  with  which  to  make  it. 
And  only  the  finest  reserve 
grande  champagne  cognac  is 
what  Louis  XIII  Cognac  is 
made  with. 

To  make  Louis  XIII 
Cognac  look  as  beautiful  as  it 
tastes  we  put  it  in  special 
Baccarat  crystal  decanters 
for  you . 

And  you  know,  what 
is  rare  and  beautiful  is  also 
expensive. 

For  obvious  reasons, 
you  will  not  find  Louis  XIII 
Cognac  on  many  store  shelves. 
But  you  may  privately,  quietly 
reserve  your  own  bottle  from 
very  selected  line  merchants. 
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GRANDE  CHAMPAGNE  COGNAC 
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Introducing  the  Xerox 9400 
Will  miracles  never  cease? 


When  people  saw  all  the  incredible  things 
our  Xerox  9200  could  do,  they  called  it  a  miracle. 
But,  at  Xerox,  we  never  rest  on  our  miracles. 

Introducing  the  Xerox  9400  Duplicator. 

It  does  everything  the  9200  does  and  more. 
With  its  automatic  document  handler  you  can 
feed  and  cycle  up  to  200  originals  at  a  time.  (Even 
difficult  originals  like  paste-ups.) 

With  our  density  control  dial,  you  can  make 
copies  lighter  or  darker  without  having  to  inter- 
rupt the  job. 

You  can  even  correct  most  problems  yourself 
with  the  help  of  our  new  self-diagnostic  system 
which  constantly  monitors  the  machine. 

And  if  all  this  wasn't  enough,  the  Xerox  9400 
can  automatically  copy  on  both  sides  of  a  sheet 
of  paper  at  the  same  incredible  speed  of  two 
pages  a  second. 

You  see,  we  believe  that  one  good  miracle 
deserves  another. 

XEROX 


XEROX®.  9200*  and  9400  arc  trademarks  of  XEROX  CORPORATION. 


Available  in  selected  cities  throughout  the  I 


Living  Well  Is  More 
Than  The  Best  Revenge 

A  study  of  some  of  the  nation's  brightest  young  men 
reveals  that  "normal"  just  may  be  beautiful  after  all. 


A  GIFT  FOR 
GIFT  LOVERS. 


UUATERmRn 

SINCE  ISS4 


For  a  store  near  you. write 
CABACTERE  PEN  CORPORATION 
Orange  Connecticut  06477  or  call 
toll-tree  number  (800)  243-6034 


Give  to  the  college 
of  Your  choice. 


680  *  illh  Avenue  New  VorH  NY  IOOI9 

[il  A  Public  Service Ol  This  Maq^inn 
nCI  X  The  Advertising  Council 


During  World  War  II,  Richard  Lucky 
had  a  serious  accident  while  working  40 
feet  below  the  surface  of  the  water  as  a 
Navy  diver.  His  air  valve  jammed  with 
only  eight  minutes  of  air  remaining  in  his 
diving  helmet.  What's  more,  his  radio 
was  dead  and  there  was  literally  nothing 
he  could  do  to  save  himself.  "I  thought 
my  end  had  come  .  .  .  struggling  would 
not  have  helped  and  used  maybe  three 
times  as  much  air,"  Lucky  later  recalled. 
"I  didn't  pray.  I  merely  sat,  very  much 
like  an  old  cow,  and  waited  for  help — 
very  unhappy- 
Help  came,  and  Lucky  (a  pseudonym) 
survived.  And  though  his  reaction  to  the 
spectre  of  death  may  seem  strangely  pas- 
sive, it  is  an  excellent  example  of  suc- 
cessful adaptation  to  circumstances,  ac- 
cording to  psychiatrist  George  E. 
Vaillant.  "He  knew  his  feelings;  he  knew 
they  would  not  help,  and  so  he  kept 
them  inside  until  he  was  rescued,"  Dr. 
Vaillant  writes  in  his  just-published  book 
Adaptation  to  Life  (Little,  Brown  &  Co., 
$9.95). 

Richard  Lucky,  in  fact,  seemed  to 
adapt  well  to  almost  everything  he  en- 
countered in  life.  After  the  war,  he  went 
on  to  become  chief  executive  officer  of 
two  corporations,  happily  married,  a 
good  father,  a  man  who  enjoyed  his  rec- 
reation and  one  of  the  happiest  of  a 
relatively  happy  group  known  as  "the 
Grant  Study  men."  That  group,  com- 
posed of  some  of  the  most  promising  and 
healthy  students  at  a  major  East  Coast 
university  (easily  recognizable  as  Har- 
vard), is  the  subject  of  Vaillant's  book, 
which  chronicles  the  students'  develop- 
ment from  the  time  they  were  young 
men,  around  1940,  into  their  mid-50s. 

Those  who  were  successful,  like 
Lucky,  did  not  achieve  success  in  one 
area  of  their  lives  at  the  expense  of  other 
areas,  Vaillant  (pronounced  "Valiant") 
discovered.  In  fact,  Vaillant  says,  success 
is  the  result  of  a  continuing,  and  devel- 
oping, ability  to  adapt  to  life's  circum- 
stances, and  being  a  good  father  or  hus- 
band goes  hand-in-hand  with  being  a 
good  businessman  or  tennis  player. 
"Contrary  to  common  mythology,"  Vail- 


lant writes,  "it  was  the  very  men  who 
enjoyed  the  best  marriages  and  the  rich- 
est friendship  patterns  who  became  the 
company  presidents." 

The  Grant  Study  was  conceived  in 
1937  as  an  attempt  to  study  the  mental 
health  of  a  group  of  strong,  bright,  prom- 
ising young  men,  a  departure  from  the 
more  common  practice  of  studying  men- 
tal illness.  Funded  by  the  businessman- 
philanthropist  William  T.  Grant,  the 
program  followed  the  lives  of  these 
seemingly  healthy  young  men  through- 
out their  subsequent  careers.  Dr.  Vail- 
lant. director  of  psychiatric  training  at 
Cambridge  (Mass.)  Hospital,  joined  the 
study  in  1967  and  is  now  director. 

The  study  had  some  surprises.  Main 
of  the  brightest  did  poorly.  Everyone 
encountered  problems  that  threatened 
their  stability.  Some  of  those  who 
seemed  quite  troubled  in  youth  became 
most  stable  in  adulthood. 


Psychiatrist  Vaillant:  He  sees 
health — and  happiness — in  terms  of 
"the  capacity  for  working  and  loving." 
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Another  significant  finding:  Long- 
term  relations  with  other  people,  rather 
than  dramatic  events,  shape  lives.  "My 
first  conclusion,"  Vaillant  writes,  "is  that 
isolated  traumatic  events  rarely  mold  in- 
dividual lives.  That  is  not  to  say  that  the 
premature  death  of  a  parent,  the  unex- 
pected award  of  a  scholarship,  the 
chance  first  encounter  with  a  future 
spouse,  or  a  heart  attack  will  not  result  in 
a  sudden  change  in  life's  trajectory.  Un- 
expected events  affect  our  lives  .  .  .  but 
the  quality  of  the  whole  journey  is  sel- 
dom changed  by  a  single  turning.  What 
makes  or  breaks  our  luck  seems  to  be  the 
continued  interaction  between  our 
choice  of  adaptive  mechanisms  and  our 
sustained  relationships  with  other 
people." 

The  men*  who  were  able  to  balance 
those  adaptive  mechanisms  and  build 
lasting  relationships  often  led  quite  con- 
ventional lives  as  lawyers,  doctors  and 
businessmen. 

"In  fact,"  said  Dr.  Vaillant  in  a  recent 
Forbes  interview,  "there  have  been  an 
enormous  number  of  people  [who  read 


". . .  'It  was  the  very  men  who 
enjoyed  the  best  marriages 
and  friendships  who  became 
the  company  presidents' . . ." 


the  book]  who  have  been  absolutely  ap- 
palled and  horrified  to  find  that  normal- 
ity is  so  healthy."  But  the  author  makes 
no  apology  for  that  finding;  he  learned 
that  the  men  who  seemed  conventional 
often  had  the  richest  and  most  interest- 
ing lives.  Often,  he  found,  the  most 
emotionally  turbulent  lives  were  the 
most  barren.  "Anyone  who  worries  that 
in  real  life  normality  is  dull  or  believes 
that  the  modestly  deranged  are  intrinsi- 
cally more  interesting  than  the  stable 
should  have  met  Leslie  Angst  [another 
pseudonym],"  says  Dr.  Vaillant.  "In 
1940  when  he  entered  the  study  and  30 
years  later  when  I  interviewed  him, 
Angst  was  one  of  the  most  emotionally 
tortured  men  in  the  study,  and  one  of 
the  dullest." 

Dr.  Vaillant  concedes  that  the  well- 
adjusted,  and  often  privileged,  back- 
ground of  many  of  the  members  of  the 
study  group  may  have  influenced  its  out- 
come, but  he  sees  parallels  in  other  stud- 
ies he  has  participated  in.  "I  did  a  long- 
term  follow-up  with  schizophrenics  who 
recovered  and  with  heroin  addicts  who 
recovered,"  says  Dr.  Vaillant.  "It  is  all 
about  how  people  achieve  health  out  of 
difficulty;  and  I  saw  very  much  the  same 
things  .  .  .  the  capacity  for  working  and 
loving."  ■ 


*There  were  no  women  in  the  study,  which 
Dr.  Vaillant  laments. 
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Now  this  little  piggy 
can  go  to  market  fresher  than  ever 
in  a  special  moisture-resistant 
container  by  International  Paper 


How  do  you  make  sure  fresh 
,  pork  gets  to  market  fresh, 
short  of  having  to  ship  live  pigs? 

International  Paper  has  found 
the  ideal  solution  —  the  specially 
designed,  moisture-resistant 
container  that's  floating  our 
little  piggy  across  the  page. 

Why  does  it  have  to  resist 
moisture?  Because  fresh  pork 
contains  more  moisture  than 
beef  and  most  other  fresh-cut 
meats.  That  makes  fresh  pork  a 
lot  more  difficult  to  ship. 

During  shipping,  moisture 
"weeps"  out  of  the  pork  and  into 
the  container. 

What's  more,  when  all  that 
moisture  hits  the  cold  air  inside 
refrigerated  trucks  and  railcars, 
humidity  really  builds  up.  The 
conventional  fresh  pork  container 
will  soak  up  that  humidity  as  well 
as  the  "weeping"  juice  to  become 
soggy  and  weak. 

A  crushing  problem 

Yet,  meat  containers  need  to  be 
strong,  because  each  container  is 
packed  with  from  60  to  80  pounds 
of  fresh  pork.  Then  they're  usually 


Special  International  Paper  containers  keep  their 

strength  despite  moisture  and  humidity. 
Ordinary  containers  can  become  soggy  and  crush. 

stacked  six  or  seven  high  for  ship- 
ment. In  the  three  days  it  usually 
takes  to  get  from  processing  plant 
to  supermarket,  those  soggy  con- 
tainers, especially  the  ones  at  the 
bottom,  can  crush  and  break  open. 

~  Solved  by  Weathertex® 

International  Paper  saw  the 
problem  and  found  the  solution  — 
right  on  our  own  shelves.  It  was  a 
container  made  with  Weathertex 
board,  a  tough,  moisture-resistant 
container  board  we'd  already 
specially  developed  to  ship  fresh 
chickens  packed  in  ice. 

Tests  showed  that  this  same 


material  was  perfect  for  shipping 
moist  wholesome  fresh  pork,  too. 

Now  meat-packers  using  IP 
containers  have  better  assurance 
their  fresh  pork  will  always  get 
to  market  in  the  freshest 
possible  condition. 

If  you  have  a  shipping  or 
packing  problem,  let  us  take  a 
fresh  look  at  it.  Our  industry 
specialists  may  have  the  perfect 
solution  ready  and  waiting, 
like  Weathertex  board  for 
fresh  pork.  Or  we  can  engineer 
a  solution  especially  for  you.  It 
may  be  a  special  coating,  or 
medium,  or  even  a  complete 
packaging  system  to  reduce  costs 
and  handling. 

A  container  to  keep  fresh  pork 
fresher  is  only  one  example  of 
International  Paper's  creative 
solutions  to  our  customers' 
problems  in  every  industry— from 
meat-packing  to  building  to  energy 
to  packaged  goods  to  the  medical 
field  and  more.  May  we  help  you? 

ERNATIONAL 
PER 
MPANY 

220  EAST  42ND  STREET  NEW  YORK,  NEW  YORK  10017 


We  don't  expect  meat-packers  to  float  pork  to  market.  We've  launched 
this  piglet  to  point  out  that  our  IP  container  will  resist  moisture  during 
shipping  of  fresh  pork  and  get  it  to  market  in  the  pink  of  freshness. 


^       4\  .  A  $12,000  price  tag  is  strictly  yesterday's  symbol  of  a  luxury  car. 

v*.       This  1978  Chrysler  LeBaron  is  the  new  leader  in  luxury. . .  luxury  you  can 
( j:aBj(ffifetfl  afford.  This  new  leader  has  a  grand  complement  of  standard  features.  Special 
features,  like  a  thickly  padded  vinyl  top  and  rich  velour  interior  trim.  Power 
steering. and  brakes,  of  course. 
""  1  "  The  LeBaron  Medallion  4-door  sticker  price  shown  above  even  includes 

:  optional  automatic  transmission,  whitewall  radial  tires,  wire  wheel  covers, 
and  a  digital  clock,  accurate  to  within  one  minute  per  month. 

For  your  added  convenience,  yon  can  order  other  fine  Chrysler  options. 
A  new  4-speaker  digital  stereo  system  with  electronic  search  tune.  A  tinted- 
glass,  power  sun  roof  with  sunshade.  This  LeBaron  Medallion  model  offers 
the  option  of  genuine  leather  seating,  shown  on  the  left.  The  passenger  seat 
reclines,  and  the  leather  has  been  made  specially  soft  to  the  touch. 

Along  with \  %s  special  size\.  its  comforts,  and  its  Chrysler  name,  it  is  that  remarkable  i  ^  

price  that  makes  this  1978  Chrysler  LeBaron  the  new  leader.  And  that's  where  those  ^ 
$12,000  sedansidoh't  even  come  close.  CHRYSLHK 
Buy  or  Lease  the  new  LeBaron  at  your  Chrysler-Plymouth  dealer's.  

*LeBaron  Medallion  sticker  price,  including  options  as  shown.  Taxes  and  destination  charges  extra.  a  product  or 

CHRYSLER  LeBARON.THE  NEW  SYMBOL  OF  LEADERSHIP.  c$»& 


Country  Slicker's  Progress 

The  way  Russ  Perry  has  pushed  little  Republic  Financial  Services 
up  among  insurance  industry  leaders,  it  won't  stay  little  long. 


"We  do  have  to  be  careful  at  this  time  of 
year  that  we  don't  get  carried  away," 
Russell  H.  Perry  wrote  in  July  to  stock- 
holders of  Republic  Financial  Services  of 
Dallas,  "because  we  are  now  in  the  hur- 
ricane season  and  will  have  to  be  wary  of 
that  threat  for  the  next  three  months. 
Usually  by  the  middle  of  October  the 
danger  period  for  hurricanes  is  past." 

Hurricanes?  Republic,  like  many  oth- 
er insurance  companies,  was  badly  sav- 
aged by  Hurricane  Celia,  which  tore  up 
some  $350  million  worth  of  Corpus 
Christi  and  environs  in  1970.  Loss  pay- 
ments made  by  the  insurance  industry 
totaled  $310  million.  But  October  1977 
came  and  went  without  a  repetition.  In 
fact,  Republic's  exposure  has  been  vastly 
reduced  both  by  state  law  and  company 
artifice.  By  law,  all  property  and  casualty 
companies  doing  business  in  the  state 
must  now  participate  in  insuring  the 
coastal  counties — which  reduces  some  of 
the  burden  on  local  companies  like  Re- 
public. The  company  further  improves 
its  risk  pattern  by  picking  properties  it 
wishes  to  insure  rather  than  having  them 
assigned  from  the  states  catastrophe 
pool.  Then  Republic  takes  out  reinsur- 
ance with  other  companies,  so  that  it 
would  take  a  $26-million  catastrophe  loss 
to  cost  it  as  much  as  $1  million. 

Instead  of  worrying  about  hurricanes, 
Russ  Perry  might  have  been  celebrating 
some  of  the  fanciest  results  in  the  busi- 
ness. Republic  is  not  a  giant  in  its  indus- 
try: Its  earned  premiums  of  some  $250 
million  this  year  should  rank  it  between 
50th  and  60th  among  U.S.  property  and 
casualty  underwriters  (the  largest,  State 
Farm,  takes  in  over  $4  billion).  But  Re- 
public stands  Texas-tall  in  the  individual 
homeowners,  fire  and  allied  lines  where 
it  concentrates,  and  where  it  is  already 
close  to  the  top  dozen  U.S.  companies. 

In  profitability  it  stands  even  higher 
than  that.  In  1977  s  first  half,  Republic's 
91.9%  combined  loss-expense  ratio  was 
edged  among  the  major  companies  only 
by  industry  leader  SAFECO's  88.5% 
(Forbes,  June  15)  and  State  Farm's 
91. 1%,  while  nearly  half  of  the  33  largest 
companies  lost  money  on  underwriting. 

The  current  skipper  of  this  fast-mov- 
ing craft  is  no  Texan  but  a  midwestern 
farm  boy  turned  New  Yorker.  He  started 


in  insurance  at  the  tender  age  of  17  (to 
help  support  a  widowed  mother),  then 
worked  his  way  through  high  school, 
college  (New  York  University)  and  law 
school  (Brooklyn  Law  School).  He  joined 
Republic  in  1932  when  it  took  over  the 
company  for  which  he  was  then  working. 
Making  his  mark  by  turning  the  com- 
pany's eastern  division  from  its  least 
profitable  into  its  most  profitable  oper- 
ation, he  moved  to  Dallas  in  I960,  be- 
came president  and  chief  executive  in 
1961  and  chairman  of  the  board  in  1971. 

The  Perry  regime  has  reinforced  Re- 
public's policy  of  carefully  choosing  the 
risks  it  wants  to  insure,  and  then  han- 
dling its  chosen  risks  cleanly  and  quick- 
ly. For  example,  it  writes  no  workmen's 
compensation,  malpractice  or  product  li- 
ability insurance,  all  dangerous  areas  in 


recent  years.  And  it  has  gradually  limit- 
ed its  auto  business  to  the  policies  it 
writes  in  Texas  and  New  Mexico,  about 
10%  of  its  insurance  revenues.  But  it 
offers  homeowners,  fire  and  related  cov- 
erage to  individual  buyers  in  45  states; 
and  it  makes  every  effort  to  do  as  much 
of  its  claims  work  as  possible  through  its 
own  adjusters,  rather  than  the  indepen- 
dent adjusters  many  companies  use. 

Republic  is  even  more  selective  than 
this.  For  example,  it  will  write  less  insur- 
ance in  a  section  of  a  state  known  to  be 
prone  to,  say,  hailstorm  damage.  That  is 
done  by  decreasing  through  attrition  the 
number  of  independent  agents  through 
which  the  company  chooses  to  sell. 
Agents  go  out  of  the  business  or  die,  so 
that  by  appointing  or  not  appointing  new 
agents  in  a  given  area  a  company  can 


Storm  Watcher:  Russell  Perry  still  tracks  hurricanes  from  habit,  though  they  no 
longer  threaten  Republic  Financial  Services'  insurance  business  as  they  once  did. 
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i  satellite?  GEE!" 


(No,  GTE!) 

In  the  next  ten  years,  long-distance  calls  in 
this  country  are  expected  to  double. 

How  in  the  world  are  we  going  to  meet  this 
enormous  demand  ? 

One  of  the  answers:  satellites. 

They're  actually  being  used  right  now  to  trans- 
mit long-distance  calls— the  signals  being  sent  and 
received  from  places  called  earth  stations. 

And  they'll  be  used  more  and  more  in  the  fu- 
ture, as  long-distance  calls  get  greater  and  greater 
in  volume. 

Presently,  we're  participating  in  the  use  of  two 
communications  satellites.  And  each  One  of  them 
can  handle  18,000  long-distance  calls  at  once. 

That  ought  to  keep  you  talking  for  a  while. 


Communications / Electronics / Lighting  / Precision  Materials 


turn  business  on  and  off  almost  like  a 
spigot.  Similarly,  in  a  year  when  rates  in 
general  are  lagging  behind  costs,  a  com- 
pany can  hang  back  nationwide  and  wait 
for  improvement. 

Russ  Perry  is  healthy  enough  at  age  68 
and  happy  enough  in  his  job  (much  of 
which  consists  in  being  a  Dallas  civic 


wheel)  that  he  says  he  has  no  plans  at  all 
for  stepping  down.  He  will  eventually,  of 
course,  if  only  to  give  New  York-born 
John  F.  Knight,  now  president  and  chief 
administrative  officer,  a  chance. 

But  for  the  present,  having  just  re- 
ported nine-month  earnings  from  oper- 
ations running  nearly  80%  ahead  of  a 


good  showing  last  year,  and  earnings  per 
share  at  $3.94,  up  78%,  about  the  only 
thing  Russ  Perry  could  wish  for  right 
now  is  a  better  price  for  his  Big  Board- 
listed  stock,  which,  though  it  has  trebled 
in  price  since  1974,  still  commands  a 
multiple  of  only  four  times  probable 
1977  earnings.  ■ 


A  Good  Offense  . . . 


It's  getting  to  be  a  familiar  experience  for  corporate  bosses. 
The  telephone  rings.  It's  an  investment  broker  or  the  top 
man  of  another  company.  The  message  goes  something  like 
this:  "Bill,  we're  going  to  make  a  tender  offer  for  your 
company's  stock  at  40%  over  the  market  price."  Just  like 
that!  The  company's  cherished  independence  is  threatened. 
So  are  the  boss'  hard-won  power  and  perks. 

Faced  with  such  a  threat  a  decade  ago,  Republic  Financial's 
Russ  Perry  fought  back  tooth  and  nail.  Even  now  his  account  of 
how  he  defended — and  won — is  an  engrossing  tale: 

"We  had  a  stockholder  who  was  also  on  our  board  and 
owned  10%  of  our  stock.  He  got  an  offer  from  Gulf  Insurance 
Co.  at  about  six  or  seven  dollars  above  market,  and  he 
apparently  grabbed  it.  He  came  out  here  about  3  o'clock 
Friday  afternoon  to  tell  me  he  had  sold  his  stock;  he  was 
sorry  to  do  this  to  me  but  he  just  couldn't  turn  down  that 
kind  of  an  offer.  An  outfit  out  in  California — I  can't  remem- 
ber its  name — had  10%  of  our  stock,  so  I  picked  up  the 
phone  and  called  Bob  Johnson  out  there  right  away;  it  was 
just  after  1  o'clock  there.  I  said,  Bob,  just  curious,  I  was 
wondering  if  you  still  have  the  10%  of  our  stock.'  He  said, 
'Well,  I  don't  know  any  reason  why  we  shouldn't,  but  let  me 
check  on  it.'  He  called  me  back  and  said,  I  find  that  we  just 
sold  it  to  a  broker  in  Dallas  about  a  half-hour  ago.' 

"That  told  me  the  10%  went  to  Gulf.  So  I  called  August 
Buchel,  who  was  president  of  Gulf  at  that  time,  and  said, 
August,  I  understand  you're  our  largest  shareholder  now.' 
Yeah.  How'd  you  find  that  out?'  I  said,  I  just  put  two  and 
two  together,  and  got  at  least  20%.'  'That's  right.'  So  I  said, 
'Well,  I  just  want  to  know  what  I'm  going  to  have  to  do  for 
my  new  shareholder.'  He  said,  'Oh,  we  just  think  you're  a 
fine  company.' 

"I  did  know  that  17%  of  Gulfs  stock  was  resting  down 
with  American  General  in  Houston,  and  I  got  ahold  of  a 
broker  here  in  Dallas  who  was  very  close  to  them.  He  called 
them,  and  they  said,  yeah,  they  might  have  some  interest. 
So  he  flew  down  there  Friday  evening  and  saw  them 
Saturday,  and  they  said  they  thought  they  would  be  inter- 
ested in  selling  it.  About  11:30  Monday  morning  I  got  a  call 
from  Houston,  and  they  said  we  could  have  the  stock — but  I 
had  just  40  minutes  to  make  up  my  mind. 

"You  know,  the  good  Lord  was  with  me.  I  picked  up  the 
phone  and  started  to  dial  our  six  executive  committee 
members  other  than  me,  and  I  got  every  one  of  them  on  the 
first  call.  So  in  about  15,  20  minutes  I  called  back  and  said 
we'd  take  it. 

"Then  on  Monday  morning  Gulf  called  and  wanted  to  see 
me  at  2  o'clock  for  a  meeting  on  potentials  of  our  working 
together.  When  I  go  to  the  meeting,  I  know  I've  got  17%  of 
them;  and  they  don't  know  that.  They  proceeded  to  tell  me 
how  they're  going  to  make  this  so  much  better  for  me,  a 
bigger  job,  more  money.  I  listened  to  their  story,  and  never 
said  anything  about  having  any  of  their  stock,  and  left.  I 
didn't  know  what  I  was  going  to  do  or  how  we  were  going  to 
do  it. 

"Next  I  checked  with  a  couple  of  brokers  we  were 
friendly  with  in  New  York,  because  I  knew  there  were  some 


people  looking  for  companies,  and  I  found  this  man  that  had 
all  kinds  of  money.  In  fact,  it  was  one  of  the  Pritzker  family 
out  of  Chicago  that  owns  Hyatt  House.  We  looked  at  it  from 
whether  we  ought  to  make  a  run  for  Gulf.  We  talked  to 
Pritzker,  and  he  agreed  to  put  up  the  money  and  we'd  make 
a  cash  tender  offer  for  Gulf.  We  would  run  the  business  off 
[let  the  Gulf  policies  expire]  and  share  the  profits  if  there 
were  any.  He  could  liquidate  the  securities,  and  he  could 
probably  have  made  himself  $12  million  to  $15  million  with 
very  little  problem. 

"Meanwhile,  I  guess  it  was  Wednesday  I  was  going  down 
to  Austin  for  a  rate  hearing.  I  went  out  to  Love  Field  about  a 
quarter  of  seven  for  a  7  o'clock  plane,  and  who's  standing 
there  but  August  Buchel.  We  were  about  as  civil  to  each 
other  as  you  can  be  under  the  circumstances.  So  we  get  on 
the  plane,  and  he  wants  to  know  if  he  can  sit  with  me.  I  can't 
very  well  say  no,  so  I  accept. 

"On  the  plane  he  said,  Say  Russell,  did  you  buy  that  Gulf 
stock  out  of  American  General?'  I  said,  'Yes,  we  did, 
August.'  He  said,  That  shocks  me.'  I  said,  I  don't  see  why 
you  should  be  shocked.  You  thought  so  well  of  us,  why  can't 
we  think  well  of  you?' 

"At  the  rate  hearing  he  stuck  to  me  like  I  was  glue.  So  lo 
and  behold  if  somebody  doesn't  put  up  on  the  blackboard, 
Russell  Perry,  call  Dallas,  urgent,  number  so-and-so.'  I 
leave  the  meeting  to  make  the  call,  and  it's  another  broker, 
he's  got  5,000  shares  of  Gulf.  I  say  we'll  take  it.  So  I  go  back 
to  the  meeting,  and  finally  August  can't  contain  himself.  He 
turns  to  me  and  says,  I  hope  it  wasn't  bad  news.'  I  said, 
'No,  it  was  good  news;  we  bought  some  more  Gulf  stock.' 

"At  9  o'clock  that  morning  we  had  a  special  board  meet- 
ing, and  some  of  our  Dallas  directors  said,  'We  think  you 
ought  to  meet  with  Mr.  Buchel  once  more.  We  just  hate  to 
see  Republic  be  a  party  to  dismantling  a  company  if  we  can 
help  it.'  So  I  met  him  about  10  o'clock,  and  I  told  him, 
'August,  I'm  not  trying  to  make  any  threats,  but  you're  in  a 
very  precarious  position.'  But  he  said  no,  so  I  came  back. 

"I  guess  I  wasn't  back  more  than  half  an  hour  when  the 
phone  rang  and  it  was  August  Buchel.  He  said,  Russ,  I 
talked  to  some  of  our  people,  and  we'd  like  to  do  what  you 
said,  unscramble  the  thing.'  I  said,  I'll  tell  you  how  we  do 
it,  August.  I  want  the  contracts  drawn  up,  and  I  want  em  at 
the  First  National  by  1  o'clock  this  afternoon,  and  we'll  sign 
em  if  they  are  agreeable.  You  buy  back  your  stock,  we'll 
buy  back  ours.'  And  they  did;  they  moved  fast. 

"So  now  I've  signed  the  papers,  I've  come  back  here,  and 
at  2  o'clock  I've  got  to  tell  Mr.  Pritzker  it's  no  deal.  I  really 
hated  to  do  it,  but  you  know,  I  have  great  respect  for  him. 
He  looked  at  me  and  said,  'Russ,  that's  just  the  fortunes  of 
war.  Frankly,  they  being  a  Dallas  cqmpany  and  you  being  a 
Dallas  company,  I  think  it's  the  proper  way  out.  I'm  sorry 
we  didn't  make  the  deal,  but  that's  all  right.'  ' 

Epilogue:  Gulf  soon  fell  into  the  hands  of  University 
Computing,  one  of  the  highest  flyers  of  that  bygone  age; 
was  put  up  as  security  for  a  loan;  was  taken  over  by  the 
lender;  and  is  now  an  obscure  subsidiary  of  Control  Data's 
Commercial  Credit  Co. 
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A  New  Kind  Of  Collateral 


Is  the  cost  of  a  college  education  consumption 

or  is  it  investment?  Sallie  Mae  is  blurring  the  distinction. 


Henry  Ford  fought  a  losing  battle 
against  the  modern  age  of  auto  financing 
this  way:  Give  me  a  certain  amount  of 
money  each  week  for  a  year,  he  said. 
When  you  have  enough  money  to  buy 
one  of  my  cars  I  will  give  the  auto  to  you. 
Across  the  street,  of  course,  General 
Motors  was  only  too  happy  to  give  you 
the  car  at  the  beginning  of  the  year,  and 
take  payments  on  it  thereafter,  and  .  .  . 
well,  you  know  the  rest. 

Something  of  the  sort  is  happening 
now  with  university  educations.  With 
autos,  of  course,  it  was  private  finance 
companies  that  pioneered,  closely  fol- 
lowed by  General  Motors'  own  captive 
credit  company,  General  Motors  Accep- 
tance Corp.  With  college  educations, 
however,  the  pioneering  was  left  to  a 
governmental  corporation  called  the  Stu- 
dent Loan  Marketing  Association,  Sallie 
Mae  for  short. 

Like  GMAC,  the  purpose  of  Sallie 
Mae  is  to  keep  an  industry  going.  In  one 
case  it  is  cars,  in  the  other,  teaching.  You 
will  not  have  to  scratch  your  head  for  too 
many  minutes  to  figure  out  who  is  the 
lobbying  force  behind  Sallie  Mae. 

Legend  has  it  that  lending  money  to 
students  is  one  of  the  riskiest  enterprises 
there  is,  that  students  never  pay  back 
their  loans.  Baloney.  These  are  the  same 
kinds  of  rumors  Henry  Ford  put  out 
about  GM.  Sallie  Mae  is  making  a  profit, 
$2.2  million,  or  $13  a  share  on  each  of  its 
167,000  shares  on  loans  of  over  $400 
million  last  year.  Total  student  loans 
committed:  $10.5  billion. 

And  why  not?  Granted,  you  can  t  re- 
possess a  degree  the  same  way  you  can  a 
car,  but  it  rarely  comes  to  that.  Most  kids 
want  to  pay  their  bills.  For  those  who 
don't,  Sallie  Mae's  collection  agents — 
First  Chicago  Corp.,  First  National  Bank 
of  Minneapolis  and  Wachovia  Corp., 
among  others — pursue  delinquent  debt- 
ors with  single-minded  intensity.  Their 
most  effective  threat:  Nobody  wants  a 
bad  credit  rating  coming  out  of  college 
into  a  professional  career. 

Underneath  it  all,  of  course,  is  that 
familiar  device,  the  government  guaran- 
tee: If  the  borrower  fails  to  make  good, 
the  taxpayer  will  ante  up  instead.  It  was 
this,  in  fact,  that  got  Sallie  Mae  into 
business  in  the  first  place,  as  a  lure  to 
keep  private  lenders  nervous  about  stu- 


dent defaulters  in  the  college  market. 

But  now  Sallie  Mae  has  grown.  A 
"warehousing"  advance  program  allows 
lenders  to  use  existing  student  loans  as 
collateral  on  new  loans  from  Sallie  Mae, 
which  must  in  turn  be  reinvested  in  still 
more  student  loans.  This  "frees  up  tight 
funds" — creates  money,  as  the  econo- 
mists say — and  allows  lenders  to  dump 
both  the  grace  period  that  is  usually 
allowed  student  borrowers  and  servicing 
costs  on  Sallie  Mae. 

Then,  too,  Sallie  Mae  can  buy  the  loan 
outright,  usually  at  face  value  or  a  little 
less.  For  example,  Sallie  Mae  has  bought 
or  promised  to  buy  some  $106  million 
worth  of  loans  from  the  Minnesota  High- 
er Education  Coordinating  Board. 
Backed  by  this  commitment,  Minnesota 
was  able  to  sell  bonds  to  raise  revenue 
for  student  loans  at  a  shorter  maturity,  a 
lower  interest  rate  and  with  relatively 
little  cost,  since  Sallie  Mae  will  handle 
servicing  and  collection. 

"The  main  benefit  is  that  thousands  of 
students  will  be  assured  of  funds  to  pay 
their    post-secondary     education  ex- 


penses," says  Clyde  Ingle,  executive  di- 
rector of  the  Minnesota  Coordinating 
Board.  And  hundreds  of  teachers  will  eat 
well  and  sleep  well.  For  certainly  one  of 
the  overriding  joys  of  all  this  easy  money 
is  that  students  now  can  pay  teachers  to 
teach  them. 

But  the  upshot  is  clear  enough.  First  it 
was  the  auto  industry  that  tapped  into 
the  possibilities  of  today's  noncash  soci- 
ety: no  money  down  and  a  couple  of 
years  to  pay.  The  colleges  are  simply 
catching  up  with  the  pack.  It  is  the  end 
of  the  lump-sum  payment.  Education  is 
now  capital  that  you  can  borrow  against 
just  as  you  can  borrow  against  govern- 
ment bonds  or  houses. 

Which  is  fine,  unless  you  don't  like 
autoworkers  better  than  college  profes- 
sors. Then  you're  out  of  luck.  You're  also 
in  bad  shape  if  you  like  crisp  distinctions 
between  savings  and  investment,  be- 
tween physical  capital  and  all  other 
forms  of  postponed  consumption.  But 
there  the  college  professors  are  out  of 
luck,  too,  at  least  the  conventional 
economists  among  them.  ■ 
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"I  trust  what  they  say." 

We  went  to  Kansas  City  to  meet  some 
of  the  TV  Guide  readers  there.  They  talked  about 
how  a  magazine  touches  their  lives.  And  why. 

To  Russ  and  Anna  Brown,  family  life 
centers  around  their  children.  They  under- 
stand the  influence  television  can  have. 
And  they  set  high  standards  for  viewing 
Standards  they  base  on  solid  informa- 
tion. "I  trust  TV  Guide  and  what  they 
say"  Anna  told  us.  XXI  read  an  article 
last  night  and  I  almost  stood  up 
and  cheered.  They  just 
present  the  facts  and 
you  make  up  your  own 
mind'.' 


All  across  America  people  read  TV  Guide. 

It's  part  of  their  lives.  A  magazine  they  can  turn  to  for 
insight,  information  and  a  point  of  view  about  television's  effect 
on  their  family,  their  lifestyle,  their  world. 

It's  an  environment  advertisers  can  use,  a  magazine  where 

America  reads! 


"I  don't  think  there  is  enough 
knowledgeable  criticism  of  tele- 
vision'/ comments  Frank  Brennan, 
insurance  man,  civic  leader  and 
early  morning  jogger.  "TV  Guide 
should  keep  at  it.  This  is  a  respon- 
sible periodical  that  people 
read  and  look  to.  It  has  a  lot  of 
influence'.' 

"I  find  the  writing  in  TV  Guide 
very  satisfying,  very  concise 
and  very  sharp/  Jim  Assad,  direc- 
tor at  the  Missouri  Repertory- 
Theatre,  told  us  during  a  break  in 
rehearsal  of  Pinter's  "Old  Times'.' 
"In  directing  a  play,  I  don't  dare  to 
condescend  to  an  audience.  And  I 
don't  find  TV  Guide  condescending 
in  any  way' 

"I  like  the  magazine  because  it 
performs  a  service  to  the  consumer," 
says  Jack  Boring,  successful  appli- 
ance dealer.  And  songwriter.  He 
values  TV  Guide  as  a  reader  and  as 
a  retailer.  "Our  manufacturers 
advertise  in  it  pretty  extensively." 

"TV  Guide  has  the  image  to  a 
lot  of  people  as  being  literally  a 
guide','  says  Jackson  County  legislator 
Kay  Waldo  (known  to  local  CB-ers  by 
her  handle  Kary  Arapajo).  "I  know 
it's  much  more  than  that  in  having 
articles,  critiques,  reviews  in  addi- 
tion to  the  listings.  If  it  were  $2.00, 
I  would  buy  iVJ 


'.dvertising  gains  attention,  makes  an  impression,  and  generally 
I  rets  the  best  reading  for  your  ad  dollar. 

Isn't  that  what  you  want  your  advertising  to  do? 
fell  42.7  million  adult  Americans  in  America's  best  selling 
magazine . 
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Don  Frey9s 
Dilemma  

The  man  who  helped  create  Ford's  Mustang  hasn't 
been  able  to  repeat  his  success  at  Bell  &  Howell. 


"Look,"  said  the  stock  pushers  of  the 
late  1960s,  "you  can  figure  it  out  for 
yourself.  If  every  American  family  buys  a 
movie  camera,  Bell  &  Howell's  earnings 
have  got  to  explode.  Another  Eastman 
Kodak!  The  stock  has  already  hit  90,  and 
that  may  be  just  the  beginning." 

The  late  1960s  seems  a  very  long  time 
ago  at  Bell  &  Howell's  Chicago  head- 
quarters. Profits  have  gone  down  more 
often  than  they  have  gone  up  since  then, 
and  the  onetime  high  price/earnings 
stock  now  sells  at  a  big  discount  from 
book  value.  Charles  Percy  left  the  com- 
pany for  the  U.S.  Senate  in  plenty  of 
time  to  avoid  taking  blame  for  the  de- 
cline. Peter  G.  Petersen,  now  head  of 
Lehman  Brothers  in  New  York,  escaped 
just  before  the  red  ink  and  big  writeoffs. 
Left  holding  the  bag  was  Donald  N. 
Frey,  the  onetime  Ford  Motor  wonder- 
worker who  gets  credit  for  the  Mustang 
but  little  for  B&H. 

The  home-movie  boom  peaked  in  the 
early  Seventies.  At  the  same  time,  East- 
man Kodak  and  Japanese  competitors 
began  increasing  their  market  shares. 

In  its  glory  days  Bell  &  Howell  made 
numerous  acquisitions.  Many  of  these 
proved  to  be  duds  and  Frey  has  been 
getting  rid  of  them.  The  biggest  loser 
was  electronic  and  technical  correspon- 
dence schools,  dumped  by  Frey  in  1975 
at  a  cost  of  $18  million.  This  explains  the 
red  ink  B&H  displayed  in  1975  and  its 
merely  marginal  earnings  in  1976  (71 
cents  a  share).  The  bad  news  isn't  over 
yet:  This  year's  net  will  be  penalized  to 
the  tune  of  $4  million  because  of  losses  in 
its  mail  remittance  processing  business, 
a  bank  information  retrieval  system. 

Meanwhile,  B&H's  tribulations  in 
home  movies  continue.  Based  on  a  re- 
cently released  third-quarter  earnings 
report,  Bell  &  Howell  could  lose  $8  mil- 
lion to  $10  million  this  year  in  consumer 


photography.  In  1976  Bell  &  Howell  re- 
vamped its  line  of  cameras  and  projec- 
tors. While  the  new  Japanese-made 
movie  cameras  are  doing  well,  produc- 
tion of  the  new  projectors  has  hit  terrible 
snags.  The  biggest  problem  is  that  the 
plant — built  in  Lincolnwood,  111.  in 
1942 — is  so  obsolete  that  costs  are  high. 
In  addition,  the  plant,  which  costs  an 
estimated  $15  million  to  $20  million  a 
year  to  run,  has  not  operated  at  full 
capacity  for  many  years.  "Our  sales  are 
all  right,"  Frey  says.  "It's  our  costs  that 
are  hurting  us."  But,  of  course,  if  sales 
were  really  "all  right"  capacity  would  be 
no  problem. 

Since  its  equipment  offers  no  techno- 
logical superiority  over  that  of  its  bigger 
competitors,  the  really  long-range  ques- 
tion is  whether  B&H  can  remain  in  the 
home-movie  business  at  all.  Mario 
Hirsch,  whose  highly  successful  New 
York  City  camera  store  and  mail-order 
business  boasts  a  yearly  volume  of  $8 
million,  says:  "We  don't  sell  any  of  their 
movie  cameras,  projectors  or  35  millime- 
ter cameras.  Their  marketing  policies 
have  been  so  erratic,  I'm  not  even  inter- 
ested in  looking."  And  at  Willoughby 
Camera  Store  in  Manhattan,  which  has  a 
yearly  volume  of  $8  million,  buyer  Ned 
Caloustian  says:  "Bell  &  Howell  is  not  a 
magic  name  anymore." 

Even  if  they  solve  their  photography 
problems,  the  best  they  can  do  is  to 
break  even.  The  home-movie  business 
will  eventually  be  displaced  by  the  vid- 
eo-recorder business.  Movie  cameras  are 
simply  not  a  growth  business  anymore. 
And  what  does  Don  Frey  say?  He  is 
frank:  "An  investment  of  heavy  money  is 
not  warranted." 

Considering  all  this,  it  is  surprising 
that  Bell  &  Howell  makes  money  at  all. 
The  company  does  have  winners.  One 
big  one  is  the  microimagery  business. 
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Bell  &  Howell  has  been  in  the  business 
for  over  30  years,  and  supplemented  its 
capability  with  several  of  the  1960s  ac- 
quisitions. As  business  and  government 
have  increasingly  put  their  masses  of 
paper  and  computer  printouts  on  film, 
Bell  &  Howell  has  been  ready.  The  com- 
pany offers  almost  400  different  micro- 
film products  and  services,  and  operates 
microfilm-processing  laboratories  in  25 
locations.  Thus,  while  the  mieroimagery 
industry  has  been  growing  at  a  20%  year- 
ly rate,  Bell  &  Howell's  mieroimagery 
sales  are  growing  23%  annually.  Today, 
with  an  estimated  11%  share  of  a  more 
than  $1 -billion  market — which  could 
reach  $2.5  billion  by  1980— Bell  & 
Howell  is  the  third-largest  company  in 
mieroimagery  in  the  U.S.  and  the  second 
largest  abroad.  Last  year  this  business 
accounted  for  25%  of  Bell  &  Howell's 
sales,  and  far  more  of  its  profits.  Were  it 
just  a  mieroimagery  company,  B&H 
would  be  doing  very  well  indeed. 

Instead,  Frey  hopes  to  reduce  movie 
equipment  costs  while  buying  the  time 


". . .  We  have  to  get  a  high 
return  on  capital,  but  we  also 
have  to  invest  in  R&D  . . ." 


necessary  to  enter  the  video-recorder 
business.  Bell  &  Howell  has  already 
spent  what  Frey  will  only  say  amounts  to 
"multimillions"  on  developing  a  magnet- 
ic tape  system  competitive  with  Polar- 
oid's wet-chemistry  instant  movie  cam- 
era. The  company  also  has  an  investment 
in  a  German  video  company,  and  a  joint 
venture  with  General  Electric  to  devel- 
op solid-state  video  products.  But  most 
of  this  effort  probably  won't  reach  the 
consumer  for  two  or  three  years;  mean- 
while, TV  manufacturers  like  BCA  and 
Sony  could  take  over  the  business,  with 
Bell  &  Howell  losing  out. 

But  with  the  continuing  sickness  in 
home  movies  and  the  writeoffs,  Wall 
Street  analysts,  who  were  predicting 
earnings  this  year  of  as  much  as  $2.85  a 
share  vs.  $2.22  last  year,  are  revising 
their  predictions  downward  to  as  low  as 
$1.75 — a  return  of  less  than  6%  on  book 
value.  And  1978  prospects  are  not  much 
brighter.  As  one  of  them  says,  "Bell  & 
Howell  is  a  company  that  is  always  in  the 
process  of  turning  around.  " 

Don  Frey  says  that  the  company  faces 
a  classic  dilemma:  "We  have  to  get  a  high 
return  on  capital,  but  we  also  have  to 
invest  in  research  and  development." 
While  mieroimagery  and  numerous  edu- 
cational products  provide  it  a  profitable 
base,  they  are  not  big  enough  to  support 
the  needs  of  the  rest  of  the  business.  The 
result:  Bell  &  Howell  cannot  support  the 
needed  research  and  derive  the  neces- 
sary profits  at  the  same  time.  ■ 


THE  ITIOUSE 
THAT  ROARS. 

■",  ,•  .      .      ■'  .',',"**■•     •  •      •  '  '  •^'L*. •,  i.."^.'»5y" 

The  trouble  with  most  pocket-sized  dictating  machines  is  that 
they  give  you  pint-sized  sound. 

But  now  there's  a  Dictaphone  with  the  voice  of  command.  It's 
the  new  Dictamite  100.  Small,  easy  to  carry  in  your  pocket  or  case, 
it  gives  you  full-sized  sound  from  mini-cassettes.  Sound  so  full 
and  rich  your  secretary  will  thank  you  for  it. 

It's  personal,  good  looking  and  indescribably  handy.  And 
Dictamite  is  not  just  built  to  travel,  it's  built  to  last. 

The  Dictamite  100.  Hearing  is  believing. 

For  more  information  on  the  new  Dictamite  100, 
call  this  toll-free  number: 

800-431-1708 

(In  New  York  914-967-2249) 
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ON  MARS, 

WE'RE  NOT  KNOWN 

FOR  OUR 

AIR  CONDITIONERS. 


You  probably  know  that 
Carrier  Corporation  is  the  world  s 
largest  maker  of  air  conditioners. 
But  that's  only  this  world. 

Millions  of  miles  away,  our 
Spectrol  Electronics  subsidiary  is 
involved  in  the  search  for  life 
on  Mars.  The  arms  of  the  Viking 
landers  that  have  been  gathering 
Martian  soil  samples  are  guided 
by  electronic  components  made 
by  Spectrol. 

Of  course,  a  job  like  this 
doesn't  come  along  very  often. 
But  plenty  of  others  do.  From  the 
outside  world.  And  from  inside 
Carrier  Corporation,  where  our 
divisions  regularly  contribute  to 
each  other's  success. 

Inside  Carrier,  Spectrol 
electronic  brains  help  our  air  condi- 
tioners achieve  their  outstanding 
energy  efficiency  and  reliability. 
Carrier  Transicold  is  revolutionizing 
refrigerated  trucking  with  Spectrol 
solid-state  controls  that  eliminate 
costly  downtime  for  recalibration. 

Outside  Carrier  Corporation, 
Spectrol  keeps  busy  producing 
electronic  components  for  telecom- 
munications; industrial,  aircraft 
and  medical  instruments;  controls 
for  industrial  machinery  and  corn- 


Summer  twilight  ori 


puters;  and  even  a  wind  indica 
for  sailboats. 

Whether  we're  working 
outside  the  Corporation  on  M? 
or  inside  with  the  division  acre  J 
town,  we  deal  with  energy  ide;  . 
the  world  can  use.  Ideas  that  ai  r 
work  in  gas,  oil  and  petrocherr  1 
production;  refrigeration  for 
nuclear  power,  food  processing  Is 
and  transport;  waste  handling: 


:  computer-processed  time-lapse  photo  by  Viking  1  lander. 


i>f  course,  the  widest  range 
^h-efficiency  heating  and 
ng  equipment  for  residential, 
inercial  and  industrial  uses, 
m  separate  divisions,  operating 
p.  countries,  serving  hundreds 
iirkets. 

We've  built  a  strong,  growing 
itess  by  helping  to  expand  the 
ITs  usable  supply  of  energy  and 

lping  people  to  use  it  more 


efficiently.  So  when  you  need 
the  best  ideas  in  air  conditioning 
or  you  want  to  see  what's  hiding 
under  a  rock  on  Mars,  you  know 
who  to  call. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse,  N  Y  13201 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT  WORK. 
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President.  Eastern  Airliner 


It's  understanding  how 
passengers  think  that's  helping  us 
get  more  of  them. 

When  you  call  Eastern  Airlines 
Reservations,  we  know  you  want 
pleasant  helpful  service,  and  we 
know  you're  in  a  hurry. 

So  our  goal  is  to  answer  your 
call  quickly— and  in  most  cases  by  a 
real  person,  not  a  recording. 

Your  call  to  Eastern  Reserva- 
tions is  our  first  chance  to  take  care 


of  you,  and  that's  exactly  what 
we're  going  to  do. 

There  are  over  3,000  special- 
ists in  12  Eastern  Reservations 
Centers,  handling  more  than 
150,000  calls  a  day,  one  at  a  time. 

Reservations  is  a  big  job.  It's 
not  just  to  sell  seats.  It's  to  answer 
questions  about  airfares,  hotels,  car 
rentals.  It's  to  get  you  on  the  right 
flight  even  if  we  have  to  put  you  on 
another  airline. 

©  EASTERN 

THE  WINGS  OF  MAN 


Simply  said,  Eastern  Resen 
tions  people  are  there  to  help  yoi 
It's  this  kind  of  attitude  that 
helped  win  us  2  million  more  pass 
gers  last  year  than  the  year  befor 
Look,  there  are  a  lot  of  airlir 
out  there  you  could  fly  besides 
Eastern.  So  if  we  want  you  to  fly 
Eastern  all  the  time,  and  we  do, 1 
have  to  earn  our  wings  every  day 
Every  day.  On  the  phone.  A 
the  airport.  On  the  plane. 

'  The  Wings  of  Man"  is  a  registered  service  mark  of  Eastern  Air  Lin 


Speculating  In  White  Elephants 


Small  investors  lost  billions  in  REIT  stocks.  Some  very  smart, 
big  investors  now  expect  to  make  millions  in  them. 


By  HOWARD  RUDNITSKY 

Incredible  as  it  would  have  seemed 
when  1977  began,  the  battered  real  es- 
tate market  is  once  again  approaching 
boom  conditions  in  many  sectors.  With 
foreigners  flocking  into  the  U.S.  realty 
market  alongside  American  investors 
discouraged  with  the  stock  market, 
prices  for  good  and  even  some  not-so- 
good  properties  are  rising  fast.  But  the 
stock  market  has  not  yet  recognized  the 
full  extent  of  this  startling  recovery:  At 
recent  prices  the  79  REITs  listed  in  the 
tables  accompanying  this  article  (see 
I  pages  84-86)  had  a  combined  market  val- 
ue of  $1.8  billion  vs.  a  stated  book  value 
of  $2.3  billion,  and  the  book  value  itself 
ris  probably  substantially  below  the  likely 
market  value  of  the  underlying  proper- 
ties. Says  Peter  Treves,  a  highly  success- 
ful investor  and  head  of  the  small  Wall 
Street  firm  bearing  his  name:  "REIT 
stocks  may  be  the  only  cheap  way  left  to 
i invest  in  real  estate."  Anthony  Downs,  a 
prominent  realt\  consultant  and  senior 
fellow  at  the  Brookings  Institution,  en- 
1  thusiastically  agrees.  Says  Downs:  "The 
|  stock  market  doesn't  know  how  to  evalu- 
late  real  estate  so  it's  grossly  undervalu- 
ing real  estate  assets." 


Real  estate  companies — and  even 
companies  with  sizable  real  estate  sub- 
sidiaries— are  finding  they  can  become 
far  more  liquid  than  they  looked  before 
by  disposing  of  a  group  of  properties  or 
mortgage  packages.  A  few  examples: 

To  help  liquify  the  balance  sheet,  old- 
line  real  estate  firm  Tishman  Realty  & 
Construction  is  in  the  process  of  selling 
properties  for  about  $110  million  in  cash, 
subject  to  unpaid  mortgages  valued  at 
$171  million,  to  Equitable  Life  Assur- 
ance Society  of  the  U.S.  and  other  pur- 
chasers. The  sale  turned  an  81-cents-a- 
share  deficit  of  shareholders'  equity  into 
a  positive  equity  of  about  $16.  Tishman 
stock,  which  sold  for  under  10  on  the 
New  York  Stock  Exchange  last  year  is 
nearly  double  that  today. 

Last  month  Dayton  Hudson  Proper- 
ties, a  realty  subsidiary  of  the  Minneapo- 
lis retailer,  announced  the  sale  of  nine 
shopping  centers  to  the  same  Equitable 
Life  for  $305  million,  plus  a  potential  $50 
million  more  over  two  years.  DHP  real- 
ized a  profit  on  the  deal  of  between  $215 
and  $265  million. 

C.I.  Realty,  a  troubled  REIT,  sold 
4,800  apartment  units  over  an  18-month 
period  for  $17  million  in  cash  and  a  $51- 
million  mortgage  debt.  Another  REIT — 


a  quite  healthy  one — General  Growth 
Properties,  sold  1,600  Houston  apart- 
ments this  year  for  about  $18  million. 

Rouse  Company,  a  Maryland-based 
shopping  center  and  new-town  develop- 
er, recently  indicated  it  is  in  the  process 
of  selling  off  an  apartment  complex  in  the 
vast  Columbia,  Md.  new  town,  through 
a  company  it  partly  owns.  The  amount  of 
money  was  not  disclosed,  but  it  involved 
a  good-sized  profit.  The  stated  book  val- 
ue of  all  of  Rouse's  highly  profitable  real 
estate  is  a  paltry  $15  million,  but  Rouse 
has  had  an  independent  appraisal  made, 
accepted  by  the  Securities  &  Exchange 
Commission,  that  places  its  properties 
on  a  current  value  basis  at  $138  million. 

Two  corporate  giants,  Westinghouse 
and  Chrysler,  recently  sold  sizable  real 
estate  holdings  to  private  developers. 

What  all  these  real  estate  deals  have  in 
common — though  they  are  being  made 
for  different  reasons — is  that  they  dem- 
onstrate how  real  estate  held  by  public 
companies  today  isn't  fully  reflected  in 
their  stocks'  market  value.  Even  the  ap- 
parent premiums  over  book  enjoyed  by 
stocks  like  Rouse  are  more  the  result  of 
accounting  convention  than  reality. 

For  whatever  reasons,  realty  stock 
prices  are  extraordinarily  low.  Soine- 
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thing  like  $4  billion  has  been  lost  in 
market  value  since  1973.  However, 
starting  last  year  prices  came  back  from 
their  near  wipeout  levels  as  it  became 
apparent  that  not  all  real  estate  compa- 
nies were  destined  for  bankruptcy.  The 
National  Association  of  Real  Estate  In- 
vestment Trusts  Index  of  REIT  stocks 
began  recovering  in  the  fall  of  1976 — 
from  20.81  to  25.19  this  October.  That's 
still  way  down  from  the  dizzy  heights,  in 
January  1973,  of  over  100,  but  this  year's 
sizable  gains  stood  out  in  contrast  to  a 
15%  stock  market  decline.  In  October 
tight-money  fears  knocked  the  stock 
market  for  a  further  loop. 

In  the  face  of  that  drop,  notes  Peter 
Treves,  "Most  of  the  140  real  estate 
stocks  we  monitor  held  firm.  These 
stocks  were  responding  to  something 
more  than  potential  threats  to  profit 
margins." 

He  suggests  that  sophisticated  inves- 
tors buying  into  real  estate  stocks  aren't 
primarily  looking  for  earnings  growth  or 
high  yields — though  they  welcome  divi- 
dends as  a  source  of  support,  basically, 
they  are  buying  into  the  future  potential 
sale  of  undervalued  real  estate. 

"Since  1974,"  says  Treves,  "sizable 
numbers  of  REITs  have  substantially 
converted  from  short-term  borrowers 
into  mortgage  and  property  holders.  Bil- 
lions of  dollars  worth  of  bank  debt  have 
been  converted,  largely  through  foreclo- 
sures and  asset  swaps.  As  a  result  they 
are  in  the  real  estate  business.  Most 
need  money  to  further  reduce  debt  so 
lots  of  properties  are  being  sold." 

The  underlying  assumption  is  that 
these  sales  will  produce  some  equity 
capital  in  a  business  that  has  lost  more 
than  half  of  its  equity  through  losses. 
Those  very  losses  have  prompted  a  num- 
ber of  REITs  to  drop  their  passive,  tax- 
free,  dividend  pass-through  status  and 
become  business  trusts — allowing  them 
to  acquire  and  dispose  of  problem  prop- 
erties. Later,  they  can  become  operating 
companies  or  return  to  REIT  status. 

The  recovery  now  under  way  seems 
to  be  fueled  by  money  from  big  inves- 
tors rather  than  from  the  general  pub- 
lic. Says  Kenneth  Campbell,  head  of 
Audit  Investment  Research,  who  ana- 
lyzes real  estate  securities:  "Almost  ev- 
ery week  we  find  a  new  investor  group 
that's  acquired  large  blocks  of  stock  in 
recovering  real  estate  trusts.  For  exam- 
ple, a  New  York  investing  group 
bought  into  Atlanta  National  Real  Es- 
tate. Developers  Robert  Blatt  and  Da- 
vid Wolf  unsuccessfully  led  a  proxy 
fight  to  try  to  elect  new  trustees  at 
First  Fidelity  Investment  Trust." 

When  the  outsiders  started  buying 
First  Fidelity's  shares  they  were  selling 
well  below  5.  They  have  since  offered  to 
buy  200,000  or  so  shares  at  6V6.  FFIT's 
stated  book  value  is  $10.51. 

San  Francisco  lawyer  and  realty  inves- 
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tor  Edward  Abbott  in  June  1976  made  a 
tender  for  San  Francisco  Real  Estate  In- 
vestors on  behalf  of  some  wealthy  Texas 
clients.  The  tender  offer  was  set  at  $7  a 
share.  Management  of  the  trust  said  the 
shares  were  worth  a  lot  more.  The 
tender  offer  failed.  Abbott  and  SF'Real 
Estate  Investors  management  were  right 
about  one  thing:  The  trust  was  worth  a 
lot  more.  Today  it's  selling  for  around  13. 
Ed  Abbott  and  other  investors  are  now 
investing  in  Wisconsin  REIT.  They  think 
this  one  too  is  a  bargain. 

What  investors  are  really  after  in  most 
of  these  situations  is  to  get  the  trust  to 
liquidate  properties  at  prices  that  will 
net  them  more  than  the  stated  book 
value  of  the  trust.  (Understandably, 
most  trustees  are  in  no  hurry  to  liquidate 
themselves  out  of  a  job.) 

Managements  of  a  number  of  trusts 
have  reacted  by  buying  shares  them- 
selves and  through  more  friendly  par- 
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Vital  Signs 

Less  than  two  years  ago,  probably  more  major  properties  were  half  empty — or 
completely  empty — across  the  U.S.  than  at  any  time  since  the  Depression.  Foreclo- 
sures were  common.  Lenders  found  themselves  "unwanted-property  wardens,"  as 
one  wag  put  it.  Billions  of  dollars  invested  in  "white  elephants"  were  written  down 
or  off.  But  now  signs  of  a  turnaround  are  common.  Some  examples: 

Miami:  In  1974  the  40-story,  $33-million,  One  Biscayne  Tower  was  the  tallest 
elephant  in  town — only  8%  rented.  Its  developers  went  under  and  lender  CMI  was 
headed  for  Chapter  XI.  Today  it's  two-thirds  rented  and  is  starting  to  earn  a  profit. 

Los  Angeles:  The  last  big  property  to  benefit  from  the  tightening  in  office  space  is 
the  Twin  Towers  at  Century  City.  At  the  end  of  1976  these  two  high-rent,  less  than 
desirably  located  behemoths  were  only  20%  rented.  Today  they  are  two-thirds  full. 

Atlanta:  Tower  Place,  536,000  square  feet  of  office  space,  plus  a  hotel  and 
shopping  mall,  went  through  two  developers.  Prudential,  the  mortgagor,  wound  up 
with  the  problem.  It  had  brokers  buy  up  unexpired  leases  and  offer  free  rent  for  a 
while.  That,  and  economic  recovery  helped;  occupancy  is  now  around  85%. 

Denver:  Olin  American  Properties  decided  to  build  their  480,000-square-foot 
Galleria  combined  office  and  shopping  center  in  the  suburbs  of  Denver.  The  timing 
was  bad.  Overbuilding  hit  in  early  1976.  The  developers  defaulted  and  Chase 
Manhattan  (the  bank,  not  the  investment  trust)  took  it  over  in  mid-1976.  Since  then, 
office  occupancy  has  soared  from  9%  to  90%,  retailing  from  15%  to  40%.  Their 
genius:  The  oil  and  gas  exploration  boom  has  companies  panting  for  space. 

Atlanta  V 
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New  York:  1166  Avenue  of  the  Americas  cost  builder  and  York  Telephone  and  Teachers  Insurance  &  Annuity  Assoc. 
lenders  some  $1 10  million  and  stood  empty  since  1974.  New     have  bought  it  for  $.37  million.  Will  it  become  profitable? 


ties.  According  to  Ken  Campbell,  big 
blocks  in  recent  months  have  been 
bought  by  insiders  of  Institutional  Inves- 
tors Trust,  Diversified  Mortgage  Inves- 
tors, Cameron-Brown  Investment 
Group,  Mission  Investment  Trust  and 
U.S.  Bancorp  Bealty  &  Mortgage  Trust. 
Sizable  options  have  been  exercised  in 
Washington  REIT  and  others. 

It  is  not  difficult  to  see  why  REIT 
stocks  have  appealed  to  big  investors 
more  than  to  small  ones  recently  (it  was 
quite  the  opposite  when  they  first  came 
out):  How  is  the  average  investor  to 
know  what  is  in  the  REIT  package  and 
what  the  parts  are  worth?  Only  by  taking 
time  and  trouble,  says  Howard  A.  Gellis, 
president  of  Institutional  Investors 
Trust.  IIT  is  a  former  REIT  that  started 
primarily  in  short-term  lending,  and  be- 
cause of  heavy  losses  and  excessive  debt 
now  is  switching  to  operating  owned 
properties  whenever  possible.  Says  Gel- 
lis: "It  is  incredibly  difficult  for  outsiders 
to  accurately  analyze  the  worth  of  a 
trust's  assets.  Even  if  they  have  enough 
shares  to  get  inside,  it  takes  a  long  time 
for  them  to  know  what's  really  going  on. 
That  s  why  the  REITs  were  formed  in 
the  first  place — to  handle  the  complex 
deals  the  banks  wouldn't  or  couldn't." 

IIT  itself  is  an  interesting  case  in 
point.  It  has  nearly  100  investments  and 


loans  outstanding  on  many  kinds  of  prop- 
erties— ranging  from  raw  land  to  apart- 
ment buildings  and  including  hotels  in 
some  25  states  across  the  country.  It  has 
a  host  of  problem  loans  and  properties, 
and  is  subject  to  $57  million  in  senior 
debt  plus  $20  million  of  subordinated 
debt  vs.  a  stated  equity  of  about  $28 
million. 

IIT's  shares  were  originally  offered  to 
institutions  privately  at  12'/2;  two  years 
later  it  went  public,  issuing  additional 
shares  at  18  (for  a  total  of  nearly  $80 
million).  They  now  sell  at  about  IVi  as 
against  a  stated  equity  of  around  4'/2  a 
share,  according  to  IIT's  Howard  Gel- 
lis. By  next  August  IIT  has  to  pay  down 
$26.5  million  in  borrowing  to  the  banks. 
The  only  way  to  raise  the  money  is  to 
sell  off  mortgages  and  properties.  The 
question  is:  How  much  of  the  store  will 
Gellis  have  to  give  away  to  raise  $26.5 
million?  Hence,  the  stock  is  selling  far 
below  book  value.  Investors  deplore 
uncertainty. 

Other  REITs  laboring  under  a  burden 
of  uncertainty  include  Citizens  Mortgage 
Investment  Trust,  Capital  Mortgage  In- 
vestments and  Chase  Manhattan  Mort- 
gage &  Realty,  who  all  have  to  issue 
millions  of  warrants  or  equity  equivilants 
to  lenders  in  lieu  of  present  or  contin- 
gent interest  payments  it  can't  meet. 


How  much  will  such  warrants  or  equity 
equivalents  dilute  the  common  stock- 
holders equity?  Nobody  yet  knows,  and, 
they  sell  at  a  discount  from  stated  book 
value,  if  they  have  any. 

There  are  other  potential  pitfalls.  "The 
accounting  is  complex,  says  Jay  Schlott, 
vice  president  at  the  Boston-based  in- 
vestment management  firm  Gardner  & 
Preston  Moss,  "and  there  are  complex 
lawsuits  hanging  over  some  of  them." 
Many  real  estate  analysts  also  favor 
buying  long-term  mortgage  and  equity 
trusts  which  return  a  high  yield.  That  is 
why  they  often  worry  about  the  adequa- 
cy and  accuracy  of  loss  reserves. 

The  complexity  puts  main  people  off 
from  investing  in  REIT  workout  situa- 
tions. Says  Ed  Abbott,  "I've  taken  16 
months  out  of  my  life  to  figure  out — from 
over  100  REITs — which  ones  were  going 
to  pay  off.  If  you  are  willing  to  break  your 
back,  you  should  be  looking  for  sizable 
gains."  He  clearly  thinks  there  are  such 
gains  looming  in  REITs. 

Another  large  REIT  investor  com- 
pares the  opportunity  he  sees  in  REIT 
stocks  at  current  prices  to  the  immensely 
profitable  workouts  in  the  railroads  and 
public  utilities  in  the  early  1940s:  "The 
REITs  are  not  an  obvious  investment, 
he  says,  "but  nobody  ever  made  much 
money  investing  in  the  obvious.  ■ 
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Three  That  Came  Through 

Stock  market  action  is  one  thing,  but  the  operating  fundamentals 
are  often  something  else.  Below,  three  cases  in  point. 


Careful,  Careful:  Presi- 
dent Ben  Holloway's 
loans  are  cautious. 


Equitable:  Experience  Counts 

Equitable  Life  Mortgage  &  Realty  Investors  is  basically  a  lender,  not  an  owner.  It  managed 
to  get  its  short-term  loans  up  to  half  its  portfolio  just  before  the  bottom  fell  out  of  real  estate, 
in  1974.  The  stock,  once  in  the  30s,  collapsed  to  10,  along  with  most  of  the  rest  of  the  REIT 
stocks.  Only  thing  was,  the  sellout  was  a  bit  overdone  in  this  case:  Earnings  slipped  less  than 
20%  from  their  1972  peak.  At  one  point  the  stock  was  selling  at  about  five  times  the  dividend. 
Since  then,  earnings  have  recovered,  in  spite  of  some  problem  loans,  to  the  old  record  level. 
The  stock  is  back  up  to  23.  Assets  now  top  $400  million. 

Why  the  difference  between  Equitable  and  many  another  lending  REIT?  Equitable  Life 
Assurance  Society  lends  not  only  its  name  but  also  its  considerable  experience  in  safe-and- 
sane  real  estate.  The  parent  itself  antes  at  least  10%  of  the  total  investment  it  recommends 
and  keeps  an  eye  on  things.  The  developer  is  expected  to  put  his  own  cash  into  a  project,  not 
just  his  expertise;  the  REIT  generally  advances  no  cash  until  the  foundations  are  in. 
Conservative  enough?  Not  for  REIT  President  Benjamin  D.  Holloway:  "Our  biggest  need  is 
to  float  more  equity  to  back  more  of  those  stable,  long-term  investments.  We  meant  to  do 
that  this  fall,  but  the  weak  stock  market  has  prevented  us  from  getting  the  price  we  want." 


General  Growth  Properties:  Control 

To  HEAR  Martin  Bucksbaum  tell  it,  it  was  all  an  accident.  "We  grew  up  in  supermarkets  in 
the  Fifties,"  says  the  chairman  of  General  Growth  Properties  (assets:  $250  million),  the  most 
successful  REIT  in  the  country.  "Looking  for  new  locations,  we  stumbled  onto  shopping 
centers.  So  we  became  shopping  center  developers."  The  Bucksbaum  family  eventually  set 
up  the  REIT  to  hold  some  of  the  new  properties. 

Now  the  REIT  owns  22  centers,  with  four  more  abuilding,  most  of  them  in  the  middle  of 
the  country.  (The  Bucksbaums  own  14.5%  of  the  trust.)  Shopping  centers  well  located  in 
medium-sized  cities  away  from  the  industrial  East,  it  seems,  have  a  tendency  to  do  well.  At 
least  General  Growth  s  have  averaged  a  96%  occupancy  rate  for  the  last  three  or  four  years. 
Bucksbaum  likes  to  anchor  them  with  a  J.C.  Penney  and  then  add  other  chains — Petrie 
Stores,  Thorn  McAn,  General  Cinema.  Usually  only  25%  of  the  space  winds  up  leased  to  local 
merchants.  "The  leases  include  a  percentage  of  sales  over  some  appropriate  fixed  amount," 
says  Bucksbaum,  "and  we  maintain  good,  close  control  of  our  projects.  We  don't  delegate  it  Well  Centered:  Chair- 
out  to  anyone."  So  earnings  have  tripled  since  1971,  from  40  cents  a  share  to  fiscal  1977  s  man  Martin  Bucksbaum 
$1.32.  The  stock,  as  low  as  11  at  the  1974  bottom,  is  lately  22.  Some  accident.  keeps  shopping  centers. 
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Hubbard:  Successful  Scrambling 

With  General  Growth,  one  can  see  what  happens  when  things  go  very  well  at  an  equity 
trust.  But  what  happens  when  things  go  very  wrong?  Not  too  much,  if  it's  set  up  properly  in 
the  first  place.  Consider  Hubbard  Real  Estate  Investments.  This  smallish  (assets:  $91  million) 
trust  was  netting  a  stable,  predictable  $6-million-plus  a  year  from  its  portfolio  of  warehouses 
(leased  to  Chrysler),  supermarkets  (leased  to  Safeway),  a  big  corporate  divisional  headquar- 
ters (leased  to  Ashland  Oil)  and  a  string  of  large  retail  stores. 

Alas,  ten  stores  and  a  distribution  center,  altogether  worth  $24.8  million,  were  leased  to 
W.T.  Grant.  When  Grant  went  into  bankruptcy  in  1975,  Hubbard  stock  could  be  had  for  9, 
though  book  value  was  $21.76  a  share  and  other  key  tenants  were  all  still  solvent. 

Hubbard  cut  the  dividend  to  $1.20,  set  up  a  $6.5-million-loss  reserve  to  spare  the 
stockholders'  income-and-dividend  stream  further  discomfiture,  and  scrambled  to  find  new 
tenants.  As  it  turned  out,  some  of  those  stores  were  very  much  to  the  liking  of  K  mart  and 
others,  and  the  distribution  center  suited  Firestone  Tire  &  Rubber  just  fine.  In  1976  earnings 
came  in  at  $5.5  million.  Today,  only  one  store  is  still  vacant,  and  the  $1.20  dividend  looks 
solid  and  may  soon  even  be  due  for  an  increase. 
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Real  Estate  Investment  Trusts — 
A  Guide  To  Where  The  Action  May  Be 
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r  1 

cn 

jU 

87 

0 

13 

1  3 

37 

73 

0 

2.2 

MassMutual  Mtge 

197 

194 

86 

2 

1  2 

1  2 

104 

1 0 

o 

1  1 

Property  Trust  of  America 

35 

35 

22 

50 

28 

26 

16 

0 

100 

0.8 

Real  Estate  Invest  Trust  Amer 

49 

46 

0 

100 

0 

0 

13 

0 

100 

0.4 

BankAmerica  Realty  Inv 

210 

213 

53 

43 

4 

28 

1  54 

42 

18 

2.8 

Continental  III.  Prop 

197 

189 

1 5 

85 

o 

o 

93 

1  1 

89 

0.9 

First  Continental  REIT 

49 

43 

93 

o 

7 

1  2 

27 

100 

o 

1.3 

Hubbard  Real  Estate  Inv 

92 

84 

5 

95 

0 

9 

3 

o 

100 

0.1 

Wells  Fargo  Mtge  &  Equity 

212 

194 

68 

9 

23 

9 

139 

0 

8 

2.0 

Property  Capital 

72 

69 

32 

46 

22 

23 

43 

36 

27 

1.5 

Prudent  Real  Estate  Trust 

49 

46 

0 

100 

0 

NA 

37 

0 

79 

4.0 

Hotel  Investors 

84 

82 

47 

49 

4 

o 

o 

55 

37 

29 

2.0 

Florida  Gulf  Realty  Trust 

33 

32 

0 

100 

0 

0 

17 

0 

100 

1.2 

American  Equity 

71 

67 

17 

83 

0 

2 

52 

0 

98 

3.3 

Denver  Real  Estate  Inv 

49 

48 

8 

92 

0 

0 

39 

13 

83 

4.3 

Equitable  Life  Mtge 

394 

390 

89 

4 

7 

9 

254 

36 

0 

1.9 

REITS  SELLING  OVER  EQUITY — PAYING  A  DIVIDEND 

Gould  Investors  Trust 

41 

38 

1  7 

81 

2 

2 

31 

1  3 

87 

3.8 

M&T  Mortgage 

44 

42 

98 

0 

2 

2 

29 

100 

0 

1 .9 

MONY  Mtge  Investors 

209 

198 

82 

1  5 

3 

I  5 

119 

50 

/ 

1  A 

Realty  Income  Trust 

83 

77 

38 

16 

46 

24 

62 

55 

14 

3.2 

Conn.  General  Mtge 

324 

314 

'62 

29 

9 

5 

207 

43 

16 

1.9 

Realty  ReFund 

59 

54 

100 

0 

0 

0 

32 

100 

0 

1.3 

Pennsylvania  REIT 

71 

73 

3 

97 

0 

0 

57 

5 

92 

3.1 

Commonwealth  Realty 

31 

30 

0 

100 

0 

2 

22 

9 

91 

2.7 

First  Union  Real  Estate  Eq 

173 

167 

5 

95 

0 

0 

124 

2 

90 

2.6 

Federal  Realty  Inv 

28 

26 

0 

100 

0 

0 

13 

2 

98 

1.0 

Consolidated  Capital 

135 

129 

0 

100 

0 

0 

93 

0 

100 

2.4 

Washington  REIT 

32 

31 

0 

100 

0 

0 

13 

2 

97 

0.7 

General  Growth  Props 

275 

260 

0 

100 

0 

0 

225 

0 

89 

5.7 

BUSINESS  TRUSTS  WITH  LITTLE  OR  NEGATIVE  EQUITY# 


American  Fletcher  Mtge 

56 

81 

31 

69 

0 

93 

53 

100 

0 

BT  Mortgage 

128 

152 

69 

0 

31 

69 

132 

88 

1 

Builders  Investment  Group 

247 

309 

38 

5 

57 

91 

247 

99 

1 

Chase  Manhattan  Mtge 

299 

322 

46 

54 

NA 

NA 

290 

54 

8 

NM 

Continental  III.  Realty 

204 

235 

66 

0 

34 

55 

200 

85 

3 

NM 

Cousins  Mtge  &  Equity 

167 

210 

54 

0 

46 

70 

160 

81 

1 

NM 

*  After  depreciation,  before  allowance  for  loan  losses,  t  Audit  Investment  Research;  may  include  low-earning  assets.  #  Audit  Investment  Research; 
former  REITs  or  those  seeking  discretion  to  disqualify  as  a  REIT.  NA  Not  available.  NM  Not  meaningful. 
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On  these  pages  are  gathered  data  on  51  REITs  and 
business  trusts.  They  are  grouped  in  three  categor- 
ies. For  all,  we  show  the  market  value  as  a  percent 
of  equity;  in  theory,  the  lower  the  percent,  the 


greater  the  potential  reward — and  risk.  Note,  too, 
the  column  on  foreclosed  properties;  even  fore- 
closures can  earn  something.  But  nonearning  as- 
sets are  just  that — a  drag  on  profits. 


Market  Value 

Book 

Alltime 

Indicated 

Shares 

as  Percent 

Value 

Recent 

High 

Price  Range 

Outstanding 

Where 

of  Equity 

per  share" 

Price 

Price 

1976-1977 

Dividend 

Yield 

(mil.) 

Traded 

Name 

26 

$24.08 

6V2 

38% 

8'/4-  3 

$0.16 

2.5% 

1.0 

OTC 

Nationwide  Real  Estate  Inv 

29 

22.46 

6% 

1 2 

7%—  5% 

0.56 

8.5 

1 .5 

Abb 

rittsburgh-W.va.  KK 

32 

I  7.04 

3/2 

Z  J  78 

n  A\/ 

y  —  4j/4 

0.14 

2.5 

1  n 
I  .U 

(J  I L 

oaird  &  Warner  Mtge 

38 

22.74 

8% 

24% 

9%-  5V4 

0.60 

6.9 

1  .2 

A  C  C 

Hospital  Mtge  Group 

52 

17.60 

91/a 

18 

9%-  578 

0.80 

8.8 

3.6 

ASE 

United  Realty  Trust 

52 

1 0. 70 

5% 

2OV2 

6%—  3% 

0.48 

8.5 

3  "7 

Abb 

Mortgage  Growth  Inv 

53 

15.16 

8V2 

26 

8%—  4 

0.80 

9.4 

2.3 

NYSE 

Sutro  Mtge  Investors 

54 

1 0.46 

5% 

1  7V2 

5%-  1  % 

0.28 

5.0 

0.9 

OTC 

First  Fidelity  Inv 

55 

1  1.00 

6 

23 

772-  4% 

0.40 

6.7 

1 .0 

ASE 

GREIT  Realty  Trust 

56 

1 8.55 

1 0V2 

29% 

1 1  72—  5% 

0.80 

7.6 

3  A 
Z.4 

NYSE 

rl\B  Mortgage 

58 

1 9.00 

1 1 

29Vi 

1  378-  972 

1 .00 

9.1 

A  O 
4.0 

NYSE 

Northwestern  Mutual  Life  Mtge 

60 

1 6.96 

1 0'A 

20 

1074—  47z 

0.60 

5.9 

U.b 

(J  I L 

/vliller,  Henry  S.  Kealty 

64 

20.09 

12% 

25 

1478-  372 

0.80 

6.2 

1 .4 

ASE 

San  Francisco  Real  Estate  Inv 

C  A 

b4 

1  "7  OO 

i  /  .yy 

f  1  /4 

ZU  72 

1  J  74  —    /  V4 

1.12 

9.5 

1  Q 

i  .y 

/  \Tr 
IJ  1  L 

Keaity  &  /vitge  racitic 

Q  Qfl 

y  .yo 

O  72 

0/2—    J  /2 

0.40 

6.2 

OTP 

V/irninii   DC  IT 

v  irginici  Kci  1 

65 

27.69 

1  8Vh 

53% 

1  916— 1  1  Va 

1 .60 

8.8 

3./ 

IN  Ybb 

Lomas  &  Nettleton  Mtge 

66 

16.39 

103/4 

30 

10J/4-  7% 

1 .00 

9.3 

1.0 

OTC 

Fraser  Mortgage 

c  o 
OO 

1  fl    A  A 

i  y  .44 

1  3  78 

3  3  1/ 
3  374 

1  C  1/.  Q3/. 
1  3  72—    y  74 

1 .24 

9.3 

A  7 

IN  Yjc 

MassMutual  Mtge 

Z  Q 

bo 

"7    1  Q 

C  1/ 
3  78 

111/ 
1  1  74 

C7/.  3 
3/8—  Z 

0.20 

3.9 

1  c 
Z.D 

yj  1 1_ 

Property  Trust  of  America 

by 

z  I  .lo 

1  478 

jU/4 

TO            1  /I 

1  0    —  1  4 

l  . zu 

ft  9 
o.z 

I  .O 

Real  Estate  Invest  Trust  Amer 

70 

15.30 

10!/4 

32% 

1272-  574 

0.60 

5.6 

3.5 

OTC 

BankAmerica  Realty  Inv 

72 

20.58 

14% 

28% 

1774-  97a 

1.28 

8.7 

4.8 

NYSE 

Continental  III.  Prop 

75 

10.27 

7% 

14% 

87b-  4% 

0.88 

1 1.4 

2.1 

OTC 

First  Continental  REIT 

76 

22.10 

16% 

251/2 

18%-1 1 

1.24 

7.3 

4.0 

NYSE 

Hubbard  Real  Estate  Inv 

80 

1  7.36 

13% 

26 

13%-  5% 

1.20 

8.6 

3.9 

NYSE 

Wells  Fargo  Mtge  &  Equity 

82 

13.67 

1 1  7e 

28'/2 

12%-  874 

1.20 

10.8 

2.1 

ASE 

Property  Capital 

83 

2.81 

2% 

33% 

2%-  174 

0.20 

8.9 

3.4 

ASE 

Prudent  Real  Estate  Trust 

86 

17.61 

15% 

28'/. 

16%-1  1'/4 

1.68 

10.8 

1.5 

ASE 

Hotel  Investors 

86 

15.17 

13% 

19% 

14%-  9 

1.28 

9.7 

1.0 

OTC 

Florida  Gulf  Realty  Trust 

95 

6.32 

6 

10 

6%-  372 

0.64 

10.7 

2.5 

OTC 

American  Equity 

97 

7.97 

8 

15% 

8%-  672 

0.60 

7.5 

1.1 

OTC 

Denver  Real  Estate  Inv 

98 

23.67 

23% 

35% 

27  -17% 

2.20 

9.4 

5.6 

NYSE 

Equitable  Life  Mtge 

101 

6.91 

7 

26 

7%-  2% 

0.60 

8.6 

1.2 

ASE 

Gould  Investors  Trust 

101 

10.26 

10% 

1572 

10%-  6% 

1.04 

10.0 

1.5 

OTC 

M&T  Mortgage 

104 

9.88 

1074 

14% 

12   -  7% 

0.92 

9.0 

8.9 

NYSE 

MONY  Mtge  Investors 

104 

1  1.84 

12% 

19% 

13%-  572 

1.40 

11.0 

1.6 

ASE 

Realty  Income  Trust 

104 

19.25 

20% 

3674 

2178-1372 

1.60 

7.9 

5.7 

NYSE 

Conn.  General  Mtge 

1  1  1 

18.71 

20% 

2372 

223/8-127a 

2.36 

1 1.4 

1.3 

ASE 

Realty  ReFund 

1  19 

11.94 

1474 

16% 

15   -  9% 

1.15 

8.1 

1.5 

ASE 

Pennsylvania  REIT 

120 

6.86 

874 

10 

8%-  672 

0.80 

9.7 

1.2 

OTC 

Commonwealth  Realty 

134 

8.74 

12 

17 

13   -  97s 

1.00 

8.3 

4.1 

NYSE 

First  Union  Real  Estate  Eq 

151 

9.63 

14% 

15% 

15%-1  1 

1.28 

8.8 

1.4 

ASE 

Federal  Realty  Inv 

151 

19.21 

29 

2972 

2972-23 

2.04 

7.0 

2.0 

OTC 

Consolidated  Capital 

201 

11.61 

23% 

25% 

255/b-1474 

1.76 

7.5 

1.5 

ASE 

Washington  REIT 

341 

6.34 

21% 

27% 

2678-15% 

1.48 

6.8 

6.2 

NYSE 

General  Growth  Props 

Dividend  Last 

Paid 

-1.15 

% 

32 

4%-  % 

9/74 

1.4 

ASE 

American  Fletcher  Mtge 

-2.71 

274 

34% 

4   -  1% 

6/75 

2.2 

NYSE 

BT  Mortgage 

-2.05 

1 

3474 

1    -  7a 

5/74 

2.9 

OTC 

Builders  Investment  Group 

NM 

0.12 

1% 

70 

4   -  1% 

5/75 

4.9 

NYSE 

Chase  Manhattan  Mtge 

NM 

0.12 

2% 

40% 

3  -174 

8/74 

2.8 

NYSE 

Continental  III.  Realty 

238 

0.63 

172 

30% 

4    -  1 

7/74 

3.9 

NYSE 

Cousins  Mtge  &  Equity 

**  After  deducting  debt  expense.  NM  Not  meaningful.  Sources:  National  Association  of  Real  Estate  Investment  Trusts;  Alex.  Brown  &  Sons. 
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Twenty-Eight  Trusts  In  Transition 

Below,  28  REITs  and  business  trusts  paying  no  story)  to  work  out  their  problems.  Unless  condi- 
dividend.  Sixteen  have  become  business  trusts  (see    tions  change,  the  other  1 2  may  do  the  same. 


Non- 

Market 

Total 

Earnings 

Debt/ 

Value  as 

Book 

Alltime 

Assets 

Assets* 

Equity 

Percent 

Value 

Recent 

High 

Price  Range 

Where 

Name 

(mil.) 

(mil.) 

Ratio 

of  Equity 

per  Sharet 

Price 

Price 

1976-1977 

Traded 

REITs  SELLING  BELOW  EQUITY— 

NOT  PRESENTLY  PAYING  A  DIVIDEND 

First  Newport^ 

$108 

$62 

8.3 

25 

$  4.89 

1% 

31% 

1%-  % 

OTC 

Indiana  Mtge  &  Realty 

69 

26 

6.1 

36 

8.42 

3 

24% 

5Vs-1% 

OTC 

American  Century  Mtge 

1  ftT 
I  U/ 

3./ 

37 

5.60 

2% 

29% 

3  -1% 

NYSE 

North  American  Mtge 

147 

75 

2.2 

in 

JO 

in 

17/. 
J  78 

t  1  74 

ft  1/.    ">  77- 
O  74  -  i.  78 

IN  I  3t 

ntiiiTiaii  rvngt 

139 

76 

12.0 

39 

3.22 

1  74 

16'/4 

2V4-1 

ASE 

\Af  Jt f  Knv i J»  J? <» :» 1 1 V/ 

99 

86 

1.8 

40 

10.73 

4y4 

36% 

5  v»-2  % 

NYSE 

Security  Mtge* 

1  AA 

£  A 

- .-+ 

40 

6i07 

2  5/8 

29 

3%-  % 

ASE 

ICM  Realty 

90 

60 

1.1 

40 

14.32 

5  % 

26V2 

10%-3% 

ASE 

KA nrfo  to<>  1  tii/pc  1  nrt- WJ ^ ch  1 
(Viungagt  HlVtrMUiS"  v»a5iiT 

83 

37 

5.4 

44 

5.87 

2% 

19  Vb 

5%-1  % 

OTC 

Mi r»rtu ,io(i  Tmct  of  Ampr 

JVHJI  IKllgt     1  IU3I  Ul    *  • '  MCI 

119 

74 

1.3 

47 

1 1 .86 

5% 

28% 

5%-2% 

NYSE 

US  Bancorp  Realty 

jj 

1  n 

*>  ft 

61 

16^9 

10  % 

32% 

10V2-5V4 

ASE 

Saul,  B.F.  REIT* 

291 

41 

6.8 

62 

6.05 

3% 

28% 

5  -2% 

NYSE 

BUSINESS  TRUSTS* 

Barnes  Mtge 

92 

72 

2.8 

17 

12.33 

2% 

19'/4 

4    -1  Vb 

OTC 

Fidelco  Growth 

124 

112 

7.5 

21 

9.04 

V/a 

44% 

5%-1% 

ASE 

Hamilton  Investors 

83 

40 

6.3 

23 

5.43 

VA 

203/4 

2%-  % 

OTC 

Institutional  Investors 

137 

74 

3.7 

24 

4.68 

1  Vb 

19% 

2V2-1 

NYSE 

First  Penn  Mtge 

151 

149 

7.6 

25 

5.69 

1% 

30% 

4%-1  V2 

NYSE 

Cameron-Brown 

135 

118 

7.5 

27 

7.78 

2Va 

35% 

3%-1% 

NYSE 

CleveTrust  Realty 

98 

50 

2.6 

29 

10.51 

3 

23% 

4y8-1% 

OTC 

Bay  Colony  Prop 

187 

133 

6.1 

30 

6.95 

2% 

30% 

4%-1% 

NYSE 

Diversified  Mtge 

207 

172 

3.9 

31 

5.68 

1% 

32% 

3%-  % 

NYSE 

Atico  Mtge 

121 

94 

4.4 

34 

5.67 

2V8 

25% 

4%-1% 

NYSE 

Westport  Co** 

77 

67 

6.6 

36 

4.19 

11/2 

25% 

1%-  V2 

OTC 

LMI  Investors 

106 

53 

10.3 

40 

4.06 

1% 

35 

2%-  %. 

NYSE 

CI  Realty 

121 

9 

1.7 

45 

16.83 

7% 

23 

7%-2% 

NYSE 

First  Memphis 

66 

22 

13.5 

49 

3.88 

1% 

26% 

2%-i  v2 

OTC 

GMR  Properties 

90 

58 

9.7 

53 

3.69 

2 

21% 

3%-1% 

NYSE 

UMET 

124 

33 

23.4 

94 

2.28 

2'/8 

33% 

2%-  % 

NYSE 

"Audit  Investment  Research;  may  include  low-earning  assets.  tAfter  deducting  debt  expense.  "Formerly  HNC  Mtge  &  Realty.  tAudit  Investment  Research; 
trustees  have  or  are  seeking  discretion  to  disqualify  as  a  REIT.  #Audit  Investment  Research;  former  REITs — taxable  as  corporations  with  no  requirement  to  pay 
earnings  as  dividends.  Sources:  National  Association  of  Real  Estate  Investment  Trusts;  Alex  Brown  &  Sons. 


The  Operators — Trying  To  Show  Their  Worth 

The  14  realty  operating  companies  below  have  also  principles  have  forced  them  to  undervalue  their 
been  largely  overlooked  by  the  market.  Accounting    properties,  as  some  recent  sales  have  demonstrated. 

 Latest  Fiscal  Year —  


Net 

Debt/ 

Price  as 

Revenues 

Properties* 

Equity 

%  of  Book 

Recent 

Price  Range 

Company 

(mil.) 

(mil.) 

Ratio 

Value 

Price 

1976-1977 

Land  Resources  (develops,  leases  &  sells  real  estate) 

$  37 

$  74 

2.4 

15 

IV2 

1  %-  % 

Horizon  (develops  communities,  land  for  resale — Southwest) 

27 

84 

1.4 

16 

1% 

3%-  1% 

GDV  (develops  communities — Florida) 

91 

150 

0.5 

37 

4% 

6%-  3% 

Landmark  Land  (develops  real  estate) 

16 

23 

1.2 

46 

1% 

2%-  1V4 

Deltona  (develops  communities — residential  &  business  in  Florida) 

93 

171 

4.3 

46 

5% 

7%-  3% 

Gulfstream  Land  &  Dev  (develops  communities— Florida) 

77 

107 

2.4 

52 

5% 

7%-  3% 

Diamondhead  (develops  communities) 

39 

140 

4.8 

58 

3V2 

5%-  2% 

Canal-Randolph  (develops  &  operates  real  estate,  stockyards) 

36 

79 

5.1 

120 

9% 

12%-  7'/2 

Newhall  Land  (acquisition  &  management  of  land— California) 

105 

107 

0.5 

132 

17% 

20%- 11 

Koger  Properties  (develops  &  operates  office  centers — Southeast,  Southwest) 

35 

150 

5.3 

243 

13 

14%-  7% 

Hahn,  Ernest  W.  (develops  &  operates  shopping  centers) 

184 

302 

13.1 

282 

12V2 

14%-  4V4 

Cenvill  Communities  (develops  &  operates  communities — Florida) 

34 

32 

1.8 

332 

17V2 

22%-  3% 

Rouse  Co  (develops  &  operates  shopping  centers) 

47** 

352 

23.5 

595 

6% 

7%-  3% 

Tishman  Realtyt  (builds  &  operates  office  buildings) 

91 

187 

* 

* 

18'/4 

18%-  9% 

•Includes  land.  tCompany  liquidating.  "Seven  months  through  12/31/76.  tNegative  equity. 
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to  develop  another.  And  another. 


Developing  any  source  of  energy 
— an  oil  field,  a  coal  mine,  a  ura- 
nium deposit — takes  a  lot  of  time 
and  money. 

Fortunately,  Conoco  has 
revenues  from  all  these  sources. 
And  we  pool  them.  So  we  have  the 
flexibility  to  apply  financing  where 
it's  needed.  And  the  stability  to 
continue  this  financing  over  long 
years  of  development. 


For  instance,  we've  plowed  addi- 
tional money  into  coal — to  increase 
coal  production,  mine  safety 
and  employment. 

Now  coal  and  oil  help  fund 
our  development  of  uranium — 
and  research  into  new  forms  of 
energy,  such  as  synthetic  gas  and 
gasoline,  that  aren't  commercially 
practical  today  but  could  be  in 
the  future. 


[ 


t 

This  year  alone,  we  plan  to 
spend  about  $  1  billion  to  develop 
more  energy  supplies. 

From  the  many  forms  of  energy 
Conoco  produces  today  comes  the 
financial  strength  to  produce  the  ■ 
fuels  of  tomorrow. 

(conoco) 

Doing  more  with  energy. 

I 


To  learn  more  about  what  we're  doing  with  energy,  write  Dept  B,  Continental  Oil  Company,  Stamford,  Conn.  0693 
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Masters  Of 

White-Collar  Homicide 


Good  news  for  the  fans  of  Emma  Lathen. 

John  Putnam  Thatcher  of  Sloan  Guaranty  Trust  is  on  another  case. 


One  day  next  spring  a  top  executive  of  a 
Houston-based  company  building  oil  rigs 
in  the  North  Sea  will  be  kidnapped. 
Ransom  negotiations  will  be  conducted 
by  the  company's  bank,  Sloan  Guaranty 
Trust,  third-largest  bank  in  the  world. 
Dispatched  from  Sloan  headquarters  on 
Exchange  Place  in  New  York  City  to 
handle  this  delicate,  and  perilous,  mat- 
ter will  be  Sloan's  senior  vice  president, 
John  Putnam  Thatcher.  Thatcher,  it  is 
safe  to  predict,  will  recover  not  only  the 
kidnapped  executive,  but  the 
ransom  money  as  well. 

Thatcher  has  earned  such 
confidence.  He  is,  of  course, 
the  creation  of  Emma  Lathen, 
the  detective-story  writer,  the 
only  writer  in  the  genre  spe- 
cializing in  white-collar  homi- 
cide. After  16  books  and  32 
corpses  (two  corpses  per  vol- 
ume is,  according  to  Ms. 
Lathen,  a  "hallowed  tradi- 
tion"), Thatcher  is  at  ease  with 
mayhem  in  big-business  set- 
tings. In  Double,  Double,  Oil 
and  Trouble,  to  be  published 
next  spring  by  Simon  &  Schus- 
ter, Thatcher  will  prove  once 
again  that  clients  not  only  have 
a  friend  at  Sloan  but  a 
protector. 

Sixteen  years  after  the  first 
Lathen    book   was  published 
(Banking  on  Death,  1961),  it  no 
Monger  gives  away  the  plot  to 
say  that  Ms.  Lathen  is  herself  a 
fiction — a  pseudonym  shared 
by  Mary  Jane  Latsis,  an  econo- 
imist,  and  Martha  Henissart,  a 
lawyer,  two  high-spirited  ladies 
with  an  engaging  enthusiasm 
for  their  own  products.  "Lathen  derives 
from  the  first  three  letters  of  each  last 
name  and  "Emma"  from  the  first  letters 
of  each  first  name. 

"Of  necessity,"  they  said  recently, 
'the  basic  plot  of  everything  we  do  is  a 
fraud  of  some  sort.  We  like  to  take  an 
industry  and  find  out  what  wriggles  in 
it."  When  their  bad  guys  are  not  admin- 
istering prices  in  Detroit  (Murder  Makes 
lhe  Wheels  Go  Round,  1966),  they  are 
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indulging  in  dubious  accounting  prac- 
tices in  New  York  (Accounting  for  Mur- 
der, 1964)  or  playing  fast  and  loose  with 
the  cocoa  futures  market  (Sweet  and 
Low,  1974). 

Thatcher,  surely  the  finest  detective 
mind  to  direct  a  bank  trust  department, 
evokes  letters  to  Ms.  Lathen  rejoicing, 
"You  must  have  had  a  marvelous  father 
because  how  else  could  you  have 
dreamed  up  such  a  wonderful  older 
man?"  Thatcher  is  assisted  in  his  good 


¥  * 


Plotters: 

(left)  and 
mysteries 


After  16  books  and  32  corpses,  Mary  Jane 
Martha  Henissart  are  still  writing  "Emma 
Next  case:  huggermugger  in  oil. 


works  by  a  trust  officer  who  is  fond  of 
womanizing,  another  given  to  health 
foods  and  a  "lymphatically  calm"  secre- 
tary, Miss  Corsa,  who  has  caused  male 
readers  to  write  and  ask  where  they  can 
get  one  like  her. 

What  makes  their  next  book  unusual  is 
that  it  will  be  one  of  the  few  Lathens  set 
in  a  field  in  which  the  authors  do  not 
have  some  personal  experience.  The  two 
met  at  Harvard  when  they  were  doing 


graduate  work.  Henissart  went  on  to 
practice  law  for  12  years.  As  an  agricul- 
tural economist,  Latsis  worked  for  the 
U.N.,  the  U.S.  government  and  as  an 
author  of  bank  letters.  What  they  know 
about  the  oil  business,  they  say,  they 
learned  mostly  through  close  reading  in 
financial  publications. 

Writing  together  has  evolved  a  curious 
system  of  working.  They  write  alternate 
chapters,  working  from  a  loose  outline. 
"We  have  discovered  that  it  is  essential 
that  we  agree   on   both  the 
corpses    and    murderers  and 
when  the  first  corpse  appears. 
You  can't — when  you  hit  a  dull 
spot — kill  somebody." 

Their  first  book  went  to  Mac- 
millan.  "We  wrapped  it  in 
brown  paper.  They  were  hav- 
ing a  contest."  Six  months  after 
it  appeared,  they  acquired  the 
first  of  a  number  of  high-level 
fans  when  Jacques  Barzun,  pro- 
fessor emeritus  at  Columbia 
University,  mentioned  them  in 
American  Scholar.  Others  fol- 
lowed. CP.  Snow  has  said, 
"Emma  Lathen  is  probably  the 
best  living  American  writer  of 
detective  stories." 

After  seven  books  they  shift- 
ed from  Macmillan  to  Simon  & 
Schuster,  which  is  as  taciturn 
about  sales  figures  as  a  trust 
officer.  Typically,  a  Lathen 
mystery  will  sell  over  10,000 
copies  in  hardcover  and  many 
thousands  more  in  soft.  There 
would  appear  to  be  easier  ways 
to  make  a  million  than  writing 

  detective  stories.  Returns  on  a 

book  are  in  five  figures  and, 
under  the  pseudonym  R.B.  Dominic, 
they  keep  a  second  series  of  mysteries 
going  with  a  congressman  as  hero. 

The  Sloan,  they  say,  is  no  particular 
bank.  "It  is  far  too  idealized."  They  are 
now  discussing  the  possibility,  however, 
that  Sloan,  too,  may  have  dabbled,  to  its 
regret,  in  real  estate  investment  trusts. 
"We  had  to  realize  that  no  matter  how 
idealized  the  bank,  it  had  to  have  been 
stung."  ■ 
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The  FORBES 

30th  Annual  Report 

on  American  Industry 


This  annual  reference  issue  analyzes  more  than 
900  of  America's  largest  corporations  based  on 
the  exclusive  FORBES  statistical  yardsticks  of 
management  performance.  Companies  are 
ranked  in  the  following  lists:  profitability,  growtf1 
and  stock  market  performance.  These  leading 
firms  are  also  arranged  by  industry  groups  and 
sub-groups  and  ranked  against  their  competitor! 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  in  the  major  management 
community  —  and  why. 

A  reader  service  card  will  be  available  to  all! 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
December  5,  1977 


MAY  15 

The  1978  FORBES 
Directory  to  America's 
Leading  Corporations 


••••••• 


•  •••••  ••••••••• 


The  Annual  FORBES  500s  present  the  most 
complete  record  of  the  year  on  American  Busi- 
ness. Filled  with  facts,  figures  and  editorial 
evaluations  on  the  progress  of  hundreds  of 
companies,  special  emphasis  is  focused  on  the 
top  500  companies  in  assets,  sales,  net  profits 
and  stock  market  value.  From  banks  to  utilities, 
the  Directory  ranks  all  companies  and  spotlights 
management  performances.  Useful  guidelines  for 
understanding  long-range  trends  are  included 
in  this  valuable  reference  issue. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
April  10 


AUGUST  21 

FORBES 
23rd  Annual 
Mutual  Funds  Issue 


An  insightful  guide  for  astute  investors,  the 
Annual  Mutual  Funds  Issue  spotlights  those 
funds  which  are  outperforming  the  averages  ar 
earning  their  fees.  A  detailed,  statistical  analys 
is  provided  to  measure  both  the  long-term  and 
short-term  performances  of  more  than  500  diffe 
ent  mutual  funds.  A  special  analysis  of  new  fun 
is  also  included. 

A  reader  service  card  will  be  available  to 
advertisers  in  the  issue. 

Closing  dates: 
Black  and  White:  July  24 
Four-Color:         July  17 
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MAY  1 

FORBES  1978 
Annual  Report 
Advertising  Section 


Here's  the  ideal  place  to  advertise  your  annual 
report  to  FORBES'  investment-minded  audience 
(92%  of  FORBES'  subscribers  own  corporate 
stock  with  an  average  value  of  $232,000  and  43% 
help  make  investment  decisions  for  others). 

The  1 977  Annual  Report  Advertising  Section 
generated  a  total  of  approximately  860,000  re- 
sponses for  1 78  advertisers.  It  is  an  inexpensive 
and  highly  efficient  means  of  putting  your  cor- 
porate story  into  the  hands  of  those  who  are 
actively  involved  in  the  stock  market. 

All  advertisements  displayed  in  the  section  cost 
only  $1 ,470  for  Ve-page,  black  and  white  units. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  Annual  Report  Advertising 
Section. 

Closing  date  for  copy  and  illustration: 
March  17 


OCTOBER  30 
FORBES 

Industrial  Development 
Advertising  Section 

!•••••••••••  ••••••••••••••••••••• 

This  multi-page  advertising  section  is  devoted 
jxclusively  to  industrial  development  and  plant 
fiite  advertisers.  It  is  an  ideal  location  for  adver- 
» isers  to  reach  one  of  the  most  powerful  and 
influential  business  audiences  in  America.  Forty- 
lix  percent  of  FORBES'  subscribers  are  in  top 

nanagement,  one  out  of  six  is  a  Board  Chairman, 
Oirector,  President  or  Chief  Executive  Officer, 
i.ast  year's  advertisers  in  this  special  section 

eceived  an  average  of  well  over  800  inquiries, 

/ith  each  inquiry  including  name,  title  and 

company  of  respondents. 

I  All  advertisements  in  this  section  are  moder- 

itely-priced  at  $2,950  for  Vi-page  black  and 

/hite  units. 

A  reader  service  card  will  be  available  to  all 
dvertisers  in  the  Industrial  Development  Adver- 
ising  Section. 

Closing  date  for  copy  and  illustration: 
September  18 


Eight  Out  Of  ten  corporate  officers 
in  America's  largest  companies  read 
FORBES  regularly.  That's  more  than 
read  Business  Week,  Fortune,  News- 
week, Time  or  U.S.  News  &  World 
Report.  The  high  level  of  readership 
that  FORBES  enjoys  among  the  most 
important  leaders  in  the  U.S.  has 
been  confirmed  repeatedly  in  studies 
by  leading  independent  research 
firms,  such  as  Erdos  and  Morgan,  Inc. 

Top  executives  read  and  rely  on 
FORBES  because  it  provides  them 
with  the  business  information  they 
need  in  making  major  decisions  that 
affect  the  operations  and  profits  of 
their  companies. 

Shown  at  left  are  five  special  oppor- 
tunities to  tell  your  corporate  or 
product  story  effectively  and  effi- 
ciently to  the  most  important  audi- 
ence of  influential  executives  in  the 
U.S.— and  in  highly  compatible 
environments. 

Plan  now  to  advertise  in  one  or  more 
of  these  issues.  Your  advertising 
messages  will  enjoy  the  added  bene- 
fit of  repeated  opportunities  for 
exposure  because  the  issues  will  be 
read  and  referred  to  frequently  by 
those  who  own  and  run  American 
business. 
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Statistical  Spotlight 


Fly  Me,  I'm  Sad  Sack  

With  bargains  abounding  in  Wall  Street,  who  wants  the  airlines? 
A  true  contrarian  might. 


To  really  win  in  the  stock  market  you 
almost  have  to  he  a  contrarian:  How  else 
can  you  buy  cheap  and  sell  dear  if  not  by 
buying  when  others  want  to  sell  and 
selling  when  others  want  to  buy? 

But  it's  easier  to  say  contrary  than  to 
be  contrary:  Besides,  contrarians  don't 
always  win;  and  it  doesn't  pay  to  be 
contrary  too  early. 

A  true  contrarian  would  look  at  the 
airlines  today. 

Why  the  airlines?  Because  a  good 
many  analysts  hate  them.  One  of  the  few 
chaps  we  could  find  in  Wall  Street  who 
had  any  time  for  them  at  all  was  Oppen- 
heimer  &  Co.'s  Bert  Fingerhut,  but  Bert 
made  his  name  in  airlines  and  even  he 
likes  them  only  for  the  short  term. 

But  in  the  past  the  airlines  have  fre- 
quently surprised  the  mourners.  Time 
and  again  they  have  been  out  of  favor  in 
the  past  only  to  turn  around  and  soar 
again:  They  did  so  in  the  late  Fifties,  the 
mid-Sixties  and  again  in  1971-72.  Huge 
profits  were  made  by  those  who  bought 
in  advance  of  the  turnarounds. 

Certainly  the  airlines  are  once  again 
worth  a  look  for  the  contrarian  or  would- 
be  contrarian.  TWA  is  selling  at  three 


times  1977  earnings;  American  Airlines, 
which  almost  hit  50  in  1967  and  again  in 
1972,  is  now  9 — about  three  times  earn- 
ings. TWA  and  UAL  and  American  sell 
for  less  than  their  cash  holdings.  These 
low  prices  seem  to  say:  Abandon  hope, 
ye  who  enter  here. 

Abandon  hope?  Study  the  table  be- 
low. Look  at  those  huge  cash  hoards  and 
those  rich  cash  flows.  Sure,  everybody 
says  that  the  airlines  will  need  all  that 
money,  and  more,  to  buy  the  new  planes 
they  require.  Even  if  they  were  forced  to 
replace  old  and  noisy  aircraft,  the  weed- 
ing-out  process  should  leave  the  industry 
in  better  shape  with  less  capacity  and  a 
more  fuel-efficient  fleet.  In  the  long 
term,  rather  than  the  plagues  of  excess 
capacity  and  fare-cutting  of  the  past  two 
decades,  competition  will  change  and 
there  will  be  better  profitability  all 
around.  But  will  they  buy  new  planes,  if 
they  aren't  able  to  make  a  decent  return 
on  the  ones  they've  got?  In  any  case, 
where  there's  cash  there's  hope,  and 
there's  plenty  of  cash  here. 

Everybody  worries  about  deregulation 
and  rate  wars.  But  deregulation  and  the 
freedom  to  set  their  own  fares  will  be 


good  for  the  airlines.  As  one  shrewd 
observer  put  it,  "Flexibility  outside  of 
federal  jurisdiction  can  only  be  positive. 
Fares  may  go  down  some  places  where 
they  should  and  some  where  they 
shouldn't,  but,  ultimately,  everything 
gets  rationalized. "  And  how  about  what 
lower  rates  have  done  for  traffic?  With 
traffic  running  11%  ahead  of  last  year, 
and  far  higher  than  the  experts  had  ex- 
pected, earnings,  too,  are  beating  the 
analysts'  estimates.  One  analyst  admits 
he  started  1977  estimating  less  than  $2 
earnings  per  share  for  American  Air- 
lines, raised  it  to  $2.50  in  the  fall  and 
now  is  projecting  $3  for  the  full  year. 

Debt  burdens  are  another  worry,  but 
they  are  not  nearly  as  high  on  most 
balance  sheets  as  a  few  years  ago.  With 
the  kind  of  cash  flow  most  of  the  airlines 
have,  carrying  this  debt — and  even  pre- 
paying some  of  it — is  no  big  problem. 
American  Airlines'  cash  flow  this  year 
will  be  at  least  $6.50  a  share;  Continen- 
tal's almost  $5. 

Mind  you,  we're  not  saying  that  airline 
stocks  are  hot  buys.  We're  just  saying 
that  if  you  consider  yourself  a  contrarian 
you  ought  to  take  a  look  at  them.  ■ 


Cash  An 


Airline  stocks  defy  conventional  measures — price/earn- 
ings ratios  and  dividend  yields — of  value.  Many  yield 
little  or  nothing.  Sporadic  earnings  make  it  difficult  to 


compare  historical  P/E  ranges.  But  hard  cash,  particu- 
larly in  the  cases  of  American  and  UAL,  has  been 
known  to  make  bargain  hunters'  eyes  gleam. 


Company 


Price/ 
Earnings 
Ratio 


1977 
Earnings 
Per 
Share 


Recent 
Price 


-Latest  Balance  Sheet- 


Price  Range 
1960-1977 


Cash  & 
Equivalents 
Per 
Share 


Book 
Value 
Per  Share 


Cash 
As  %  of 
Total 
Assets 


Debt/ 
Equity 
Ratio* 


Yield 


American  Airlines  - 

4 

$2.10  E 

9% 

49%-4% 

$15.44 

$22.24 

22% 

1.5 

Braniff  Int'l 

5 

1.70E 

8Vb 

30%-1Vs 

1.19 

10.14 

4 

2.0 

3.7% 

Continental  Air  Lines 

5 

1.75  E 

7% 

34y4-1% 

1.65 

12.39 

4 

1.9 

Delta  Air  Lines 

7 

5.11A 

35V2 

68%-1% 

2.63 

31.21 

4 

0.5 

2.0 

Eastern  Air  Lines 

4 

1.50E 

5% 

61%-3'/8 

3.71 

16.29 

6 

4.3 

National  Airlines 

22 

0.53A 

11V2 

52% 

-2V2 

2.48 

22.67 

5 

0.4 

4.3 

Northwest  Airlines 

6 

3.50  E 

21 

67V2 

-1% 

2.26 

32.39 

4 

0.1 

2.4 

Pan  American  World  Airways 

5 

1.00  E 

5 

39% 

-1% 

2.94 

8.08 

9 

3.6 

Trans  World  Airways 

3 

3.00  E 

8% 

101 

-4% 

11.00 

21.81 

9 

3.7 

UAL 

5 

3.25  E 

17% 

87% 

-9V2 

25.17 

35.41 

21 

1.5 

3.4 

E-Standard  &  Poor's  estimat 

e.  A-Actual,  latest 

\2  months.  "Includes  all  leases. 
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High  technology  is  our 
basic  strength.  Managing 

is  our  business. 


energy 


Power-generating  it,  distributing  it,  applying  it.  A  growing 
outlet  for  our  technologies  in  gas  turbines  and  the  fuel  cell 
now  under  development  by  our  Power  Systems  Division. 


Systems  for  flight  are  an  important  category.  Our  Hamilton 
Standard  Division  makes  the  pressurization  and  air-condi- 
tioning  systems  used  on  Boeing  747s  and  Lockheed  L1011s. 


SALES  IN 
BILLIONS 


EARNINGS  IN  $157,4 
MILLIONS 


$5.2 


$117.5 


$104.7 


$3.9 


$3.3 


$2.3 


Computer 
cooking 


Industrial  controls  reflecting  precision  engineering  and 
manufacturing  are  a  major  and  growing  market  for  us. The 
controls  for  this  microwave  oven  come  from  our  Essex  Group. 


$20 


$50.6 


$58.1 


72      73      74      75      76         72      73      74      75  76 


Crowning  five  years  of  achievement,  our  1976  sales  and 
earnings  were  at  record  highs.  Since  1972,  sales  have 
increased  by  155%  and  earnings  by  21 1%. 


UNITED 

TECHNOLOGIES, 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Group  •  Essex  Group  •  Sikorsky  Aircraft  •  Hamilton  Standard 
Power  Systems  Division  •  Norden  •  Chemical  Systems  Division  •  United  Technologies  Research  Center 
United  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV-  sponsored  by  United  Technologies  Corp. 


SAFE  YE  A  ft! 


■i 


nuclear  birthday, 
America. 

Twenty  years  ago,  this  country's  first  nuclear  power  plant  started  operation 
in  Shippingport,  PA. 

Seems  like  only  yesterday. 

And  in  all  that  time,  there  hasn't  been  a  single  nuclear-related  human 
injury  in  a  U.S.  commercial  power  plant. 
Not  one. 

Today  that  same  outstanding  safety  record  which  started  in  Shippingport 
extends  to  all  37  Westinghouse-supplied  nuclear  power  plants  around 
the  world. 

The  power  produced  by  these  installations  could  have  come  from  oil- 
burning  plants.  But  in  our  country  alone,  it  would  have  cost  an  additional 
24  biliion  gallons  of  that  precious  fuel. 

And  it  would  have  cost  you,  as  a  consumer,  an  average  of  more  than 
$135  a  year  on  your  electric  bill. 

The  Connecticut  Yankee  nuclear  power  plant  in  Haddam  Neck,  Conn, 
has  been  on  line  now  for  ten  years.  During  that  time  it  has  produced 
enough  kilowatt  hours  of  electricity  to  serve  the  residential  needs  of 
more  than  a  million  people  each  year. 

Westinghouse  is  working  on  other  energy  resources  for  the  future,  too. 
Like  solar,  coal  gasification,  fusion,  wind  and  ocean  thermals. 

But  for  now,  nuclear  power— along  with  coal— holds  the  greatest 
potential  for  meeting  America's  energy  needs.  And  Westinghouse  is  proud 
to  have  played  a  leading  role  in  converting  both  these  power  sources  into 
electricity. 

It's  been  a  fine  20  years. 

We're  looking  forward  to  many  more. 


powerful  part  of  your  life. 


Ronson 
introduces 
the  Penliter. 

A  beautiful  pen. 


When  you  write  with  the  Penliter 
you're  writing  lighter  history.  Be- 
cause underneath  the  Penliter's 
striking  exterior,  is  an  ignition  sys- 
tem that  can  only  be  compared  to 
that  of  moon  rockets.  It  took  ten 
years  to  develop.  If  you  want  the 
secret  of  how  it  works  just  look  at 
the  ad  across  the  way. 

If  Penliter  is  not  available  in  yourarea  write: 
Ronson  Corp.,  Ogletown,  Delaware  19702. 

RONSON 

The  people  who  keep  improving  (tame. 
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The  Funds 


If  You  Can't 

Beat  The  Japanese, 

Why  Mot  Join  Them? 

Poor  Japan!  No  natural  resources,  overcrowded, 
its  growth  slowing  down.  Poor  Japan  Fund! 
It  only  invests  in  this  unlucky  country.  Poor? 


A  quick  glance  at  Japan  Fund  Chair- 
man and  CEO  Jonathan  Mason's  mid- 
Manhattan  office  makes  you  wonder.  No 
signs  of  wealth  here:  no  plush  carpets,  no 
priceless  netsukes.  Look  closely,  and 
you'll  notice  foam  rubber  poking  through 
the  holes  in  Mason's  office  furniture. 

Are  these  hard  times  for  the  $155- 
million-assets  Japan  Fund?  No.  Just 
good  frugality.  It  can  afford  to  be  shabby 
because  it  is  so  prosperous. 

"I  am  not  worried  by  anything  I  see  in 
Japan,"  says  Mason  in  his  soft.  Park  Ave- 
nue-refined voice.  "As  I  look  around  the 
world  I  see  no  place  I  would  rather 
invest  in  than  Japan.  " 

Japan  Fund  is  a  closed-end  investment 
company  placing  American  money  in 
Japanese  securities.  As  the  Japanese 
economy  has  grown  and  as  the  Tokyo 
exchange  has  become  the  world's  second 
largest.  Mason  has  piled  up  a  truly  im- 
pressive record.  Japan  Fund  s  11 -year 
average  annual  growth  rate,  at  19.7%, 
stands  light-years  ahead  of  all  other 
closed-end  funds.  A  $10,000  investment 
in  the  fund  in  1962,  when  Mason  started 
it,  would  now  be  worth  over  $100,000. 
Last  year  Japan  Fund  rated  B  in  up 
markets  and  A  in  down  ones  and  earned 
its  fourth  appearance  on  Forbes'  Mutual 
Fund  Honor  Roll  (Forbes,  Aug.  15). 

But  this  relates  mainly  to  the  past, 
when  Japan  was  leaping  ahead  by  11%, 
12%,  sometimes  13%  real  annual  growth 
rates.  Today  real  growth  is  in  the  6%-to- 
7%  range  and  is  likely  to  stay  there.  The 
yen  has  climbed  15%  against  the  dollar 
since  January  and  many  Japanese  exports 
are  hurting.  Among  major  Japanese  in- 
dustries, autos  and  electronics  are  out- 
standing performers,  but  many  others — 
like  textiles,  chemicals  and  shipbuild- 
ing— are  doing  poorly. 

Right  now  Japan  Fund  shares  sell  at  a 
steep  27%  discount  from  net  asset  value. 

So  why  are  Mason  and  Japan  Fund 
President  Robert  (Bobby)  Kugler  so  san- 
guine about  their  investments?  asked  a 


Bull  No.  One:  The  only  thing  Japan 
Fund  Chairman  )onathan  Mason  fears  is 
strain  on  the  world's  monetary  system. 


reporter  from  Forbes  last  month. 
Mason  begins  with  this  story: 
"Last  Christmas  I  wanted  to  buy  a 
color  TV,  and  I  went  out  and  really 
shopped  hard,"  he  says.  T  wanted  the 
best  set  and  I  came  away  convinced  Sony 
was  the  best.  I  paid  $100  more  for  a  Sony 
but  I  got  the  best." 

The  point,  says  Mason,  is  that  the 
transformation  of  Japanese  industry  from 
labor-intensive  products  competitive  on 
a  price  basis  to  eapital-and-knowledge- 
intensive  goods  that  compete  on  a  qual- 
ity basis  has  never  stopped.  Quite  the 
contrary:  It  is  continuing  apace.  Increas- 
ingly Japan  is  producing  high-priced — 
but  also  high-r/ua/ifiy — Nikon  cameras, 


96 


FORBES,  DECEMBER  1,  1977 


Seiko  watches,  Fuji  film,  Honda  motor- 
cycles, Hitachi  computers  and  so  on. 
The  Japanese  over  the  years  have  been 
doing  what  the  U.S.  steel  industry  is  just 
getting  around  to  doing:  recognizing 
where  competitive  advantages  lie,  and 
going  after  them.  Competitive  disadvan- 
tages? In  their  efficient  way  the  Japanese 
cede  those  to  the  South  Koreans  and 
Taiwanese.  When  was  the  last  time  you 
bought  made-in-Japan  apparel?  Or  hired 
Japanese  construction  labor? 

Besides,  many  Japanese  export  goods 
now  compete  mainly  with  each  other. 
Explains  Kugler:  "Sure,  a  strong  yen  is  a 


Bull  No.  Two:  Tokyo  stocks  soon  to  be 

at  record  levels?  Entirely  possible, 

says  the  fund's  president,  Robert  Kugler. 


danger  to  industries  like  steel,  chemi- 
cals, fertilizers,  shipbuilding — industries 
that  must  compete  with  other  countries' 
ships  and  steel,  or  industries  producing 
commodity-type  exports.  But  with  a 
company  like  Pioneer  [which  makes  con- 
sumer electronic  goods],  most  of  its  com- 
petition is  from  other  Japanese  compa- 
nies— Matsushita  Electric  [Panasonic] 
say,  or  Sony.  The  motorcycle  market 
now  is  mainly  Japanese,  as  is  the  high- 
quality  camera  market.'' 

Thus,  if  the  yen  rises  15%  against  the 
dollar,  U.S.  prices  of  all  Japanese  TV  sets 
and  cameras  rise  in  the  same  proportion. 
No  competitive  disadvantage  there. 

You  can  see  Mason's  and  Kugler's 


thinking  at  work  in  Japan  Fund's  portfo- 
lio. They  have  taken  huge  positions  in 
companies  like  Pioneer,  Hitachi,  Sony, 
Honda  Motor.  All  told,  high  value-added 
companies  in  the  industrial  goods  and 
consumer  durable  and  nondurable  goods 
industries  account  for  over  60%  of  Japan 
Fund's  portfolio.  You  won't  find  any 
steel  or  shipbuilding  shares. 

At  recent  prices,  Japanese  stocks  sold 
at  an  average  price/earnings  ratio  of  20, 
vs.  10  for  U.S.  stocks.  Some  experts 
believe  this  is  too  high.  But  Mason  and 
Kugler  figure  20  times  is  perfectly  justifi- 
able for  Japanese  shares.  For  one  thing, 
Kugler  says,  the  Japanese  ratio  has 
ranged  from  15  to  30  over  the  last  five 
years — consistently  higher  than  the  U.S. 
average.  But  more  important  is  this: 
Both  men  believe  there  are  compelling 
reasons  why  Japanese  stocks  should  sell 
at  higher  multiples  than  U.S.  stocks. 
They  point  out  that  Japan's  industrial 
plant  and  equipment  is  much  newer  than 
ours,  meaning  the  Japanese  charge  much 
more  for  depreciation,  relatively  speak- 
ing, and  thus  have  money  to  replace 
plant  and  equipment.  This  tends  to  re- 
duce earnings  but  to  make  them  of  high- 
er quality.  (Compare  this  with  the  situa- 
tion of  the  U.S.  steel  industry,  for 
example,  (see  p.  37). 

The  Japan  Fund  managers  argue  that 
there  are  institutional  reasons,  too,  why 
Japanese  stocks  are  entitled  to  higher 
P/E  ratios.  The  Japanese  bond  market  is 
very  primitive  compared  to  ours,  so  Jap- 
anese investors'  funds  cannot  flow  as 
easily  from  stocks  to  bonds.  This  pro- 
vides a  measure  of  insulation  for  Japa- 
nese stocks.  And  the  Japanese  have  not 
wiped  out  fixed  commissions.  You  can 
still  earn  a  good  living  researching  and 
selling  stocks  in  Tokyo,  with  the  result 
that  new  equity  funds  pour  into  the  Japa- 
nese market. 

Okay,  but  why  invest  in  a  land  which 
lacks  natural  resources  and  must,  literal- 
ly, export  or  die?  "The  most  important 
resource,"  says  Mason,  making  the  old 
but  true  point,  "is  not  coal  or  oil.  It's 
people:  hard-working  people  willing  to 
make  money.  If  you  want  to  talk  about 
that  natural  resource,  Japan  has  it  more 
than  virtually  any  other  country." 

Mason,  losing  for  a  moment  his  ordi- 
nary cool,  suggests  that  he  wouldn  t  be 
surprised  to  see  a  1960s-style  bull  mar- 
ket taking  place  in  Tokyo.  With  all  this 
going  for  him,  you  can  see  why  Mason 
doesn't  feel  the  need  to  impress  his  visi- 
tors with  oriental  rugs,  grandfather 
clocks,  Barcelona  chairs  and  the  other 
accoutrements  investment  men  com- 
monly display  to  impress  the  clients.  ■ 


Ronson 
introduces 
the  Penliter. 

A  unique  lighter. 


Instead  of  a  flint  or  battery  to  spark 
the  Penliter  it  has  a  unique  Vara- 
chem  cartridge  containingan  exotic 
space  age  fuel,  which,  when  mixed 
with  air  instantaneously  ignites 
butane. 

Both  the  ink  and  Varachem  car- 
tridges can  be  changed  in  seconds. 
The  Penliter  is  handsomely  gift 
packaged  and  comes  in  chrome  or 
gold  at  $60  and  $85  respectively." 

So  choose  the  pen  that's  a  lighter. 
And  the  lighter  that's  different  from 
any  other  in  the  world.  And  fire  your 
imagination  each  time  you  write  or 
light  up. 

If  Penliter  is  not  available  in  your  area  write: 
Ronson  Corp.,  Ogletown,  Delaware  197Q2. 

RONSON 

The  people  who  keep  improving  flame. 

©1977  Ronson  Corporation.  U  S  A 
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The  Banks 


An  Appealing  Rate  Trend 


The  recent  rise  in  the  prime  rate  couldn't  have  come  at  a 
better  time  for  bankers.  And  most  would  like  it  to  stay  just  about 
where  it  is  now — offering  a  nice  spread  that  helps  expand  profits. 


Most  commercial  bankers  are  like  Gol- 
dilocks and  the  three  bears.  Poppa 
Burns'  interest  rates  (high)  would  be  too 
hot  for  them,  Populist  Mama  Carter's 
rates  (low)  would  be  too  cold,  but  Baby 
Blumenthal's  (in  the  middle)  are  just 
right. 

Left  to  their  own  devices,  bankers 
would  like  interest  rates  to  stay  about 
where  they  are  now.  Higher  rates  would 
raise  the  cost  of  money  for  them  to  a 
point  where  they  might  not  be  able  to 
pass  on  the  higher  costs  and  their 
spreads  could  be  endangered.  Lower 
rates  are  something  no  banker  ever  real- 
ly enjoys.  But  with  the  prime  now 
around  7%%,  most  bankers  are  quite 
happy. 

"A  prime  rate  in  the  7.5%-to-8%  range 
provides  a  nice  spread  that  helps  profits 
expand,"  Charles  J.  Zwick,  president  of 
Southeast  Banking  Corp,  recently  told 
Forbes.  He  said  he  wouldn't  like  to  see 
short-term  rates  go  much  higher.  That 
might  pull  passbook  savings  money  out 
of  the  banks  and  into  higher-yielding 
securities.  Then  the  poor  banks  would 
have  to  replace  the  lost  5%  savings  de- 
posits with  7%-to-8%  certificate  of  de- 
posit money. 

The  recent  rise  in  the  prime  rate 
couldn't  have  come  at  a  better  time  for 
some  banks.  After  a  rather  dull  first  half, 
loans  began  to  surge  in  the  third  quarter, 
thanks  to  healthy  retail  sales  in  much  of 
the  country. 

Ah,  but  there's  a  fly  in  the  ointment! 

Loans  to  manufacturing  companies  are 
not  expanding  at  anything  like  loans  to 
wholesalers  and  retailers  are.  A  good 
part  of  such  growth  as  there  was  in  in- 
dustrial loans  could  be  attributed  to  fi- 
nancing for  takeovers  rather  than  for  nor- 
mal business  purposes. 

At  the  moment  the  prospects  don't 
look  good  for  an  expansion  in  business 
borrowing.  The  latest  McGraw-Hill  sur- 
vey of  capital  spending  predicts  a  modest 
11%  increase  in  1978  over  this  year's  not- 
very-exuberant  figures.  With  spending 
at  this  level,  many  corporations  can  fi- 


nance out  of  cash  flow  and  cash  on  hand; 
no  need  for  a  visit  to  the  friendly  banker. 

Not  surprisingly,  banks  which  do  busi- 
ness with  the  consumer,  with  smaller 
and  retail  companies  are  doing  well.  The 
big  money  center  banks  are  hurting  be- 
cause their  prime  customers,  big  corpo- 
rations, are  just  not  in  the  mood  for 
much  borrowing  these  days.  And  the 
international  business,  which  was  until 
recently  the  mainstay  of  the  money  cen- 
ter banks,  is  starting  to  turn  sour. 

What  do  the  bank  stock  analysts  make 
of  all  this,  the  people  who  must  make 
recommendations  in  this  rather  mixed- 
up  situation?  They  are  currently  most 
impressed  with  retail  banks,  especially 
those  with  lots  of  those  juicy  10%-to-18% 
consumer  loans  (at  a  time  when  the  big 
banks  are  slyly  cheating  on  the  prime 
rates  for  big  customers). 

An  analysis  of  net  interest  margins  for 
the  22  banks  followed  by  Salomon  Broth- 
ers showed  that  at  the  money  center 
banks  there  was  a  noticeable  decline 
from  a  year  ago  during  the  third  quarter. 
Salomon's  analysts,  Warren  R.  Marcus 
and  Thomas  H.  Hanley,  found  that  while 
average  earning  assets  expanded  by 
14.4%  during  the  quarter,  net  interest 
revenue  increased  only  4.6%.  Interest 
margins — net  interest  income  divided  by 
average  earnings  assets — were  only 
3.04%  in  the  third  quarter  for  the  money 
center  banks  against  3.32%  in  the  like 
period  of  1976. 

In  contrast  to  those  money  center 
banks,  regional  banks  followed  by  Salo- 
mon increased  interest  revenues  by  13% 
while  average  earnings  assets  grew 
13.8%.  Their  margins  of  3.62%  in  the 
latest  quarter  were  almost  the  same  as 
the  3.64%  of  a  year  earlier. 

"Superior''  improvements  in  net  inter- 
est margins,  according  to  Marcus  and 
Hanley,  were  achieved  by  Western  Ban- 
corp., Wells  Fargo  &  Co.,  Security  Pa- 
cific and  Mellon  National. 

The  money  center  bank  stocks  were 
hit  particularly  hard  soon  after  the  Oct. 
20  meeting  of  Citicorp  with  bank  stock 


analysts.  At  that  session,  the  country's 
second-largest  bank  sent  shock  waves 
through  the  investment  community 
when  it  revealed  an  earnings  downturn 
of  11%  for  the  quarter  and  no  prospect  of 
achieving  its  goal  of  a  15%  profit  increase 
for  the  entire  year. 

Bear,  Stearns  &  Co.  s  analyst,  Irving 
M.  Geszel,  rushed  back  to  his  calculator 
and  revised  his  1977  earnings  forecast  for 
Citicorp,  to  $2.95  a  share  from  $3. 15.  He 
concluded  that  the  stock  should  not  be 
purchased  at  the  present  time  as  a  long- 
term  investment  despite  the  fact  that  its 
price/earnings  multiple  is  close  to  its  his- 
toric low. 

With  Citicorp's  performance  pulling 
down  other  money  center  bank  stocks, 
Robert  Chaut  of  Blyth  Eastman  Dillon  & 
Co.  focuses  on  regional  banks  outside  of 
the  Southeast.  Chaut  comments  that  es- 
timates of  earnings  are  being  raised  for 
most  southwestern  and  far  western 
banks.  With  prices  generally  under  pres- 
sure, earnings  multiples  are  close  to  the 
lows  of  last  May  and  the  well-situated 
regional  banks  are  attractive,  he  be- 
lieves. Those  banks  in  the  Far  West 
which  have  consumer  loan  business  as 
well  as  small  business  loans  have  "run 
away  with  the  earnings  honors,"  accord- 
ing to  Chaut.  His  favorites:  Security  Pa- 
cific, Valley  National  Bank  of  Arizona 
and  Western  Bancorp. 

Texas  banks,  in  particular,  spurred  by 
the  amazing  Houston  boom  and  a  new 
liberal  merger  policy  are  attracting  at- 
tention. Favored  by  James  H.  Wooden 
of  Merrill  Lynch  are  Republic  of  Texas, 
First  City  of  Texas  and  First  Internation- 
al Bancshares. 

But,  overall,  while  bankers  may  love 
Baby  Blumenthal's  interest  rates,  inves- 
tors clearly  do  not  love  bank  stocks.  Who 
would  have  thought  that  Citicorp,  which 
began  the  year  at  better  than  ten  times 
earnings,  would  sell  down  to  seven  times. 
The  problem  is  that  good  interest  rates 
are  not  enough  for  profitable  banking; 
you  also  need  a  healthy  loan  demand. 
Poor  Goldilocks!         — Ben  Weberman 
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TRUE  CONCESSIONS 


ARKANSAS 

It's  time  you  learned  the  whole  story 


AC  501/371-1121 


Everyone  talks  global  network 
Our  bank  has  it!' 


"Network  capability  is  the  key  to  international  banking." 


I  can  provide  local  currency  financing  for  multinational  corporations  almost 
/where.  As  well  as  in-depth  knowledge  about  the  more  than  100  countries 
where  we  have  a  physical  presence. 


"A  bank  as  big  as  Chase,  with  an  operation  as  extensive  as  ours, 
is  a  major  force  in  world  money  markets.  We  have  the  money. . .  the  local 
and  Eurocurrencies . . .  that  our  customers  need. 


"The  more  intricate  international  finance  gets, 
nore  complicated  corporate  banking  becomes.  And  at  Chase  today, 
a  single  individual  —  your  Relationship  Manager  —  coordinates 
your  needs  worldwide.  Both  credit  and  non-credit. 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates 
viding  vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 
Call  on  today's  Chase  Bankers  today. 


.  Stankard 
■  Vice  President 
>nal  Department 


©  CHASE  MANHATTAN  BANK.  N  A  1977 
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Merger 
Time? 

Johnson  Controls  is  a 
"pure  play"  in  commer- 
cial building  controls, 
and  this  may  be  the  time 
to  broaden  its  base. 

Milwaukee-based  Johnson  Controls 
has  been  making  thermostats  for  over  90 
years,  but  it  took  the  energy  crisis  to 
turn  it  into  a  thriving  company  with  rev- 
enues of  $323  million.  For  thermostats 
have  grown  up  to  be  "environmental 
control  systems"  used  to  conserve  fuel 
and  cut  energy  costs;  and  building  own- 
ers are  trampling  one  another  in  a  lem- 
ming-like rush  to  equip  their  buildings 
with  systems  like  the'JC/80  that  monitor 
and  control  heat,  ventilation,  air-condi- 
tioning, fire  safety  and  security  by  com- 
puter, and  in  the  process  manage  to  cut 
fuel  requirements  by  up  to  30%. 

By  doing  a  good  and  above  all  com- 
plete job — it  makes  or  assembles  and 
then  installs  nearly  everything  it  sells, 
and  services  it  to  boot — Johnson  Con- 
trols has  won  some  35%  of  the  estimat- 
ed $600-million  market  for  commercial- 
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Fred  Brengel:  His  computerized  thermo- 
stats cut  fuel  costs  and  opened  up  John- 
son Controls  to  big-time  competition. 


building  control  systems.  Add  to  that  a 
thriving  industrial  controls  business, 
and  Johnson  reported  $12-million  earn- 
ings on  $224-million  sales  in  the  first 
nine  months  of  1977— up  30%  and  13%, 
respectively,  over  the  same  1976  peri- 
od. Last  year's  return  on  equity  was  a 
cool  18.7%. 

Johnson  is  the  only  company  that  is 
what  analysts  call  a  "pure  play"  in  com- 
mercial controls  systems.  Honeywell 
also  has  an  estimated  30%  to  35%  of  the 
market,  but  Honeywell's  controls  oper- 
ation is  a  secondary  part  of  the  com- 
pany's $2.5-billion  revenues.  Both  com- 
petitors are  profiting  from  the  fact  that 
energy  costs  have  nearly  doubled  for 
commercial  buildings  over  the  last  three 
years — from  55  cents  to  $1  per  square 
foot  per  year.  Not  only  have  commercial 
construction  contracts  risen  7.5%  in  the 
first  three  quarters  of  1977;  there  is  also 
plenty  of  additional  business  to  be  done 
in  existing  buildings.  Analyst  Jack  de- 
Vries  of  Reynolds  Securities  estimates 
that  the  average  commercial  building  of 
200,000  square  feet  will  waste  over 
$20,000  in  energy  this  year 

To  serve  that  market,  Johnson  has  114 
branch  offices  in  the  U.S.  and  Canada 
and  over  300  service  centers,  staffed  by 
10,000  engineers,  architects,  designers 
and  servicemen.  Add  to  tli.it  a  cash  hoard 


Put  your  year-end 
money  in  FDIT 

If  you're  between  investment  decisions  and  looking  for  a  place  to 
invest  idle  funds,  you  should  think  about  Fidelity  Daily  Income  Trust. 
It  keeps  your  money  working  —  until  you  need  it  —  in  high  quality 
short  term  money  market  instruments. 

H  B  Hi  Hi  Hi  Hi  Hi  Hi 


pounded  daily,  7  days  a  week 
Free  check  writing  privileges 
($500  minimum) 
No  minimum  investment 
period 

No  charge  for  investment  or 
withdrawal 

Complete  monthly  reports 
A  constant  $1.00  share  value 
Low  management  fee  (3/10 
of  1%  of  Fund's  Net  Assets) 
Minimum  investment  $5,000 


Call  Free 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


/Lass.- 


Fidelity  Daily  Income  Trust 

82  Devonshire  St.,  Box  832,  Dept.  FF7 1 201 
Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send 
money. 


■ 
i 
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City 


I 
I 

>ver  $3  billion  of  assets  under  management.  ^^^j 


State 


FIDELITY  GROUP 


for  maximum  'protection... 


the  Capitalist 


Keep  dry  in  the  wettest 
weather  with  this  handsome, 
sturdy  jumbo  umbrella. 
"Capitalist  Tool"  appears 
tastefully  in  red  on  the  over- 
sized, deep  blue,  double- 
ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Prince  of 
Wales  handle.  Not  available 
in  stores.  Price:  $20  (includes 
shipping  and  handling). 


W  umbrella 


u 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 


Please  send  me  Capitalist 

Tool  Umbrellas  for  $20.00  each.  I'd 

also   like  Capitalist  Tool 

neckties  at  $10.00  apiece.  Enclosed 
is  my  check  or  money  order. 
Allow  4  weeks  (or  delivery. 

Name  


Address 


City_ 


State, 


__Zip_ 
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IN  TRUCK  RENTING  AND  LEASING . . . 


Watch  for  this  new 
symbol  of  local  service 
coast  to  coast!  . 


NationaLease  .  one  of  the  oldest  names 
in  full-service  truck  leasing... has  a 
new  symbol.  This  red,  white  and  blue 
emblem  now  represents  the  National 
Truck  Leasing  System. ..which  helped 
pioneer  this  growth  industry  under  the 
name  of  NationaLease,  starting  in  1944. 

But  it  is  truck  leasing  with  a  differ- 
ence, with  local,  regional  or  national 
service  backed  up  by  local  ownership! 
NationaLease  affiliates  have  long-term 
relationships  with  many  of  their  full- 
service  leasing  customers.  There  is 
local  attention  to  your  special  needs... 
owners  are  there  when  you  need  them 
.  and  they  are  available  for  quick 
decisions  affecting  your  transportation 
requirements.  Your  nearby  NationaLease 
affiliate  is  a  local  businessman  who 
custom-tailors  each  lease  to  your 


specifications... yet  is  part  of  a  network 
of  over  200  service  centers  operating 
more  than  35,000  trucks  and  tractors 
throughout  the  U.S.  and  Canada. 

Watch  for  this  new  symbol  of  local 
service,  coast  to  coast. 


NationaLease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive,  Chicago.  Ill  60606 
For  nearest  affiliate  call  collect:  312-782-2991 


of  $72  million  (more  than  double  the 
company's  long-term  debt)  and  a  backlog 
of  orders  amounting  to  $367  million,  up 
22%  from  last  year.  And  how  could 
President  Fred  Brengel  \n\c  J 

He  could  lose  his  independence,  for 
one  thing.  As  little  as  a  year  ago,  Johnson 
Controls  was  a  prime  takeover  candi- 
date— profitable,  fast-growing,  cash- 
rich,  and  having  little  stock  in  manage- 
ment or  friendly  institutional  hands.  But 
things  have  changed  since  then:  "I  feel  a 
lot  safer  than  I  did  a  year  ago  when  our 
stock  was  half  the  price  it  is  now."  says 
Brengel.  The  stock  reached  .53  before  it 
was  split  in  September  1977;  recently  it 
sold  at  $26,  compared  with  a  book  value 
of  $12.42  per  share. 

Another  thing  Johnson  could  lose  is 
the  market  dominance  that  it  shares  with 
Honeywell.  Two  huge  new  competitors 


".  .  .  As  little  as  a  year  ago 
Johnson  Controls  was  a  prime 
takeover  candidate,  fast- 
growing  .  .  .  cash-rich  .  .  ." 


have  entered  the  field — IBM  and  United 
Technologies.  IBM  is  offering  a  new 
"System/7"  that  shuts  down  climate-con- 
trol equipment  for  brief  periods  at  pres- 
cheduled  times — periods  long  enough  to 
make  a  difference  in  fuel  costs  but  too 
short  for  a  building's  occupants  to  notice. 
United  Technologies'  Hamilton  Stan- 
dard division,  which  came  of  age  making 
airplane  propellers  in  World  War  II  (and 
still  makes  them),  has  just  designed  and 
installed  a  $1.5-million  system  for  the 
Massachusetts  Institute  of  Technology, 
followed  by  a  $4.5-million  contract  at 
Princeton  University — both  won  over 
bids  from  both  Johnson  and  Honeywell. 

These  are  not  the  first  big  companies 
to  try  invading  the  commercial-building 
controls  market:  BCA  and  Fischbach  & 
Moore  both  entered  and  left  the  field  in 
recent  years.  But  Johnson's  Brengel, 
whatever  his  hopes  might  be,  is  not  so 
foolish  as  to  expect  the  two  newcomers 
to  withdraw  as  the  others  did.  The  mar- 
ket outlook  today  is  simply  too  tempting. 

Indeed,  Brengel  might  possibly  be  re- 
ceptive to  a  partnership  bid.  United 
Technologies  would  seem  to  be  out  of 
the  question  on  antitrust  grounds:  Hav- 
ing already  entered  the  field  on  its  own, 
it  could  not  hope  to  get  antitrust  clear- 
ance to  acquire  one  of  the  major  compa- 
nies already  there.  But  Brengel  does 
admit  to  having  had  informal  talks  with 
many  companies  including  air-condition- 
ing manufacturers.  Trane  and  Carrier, 
both  good  customers  of  Johnson.  With 
business  booming  and  his  stock  at  an 
alltime  high,  this  could  be  the  magic 
moment  for  Brengel  to  make  a  good  deal 
for  his  shareholders.  ■ 
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With  th, 

Christmas  Seals 
the  children  of  America 
celebrate  life  and  breath 


On  this  year's  Christmas  Seals  the  children  of 
America  express  their  feelings  about  Christmas.  At  the 
season  of  giving,  they  help  us  appreciate  the  gift  of 
breathing. 

Your  lungs  must  last  you  all  your  life.  Smoking, 
pollution,  disease  wear  them  out.  Christmas  Seals 
fight  these  killers. 

Christmas  Seals  have  helped  conquer  tuberculosis 
and  are  hard  at  work  on  the  other  dangers.  Your  contribu- 
tion for  Christmas  Seals  will  help  lung  health  for  everyone. 

And  your  use  of  Christmas  Seals  will  tell  everyone 
else  to  help  too.  Act  today.  It's  a  matter  of  life  and  breath. 

We  all  share  the  same  air.  And  we  care  about  every 
breath  you  take.  We  really  do. 
Give  to  Christmas  Seals. 


>\\n  ni  i  I  pi 


I  Rll  AN  I  I  N(,  ASSIH  IUM 


feUCANI.llNC  ASSOCIATION  A  ML  RK  AN  LUN4T  ASSOCIATION  AMLRIC  AN  L  UNO  ASSOCIATION  AMF.RICAN  LUNG  ASSOCIATION  AMLRK  AN  LUNG  ASSOCIATION 


»  WIIM.illN  |'i 


\  I  \Nk  \  I'lT- 


KM'TH  i  A K< >l  ISA  I977 
AMERICAN  LUNG  ASSOCIATION 


AT 

ARIZON  \  »77 


d  L  RIC  AN  LI  NG  ASSOCIAIION 


AMI  RK  AN  LUNG  ASSOCIATION 


WYOMING  1977 

AMERICAN  LUNG  ASSOCIATION 


AMERICAN  LUNG  ASSOCIATION 


ENNKSSEE  l'<77 


P£NNS\  I  VANIA  1977 


AMERICAN 

Space  contributed  by  the  publisher  as  a  public  service 


LUNG  ASSOCIATION 

The  "Christmas  Seal"  People 

We  care  about  every  breath  you  take 


Faces  Behind  The  Figures 


In  This  Corner  ... 
Fat  Albert 

The  Challenger  is  an  executive  busi- 
ness jet  that  exists  only  on  the  drawing 
hoards  of  Montreal-based  Canadair  Ltd. 
Nevertheless,  James  B.  Taylor,  presi- 
dent of  Canadair  s  American  subsidiary 
and  company  marketing  chief,  has  al- 
ready sold  over  1 10  of  them  in  less  than  a 
year — for  a  total  of  $550  million.  How? 

For  one  thing,  he  promised  to  give  all 
the  money  back  with  interest  if  the  plane 
doesn't  meet  specification  or  certification 
requirements  when  tested  next  spring. 

Taylor,  a  genial,  soft-spoken,  portly 
man  at  55,  has  handsome  credentials  as 
an  airplane  salesman.  He  sold  over  $225 
million  worth  of  the  French-designed 
and  -built  Fan  Jet  Falcon  for  Pan  Ameri- 
can despite  anti-Gaullist  sentiment  in 
the  1960s.  In  1975,  he  set  an  industry 
record  by  selling  90  Citation  executive 
jets  for  Cessna.  Shortly  after  that  Fred 
Kearns,  president  of  Canadair  Ltd.,  re- 
cruited him  to  sell  the  option  Canadair 
had  on  a  new  concept  by  William  Lear, 
originator  of  the  Learjet. 

Taylor  s  very  first  move  showed  good 
marketing  strategy.  He  brought  200  cor- 
porate pilots  and  executives  to  Montreal 
to  meet  with  his  engineers  and  asked 
what  they  wanted  in  a  business  jet.  They 


liked  the  plane's  promised  performance 
and  low  fuel  consumption  but  the  execu- 
tives wanted  more  cabin  room.  So  Cana- 
dair's  engineers  extended  Lear's  sleek 
88-inch  width  to  106  inches,  whereupon 
W  illiam  Lear  christened  the  plane  Fat 
Albert  and  all  but  signed  off  the  project. 

Taylor  took  Fat  Albert  to  Wells,  Rich, 
Greene  for  a  complete  image  job.  Mary 
Wells  Lawrence,  you  remember,  was 
the  one  who  helped  out  Braniff  Airways 
with  such  ideas  as  bright-colored  planes 
(the  Jelly  Bean  Fleet).  The  agency  came 
up  with  a  new  name.  Challenger,  and  a 
direct-mail  campaign  that  included 
drawings  of  350-pound  former  President 
Taft  and  his  wide-bodied  bathtub. 

Then  Taylor  gave  the  potential  cus- 
tomers another  incentive  to  buy:  He  sold 
the  first  60  planes  for  $4.4  million  each 
and  now,  after  every  20  sales  he  raises 
the  price  again.  Today  a  Challenger  costs 
$7.5  million  and  sales  are  better  than 
ever.  Deliveries  are  promised  to  start  in 
mid-1979. 

Who's  buying  Fat  Albert?  Federal  Ex- 
press, a  Memphis-based  small  package 
delivery  firm,  bought  25;  Akram  Ojjeh, 
the  Saudi  financier,  who  just  bought  the 
luxury  liner  France,  ordered  19;  and 
American  businessmen  by  the  dozens 
have  about  $35  million  on  deposit. 

What  if  the  plane,  when  finally  built, 


Taylor  Of  Canadair:  "We  asked 
prospects  what  they  wanted  in  a 
business  jet  and  we  gave  it  to  them." 


doesn't  deliver  as  promised?  Taylor,  a 
onetime  Navy  U.S.  test  pilot,  has  no 
doubts.  "We've  had  1,600  hours  of  test- 
ing in  the  wind  tunnel.  And,  remember, 
the  747  was  a  paper  plane,  too.  ■ 


Never  Volunteer! 

In  1973  Walter  C.  Gummere  resigned  at 
only  55  after  a  successful  run  as  presi- 
dent of  appliance-maker  Tappan,  Inc. 
He  raised  horses  on  his  Florida  farm  and 
did  a  little  management  consulting  on 
the  side — which  was  a  mistake  if  he  real- 
ly enjoyed  retirement.  A  year  later,  a 
very  sick  company  was  resting  on  Gum- 
mere's  shoulders:  Vendo  Co.  This  mon- 
ey-losing Kansas  City  vending  machine 
manufacturer  hasn't  yielded  a  dime  in 
profits  since  1973. 

Gummere  was  supposed  to  consult 
back  to  health  a  company  that  had  regis- 
tered pretax  losses  of  $4.6  million  in 
1974  on  a  22%  revenue  drop  to  $88 
million.  He  hardly  knew  where  to  begin. 
Vendo  was  making  half  as  many  vending 
machines  as  in  1966,  but  in  12  times  as 
many  models — still  using  its  same 
700,000-square-foot  Kansas  City  plant. 
"Can  you  imagine  the  added  unit  costs 
that  implies?"  asks  Gummere. 


Not  The  Retiring  Type:  Even  training 
horses  couldn't  keep  Vendo  Co.'s 
Walter  C.  Gummere  down  on  the  farm. 


But  if  you  commit  the  platoon,  you 
commit  the  company,  and  eventually  the 
whole  army,  and  within  three  months 
Gummere  was  snared  in  the  presidency 
of  Vendo.  Gamely,  he  talks  of  the  "chal- 
lenge," but  he  admits  that  so  far  the  job 
has  been  "brutal.  He  has  been  able  to 
do  nothing,  for  example,  about  the  com- 
pany s  rising  materials  (steel,  plastics) 
costs  in  a  market  that  has  only  recently 
begun  to  inch  back  toward  mid-1960s 
unit  sales  levels.  Gamely  again,  howev- 
er, Gummere  has  sold  the  ponderous 
Kansas  City  plant  to  Armco  Steel  for  cash 
and  a  much  smaller  Corinth.  Miss,  plant. 
In  Corinth,  workers  earn  about  $4  an 
hour  versus  about  $6  in  Kansas  City 

Still,  startup  costs  will  help  make  1977 
just  another  losing  y;ear  for  Vendo,  even 
as  sales  approach  $100  million  for  the 
first  time  since  1973.  Predicting  a  profit- 
able 1978,  Gummere  talks  of  a  prize 
Vendo  project — full-service  merchan- 
dise centers  offering  equipment,  me- 
chanical repairs  and  consumable  sup- 
plies to  the  thousands  of  small 
independent  vending  machine  operators 
around  the  country.  Even  so,  at  times 
Walter  Gummere  must  wonder  why  he 
didn't  stay  quit  when  he  was  ahead.  ■ 
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Swiss  Bank  Corporation. 


You  know  our 
international  expertise. 

i^ow  discover  our 
American  know-how. 

Our  reputation  as  a  leading  authority  in  inter- 
national finance  speaks  for  itself. 

But  the  Swiss  Bank  Coiporation  has  also  es- 
tablished a  reputation  that  spans  the  world  of  busi- 
ness in  America. .  .we've  been  known  for  our 

expertise  in  serving  the  commercial  banking 
needs  of  companies  in  the  U.  S.  for  nearly 
four  decades.  Through  these  years  we  have 
grown  to  include  more  than  650  people 
committed  to  serving  our  expanding 
list  of  customers.  Our  banking  experts 
have  made  it  their  business  to  know 
all  the  ways  banking  can  help  you 
toward  your  corporate  goals. 

Whether  you're  interested  in 
domestic  or  international  loans,  cor- 
porate finance,  money  market  facili- 
ties, foreign  exchange  or  good  old 
American-style  financial  savvy,  the 
Swiss  Bank  Corporation  can  help  you 
with  it  all. 

There  was  a  time  when  American 
companies  believed  they  needed  our 
bank  for  international  expertise  and 
other  banks  for  everything  else. 

Now  they  know  the  Swiss  Bank 
Coiporation  is  in  America  to  give  them 
international  expertise  and  everything  else. 

SWISS  BANK  CORPORATION 

Our  expertise  is  international. 
Our  commitment  is  American. 

Main  Office  U.S.A.:  New  York,  15  Nassau  St.,  10005,212/791-2777. 
Branches:  (Tiicago,  150  S.  Wacker  Drive,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Representative  Offices:  Houston,  One  Allen  Center,  77002,  713/658-0561 
and  Los  Angeles,  800  W.  Sixth  Street,  90017,  213/489-5900. 


Faces  Behind  The  Figures 


Telling  Changes 

It  sounded  like  a  good  idea  at  the  time. 
Under  Chairman  Arthur  Wood,  Sears, 
Roebuck  for  several  years  attempted  to 
trade  up  its  traditional  value-oriented 
customer.  But  the  experiment  failed 
(Forbes,  June  15).  Discounters  such  as 
K  marl  moved  ill  to  take  over  the  market 
that  had  made  Sears  Scars.  Meanwhile, 
Wood  found  himself  with  hundreds  of 
store  managers  who  individually  were 
c  pensated  on  the  basis  of  gross  mar- 
gins, who  couldn't  agree  on  what  Sears 
should  cany  nationwide  and  who  were 
allowed  to  make  stocking  and  other  deci- 
sions on  their  own.  In  Chicago,  he  had 
M.B.A.s  grinding  out  computer  studies 
of  what  people  would  buy — studies  to 
which  the  decentralized  store  managers 
paid  little  attention. 

In  January  1976  Wood,  to  his  credit, 
created  a  four-man  office  of  the  chairman 
to  get  Sears  back  on  track.  And  one  of 
the  lour  men  was  Edward  Riggs  Telling, 
one  of  the  most  Searsy  executives  the 
company  had  ever  produced.  Telling, 
who  started  as  a  trainee  in  a  Sears  ware- 
house in  his  native  Danville,  111.,  was 
given  the  authority  to  centralize  all  field 
operations  in  Chicago,  to  see  that  the 
buyers  ordered  the  less  expensive  lines 
and  to  force  store  managers  to  actually 
carry  them. 

It  was  hardlv  a  surprise,  therefore, 
when  Telling  last  month  bested  several 


other  candidates  and  was  named  to  be 
Sears'  new  chairman  when  W  ood  retires 
in  January.  Under  his  polit  ies  Sears  ap- 
pears to  be  Sears  again.  The  company's 
sales  will  be  up  an  estimated  13%,  to  $17 
billion  at  the  end  of  the  fiscal  year  ending 
Jan.  31,  1978. 

Telling  in  command  may  mean  lower 
profit  margins  for  Sears  for  a  while.  The 
overall  operating  profit  margins  for  the 
company  were  down  from  ten  cents  on 
the  sales  dollar  in  1973  to  8.4  cents  last 
year,  and  they'll  be  squeezed  even  fur- 
ther this  year.  Sears  margins  still  suffer 
from  the  high  overhead  associated  with 
higher-price  goods,  such  as  the  complete 
customer  service  offered  by  the  full-line, 
120,000-square-foot  stores  with  which 
the  company  anchors  shopping  (enters. 
That  could  change.  "One  of  Telling  s  first 
moves  will  be  to  try  experimental  pilot 
stores,"  says  a  fellow  retailer.  "Perhaps 
free-standing  smaller  units,  with  central 
checkout  counters.  Or  maybe  other  con- 
cepts will  be  developed — like  the  budget 
shops  that  are  now  being  set  up  within 
existing  Sears  stores. 

Tellings  approach  has  meant — and 
will  mean — painful  changes  at  Sears. 
One  such  change  could  be  the  earl)  de- 
parture of  the  other  members  of  the 
chairman's  office,  along  with  Wood. 
"Telling  is  the  kind  of  guy  who  doesn  t 
like  a  lot  of  people  working  in  an  adviso- 
ry capacity,"  says  another  longtime  re- 


New  Orders:  Sears  c  hairman-to-be 
Telling  represents  the  triumph  of  down- 
to-earth  retailing  over  the  theorist. 


tailer.  "He  likes  people  to  be  account- 
able for  a  certain  level  of  productivity. 
And  if  you  don't  measure  up.  Telling  will 
take  a  hard  look  at  you.  In  Ed  Telling, 
Sears  got  more  than  a  politician — it  got  a 
real  performer.  ■ 


Qu^becor's  Peladeau:  In  a  town  with 
the  Phillies,  Eagles,  76ers  and  the 
Flyers,  why  not  a  sports  tabloid? 


A  Safari  Into 
Darkest  Publishing 

Philadelphia  is  one  of  two  remaining 
U.S.  cities  with  three  major  competing 
metropolitan  newspapers  (the  other: 
New  York  City).  The  competition  there 
is  fierce,  and  profits  are  skimpy,  yet 
Pierre  Peladeau,  a  flashy,  French-speak- 
ing publisher,  thinks  Philly  can  support  a 
fourth.  The  Philadelphia  Journal ,  a  racv 
morning  tabloid  in  the  babes-&-blood 
Rupert  Murdoch  tradition.  Why? 

"Sports,"  says  the  self-made,  52-year- 
old  president  of  Montreal-based  Que- 
becor.  Inc.,  a  $10()-million  publishing 
complex.  "There's  no  other  town  like 
it  -the  Eagles,  the  Phillies,  the  Flyers, 
the  76ers — and  it's  still  a  boxing  town." 

Peladeau  thinks  he  knows  what  he's 
doing — the  same  format  has  proved  suc- 
cessful in  his  18  Canadian  papers.  His 
secret:  low  costs.  In  Philadelphia  he 
hopes  to  start  his  new  sheet  for  under  S2 
million,  by  farming  out  printing  and 
some  delivery  to  local  contractors.  At  the 
same  time,  he  will  charge  25  cents  for  his 
tabloid.  10  cents  more  than  the  Philadel- 
phia liu/uirer,  the  Evening  Bulletin  or 


the  Philadelphia  Daily  News  charges. 
With  higher  circulation  revenues  and 
low  er  costs,  Peladeau  passes  some  ol  the 
savings  on  to  advertisers,  thus  attracting 
smaller  retailers  who  can't  afford  the  ma- 
jor newspapers  rates. 

"We  have  to  take  him  seriously,"  says 
Dale  Davis,  exec  utiv  e  editor  of  the  Bul- 
letin,  Philadelphia  s  "Family  Newspa- 
per.' "He  did  the  same  thing  successful- 
ly in  Montreal  and  there's  no  question 
about  the  great  interest  in  sports  here." 

But  Sam  McKeel,  president  of  Phila- 
delphia Newspapers  Inc.,  the  Knight- 
Riclder  company  which  owns  the  Inquir- 
er and  Daily  News,  disagrees:  "I  think 
he's  in  for  a  hell  of  a  battle.  We  aren't 
going  to  sit  back  and  yield  him 
anything." 

A  flamboyant  man  who  enjoys  ele- 
phant-hunting safaris  to  Africa,  Peladeau 
merely  shrugs  when  asked  about  the 
hard-pressed  and,  therefore,  presuin-  « 
ably  dangerous  competition  in  Philly  6 
Sa\  s  he:  "Once  you  face  a  charging  ele- 
phant, what  else  is  there  to  fear?"  To 
underscore  his  confidence,  Peladeau 
says  he  s  thinking  of  a  similar  venture  in 
Boston,  Los  Angeles  or  Detroit.  ■ 
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>>ay  there,  you  car  people  and  you 
Tick  people!  You  both  pay  taxes  so  the 
highway  Trust  Fund  can  build  and 
Maintain  roads. 

:ogether  you  automobile  owners  and 
mck  owners  pay  almost  all  the  money 
lie  Fund  gets,  so  you  both  have  a 
ubstantial  interest  in  whether  the 
loney  is  spent  on  roads,  as  it  is 
upposed  to  be. 

Serhaps  you  both  know  that  pressure 


groups  are  trying  to  divert  some  Trust 
Fund  money  away  from  roads  (that 
all  of  us  depend  on)  to  projects  like 
subways  (that  most  of  us  will  never 
use). 

And  probably  you  can  both  guess 
what  will  happen  to  a  lot  of  roads  if 
the  pressure  groups  win  and  substantial 
Highway  Trust  Fund  money  is  diverted 
away  from  roads.  Crack!  Crumble! 

So  don't  just  sit  there.  Please! 


Great  Dane  Trailers 


SAVANNAH,  GEORGIA 

Company 


American  Trucking  Industry 


Faces  Behind  The  Figures 


Selling  Sunshine 
To  Saudis 

IGNORING  the  old  joke  about  selling  ice 
to  Eskimos,  Frenchman  Jean-Claude 
Colli  is  busily  selling  desert-dwellers  on 
sunshine.  Last  year,  France  became  the 
first  country  to  link  a  solar  power  sta- 
tion— a  glittering  mosaic  of  mirrors  high 
in  the  Pyrenees — to  its  government- 
owned  national  electricity  grid.  With  a 
huge  annual  oil  bill,  France  has  become 
a  premier  spender  in  the  development  of 
nonfossil  energy.  To  capitalize  on  this 
lead,  the  French  government  has  sent 
Colli — its  new  energies  coordinator — to 
do  some  high-level  selling  of  French- 
made  solar  installations  to  such  countries 
as  Saudi  Arabia,  Egypt,  Iran,  Brazil,  Al- 
geria, Kuwait  and  the  United  Arab 
Emirates.  In  so  doing,  France  has  gotten 
a  big  leg  up  in  the  international  solar 


power  business,  with  at  least  200  instal- 
lations to  date.  In  the  desert  countries 
French  engineers  have  shown  *  people 
how  to  use  solar  power  for  pumping 
water  in  remote  areas.  A  particular  feath- 
er in  France's  cap  is  a  foot-in-the-door 
solar  telecommunications  deal  in  Austra- 
lia that  a  French  firm,  Radiotechnique- 
Compelec,  won  against  vigorous  bidding 
from  such  U.S.  bidders  as  Solarex. 

But  why  do  energy-rich  OPEC  nations 
need  solar  energy?  Because  they  under- 
stand that  their  oil  won't  last  forever.  In 
that  respect  they  are  a  good  deal  less 
complacent  than  many  Americans  who 
don't  seem  to  think  that  there  is  such  a 
thing  as  an  energy  crisis.  ■ 


Sunshine  Patriot:  To  boost  France's 
solar  energy  sales,  Jean-Claude  Colli 
is  aiming  at  desert-dwellers. 


Who  Meeds 
External  Audits? 

"Neither  the  shareholder  nor  manage- 
ment derives  obvious  substantial  benefit 
from  the  external  audit  process,"  writes 
Britain's  Richard  Briston  in  the  latest 
issue  of  Accountancy  magazine.  The 
$450  million  that  British  corporations 
spend  each  year  having  their  financial 
statements  audited  by  public  accounting 
firms  is  just  a  "massive  misdirection  of 
scarce  resources,"  he  says. 

Briston  is  no  wild-eyed  reactionary- 
He  simply  knows  whereof  he  speaks.  He 
is  a  39-year-old  partner  in  a  medium- 
sized  public  accounting  firm.  A  graduate 
of  the  prestigious  London  School  of  Eco- 
nomics, Briston  is  also  one  of  the  more 
stimulating  accounting  professors  at  the 
University  of  Strathclyde  in  Glasgow. 

"As  a  shareholder,"  says  Briston,  "you 
get  an  audit  report  of  five  or  six  lines  and 
you  think,  'If  the  internal  system  is  beau- 
tiful, then  why  am  I  paying  a  million 
pounds  for  an  audit?  And  if  there  is 
something  wrong,  why  don't  they  tell  me 
instead  of  sending  a  secret  letter  to  man- 
agement?' Wheff  they  say  a  particular 
accounting  standard  has  not  been  fol- 
lowed, they're  simply  giving  sharehold- 
ers as  little  information  as  they  can  while 
covering  themselves  against  suits  for 
negligence.  Besides,  the  external  audit 
usually  comes  far  too  late  to  assist  in  the 
control  process  if  there's  something 
wrong." 


Self-Critic:  Richard  Briston  claims 
that  he  and  other  British  auditors  are 
doing  a  good  job  at  the  wrong  job. 


And  what  does  Briston  recommend? 
"The  internal  auditor,  given  indepen- 
dence, could  do  the  external  auditor's 
job  better,"  he  replies,  "because  he  un- 
derstands the  physical  realities  behind 


the  numbers."  To  ensure  independence 
Briston  would  have  the  internal  auditor? 
report  to  an  audit  committee — an  audit 
committee  controlled  by  nonmanagej 
ment  outsiders. 

Wouldn't  Briston  be  putting  himsel 
out  of  a  job?  "Not  really,"  he  replies, 
reckon  there  is  quite  a  bit  of  work  if  the 
auditing  profession  were  to  provide  peoj 
pie  with  what  they  really  wanted." 

Briston  has  plenty  of  thoughts,  if  hii 
radical  notion  were  to  prevail,  on  wha 
that  new  work  might  be  like.  A  strong 
supporter  of  inflation  accounting,  he  ar 
gues  that  if  the  profession  insists  or 
sticking  to  historical  cost,  it  should 
least  disclose  the  potential  range  of  profj 
its  and  assets  under  different  accounting 
assumptions.  Beyond  that,  Briston  is  in 
favor  of  audited  financial  forecasts  ("the 
shareholder's  information  needs  relate  t<j 
future  plans  and  forecasts")  and  som^ 
type  of  management  audit. 

"The  whole  emphasis  should  be  shift 
ed  toward  the  audit  of  the  management 
of  the  company,  Briston  says.  "It  seemi 
absurd  to  check  twice  over  that  the  ao 
counting  records  are  technically  correct 
when  there  is  no  check  whatsoever  01 
the  efficiency  with  which  the  company  i 
operated. 

"I  am  just  saying,  let's  go  back  to  thi 
fundamentals  and  rethink  the  audit  func 
tion,"  says  Briston.  "This  profession 
going  to  be  under  enormous  pressun 
from  the  government  in  the  not-too-dis 
tant  future.  It's  beginning  to  happen  ii 
the  States.  The  profession  should  Iea« 
the  process  of  change  and  not,  as  ii 
happening  in  the  U.S.,  continually  be  01 
the  defensive.  At  the  moment  we're  jus 
following  the  Americans  blindly. "  ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  November  3, 1977 


11,000,000  Shares 

The  Southern  Company 

Common  Stock 

(Par  Value  $5  Per  Share) 


Price  $17.10  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 

A.  G.  Edwards  &  Sons,  Inc.  Bear,  Stearns  &  Co.  L.  F.  Rothschild,  Unterberg,  Towbin 
Warburg  Paribas  Becker  Weeden  &  Co. 

Incorporated  Incorporated 

Advest,  Inc.  J.  C.  Bradford  &  Co.  Johnson,  Lane,  Space,  Smith  &  Co.,  Inc. 

Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc.  American  Securities  Corporation 

Bateman  Eichler,  Hill  Richards  Loewi  &  Co. 

Incorporated  Incorporated 

Prescott,  Ball  &  Turben  Rauscher  Pierce  Securities  Corporation 


Faces  Behind  The  Figures 


Some  Fun,  At  Last 

Following  the  fortunes  of  Borden, 
Inc.  has  often  been  about  as  exciting  as 
watching  grass  grow.  Its  profits  have 
been  dependable;  this  year's  third  quar- 
ter  was  the  30th  straight  quarter  in 
which  Borden  improved  upon  its  year- 
earlier  figure.  But  the  record  has  also 
been  unexciting,  as  indicated  by  Bor- 
den's showing  up  below  Forbes'  1976 
food  industry  medians  in  return  on  equi- 
ty and  total  capital. 

Until  recently,  there  was  little  that 
CEO  Gus  Marusi  could  do  to  pep  up  his 
company.  It  was  positioned  in  too  many 
low-margin  businesses — in  particular,  its 
antiquated  dairy  division.  Moreover, 
Borden's  chemical  business,  which  con- 
tributes 42%  of  earnings,  is  so  capital- 
intensive  that  it  has  been  consuming 
more  than  its  share  of  the  debt  that  Bor- 
den's conservative  food  company  capital- 
ization will  allow.  In  the  last  couple  of 
years,  however,  Borden's  cash  position 
has  improved,  and  its  writeoff  of  losing 


urban  dairy  operations  (New  York,  Chi- 
cago) is  behind  it. 

Thus,  the  company  is  kicking  *up  its 
heels  in  the  supermarket.  This  year, 
about  $128  million  is  being  spent  to  mar- 
ket Borden's  specialty  foods,  such  as 
Wyler's  powdered  soft  drinks  and 
Drake's  Cakes.  That's  more  than  IV2 
times  its  entire  capital  budget  for  1973. 
"I  became  aware  that  we  should  be  ad- 
vertising more,"  Marusi  says,  reflecting 
the  fact  that  Wyler's  and  other  Borden 
specialty  foods  have  been  scratching  to 
hold  market  share  against  such  competi- 
tors as  General  Foods  (Kool-Aid),  which 
are  spending  millions  on  ad  campaigns. 

For  Marusi,  who  has  been  Borden's 
chief  chemicals  advocate  over  the  years, 
Borden's  improved  finances  offer  a 
chance  to  get  more  involved  than  ever  in 
its  food  business.  He  is  personally  over- 
seeing its  ad  agencies  and  reviewing  ad- 
vertising results  dollar  by  dollar.  The 
total  effect  of  the  plunge  on  Borden,  and 
on  the  durably  handsome  64-year-old 
Marusi,  should  be  a  tonic  one.  ■ 


Ad  Man:  With  Borden's  cash  position 
improving,  CEO  Gus  Marusi  is  free  to 
spend  dollars  promoting  food  products. 


Development  Authority:  Ireland's  eco- 
nomic future  could  well  be  bound  up  in 
Michael  Killeen's  planning  papers. 


The  Books  Of  Killeen 

The  Book  of  Kells,  that  eighth-cen- 
tury masterwork  of  monks,  is  a  monu- 
ment to  Ireland  s  ancient  glories,  but  ten 
prosaic  planning  volumes  in  the  Dublin 
office  of  Michael  Killeen,  head  of  the 
Irish  Industrial  Development  Authority, 
could  be  the  touchstone  of  Ireland's 
future. 

Since  1970,  the  year  Killeen  took 
over,  IDA  has  brought  in  from  abroad 
almost  $1.9  billion  in  new  fixed  assets. 
The  U.S.  alone  has  invested  $960  mil- 
lion, ten  times  the  amount  it  spent  in 
Ireland  in  the  two  previous  decades. 
More  important,  IDA  has  created 
166,000  new  jobs,  112,000  since  1970,  a 
vital  consideration  in  a  country  with  the 
highest  unemployment  in  Western  Eu- 
rope and  which  watches  perhaps  half  of 
its  science  and  engineering  graduates 
sail  off  to  foreign  jobs  each  year. 

Killeen  works  a  two-way  street.  To 
lure  industry,  he  uses  all  the  established 
tools — tax  breaks,  preselected  sites,  pre- 
built  plants,  training  programs,  grants- 
in-aid.  But  he  also  breaks  out  U.S.  Com- 
merce Department  figures  showing  the 
rate  of  return  on  U.S.  investment  in 
Ireland  at  the  top  of  the  European  scale 
for  1975  and  1976—29.5%,  more  than 
double  the  Common  Market  average  of 
12%.  Killeen  expects  to  maintain  that 
lead  in  1977  and  sees  a  20%  gain  in 
additional  investment  besides. 

A  compact  man  with  the  dark  coloring 
of  the  west  of  Ireland  (he  is  from  Don- 


egal), Killeen,  now  49,  has  spent  his  life 
doing  his  government's  work  but  is  nei- 
ther politician  nor  bureaucrat.  (His  job, 
in  fact,  bars  him  from  seeking  office.)  He 
calls  IDA  "a  commercial  operation"  and 
runs  it  that  way.  His  missionaries,  for 
instance,  stress  "one-stop  service," 
which  lets  a  prospect  leave  ID  As  offices 
with  every  decision-making  fact  he  could 
possibly  need,  from  water  tables  to  wage 
scales. 

Despite  his  own  considerable  aca- 
demic credentials — he  holds  a  "modera- 
torship"  (roughly  equivalent  to  a  mas- 
ter's degree)  in  economics  and  political 
science  from  Dublin's  Trinity  College — 
Killeen  takes  quiet  satisfaction  in  noting 
that  the  IDA  often  ignores  the  chrome- 
domes.  The  academics,  he  says,  first 
thought  Ireland  s  salvation  lay  in  creat- 
ing "growth  points"  that  would  bring 
automatic  prosperity  to  their  environs. 
Instead,  the  points  became  .centers  of 
congestion  while  the  hinterland  contin- 
ued to  languish.  So  Killeen  reversed  the 
theory  :  He  built  up  the  peripheries  and 
proved  that  the  "points  would  develop 
on  their  own. 

While  the  monks  of  Kells  could  rest 
after  one  book,  Killeen  is  hard  at  work  on 
a  newr  shelf  of  IDA  plans.  His  problem 
for  the  next  several  years,  he  thinks,  will 
be  urban  renewal,  a  headache  as  new  as 
it  is  big.  Putting  industry-  into  Dublin, 
for  instance,  means  buying  inner-city 
real  estate  at  prices  astronomically  high- 
er than  the  green  and  empty  fields  of 
Donegal  and  Mayo.  ■ 
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The Tenneco  Catalog: 
Chances  are  you've  already 
ordered  from  it. 


This  sampler  gives  you  an  idea  of  what  you 
could  choose  from  if  Tenneco  listed  all  its 
products  (and  the  thousands  of  products 
made  from  them]  in  one  catalog. 

IOur  Sun  Giant®  brand  of  fruits  and  vege- 
tables comes  to  you  from  Tenneco  West. 
It's  all  the  cream-of-the-crop  from  asparagus 
to  zucchini.  Crisp  almonds  you'll  be  nuts 
about.  Juicy  plums.  Lush  oranges  and  grape- 
fruit. Referred  to  in  the  trade  as  premium 
produce. 

2 Tenneco  Oil  drills  for  oil  on  and  offshore 
in  the  U.S.,  we  refine  it  into  gasoline,  and 
we  deliver  it  to  our  self-service  stations  in  the 
south  and  southeast.  We  also  supply  heating 
oil,  through  distributors,  to  the  Atlantic 
Seaboard. 

3 Exhaust  systems,  catalytic  converters, 
jacks  and  filters  are  products  of  our 
Walker  Manufacturing.  Our  mufflers  and 
pipes  are  famous  for  their  quality  and  good 
fit,  which  is  why  they're  installed  at  service 
stations  and  garages  almost  everywhere. 

4 With  16,000  miles  of  natural  gas  pipe- 
lines, Tennessee  Gas  Transmission  is 
doing  its  best  to  supply  customers  in  the 
northeast  and  middlewest.  Even  so,  we  hope 


you  will  use  this  product  prudently. 

5 The  Navy  needs  ships  for  your  defense. 
This  guided  missile  cruiser  was  built  at 
our  Newport  News  Shipyard,  along  with  air- 
craft carriers,  supertankers  and  liquefied 
natural  gas  (LNG)  carriers.  Newport  News 
is  the  giants'  workshop. 

6 We  supply  a  special  vinyl  for  siding  that 
never  needs  painting.  But  in  case  you're 
repainting  the  kitchen,  our  Tenneco  Chem- 
icals is  also  the  number  one  supplier  of 
colorants  and  other  additives  for  paints. 

7 Almost  everything  in  your  home  got 
there  via  that  universal  shipping  con- 
tainer, the  plain  brown  box.  Our  Packaging 
Corporation  of  America  supplies  this  need 
with  all  sizes,  shapes  and  strengths,  all  the 
way  up  to  the  grand  piano  model. 

8 J  I  Case  is  one  of  the  largest  manufac- 
turers of  construction  equipment  in  the 
world.  There's  probably  a  Case  backhoe/ 
loader  or  a  Drott  crane  or  a  Davis  trencher 
working  in  your  neighborhood. 

For  more  information  about  the  company 
that  makes  so  many  of  the  things  you  use, 
write  to  Dept.  X-3,  Tenneco  Inc.,  Houston, 
Texas  77001. 


Tenneco 


"Both  our  chains  are  growing, 
superior  enterprises-gaining 
a  momentum  of  success..." 


Verne  H.  Winchell,  President,  Denny's,  Inc.,  1977  Annual  Meeting 


Denny  s  Restaurants 


Summary 
of 

Operations 

First  Quarter  (ended  Sept.) 

1977(14  weeks)       1976 ( 13  weeks) 

Revenues 

$103,804,000 

$77,388,000 

Operating 
Income 

$13,033,000 

$10,002,000 

Units  Open 

634 

549 

Winchell's  Donut  Houses 


Summary 
of 

Operations 

First  Quarter  (ended  Sept.) 
1977(14  weeks)        1976(13  weeks) 

Revenues 

$30,342,000 

$22,904,000 

Operating 
Income 

$3,370,000 

$2,864,000 

Units  Open 

767 

690 

Denny's, 


Comparative 
Highlights 

First  Quarter  (ended  Sept.) 

1977(14  weeks)        1976 (  13  weeks) 

Revenues 

$141,812,000 

$105,799,000 

Net  Income 

$8,021,000 

$6,423,000 

Per  Share 

93? 

750 

Working  Capital 
From  Operations 

$12,811,000 

$9,473,000 

Quarterly 
Dividend 

150 

110 

The  first  quarter  of  the  current 
fiscal  year  continued  growth 
trends  already  well  estab- 
lished. Denny's,  Inc.,  is  now 
at  a  point  where  it  can  begin 
to  harvest  the  benefits  of  size 
and  maximize  returns  on  the 
innovative  skills  evolved  dur- 
ing the  great  transition  period 
of  the  past  decade. 


For  a  copy  of  our  1977  Annual  Report  and  our  First  Quarter  Report  (which  contains  a  report  on  our 
1977  Annual  Meeting)  write:  Denny's,  Inc.,  P.O.  Box  1117B,  La  Mirada,  California  90637. 


FORBES  Money  And  Investments 


The  Economy 


Carter  Gets  The  Message 


It  was  an  extraordinary  exchange  of  billets-doux  and  the 
message  couldn't  have  been  clearer:  If  President  Carter  wants 
to  gain  the  elusive  "confidence"  of  business,  one  way  is  to 
endorse  the  philosophy  of  that  master  of  a  conservative  eco- 
nomic policy,  Arthur  Burns.  There  are  strong  signs  Carter 
intends  to  do  just  that. 

First,  there  was  the  President's  press  conference.  Heck  no, 
said  Jimmy,  I  think  Professor  Burns  is  terrific,  a  man  of  great 
respect.  Reports  of  disharmony  between  the  Fed  and  the 
White  House  were  greatly  exaggerated,  said  Carter.  He 
doesn't  have  "any  inclination  to  criticize  the  actions  that  have 
been  taken  by  Mr.  Burns." 

The  market  gained  14  points  on  that. 

The  presidential  position  was  reinforced  the  next  day  by 
Secretary  of  the  Treasury  W.  Michael  Blumenthal.  He  showed 
up  before  the  Senate  Banking  Committee  and  provided  one  of 
the  strongest  affirmations  yet  of  Fed  money  policy.  Not  even 
Bill  (Hector)  Proxmire  could  goad  him  into  a  complaint. 

The  market  jumped  another  13  points  on  that  one. 

In  an  area  where  correlations  are  usually  quite  suspect,  this 
one  couldn't  have  been  clearer:  The  way  to  businessmen's 
hearts  is  through  the  Fed. 

Just  consider:  Corporate  America  s  approval  of  Jimmy  Carter 
hit  a  peak  last  spring  when  Jimmy  Carter,  following  Arthur 
Burns'  advice,  withdrew  his  request  for  $50-tax  rebates  and 
settled  on  what  seemed  a  conservative  spending  policy.  The 
Dow  then  stood  close  to  950. 

After  that  the  slide  began.  Social  Security  increases?  Soak 
business.  Mail  costs  up?  Soak  business.  Energy  taxes  soaring? 
Increase  them  some  more.  Meanwhile,  blame  the  Fed  for 
sending  up  interest  rates. 


At  more  or  less  the  same  time  as  the  presidential  about-face, 
Burns  was  quietly  demonstrating  his  willingness  to  compro- 
mise. Specifically,  he  told  the  Senate  Banking  Committee  that 
he  preferred  not  to  tighten  credit  by  raising  short-term  interest 
rates  further,  even  when  money  supply  grew  beyond  target 
ceilings.  This  is  not  small  potatoes:  As  the  chart  below  shows, 
the  level  of  M-l  (money  in  its  narrowest  sense,  meaning  cash 
and  demand  deposits)  was  well  above  the  targets  set  at  the  Oct. 
18  meeting  of  the  Federal  Open  Market  Committee.  Burns 
acceptance  of  this  spurt  in  the  money  supply — "only  a  tempo- 
rary setback,"  he  explained — is  calculated  to  endear  him  more 
to  Jimmy  Carter  than  to  Milton  Friedman. 

A  reasonable  conclusion:  Burns  may  or  may  not  be  reap- 
pointed as  chairman  of  the  Federal  Reserve  Board — but  in 
either  case  there  will  be  no  major  change  in  central  bank 
monetary  policy.  The  Fed  is  not — repeat  not — going  to  fall  into 
the  hands  of  the  easy-money  boys.  You  can  discount  reports 
that  say  that  it  will.  If  the  chairman  of  the  Fed  after  Feb.  1  is 
not  Burns,  it  will  be  a  proxy  for  him. 

This,  because  the  strong  performances  of  the  stock  and  bond 
markets  have  provided  the  sort  of  instant  acknowledgement 
needed  to  convince  the  Administration  of  the  wisdom  of  a  Fed 
headed  by  Burns,  or  by  someone  who  has  his  support.  Profes- 
sor Burns  can  lecture  brilliantly;  indeed,  he  does:  congress- 
men, journalists,  the  President,  whoever  comes  to  hand.  He 
can  be  very  persuasive. 

But  never  so  persuasive  as  was  the  rally  that  followed 
President  Carter's  live-and-let-live  statement.  If  the  White 
House  is  serious  about  wishing  to  regain  the  confidence  of 
business,  it  would  have  to  be  deaf,  dumb  and  blind  not  to 
recognize  how.  Reappoint  Burns,  or  hire  someone  like  him.  ■ 
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Ports"  In  A  Storm 


By  Ben  Weberman 

"...  A  case  of  political  chickens  coming 
home  to  an  economic  roost  .  .  ." 


I  here  is  a  good  deal  of  confusion  in 
die  tax-exempt  bond  market  right  now 
about  the  value  of  at  least  half,  and  possi- 
bly three-fourths,  of  the  almost  $2  billion 
in  bonds  of  the  Port  Authority  of  New 
York  and  New  Jersey.  Some  Authority 
bonds  may  be  worth  more,  others  less, 
than  their  present  value  in  the  market. 
Why  the  confusion?  Call  it  a  case  of 
political  chickens  coining  home  to  an 
economic  roost. 

The  Port  Authority  was  created  in 
1921  by  the  legislatures  of  New  York  and 
New  Jersey  to  provide  "balanced  trans- 
portation" for  the  metropolitan  area.  The 
Authority's  idea  of  balance  was  to  pro- 
vide facilities  for — and  levy  tolls  and  fees 
on — just  about  everything  that  moved, 
except  deficit-ridden  mass  transit. 

Under  Austin  Tobin,  for  30  years  its 
executive  director,  the  Port  Authority 
successfully  resisted  sporadic  political  ef- 
forts to  force  it  to  use  significant  amounts 
of  its  huge  revenues  (1977  estimate:  $.532 
million)  to  even  subsidize — let  alone 
modernize  and  expand — the  New  York 
area's  ailing  subway  system  and  commut- 
er rail  network.  Tobin  engineered  a  deal 
in  1962  that,  he  thought,  would  insulate 
the  Authority  from  such  pressures  for- 
ever. In  return  for  the  Authority's  taking 
on  the  small  and  bankrupt  Hudson  & 
Manhattan  Tubes,  the  legislatures  of 
New  York  and  New  Jersey  entered  into  a 
"covenant"  that  insulated  the  Authority 
from  further  deficit  financing. 

Far  from  eliminating  such  pressures, 
however,  the  covenant  in  time  became 
an  embarrassment.  In  1974  it  was  re- 
pealed outright  by  both  states.  Port  Au- 
thority bonds  sold  in  the  past  four  years 
contain  no  language  that  would  forbid  it 
from  undertaking  mass-transit  projects. 
And  although  the  ovenant  is  still  bind- 
ing on  bonds  sold  between  1962  and 
1973,  plans  are  now  afoot  that  would  get 

Mr.  Weberman  is  economics  editor  of  Forbes 
magazine . 


around  that  problem. 

One  solution  now  being  discussed 
would  be  an  advance  refunding,  but  with 
a  twist.  The  Authority  would  sell  new 
bonds  in  a  dollar  amount  equal  to  the  par 
value  of  bonds  to  be  refunded.  The  cash 
raised  through  this  procedure  would  be 
used,  not  to  pay  off  the  old  bonds  at 
inflated  prices,  but  rather  to  purchase 
U.S.  Treasury  obligations  that  would  in 
turn  be  pledged  as  backing  or  collateral 
for  the  outstanding  bonds.  The  Treasury 
collateral  would  be  timed  to  mature  pre- 
cisely when  the  money  would  be  needed 
to  pay  off  the  outstanding  Port  Authority 
1962  to  1973  debt. 

The  Covenant  Goes 

Lawyers  for  the  Port  Authority  and  for 
bond  dealers  agree  that  if  the  bonds 
covered  by  the  covenant  were  backed  by 
Treasury  collateral  in  this  way,  it  would 
provide  an  effective  "defeasance"  of — a 
legal  escape  from — the  statutory  cov- 
enant and  permit  the  Authority  to  spend 
money  for  mass-transit  facilities. 

Not  all  Port  Authority  bonds  would 
have  to  be  advance-refunded.  Of  the 
$1.95  billion  now  outstanding,  $1.15  bil- 
lion is  covered  by  the  restrictive  cov- 
enant. Some  advisers  in  the  scheme, 
however,  argue  that  another  $250  mil- 
lion of  bonds  sold  earlier,  in  the  Consoli- 
dated Bonds  series,  would  also  have  to 
be  advance-refunded — to  be  certain  that 
no  pre-1973  investor  could  claim  the  loss 
of  protection  he  had  counted  on. 

If — and  that  is  a  big  "if  —the  advance 
refunding  goes  through,  the  Consolidat- 
ed Bonds  series  numbered  20  through  39 
would  become  as  good  as  the  U.S.  gov- 
ernment securities.  After  all,  they  would 
be  backed  by  U.S.  Treasury  securities. 
So  would  the  series  numbered  1  through 
19,  in  the  event  those  too  were  to  be 
covered  by  the  advance  refunding. 

On  the  other  hand,  bonds  presently 
outstanding  and  not  covered  by  the  ad- 
vance refunding  would  not  be  diminish- 
ed in  quality.  They  would,  however,  suf- 
fer a  price  burden  because  they  would 
be  competing  with  a  much  larger  supply 


of  Port  Authority  debt. 

At  present,  says  Bruce  Treitler  of  the 
municipal  bond  department  of  Thomson 
McKinnon  Securities  Inc.,  the  market  is 
not  differentiating  among  the  various 
Port  issues  by  whether  or  not  they  would 
be  covered  by  the  advance  refunding. 
The  6%  bonds  due  in  2008,  issue  num- 
ber 40,  which  is  just  beyond  the  cov- 
enant era,  are  priced  to  yield  6%.  This  is 
somewhat  less  than  the  6.25%  return 
available  on  the  6%%  bonds  due  in  2005. 
The  latter,  issue  number  35,  must  be 
refunded  if  the  covenant  is  set  aside. 

The  market  for  these  securities  has 
become  volatile  as  it  awaits  word  of) 
whether  or  not  the  advance  refunding 
will  be  attempted.  Little  more  than  a| 
month  ago,  the  Port  2%s  due  in  1984- 
seven-year  maturity — were  trading  at 
86.  In  less  than  two  weeks  they  rose  to 
91.  They  are  now  back  to  87.  At  87,  the 
return  on  them  is  4.75%,  less  than  the 
5.3%  yield  on  Housing  Assistance  Ad- 
ministration bonds  with  the  same  cou- 
pon and  maturing  in  1984,  which  earn  a 
direct  U.S.  government  guaranty. 

At  this  time,  I  would  not  buy  Port) 
bonds  not  likely  to  be  included  in  an 
advance  refunding.  The  prices  are  too 
high.  If  I  were  certain  that  the  advance 
refunding  were  to  go  through,  I  would! 
be  tempted  to  buy  issues  20  through  39 
I  would  avoid  issues  1  to  19,  which  are 
now  short  term,  because  these  are  over- 
priced against  HAA  bonds  and  are  prob- 
ably held  by  specialized  institutions  hop- 
ing to  have  the  securities  purchased  by 
lot  for  early  sinking-fund  redemption. 

In  any  case,  I  would  not  bet  on  the 
advance  refunding's  going  through.  New 
York  State  Comptroller  Arthur  Levitt's 
bond  calendar  scheduling  committee  has 
already  voted  to  give  advance-refunding 
issues,  such  as  the  Port  Authority  pro- 
posal, second  priority  behind  new  mon- 
ey offerings  of  the  state  and  its  agencies. 
And  these  cash  needs  are  great.  With  the 
state  hard-pressed  to  find  buyers  for  its 
own  debt,  some  bond  analysts  can't  fig- 
ure out  how  the  Port  would  be  able  tc 
squeeze  in  its  massive  offering.  ■ 
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A  BOLD  MEW  VW  TO  INVEST 
FOR  HIGHER  INCOME. 


Now,  for  the  first  time,  inves- 
tors seeking  high  income  from  a 
diversified  portfolio  of  lower  rated 
bonds  can  enjoy  substantial  bene- 
fits without  substantial  cost. 

NO  SALES  CHARGE. 

Fidelity  Aggressive  Income/ 
Fund  is  the  first  of  its  kind 
with  no  sales  charge. 
This  represents  a  con- 
siderable savings  over 
funds  with  such  cost. 

PROFESSIONAL 
MANAGEMENT. 

The  Fund  seeks  the 
highest  current  income  ob- 
tainable from  a  profession- 
ally managed  portfolio  of 
high  yielding,  fixed  income 
securities.  The  anticipated 
returns  from  such  securities 
are  substantial,  but  so  are  the 
potential  risks.  That's  why 
professional  management  is 
so  important. 

Through  intensive  credit 
analysis  and  continuous  supervi- 
sion, Fidelity's  professional 
investment  staff  seeks  to  keep 
The  Fund's  income  high  and  limit 
the  risk.  In  selecting  the  obliga- 
tions for  the  portfolio,  they  will 
attempt  to  find  bonds  considered 
to  be  "underrated'' 

Anticipated  cash  flow,  asset 
coverage,  earnings  prospects  and 
corporate  management  are  but  a 


few  of  the  factors  that  will  influ- 
ence our  choice  of  bonds.  Most 
will  have  lower  ratings  and  some 
will  be  unrated.  Each  will  have  the 
potential  for  high  current  income. 

DIVERSIFICATION. 

The  Fund's  wide  diversifica- 
tion helps  to  spread  and  further 
reduce  risk. 

The  minimum  initial 
investment  requirement  is 
$2500.  For  that  amount, 
investors  receive  the  diver- 
sification advantages  of  a 
portfolio  that  could  only  be 
assembled  by  larger  insti- 
tutions. 


IMMEDIATE 
LIQUIDITY. 

Fidelity  Aggres- 


sive Income  Fund  was 
designed  for  long  term 
investors.  However,  even  they 
will  take  comfort  in  the  liquidity 
we  offer. 


Shares  may  be  redeemed  at 
net  asset  value,  without  charge, 
whenever  you  wish.  A  wire,  phone 
call  or  letter  is  all  that's  required. 
Money  may  also  be  transferred  in 
this  same  manner  to  any  of  the 
seven  other  Fidelity  no-load  funds. 

Investors  may  choose  to 
receive  income  either  monthly 
or  quarterly.  Long  term  investors 
will  also  enjoy  our  reinvestment 
option.  It  enables  them  to  auto- 
matically compound  their  high 
income  and  thus  seek  higher 
potential  return. 

;  v 

OUR  BENEFITS  ATA  GLANCE. 

•  No  sales  charge  or  withdrawal  penalty. 

•  Skilled  professional  management. 

•  Diversification  of  investment. 

•  Telephone  withdrawal  or  exchange. 

•  Monthly  or  quarterly  income. 

•  Automatic  compounding  of  income. 

•  Complete  record- keeping. 

•  No  coupons  to  clip. 

•  Immediate  liquidity. 

•  KeoghorIRA  Retirement  Plans. 

^  ( 

There's  a  great  deal  more  to 
be  learned.  Take  a  bold  step  and 
do  just  that.  Simply  return  the 
coupon  or  call  toll-free  today. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect 
|617)  726-0650 


FIDELITY  AGGRESSIVE  INCOME  FUND 

P.O.  Box  832,  Dept.  FF7120I 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including  management  fees, 
other  charges  and  expenses,  please  write  or  call  for  a  prospectus.  Read 
it  carefully  before  you  invest  or  send  money. 

Name  

Address  ,  

City  


. State . 


Zip. 


Retirement  Plan  Information:  Keogh  □    IRA  □    403B  □ 


FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 
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The  Case  For  Kodak 


By  ROBERT  J.  FLAHERTY 

In  spite  of  the  sharp  rally  it  put  on  last 
mid-month,  Eastman  Kodak  has  been 
badly  clawed  by  the  bear  this  year.  Sell- 
ing as  high  as  120  during  1976,  it  started 
this  year  in  the  80s  and  ended  up  under 
50;  in  ten  months  its  market  value 
dropped  by  almost  $5  billion. 

One  very  bright  fellow  we  know  says 
that  analysts  tend  to  raise  their  earnings 
estimates  when  stocks  are  rising  and  low- 
er them  when  the  stocks  are  dropping. 
This  suggests  that  analysts  believe  that 
nature  follows  art,  and  also  suggests  the 
analysts  aren't  as  smart  as  they  ought  to 
be.  As  Kodak  has  declined  in  price,  the 
analysts  have  tended  to  sour  on  it.  Some 
who  loved  it  at  151  hate  it  at  50.  Yet  it  is 
the  same  company. 

Assiduous  seeking  did  find  us  a  Kodak- 
lover  last  month.  "Pricing  is  against  Ko- 
dak, market  shares  are  against  them,  but 
that's  the  past,  not  the  future.  People 
should  have  trotted  out  those  arguments 
against  the  stock  three  or  four  years  ago. 
Not  now  with  it  down  100  points!" 

Kodak,  our  analyst  says  flatly,  is  a  buy 
in  the  50s.  "Over  the  next  five  years,"  he 
says,  "Kodak  will  show  an  annual  earn- 
ings growth  of  15%  and  continue  to  pay 
out  half  of  the  gains  in  dividends.  " 

We  did  a  little  figuring.  If  the  analyst 
is  correct,  Kodak  should  be  earning  over 
$9  a  share  in  1983  and  paying  out  well 
over  $4. 

You  are  probably  wondering  who  this 
bull  on  Kodak  is.  Unfortunately,  we  can't 
tell  you  his  name.  We  can  tell  you  this: 
He  has  a  degree  in  engineering  and  an 
M.B.A.,  works  with  a  major  investment 
house  and  has  a  first-class  record.  The 
reason  we  can't  quote  him  by  name  is 
that  the  firm  he  works  for  now  does  not 
want  him  quoted  by  name  and  so  he 
refuses  to  be. 

We  thanked  the  analyst  for  giving  our 
readers  his  views.  We  can  assure  you 
that  they  are  worth  serious  attention.  He 
combines  financial  savvy  with  a  real  feel 
for  the  underlying  technological  and 
marketing  problems  companies  face. 

A  colleague  at  this  unnamed  house, 
who  also  follows  Kodak,  tends  to  agree 
with  our  friend.  "Kodak  is  in  a  transition 
period  in  lowering  prices,  which  has  hurt 
its  bottom  line,"  the  colleague  says. 
"When  its  pricing  stabilizes  in  a  quarter 
or  two,  continuing  unit  gains  should 
mean  better  profit  margins  and  big  gains 
in  total  profit.  Even  if  1978  is  a  bad  year 


for  the  economy,  Kodak  should  do  at 
least  $4.30;  $4.80  if  it's  a  good  year.  In 
1977  Kodak  is  losing  25  cents  a  share  in 
foreign  currency  losses.  But  with  the 
recent  shifts  in  currency  markets,  25 
cents  to  the  good  is  possible  next  year 
before  Kodak  even  sells  any  product." 

So  much  for  the  short  view.  Now  for  a 
look  at  the  long  view.  The  two  analysts 
explain: 

From  its  founding  until  the  mid-1960s 
Kodak  had  close  to  100%  of  the  market  in 
most  amateur  products  such  as  color  pa- 


per. But  then  the  technology  slowed 
down  and  others  took  market  shares  with 
me-too  products;  the  only  revolutionary 
photographic  innovation  in  the  recent 
past  came  from  rival  Polaroid  and  Dr. 
Edwin  Land.  It  didn't  help  either  that 
Kodak  had  to  settle  an  antitrust  case  by 
agreeing  to  announce  18  months  in  ad- 
vance any  major  product  changes  it  was 
planning  in  film  format  for  amateur  con- 
ventional cameras. 

But  while  all  this  deterioration  was 
going  on,  Kodak's  earnings  looked  great. 
They  looked  great  because  the  success  of 
the  various  Instamatic  lines  tended  to 
compensate  for  losses  of  position  else- 
where in  the  photographic  market.  In 
amateur  cameras,  for  example,  in  spite  of 
Instamatic,  Kodak's  market  share  in  the 
U.S.  dropped  from  90%  to  45%.  Polaroid 
made  major  inroads.  So  did  the 
Japanese. 

In  paper  for  color  prints,  a  hugely 
profitable  business.  Kodaks  market 
share  fell  from  95%  to  60%  in  about  a 

decade. 

In  amateur  color  film,  competition  be- 
gan to  be  felt  from  the  Japanese  and  3  M 
and  from  Polaroid  as  well.  The  Japanese 
manufacturer,  Fuji  Film,  began  to  offer 
better  discounts  to  dealers.  That  turned 


out  to  be  the  coup  de  grace  which 
knocked  GAF  right  out  of  the  business, 
and  apparently  gave  GAF  an  excuse  to 
blame  and  to  sue  Kodak — adding  to  the 
problems  of  the  former  glamour  boys 
from  Rochester,  N.Y. 

Everywhere  they  looked  the  Kodak 
bosses  saw  their  market  shares  slipping. 
Enough!  Late  last  year  they  decided  to 
meet  the  competition  head-on — with 
lower  prices.  They  began  removing  the 
premium  prices  Kodak  has  habitually 
charged  for  its  products. 

One  of  the  first  big-price  premiums  to 
go  was  around  mid-1977  when  amateur 
camera  prices  were  cut.  Later  prices  on 
photographic  paper  went  down,  and, 
very  recently,  35  mm  color  film  has  been 
made  more  competitive. 

All  this,  our  analysts  say,  explains  why 
Kodak's  earnings  dropped  3%  in  the  first 
nine  months  even  though  sales  were  up 
9% — a  sign  of  past  trouble. 

Which  is  why  so  much  of  Wall  Street 
has  written  Kodak  off:  Growth  stocks  are 
supposed  to  have  steadily  growing  earn- 
ings. In  1977,  for  the  fourth  straight 
year,  Kodak  is  likelv  to  fail  to  surpass 
1973  s  record  $4.05.  ' 

But,  so  these  analysts  argue,  Kodak 
still  is  a  growth  stock:  The  recent  flat 
years — Kodak's  earnings  probably  won't 
be  down  by  much,  if  they  fall  at  all,  in 
1977 — don't  change  much.  Wall  Street 
should  have  been  sour  on  Kodak  a  few 
years  ago.  when  the  problems  were  first 
developing,  rather  than  now  when  the 
problems  are  surfacing — and  being 
solved. 

Now  for  the  good  news: 

1)  The  big  appreciation  of  the  Japanese 
yen  is  going  to  make  it  harder  for  Fuji  to 
buy  its  way  into  the  U.S.  market. 

2)  Kodak  has  new  products  coming 
that  promise  much.  Its  instant  camera 
should  at  least  prevent  Polaroid  -  from 
gaining  any  more  market  share.  Its  new 
Ektaprint  copier  promises  to  make  life 
tougher,  eventually  much  too  tough  for 
XerOx  salesmen.  Probably  waiting  in  the 
wings  is  a  camera  for  Kodak's  superfast 
400  ASA  color  film  (Kodachrome  is  80 
ASA).  Perhaps  Kodak  will  also  come  out 
with  a  built-in  flash — a  big  market  Kodak 
has  yet  to  enter. 

3)  Medical  technology,  mass  testing,  is 
going  to  be  a  huge  new  market  for  Kodak 
in  the  early  1980s. 

Our  analyst  summed  up:  "Kodak  is  as 
good  a  buy  as  IBM" — which  for  him  is! 
the  supreme  investment  accolade.  ■ 
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^.s  of  January,  a  year  of  FORTUNE  will  go  twice  as 
ar— and  even  a  bit  more. 

You'll  get  26  issues  of  FORTUNE  instead  of  12, 
ilus  several  other  dividends  that  will  make  FOR- 
UNE  more  useful  to  you  than  ever. 

So  when  you  reach  for  your  new  FORTUNE 
ou're  in  for  a  treat.  From  the  bold  cover  right  on 
hrough,  from  the  arresting  new  logo  to  the  lively 
lew  layouts  inside! 

And  photography!  FORTUNE  invented  the  busi- 
less  portfolio,  the  industrial  gallery,  Now,  you'll 
njoy  more  pictures,  more  tell-it-at-a-glance  charts, 
aore  who's-who-and-why  shots  than  ever  before. 
ORTUNE,  you  see,  is  out  to  be  the  liveliest  looking 
ublication  anywhere. 

The  new  biweekly  FORTUNE  will  be  very,  very 
imiediate— only  a  few  days  travel  time  between 
iitorial  close  and  receipt  of  your  issue  and  as  time- 
[issly  thorough  as  the  FORTUNE  you  now  know.  This 
ew  editorial  dividend  will  bring  you  more  business 
iisights  and  ideas— all  of  them  timed  to  be  of  greater 
Ise  to  you.  Most  will  be  briefer  and  more  topical, 
iut  will  retain  the  FORTUNE  clout  and  in-depth 
; iitorial  research  and  accuracy.  The  new  FORTUNE 
ill  offer  you  approximately  twice  as  many  titles  as 
|e  now  include,  which  will  allow  for  more"real- 
tme"  profiles  of  companies  and  corporate  struggles, 
Uore  reports  on  business  and  scientific  currents, 
|bre  roundups  of  topsiders  and  underlings  on  the 
lay  up.  And  more  opinion  pieces,  some  written  by 
iitside  experts. 

Does  this  mean  you  won't  get  those  6,000  word 
!  ports— those  documentaries  that  are  FORTUNE'S 
ii  dlmark?  Not  a  bit.  When  a  problem,  a  conflict,  a 
j:  lallenge,  a  discovery,  a  solution  calls  for  all  the 
ileces,  FORTUNE  will  find  the  pieces  and  fit  them 
gether  for  you.  So  if  Sanford  Rose  is  on  to  something 
;g  in  banking— Carol  Loomis  on  the  corporate 
Lfene  or  Edmund  Faltermayer  in  urban  problems  or 


Gene  Bylinsky  in  science— you'll  have  it  there,  all  in 
one  piece. 

So,  FORTUNE  is  splitting— two  for  one.  That's 
progress,  that's  service,  that's  confidence.  We'll  give 
you  twice  as  many  issues  and  roughly  one-third  more 
editorial  pages  per  year.  And  you'll  get  more  ideas 
and  information  out  of  those  pages  than  ever  before. 
In  addition,  you'll  get  it  all  in  the  new  type,  new 
design,  new  layout. 

Yet  everything  will  only  add  to  what  FORTUNE 
has  always  been:  the  story  of  enterprise— the  details, 
the  drama,  the  meaning  of  it— as  no  other  publica- 
tion has,  can  or  will  put  it  all  down  in  writing! 
And  right  now,  you  can  share  in  the 
excitement  of  the  new  biweekly  FORTUNE 
at  a  special  low  introductory  rate— just 
$18. 75  for  30  issues.  This  represents  a  sub- 
stantial saving  off  the  regular  subscrip- 
tion term  of  $20  for  26  issues. 
To  take  advantage  of  this  special  offer,  simply  com- 
plete the  post-paid  card  opposite  and  drop  it  in  the 
mail  today.  Or,  if  the  card  is  missing,  send  your  name 
and  address  to: 
FORTUNE 

Time  &.  Life  Building 

541  North  Fairbanks  Court 

Chicago,  Illinois  60611 
(For  even  faster  service,  call  800-621-8200  toll-free. 
In  Illinois  call  800-972-8302). 

So  why  not  act  now,  and  subscribe  to  the  new 
biweekly  FORTUNE.  You'll  have  twice  as  many 
reasons  to  be  glad  you  did. 
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Money  And  Investments 


Rally  Or 
Major  Turn? 

By  Heinz  H.  Biel 


How  to  get 
extra  income 
from  your  stocks 

This  booklet  shows  you  the 
basic  approaches  to  writing 
options,  including  the  risks  and 
potential  rewards. 

It  also  has  a  special  section 
on  the  more  advanced  tech- 
niques you  can  use.  Explains 
the  pros  and  cons  of  uncovered 
options.  Variable  hedges. 
Spreads. 

You  also  get  examples  of 
the  kind  of  option  strategies  to 
use  in  different  market  situa- 
tions—which may  increase 
your  income  and  reduce  the 
risk  of  loss.  An  Options  Clear- 
ing Corporation  prospectus 
is  included. 


Free!  "The  Merrill  Lynch 
Guide  to  Writing  Options" 
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In  Conn.  1-800-882-5577.  Or  write: 
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fmfter  falling  to  a  two-year  low  early 
last  month,  the  market  has  begun  to 
perk.  Since  hope  springs  eternal,  it  is 
hardly  surprising  that  everyone  con- 
cerned with  the  stock  market  is  wonder- 
ing whether  this  might  not  be  the  first 
sign  of  a  major  turn  for  the  better.  I 
would  like  to  share  such  optimistic 
thoughts,  but  I'm  afraid  they  are 
premature. 

It  is  quite  likely,  however,  that  the 
stirrings  in  the  market  may  presage  a 
stronger  rally  than  we  have  seen  all  year. 
The  time  for  it  is  ripe.  To  start  with,  the 
bear  side  of  the  market  had  been  getting 
a  little  crowded.  Also,  some  normally 
calm  and  conservative  investors  had 
reached  a  point  of  such  disenchantment 
with  their  stocks  that  all  they  wanted  was 
to  get  out  of  the  market.  And  there  have 
been  other  symptoms  of  an  approaching 
oversold  condition  from  which  strong 
rallies  normally  evolve. 

Finally,  the  calendar  tells  us  that  the 
time  has  come  for  the  traditional  year- 
end  rally  that  is  probably  the  most  reli- 
able seasonal  stock  market  phenomenon. 
We  had  a  good  one  last  year,  nearly  80 
points  in  the  DJI,  starting  Nov.  10  and 
lasting  until  Dec.  28,  when  the  Dow 
crossed  the  1000  mark.  The  year  before 
was  better  and  it  was  more  than  just  a 
rally.  It  began  on  Dec.  8,  1975,  with  the 
Dow  around  818  and  did  not  end  until 
3Vi  months  later  with  the  Dow  again 
above  1000.  The  real  McCoy,  of  course, 
was  1974.  That  was  the  time  when  a  new 
bull  market  started  on  Dec.  4  from  a  12- 
year  low  and  kept  rising  until  July  of  the 
following  year,  for  a  gain  of  over  50%. 

The  1977  variety  of  a  year-end  rally,  if 
it  should  come,  is  likely  to  be  of  more 
modest  proportions.  I  do  not  foresee  a 
change  in  the  major  trend,  but  only  a 
temporary  recovery.  The  fundamentals 
have  not  changed.  In  fact,  they  seem  to 


Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


be  getting  worse.  We  are  becoming  en 
tangled  in  the  maze  of  pending  legisla) 
tion  on  energy,  Social  Security  and  fa} 
reform,  and  no  one  seems  quite  surd 
where  we  are  headed. 

Now  we  know  it  was  lack  of  confidence 
in  the  Carter  Administration  that  caused 
the  200-point  decline  in  the  market  thii 
year.  As  far  as  I  can  remember,  it  is  mos 
unusual  for  stock  prices  to  decline  in  th< 
first  year  in  office  of  a  newly  elected 
Democratic  president. 

It  has  taken  the  rest  of  the  world  j 
little  longer  to  become  disturbed  aboii 
the  state  of  affairs  in  the  U.S.  As  a  resultl 
the  dollar  has  depreciated  steepll 
against  the  mark  and  the  Swiss  franc  ani 
especially  against  the  yen.  The  Adminii 
tration  has  shrugged  this  off  in  a  cavalia 
manner,  even  naively  trying  to  make  u 
believe  that  a  cheaper  dollar  is  beneficii) 
for  our  exports. 

What  we  have  accomplished  with  th) 
unofficial  devaluation,  besides  causir) 
enormous  losses  for  foreign  holders  ( 
U.S.  securities,  is  the  reduction  of  tH 
cost  of  energy,  i.e.,  oil,  for  our  mai 
industrial  competitors.  As  the  interni 
tional  price  of  oil  is  expressed  in  dollar| 
members  of  the  Organization  of  Petr| 
leum  Exporting  Countries  feel  they  ai 
being  shortchanged,  and  they  will  coi 
tinue  to  press  for  higher  oil  prices  1 
compensate  for  the  U.S.  rate  of  inflatio) 

I  have  been  asked  how  one  can  poss 
bly  be  pessimistic  on  the  longer-tei 
market  outlook,  except  for  a  possil 
worthwhile   year-end   rally,    when  I  ^ 
many  good  stocks  are  selling  at  sii  f' 
reasonable  prices.  Just  look  at  Genefl  * 
Motors  with  its  fat  dividend  of  $6.8  W 
And  all  these  luscious  takeover  bids,  q  hi 
latest  being  Eaton's  attempt  to  get  ho 
of  Carborundum,  obviously  sharing  ii  * 
own    strong    liking    of   the    compai  'J 
(Forbes,  Dec.  15,  1976).  But  the  me  >■ 
fact  that  company  A  considers  the  sto(  '■' 
of  company  B  a  bargain  at  50%  above!  to 
current  price  is  not  likely  to  lift  the  pr|  « 
of  all  other  stocks  correspondingly. 

While  the  President  and  the  Sen?  !* 
and  the  House  are  struggling  to  putj  - 
energy  bill,  sensible  or  otherwise,  on  I  1*1 
books,  I  find  it  virtually  impossible!  iJt 
make  up  my  mind  whether  to  think  t>a| 
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ly  or  negatively  about  oil  stocks  as 
stments.  Actually,  most  of  them 
?  fared  relatively  well  in  this  year  s 
cult  market,  and,  presumably,  they 
manage  to  do  all  right,  regardless  of 
t  the  politicians  will  cook  up  for  the 
istry. 

ne  of  the  stocks  that  has  not  done  so 
marketwise  is  Amerada  Hess,  now 
ng  substantially  below  the  year's 
i  of  37%.  This  company,  the  product 
lie  1969  merger  of  Amerada  Petro- 
(i  Corp.  and  Hess  Oil  &  Chemical, 
ehow  has  never  managed  to  gain  the 
investment  esteem  formerly  en- 
d  by  Amerada,  then  a  debt-free 
le  oil  producer  noted  for  its  ultracon- 
ative  accounting. 

ne  reason  for  the  lack  of  popularity 


.  We  are  in  a  maze 
lending  legislation 
I  no  one  seems  sure 
ere  we  are  headed  . 


ng  investors  is  probably  the  ex- 
ely  modest  dividend  payout  of 
rada  Hess.  Even  after  two  increases 
ng  the  past  year  (from  7.5  cents  to  15 
s  to  20  cents  quarterly),  the  cash 
is  a  mere  2%%.  This  doesn't  com- 
i  very  well  with  such  liberal  yields 
ng  up  to  7.9%  for  Royal  Dutch. 
I  if  allowance  is  made  for  AHC's 
.al  21/2%  stock  dividend,  the  return 
il  rather  skimpy. 

other  reason  why  Amerada  Hess  is 
L  brokerage  house  favorite  may  be 
j  the  company's  management  does 
ko  out  of  its  way  to  court  the  afTec- 
jof  security  analysts. 

th  the  year  just  about  gone,  it 
k  reasonably  safe  to  estimate  that 
;ada  Hess  will  earn  about  $5.50  a 

I  in  1977.  With  the  stock  at  29,  this 
ultiple  of  only  about  5.3,  the  lowest 

learnings  ratio  among  the  largely 
I stic  oil  companies.  It  should  be 
£  that  the  company's  accounting  is 
Oservative  as  it  ever  was  and  that, 
■ore,  reported  earnings  may  be 
slered  relatively  understated.  Fur- 
llore,  the  stock  is  selling  at  a  modest 
li  n  of  the  estimated  value  of  the 
Nmy's  large  oil  and  gas  reserves.  At 
ji'sent  depressed  level,  I  rather  like 
|ij)ck  as  well  as  the  $3.50  convertible 
|2.2    common    shares)  preferred 

II  which  is  selling  at  a  nominal  pre- 
||above  conversion  parity  and  yields 
1.15.3%.  ■ 


Its  my  job  to  keep  up  with 
the  forces  that  affect 
interest  rates.  That's  why 
I  keep  up  with  Barron's? 


Bill  Boraczek.  Vice  President. 
Manufacturers  Hanover  Trust  Company. 
New  York  City. 


'Trading  government  securities  is  my  job.  For  the  bank's  account.  For  our  investment 
portfolio.  For  our  correspondents.  I  have  to  know  which  way  the  interest  rates  are 
going.  And  Barron's  is  a  valuable  professional  tool  — it  really  helps  me  keep  up 
with  the  forces  and  trends  that  influence  interest  rates. 

"Unlike  a  lot  of  daily  papers,  Barron's  doesn't  just  report 
what's  going  on  now.  Barron's  takes  a 
position.  Says  what  they  think  is  going 
to  happen  — and  why. 

"I  use  Barron's  regular  columns  to 
pick  out  a  lot  of  information.  1  always 
go  through  Up  &  Down  Wall  Street, 
The  World  At  Work.  The  Week  In 
Bonds,  and  The  Commodities  Corner. 
Barron's  is  candid  and  doesn't  waste 
words.  It's  valuable  for  anyone  inter- 
ested in  the  fixed  income  or  equity 
markets.  For  the  professional  and 
individual  investor." 

No  other  source  of  financial  infor- 
mation tells  you  more  — more 
incisively  than  Barron's.  If  you  want  to 
understand  what's  happening  now  or 
gain  insight  into  what's  going  to  happen 
—  read  Barron's.  Over  one  million 
readers  do*  Every  single  week. 

•Source  Simmons.  1976-77. 


Today  is  history.  Tomorrow  is  Barron's. 
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Commodities 


A  Cautious 

Commentary  On  Copper 

By  Stanley  W.  Angrist 

".  . .  Among  all  the  bearish  factors,  one  can  perceive 
a  number  of  forces  that  could  lend  strength  . . ." 


^Jome  traders  have  consistently  made 
money  in  various  markets  by  buying 
those  commodities  that  apparently  no- 
body wants.  These  speculators  quietly 
take  up  their  positions  and  wait.  Gener- 
ally, the  longer  they  have  to  wait  the 
bigger  the  upside  explosion.  It  seems  to 
me  that  at  this  time  such  a  strategy  in 
regard  to  copper  offers  a  reasonable 
probability  for  a  profit.  All  bear  markets 
end  sooner  or  later,  even  one  as  fero- 
cious as  the  one  that  has  beset  the  cop- 
per market  since  mid-1974. 

A  brief  review  of  what  has  been  hap- 
pening to  copper  in  recent  years  will 
help  to  place  current  activity  in  the  cop- 
per market  in  perspective.  In  mid-1973, 
when  grain  prices  all  over  the  world 
exploded  and  everybody  was  dead  cer- 
tain that  we  were  running  out  of  every- 
thing, copper  started  to  move  up.  Fu- 
tures prices  rocketed  from  80  cents  to 
$1.40  per  pound  in  the  spring  of  1974. 
(And  for  those  of  you  who  believe  that 
the  Japanese  are  economic  geniuses  who 
can  do  no  wrong  in  the  marketplace,  it  is 
well  to  keep  in  mind  that  they  bought 
most  of  that  triple-digit  copper.)  By  the 
end  of  1974  copper  futures  had  dropped 
back  to  the  50-cent-a-pound  level.  Since 
that  time  prices  have  oscillated  between 
there  and  80  cents.  Currently  the  May 
contract  is  selling  below  58  cents. 

Why  has  copper  been  selling  near  its 
recent  historically  low  price?  The  answer 
to  that  question  will  come  as  no  surprise 
to  anyone  who  reads  Forbes:  overpro- 
duction and  underdemand.  The  Ameri- 
can Bureau  of  Metal  Statistics  estimates 
that  at  the  end  of  1977  refined  inventories 
of  copper  will  stand  at  2.25  million  short 
tons — up  from  2.06  million  short  tons  at 
the  end  of  1976.  Moreover.  1977  produc- 
tion is  estimated  to  be  on  the  order  of  7 
million  tons,  3.2%  higher  than  1976. 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities. 


Refined  consumption  is  estimated  at 
7.4  million  tons,  so  at  first  glance  one 
might  think  that  these  huge  stockpiles 
will  begin  to  fall.  But,  alas,  the  scrap 
copper  business  will  supply  to  refiners 
about  1.1  million  tons,  causing  available 
copper  to  exceed  demand  by  a  substan- 
tial margin. 

However,  among  all  these  bearish  fac- 
tors one  can  perceive  a  number  of  forces 
that  could  lend  strength  to  copper.  Keep 
in  mind  that  though  the  copper  market 
has  been  plagued  by  huge  stockpiles 
since  late  1975,  copper  futures  have  ex- 
perienced two  substantial  rallies  since 
late  1975 — one  for  25  cents  ($6,250  per 
contract)  and  one  for  17  cents  ($4,250  per 
contract).  So  even  though  these  huge 
stocks  will  act  as  a  restraining  force,  oth- 
er factors  can  generate  a  bullish  move- 
ment. With  prices  near  their  lowest  level 
in  recent  years,  the  market  is  already 
discounting  the  burdensome  stocks  to  a 
certain  extent.  (Indeed,  if  one  adjusts 
the  current  price  for  inflation,  copper  is 
selling  at  its  lowest  price  in  nearly  two 
decades.) 

Hornblower  Weeks  Noyes  &  Trask 
has  pointed  out  in  a  recent  report  those 
forces  that  it  believes  can  lead  to  a  price 
recovery: 

1)  Copper  prices  are  currently  below 
costs  of  production  for  most  U.S.  pro- 
ducers, which  are  estimated  at  63  cents 
to  65  cents  per  pound.  The  additional 
cost  of  pollution-control  equipment  and 
last  summer's  labor  settlement  will  raise 
production  costs  even  further.  As  a  re- 
sult of  this  cost  squeeze,  most  major 
U.S.  producers  will  curtail  output,  some 
by  as  much  as  a  third. 

2)  The  possibility  that  the  government 
will  decide  to  increase  its  copper  stock- 
pile, which  currently  stands  at  a  little 
over  20,000  short  tons.  The  Ford  Admin- 
istration had  mentioned  a  stockpile  tar- 
get of  1.29  million  tons.  A  more  realistic 
approach  was  offered  in  a  bill  calling  for 
the  sale  of  30,000  tons  of  tin  and  the 
simultaneous  purchase  of  250,000  tons  of 


copper.  The  bill  was  narrowly  defeated 
by  the  Senate  on  Oct.  20  and  congres 
sional  action  is  unlikely  to  be  attempted 
again  until  early  next  year. 

3)  Copper  users  appear  to  be  in  the 
midst  of  an  inventory-liquidation  phase 
In  the  event  that  a  rally  commences 
users  would  scramble  to  rebuild  their 
inventories,  which  would  give  additional 
upward  pressure  to  prices. 

4)  Leading  economic  indicators  con- 
tinue to  point  toward  a  gradual  improve- 
ment in  the  U.S.  economy  well  into 
1978.  Increased  spending  in  the  capital 
goods  sector,  the  almost  certain  possibil- 
ity of  significant  tax  cuts  and  a  potential 
increase  in  overall  inventory-building 
are  important  factors  that  would  lend 
strength  to  the  copper  market.  Copper  is 
used  primarily  in  electrical  equipment 
(52%),  construction  (17%),  industrial  ma- 
chinery (14%)  and  transportation  (10%). 

5)  The  political  situation  in  Africa 
leaves  open  the  possibility  that  renewed 
conflict  there  could  interfere  with  cop- 
per production  or  transportation. 

There  are  two  ways  one  could  play  a 
bull  move  in  copper.  One  is  simply  to  go 
long  and  the  other  is  to  set  up  a  bull 
spread.  A  long  position  in  May  copper  at 
current  levels  requires  a  margin  commit- 
ment of  $750  per  25,000-pound  contract. 
A  logical  place  to  stop-loss  that  trade 
would  be  just  under  55  cents,  since  the 
market  has  reversed  each  time  it  has 
approached  that  level.  I  would  be  con- 
tent with  a  profit  of  about  10  cents  per 
pound  ($2,500). 

The  other  strategy  is  to  set  up  a  bull 
spread  by  going  long  May  and  short  the 
September  contract  at  a  200-point  pre- 
mium the  September  contract.  Carrying 
charges  on  this  spread  are  estimated  to 
be  at  about  this  level,  so  the  risk  on  th^ 
trade  is  probably  no  more  than  commis^ 
sions.  However,  the  potential  profit  is 
only  40  points  ($100  per  spread). 

The  straight  long  position  has  more! 
appeal  to  me,  but  the  trading  strategies) 
are  almost  always  a  matter  of  taste.  ■ 
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Three  ways  to  enter 
the  gold  market: 

1.  Gold. 

If  you  really  want  to  own  gold,  this  is  the 
way  to  do  it.  Get  yourself  a  100  oz.  bar 
( $16,350  at  this  writing  plus  applicable 
sales  tax),  plop  it  on  the  coffee  table,  make 
sure  it  doesn't  get  stolen,  lock  it  up  at  night— 
and  you've  got  yourself  a  real  conversation 
piece.  If  the  price  of  gold  goes  up  10%,  you've 
made  yourself  $1,635  minus  the  sales  tax 
and  assay  fees. 

Or  you  could  buy  gold  and  have  a  bank 
keep  it  for  you.  Same  $16,350— plus  sales 
tax  and  storage  costs— but  no  conversation 
piece. 

2.  Gold  Stocks. 

This  is  another  way  to  enter  the  market  but 
bear  in  mind  that  some  North  American  "gold  stocks"  actually  make  or  lose  most  of 
their  money  from  other  minerals,  while  many  of  the  other  mining  companies  are  locat- 
ed in  a  country  with  a  rather  shaky  political  outlook.  Of  course,  the  quality  of  corporate 
management  and  many  other  factors  affect  the  value  of  any  stock. 

3.Gold  Futures. 

This,  in  our  opinion,  is  the  most  intelligent  way  to  participate.  No  sales  tax.  No  assay 
fees.  No  storage  costs.  In  fact,  you  don't  even  own  the  gold.  You  own  the  right  to  buy 
(or  sell)  it  at  some  future  date  at  a  pre-determined  price.  In  futures  trading  you  put  up 
a  deposit  of  less  than  10%  of  the  value  of  the  gold.  So  if  you  bought  a  100  oz.  contract 
and  the  price  went  up  10%,  you  could  double  your  money  by  merely  closing  out  the 
contract.  Needless  to  say,  if  the  price  went  down,  you  would  lose  money— a  risk  inherent 
in  any  form  of  investment. 

To  learn  more  about  the  exciting  prospects  in  gold  futures,  send  in  the  coupon  below 
or  call  toll-free  800-243-5000.  In  Connecticut  call  1-800-882-5577. 


■Mail-in  Coupon. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 


Your  name 


Your  address 


Please  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.    Dept.  4499 

Live  cattle  Frozen  skinned  hams  CI  S.  silver  coins  Canadian  dollars  French  francs  Eggs 

Feeder  cattle  Boneless  beef  United  States  treasury  bills  British  pounds  Dutch  guilders  Milo 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Lumber  Butter 

Frozen  pork  bellies  Gold  Japanese  yen  Mexican  pesos  Russet  Burbank  potatoes  Turkeys 


A  Federally  Licensed  Contract  Market 


CALL 


Money  And  Investments 


!  1 


800- 
638-1527 

or  (301)  547-2136  collect 

"Income  may  be  subject  to  taxes 
in  same  states. 


A  no-load  fund  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  100  East 
Pratt  Street,  Baltimore,  Maryland  21202. 


Depi  A6 


TAX-FREE  INCOME  FUND 


Fcr  more  complete  information  including  management  lee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  betore  you  invest  or  send  money 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  136-137 
of  this  issue  for 

CLASSIFIED 


A  Christmas 
Shopping  List 


By  John  Train 


I  ms  the  holiday  season  approaches  Id 
like  to  talk  about  some  outstanding  in- 
vestment books  one  might  consider  as 
possible  gifts. 

I  think — as  do  many  investment  man- 
agers— that  the  most  important  single 
book  related  to  our  business  is  Extraor- 
dinary Popular  Delusions  and  the  Mad- 
ness of  Crowds  by  Charles  Mackay,  first 
published  in  1841  and  now  available 
from  Farrar,  Straus  &  Giroux  for  $12.50, 
or  in  paperback  at  $5.95.  It  describes  at 
length  a  number  of  the  great  mass  follies 
of  history.  Many  were  financial:  tulipo- 
mania,  the  South  Sea  Bubble  and  the 
John  Law  scandal,  among  others.  Ber- 
nard Baruch,  one  of  the  most  successful 
speculators  of  this  century,  wrote  an  in- 
troduction to  this  classic,  which  he  said 
had  saved  him  millions.  It  will  give  an 
investor  a  profound  sense  of  how  crazy 
groupthink  periodically  becomes.  "Ev- 
ery age  has  its  peculiar  folly,"  says 
Mackay.  Ours  had  its  gunslingers  and 
hedge  funds  and  commodities. 

Benjamin  Graham's  monumental  Se- 
curity Analysis  is  part  of  every  Wall 
Streeter's  training,  but  rather  technical 
for  the  nonprofessional.  His  Intelligent 
Investor,  on  the  other  hand  (Harper  & 
Row,  $10.95),  is  of  the  greatest  value  to 
anyone  interested  in  investment  and 
anybody  with  stock  market  holdings.  It's 
a  uniquely  learned  book  for  those  with  a 
certain  knowledge  of  the  subject.  I  can 
review  it  in  two  words:  Buy  it. 

Another  book  that  an  investment  pro- 
fessional must  read  is  Abraham  J. 
Briloff's  Unaccountable  Accounting 
(Harper  &  Row,  $9.50).  To  the  non- 
professional, Professor  Briloff's  book 
conveys  the  simplest  of  messages:  There 
can  be  as  much  difference  between  two 
companies'  use  of  the  word  profit  as 
between  the  U.S.'  and  Russia's  use  of 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


democracy.  A  company's  reported  (and 
audited)  profit  figures  by  themselves  of- 
ten don't  mean  a  thing.  You  must  under- 
stand exactly  how  they  are  derived,  or  at 
least  know  for  sure  if  the  accounting  is 
strict  or  "creative"  (in  which  case  the 
integrity  of  management  is  suspect). 

A  lot  of  fund  managers  (not  to  speak  of 
retail  investors)  lost  huge  amounts  in 
such  gamey  affairs  as  Four  Seasons,  Na- 
tional Student  Marketing  and  the  pro- 
motional conglomerates,  and,  indeed, 
Penn  Central.  Professor  Briloff  demon- 
strates that  while  their  reported  figures 
left  much  to  be  desired — and  were  in- 
deed misleading — a  rigorous  study  of  | 
what  was  available  raised  enough  ques- 
tions so  that  a  qualified  analyst  should 
have  smelled  a  rat. 

Briloff  's  analysis  of  what  he  calls  the 
"fandangle"  accounting  used  by  Saul 
Steinberg's  Leasco  Data  Processing  (as  it 
was  then  titled)  is  devastating. 

Philip  Fisher's  admirable  Common 
Stocks  and  Uncommon  Profits  has  been 
allowed  to  go  out  of  print,  but  his  ideas 
are  recapitulated  in  Conservative  Inves- 
tors Sleep  Well  (Harper  &  Row,  $7.95). 
A  serious  investor  has  to  come  to  grips 
with  Philip  Fisher  s  thinking,  just  as  he 
has  to  master  Benjamin  Graham's.  I  no- 
tice that  my  own  copy  has  underlinings 
and  marginal  notes  throughout.  This 
guide  to  buried  treasure  is  ponderously 
written — more  like  a  prospectus  than 
like  Edgar  Allen  Poe — but  it  leads  you  to 
the  spot. 

Fisher  has  roughly  a  dozen  major  cri- 1 
teria  that  he  looks  for  in  an  outstanding 
enterprise,  which  he  groups  in  different 
categories  and  discusses  at  length. 

It's  worth  passing  on  one  specific  idea, 
from  Conservative  Investors  Sleep  Well. 
Mr.  Fisher's  particular  skill  (this  isn't 
brought  out  in  the  book)  is  finding  tech- 
nology-based companies  in  their  earlyj 
growth  stages.  He  bought  Texas  Instru- 
ments, for  example,  at  its  original  public 
issue.  So  when  he  asks  the  question, 
"What  is  the  single  most  important  thing 
to  look  for  in  a  technology  company? 
one  should  listen. 

No,  his  answer  is  not  "scientific  ge- 
nius." It  is  "business  management." 

The  nonprofessional  won't  have  th^ 
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SOMETIMES 
BEING  CONTRARY 
CAN  BE  A  GOOD  THING. 

Windsor  Fund  Shareholders  Think  It  Is! 

Windsor,  a  fund  with  no  sales  commission  when  you  invest  .  .  .  and 
no  redemption  fee,  seeks  long-term  growth  of  capital  and  income  by 
following  a  contrary-opinion  strategy.  Windsor  favors  overlooked, 
undervalued  stocks  believed  to  offer  excellent  value  and  prospects 
for  a  return  to  prominence. 

You  can  find  out  how  this  philosophy  has  worked  over  the  years  by 
sending  for  a  free  copy  of  our  prospectus  and  latest  report. 

A  member  of  The  Vanguard  Group  of  Investment  Companies, 
Windsor  Fund  offers  a  variety  of  shareholder  services  designed  to 
make  investing  easy  and  convenient.  Go  ahead.  Be  contrary! 


VVindSOr    B°X  1 1°0,  Drummer  s  Lane.  Valley  Forge,  PA  19482 
FUND  (800)  523-7910  •  In  PA  call  collect  (215)293-1100 

I  would  like  more  complete  information,  including  advisory  fees,  distribution 
charges  and  other  expenses.  Please  send  me  a  prospectus,  so  that  I  may  read  it 
carefully  before  I  invest  or  send  money. 


Cty. 


-Zip 
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ROUP 

INVfSTMf  NT  COMPANIES 


GNN  has  increased  its 
quarterly  dividend  on 
common  stock  to  30  cents 
per  share  from  the  27%  cents 
paid  previously.  The 
new  dividend  will  be  paid 
December  31,  1977  to 
stockholders  of  record 
December  2.     This  is  a 
97o  increase  and  the  new 
indicated  annual  rate 
of  $1.20  is  nearly  double 
the  64  cents  paid  in 
1973.     In  the  last  19 
months  GNN's  dividend 
has  increased  by  one- 
third.     With  over  two 
million  tons  of  capacity, 
we're  one  of  the  country's 
leading  papermakers. 

Great  Northern  Nekoosa  Corporation 

75  Prospect  Street,  Stamford,  Connecticut  06901 


Pemi  Square 
counts  the  result, 
not  the  race. 


Uke  the  fabled  tortoise,  Penn  Square 
believes  that  persistence  wins  in  the 
long  run. 

We  offer  diversification  and  full-time 
professional  supervision.  Our 
objective  is  the  long  term  growth  of 
your  money  There  is  no  charge  for 
buying  or  selling  fund  shares. 

For  more  complete  information, 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


FILL  OUT  AND  MAIL  TO  ADDRESS  BELOW 
Name. 


Penn  Square  Mutual  Fund 

PO  Box  1419.  DeptA  Reading.  Pa  19603 
Phone  1215)376-6771    A  No-Load  Fund 


Money  And  Investments 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
-CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  40£  per  share 
on  the  outstanding  Common  Stock, 
payable  on  December  1,  1977  to 
stockholders  of  record  on  November 
10,  1977.  The  transfer  books  will  not 
close. 

October  27,  1977 
RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  O  S  INDUSTRIAL  CMCMiCALS  CO 

NATIONAL  DISTILLERS  PRODUCTS  CO. 

ALMADEN  VINEYARDS.  INC 

BRIDGEPORT  BRASS  CO. 

BEACON  MANUFACTURING  COMPANY 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  loll  free  800-527-2654  except  from  Texos 


Surprise  Package 


By  Ann  C.  Brown 


ness  or  whether  the  results  were  higher 
than  the  Administration  would  care  to 
admit,  and  thus  returned  the  proposed 
additional  index  to  the  drawing  board  for 
"further  study." 


f  you  haven't  started  your  Christmas 
shopping,  get  set  for  a  rude  awakening. 
That  6%  annual  increase  in  the  Consum- 
er Price  Index  you've  been  reading 
about  is  more  like  15%  at  your  friendly 
neighborhood  stores,  unless  you  plan  on 
giving  your  loved  one  a  head  of  lettuce 
come  Dec.  25.  Common  garden-variety 
gifts  such  as  ties,  nightgowns  and  toys 
are  priced  out  of  sight. 

A  little  research  uncovered  the  fact 
that  the  widely  heralded  CPI  measures  a 
400-item  "market  basket  of  goods  and 
services,"  which  appears  on  closer  in- 
spection to  bear  little  relation  to  the  real 
world.  For  example,  the  CPI  includes 
basketballs  and  bowling  fees,  but  not 
tennis  balls  or  tickets  to  any  sports  or 
cultural  events.  It  counts  the  cost  of 
envelopes,  but  not  stamps;  sheets,  but 
not  towels;  nails,  but  not  nail  polish, 
lipstick  or  perfume  and  pretzels,  but  not 
peanuts,  popcorn  or  potato  chips.  A 
package  of  dry  cement  mix  is  in,  a  pack- 
age of  dry  cake  mix  is  out.  Deodorants, 
but  not  soap;  secobarbital,  but  not  ant- 
acids; piano  lessons,  but  not  dental 
checkups.  Forget  about  flowers,  lug- 
gage, calculators,  umbrellas,  sewing  ma- 
chines, coolcware  and  typewriters. 

Not  only  does  the  current  market  bas- 
ket seem  to  be  somewhat  unusual,  it  also 
covers  less  than  45%  of  the  population. 
The  other  55%  is  left  to  twist  slowly  in 
the  icy  inflationary  wind  while  govern- 
ment statisticians  strive  to  develop  a  sec- 
ond CPI  that  purportedly  represents 
80%  of  the  total  U.S.  noninstitutional 
civilian  population.  This  other  CPI  has 
been  in  the  works  for  five  years,  was  due 
last  April,  postponed  until  this  fall  and 
rumor  now  has  it  that  it  should  be  re- 
vealed sometime  in  early  1978.  One  can 
speculate  about  whether  this  delayed  ap- 
pearance is  typical  of  bureaucratic  slow- 
Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flynn  is  Associates,  Inc. 


Big  Buys,  Small  Buys 

Rarely  do  I  recommend  companies 
that  have  over  100  million  shares  out- 
standing. One  reason  is  that  these  giants 
are  well  known  to  most  investors  and 
have  generally  been  written  to  death. 
Sooner  or  later,  however,  there  comes  a 
time  when  selected  corporate  behe- 
moths become  too  attractive  to  be  ig- 
nored. Usually  this  is  when  their  prices 
have  declined  precipitously  as  people 
opt  for  cash,  which  results  in  billions  of 
bucks  on  the  bench  itching  to  get  back 
into  the  game.  The  only  equities  that  can 
take  huge  infusions  of  cash  are  the  big- 
gies. I  know.  I  tried  to  buy  a  mere 
quarter-million  dollars  worth  of  one  of 
the  Big  Board's  more  active  issues  the 
other  day.  and  it  took  a  week  to  do  it 
without  running  the  price  up  10%. 

Three  possible  candidates  for  pur 
chase  in  the  Institutional  Buying  Panic 
Sweepstakes  when  it  develops  are 
Weyerhaeuser  (28),  Citicorp  (23)  ana 
Dow  Chemical  (28).  Each  has  fallen 
around  40%  in  price  from  this  year'j 
high,  which  kind  of  makes  a  person  won 
der  what  exactly  is  a  "blue  chip"  stocfc 
these  days,  anyway.  All  of  these  compa-l 
nies  are  expected  to  earn  about  the  same 
or  more  this  year  than  last  and  prelimi 
nan.'  estimates  have  them  earning  mora 
next  year  than  this.  Adding  insult  to) 
injury,  both  Citicorp  and  Dow  have  in 
creased  their  dividends  this  year  ana 
Weyerhaeuser  has  maintained  its 
payout.  None  of  the  companies  is  selling 
over  ten  times  anticipated  1978  earnings 
(Citicorp  sports  a  price/earnings  multiple 
of  six)  and  the  past  five-year  return  OB 
invested  capital  ranges  from  11%  to  149|| 
for  this  illustrious  trio. 

There  is  a  certain  "discovery  satisfae 
tion"  in  calling  attention  to  companies 
with  good  earnings,  good  prospects  anl 
good  managements  that  others  may  have 
overlooked.  If  you're  looking  for  a  cong 
pany  with  a  unique  product,  take  a  ga 
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Stock  Trends 


der  at  Waters  Associates  Inc.  (25)  with  a 
super  growth  record  in  its  short  15-year 
history.  The  company  manufactures  a 
line  of  instruments  called  liquid  ehroma- 
tographs,  which  are  used  to  analyze  com- 
plex mixtures  and  separate  them  into 
their  components.  Liquid  chromatog- 
raphy is  used  in  everything  from  bio- 
medical research  to  industrial  quality 
control,  environmental  monitoring  and 
federal  and  state  surveillance  of  food  and 
drug  products.  Waters  Associates,  re- 
cently split  2-for-l,  is  estimated  to  earn 
$1.30  a  share  this  year,  up  from  88  cents 
in  1976.  Next  year,  $1.75  or  better  is  the 
current  guesstimate,  with  a  longer-term 
Dutloook  for  a  25%-to-30%  annual 
growth. 

A  relative  newcomer  to  public  trading 
s  Braun  (C.F.)  6  Co.  (32),  which  de- 
;igns,  engineers  and  constructs  petro- 
eum  and  chemical  plants.  The  company 
ilso  offers  services  for  the  electric  power 
generation  industry  as  well  as  to  metal- 
urgical  and  ore  processors.  Last  year  the 


' . . .  Three  behemoths  have 
alien  40%  in  price,  making 
>ne  wonder  what  exactly 
s  a  blue  chip  these  days  . . ." 

ompany  earned  $4.74  a  share,  and  an- 
ther substantial  earnings  gain  was  ex- 
ected  for  1977  until  the  company's  prof- 
ability  was  hurt  by  a  proportionately 
irger  contribution  of  lower  profit  rev- 
nues  from  the  construction  end  of  the 
usiness.  Down  from  this  year's  high  of 
1,  Braun  will  probably  show  around 
J. 55,  with  most  of  this  temporary  earn- 
igs  disappointment  appearing  to  be  re- 
ected  in  the  current  stock  price.  Next 
jar  earnings  of  $5.45  per  share  seem 
tain  able. 

In  the  nine  months  ended  Sept.  30, 
R.  Mallory  (41)  earned  $2.53  per 
'are — as  much  as  it  earned  all  year  in 
)76.  Mallory  is  a  major  manufacturer  of 
itteries — the  high-performance  alka- 
le,  mercury  and  silver  oxide  varieties 
at  are  longer  lasting  than  their  ordi- 
iry  zinc  carbon  counterparts.  The  com- 
iny  is  experiencing  excellent  growth 
»th  here  and  abroad,  with  help  from 
od  sales  to  the  calculator  market  and 
e  booming  battery-operated  smoke  de- 
ctor  business.  For  1977  as  a  whole,  the 
mpany  could  show  $3.45.  Assuming 
mpetitive  pressures  and  cyclical  vari- 
ons  do  not  disrupt  the  trend,  $4.15  to 

20  may  be  possible  in  1978.  ■ 
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Forbes  Reprints 

Reprints  of  Inflation  Part  2 — The  Great 
Hamburger  Paradox  (Sep.  15,  1977)  are 
now  available.  Prices  for  this  reprint 
and  for  Inflation  Part  1  —  Inflation  Is 
Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are 
listed  below.  To  order  please  use 
coupon  and  enclose  payment. 

Pis.  1  &  2 

1-    9  copies    $1.25  ea.    $2  ea.  set 
10-  99  copies       .60  ea.    $1  ea.  set 
100-499  copies        50  ea.    800  ea.  set 
500  or  more  40  ea.    800  ea.  set 


FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

Please  send  me 

 copies  of  Inflation  Part  1 

 copies  of  Inflation  Part  2 

 copies  of  Inflation  Parts  1  &  2 

I  have  enclosed  payment  with  order. 

Name  


Address 

City   

State   

Zip 


(Please  allow  4  weeks  for  delivery.) 
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SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  18 

A  regular  quarterly  dividend  of  2b'A 
cents  per  share  has  been  declared  on 
the  newly  split  shares  of  Common 
Stock  of  Southern  Natural  Resources, 
Inc.,  payable  December  14,  1977  to 
stockholders  of  record  at  the  close  of 
business  on  November  30,  1977. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated  October  28,  1977 

OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 
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BECOME  A  FINANCIER" 


Ideal  for  executive  type  person  R.E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
he  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to: 
Oept.  21.  Computer  Capital  Corp. 
6922  Holy  wood  Blvd.,  Los  Angeles.  Calif  90026 
OR  Call  Mr.  Vander  (213)  463-4841 


Market  Trends 


Oome  15  top  security  analysts  gather 
each  week  at  lunch  to  swap  ideas  about 
the  market  in  general  and  stocks  in  par- 
ticular. Most  of  the  members  have  been 
in  The  Street  since  before  or  just  after 
World  War  II  and  would  be  well  known 
to  anyone  who  reads  the  financial  news, 
because  they  either  write  or  are  often 
quoted.  They  are  old  pros,  all  of  them, 
and  it's  always  a  real  pleasure  for  me  to 
meet  with  the  group. 

Many  of  the  old  pros  have  been  bear- 
ish for  most  of  this  year — correctly  so,  as 
events  proved.  But  the  short-term  is 
something  else  again!  Once  in  a  while  we 
are  in  unanimous  agreement  about  the 
near-term  direction  of  the  stock  market. 
And  boy,  have  we  been  wrong!  For  more 
than  18  months  now,  every  time  the 
group  has  agreed  as  to  where  the  market 
is  headed  short  term,  the  market  turns 
around  and  does  just  the  opposite. 

This  is  a  bit  embarrassing,  but  the 
group  has  been  around  too  long  not  to 
take  it  with  good  humor.  When  serious 
and  experienced  Wall  Streeters,  each 
working  with  a  somewhat  different  tech- 
nique, all  agree  on  the  course  of  the 
market,  then  any  good  logician  would 
have  to  conclude  that  it  is  more  likely 
that  the  stock  market  itself  has  changed 
than  that  we've  suddenly  become  unable 
to  understand  it.  In  fact,  I  think  this  is 
what  happened:  The  market  itself  has 
changed.  The  key  to  the  stock  market's 
behavior  in  the  last  year  and  a  half  has 
been  its  discontinuity.  In  this  "now  you 
see  it,  now  you  don't''  environment,  by 
the  time  our  weekly  meeting  comes 
around,  the  market  has  already  acted  for 
several  days  on  any  indications  obvious 
enough  to  make  us  unanimous,  and  is 
about  to  change  direction. 

So,  if  you've  found  the  market  is  acting 
especially  erratic,  you  are  not  alone.  You 
have  a  lot  of  company.  The  basic  reason 

Mr.  Simons  is  director  of  research  at  the 
securities  firm  ofW'eeden  h  Co. 


The  Era  Of  ^ 
Discontinuity 

By  Myron  Simons 


for  the  fits  and  starts  is  that  the  market  is 
extremely  news-conscious.  Of  course, 
important  news  always  did  have  a  major 
effect.  But  I'm  talking  about  minor 
pieces  of  news  rather  than  major  trends 
or  major  events.  For  instance,  let  the 
money  supply  bounce  or  let  Arthur 
Burns  of  the  Federal  Reserve  Board  hint 
that  the  credit  reins  need  some  tempo- 
rary tightening,  and  even  a  good-looking 
rally  can  be  nipped  in  the  bud.  On  the 
other  hand,  let  the  consumer  price  index 
move  down  by  a  tenth  of  a  percentage 
point  for  one  month,  and  it  checks  a 
decline  that  has  been  looking  pretty  dev- 
astating. These  transient  factors  will 
probably  not  make  much  difference  in 
the  basic  economic  outlook,  but  the  in- 


". . .  If  you've  found  the 
market  especially  erratic, 
you're  not  alone  .  .  ." 


stitutional  money  managers  and  their! 
trading  desks  watch  them  like  hawks  and  I 
respond  to  them  quickly. 

You  really  can't  accuse  the  institutions! 
of  erratic  behavior.  They've  been  sound- 
ly criticized  for  following  the  theory  sol 
popular  a  few  years  ago  that  said  thei 
thing  to  do  was  to  buy  a  blue-chip| 
growth  stock  and  stick  with  it  throughl 
thick  and  thin.  It  is  no  wonder  that  a 
number  of  money  managers  feel  it  is 
necessary  to  react  quickly  to  news  devew 
opments.  The  institutions  that  are  now) 
paying  so  much  attention  to  the  shortH 
term  news  deal  in  huge  blocks  of  stockJ 
and  many  of  them  react  similarly  to  thfl 
same  indications.  The  result  is  violenf 
fluctuations,  often  out  of  keeping  witL| 
longer-term,  more  logical  implications. 

What  does  the  individual  investor  da 
under  these  circumstances?  The  best  a(fl 
vice  I  can  give  him  is:  Ignore  the  craa 
short-term  fluctuations  and  try  to  put 
your  money  in  areas  that  are  likely  tfl 
outperform  the  economy  and  the  markej 
over  the  next  few  years.  As  I  suggestetj 
last  issue,  coal  looks  like  a  good  bet. 

In  1977  everything  went  wrong  in  co 
starting  with  a  winter  so  cold  as  to  int 
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NNOUNCINGa  whole  new  series  of  Special  Stock  Selectors 
3w  updated  weekly  in  The  Value  Line  Survey.  FOR  EXAM PLE: 

STOCKS  PRICED  BELOW 
IET  WORKING  CAPITAL 

rid  at  discounts  up  to  78%  off  tangible  book  value 


jse  are  very  special  situations— 
nettling  like  cash  at  a  discount.  The 
-share  liquidating  values  of  these 
;ks  are  greater  than  their  recent 
rket  prices. 

ompany's  net  working  capital  is  the 
rent  assets  (cash  and  equivalents) 
t  would  remain  if  ALL  liabilities  and 
ferred  stock  were  to  be  retired. 

1650  stocks  under  review  by  The 
ue  Line  Investment  Survey,  we  now 
point  33  stocks— including  some  big 
nes— currently  selling  below  net 
•king  capital  per  share  (Value  Line 
;.  21).  .  .  and  as  much  as  78%  below 
gible  book  value  per  share. 

ECIAL  STOCK  SELECTORS 

>  list  of  stocks  in  the  above  category 
come  to  you  automatically  under 
offer  below  .  .  .  along  with  several 

3r  Special  Stock  Selectors  now  up- 

)d  every  week  in  the  expanded  Value 

)  Survey,  including: 

HEST  YIELDS— The  100  stocks 
tong  1650  under  regular  review)  of- 
lg  the  highest  yields,  based  on  esti- 
Isd  dividends  in  the  next  12  months. 
!  yields  currently  range  from  10.5% 
12%  (Value  Line  Oct.  21). 

IHEST  APPRECIATION  POTENTIAL 

:ie  100  stocks  offering  the  highest 
jo  5-Year  Appreciation  Potential, 
,»d  on  estimated  earnings  and  P/E's 
;at  future  span.  The  potentials  cur- 
y  range  from  585%  to  240%  (Value 
I  Oct.  21).  CAUTION:  some  of  these 
!;<s  are  very  risky. 

m  TIMELY  STOCKS— The  100 

; xs  currently  ranked  1  (Highest)  and 
i  500  ranked  2  (Above  Average)  by 
I  3  Line  for  Probable  Price  Perfor- 
i  ;e  in  the  Next  12  Months— relative 
i  1650  stocks  under  regular  review. 

SERVATIVE  STOCKS— The  stocks 
r  3d  1  (Highest)  and  2  (Above  Aver- 
i  for  Safety— relative  to  all  1650 

3  s. 

r  :ks  at  discounts  from  liq- 

TING     VALUE— as  explained 


"  PERFORMING  STOCKS— The  50 

stocks  that  have  gone  up  most 
)wn  least)  in  price  over  the  last  13 
p.  The  best  performances  current- 


ly range  from  +73%  to  +26%. 

WORST  PERFORMING  STOCKS— The 

50  or  so  stocks  that  have  gone  down 
most  (or  up  least)  in  price  over  the  last 
1 3  weeks.  The  worst  performances  cur- 
rently range  from  -61%  to  -26%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock  Se- 
lectors, every  week— for  EACH  of  1650 
stocks— Value  Line's  weekly  Summary 
&  Index  shows  the  current  ratings/ 
measurements  for  Price  Performance, 
Safety,  Yield,  Long-Term  Appreciation, 
P/E  Ratio,  Beta.  .  .  plus  earnings  and 
dividend  data,  past  actual  and  future 
estimated. 

Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  125 
stocks,  updating  and  replacing  the  pre- 
vious reports  on  the  same  stocks  which 
are  in  your  binder.  During  a  13-week 
cycle,  new  reports  like  this  are  issued 
on  all  1650  stocks.  The  Ratings  &  Re- 
ports include  detailed  price/volume 
charts  and  22  series  of  vital  statistics 
going  back  15  years  and  estimated  3  to 
5  years  ahead.  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

PLUS  THESE  2  BONUSES 

You  receive,  as  a  bonus,  Value  Line's 
2000-page  Investors  Reference  Service 
including  our  latest  full-page  Ratings  & 
Reports  on  each  of  1650  stocks  and 
systematically  updated  by  new  Reports 
in  the  weeks  ahead. 


IktVilitUKljltiMt 

udMhrrtnltmof 
Slock  Valw 


(Th«M  pages  tta  rtductd  irom  actual  6  W  X  1 1 

You  also  receive  the  64- 
page  book.lnvesting  in  Com- 
mon Stocks,  by  Arnold  Bern- 
hard,  Value  Line's  founder 
and  research  chief,  which 
explains  how  even  inexperi- 
enced investors  can  apply  thousands 
of  hours  of  professional  research  to 
their  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness 
(Performance  in  next  12  months),  the 
other  for  Safety.  This  book  reveals 
methods  of  stock  evaluation  and  port- 
folio management  that  took  decades  to 
develop.  This  book  is  YOURS  TO  KEEP 
even  if  your  return  the  other  material 
under  our  full  money-back  guarantee. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete 
Value  Line  Investment  Survey  (with  30- 
day  money-back  guarantee)  for  the  next 
10  weeks  for  only  $20— about  HALF  the 
regular  rate— provided  no  member  of 
your  household  has  had  a  Value  Line 
subscription  in  the  last  two  years. 
This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  investments. 
Fill  in  and  mail  the  coupon  today. 


SIGNATURE 


NAME  (please  print) 


Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y. 

□  Begin  my  1 0-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 
SPECIAL  EXTRA  BONUS 
This  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 

□  1  year  for  $285.  M  y  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the 
calculator.) 


10017V 

616H01 


1  The  Value  Line  Investment  Survey 

1 
1 
i 
1 
1 
■ 
1 
i 
1 
1 
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ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


Money  And  Investments 


fere  with  mining  and  transportation  and 
ending  with  a  strike  threatened  for  early 
this  Decemher.  In  between  there  were  a 
number  of  wildcat  strikes.  But  all  this  has 
had  one  advantage  for  the  long-term  in- 
vestor: Stock  prices  have  been  pushed 
down.  Meanwhile,  coal  production  is  one 
of  the  nation's  top  priorities.  Along  with 
the  three  stocks  mentioned  last  issue — 
Eastern  Gas  &  Fuel,  Westmoreland  and 
North  American  Coal — Pittston  (25)  and 
coal-carrying  railroads  like  Burlington 
Northern  (40),  Seaboard  Coast  Line  (30) 
and  Norfolk  <b  Western  (27)  should  be  the 
beneficiaries  of  that  need. 

Quite  a  while  ago  I  recommended 
Kennecott  on  the  grounds  that  the  large 
amount  of  cash  from  the  sale  of  Peabody 


would  either  attract  a  tender  offer  or 
move  management  to  do  something  for 
its  stockholders.  I  was  wrong.  But  now, 
at  the  22  •  level,  with  the  outlook  for 
copper  showing  some  signs  of  improve- 
ment, Kennecott  should  be  an  interest- 
ing stock  for  the  long-term  investor. 

As  the  Administration's  economic  sce- 
nario unfolds,  it  looks  more  and  more  as 
though  there  will  be  a  relatively  un- 
complicated tax  cut.  That  should  spur 
retail  sales.  Sears  (29)  should  do  relative- 
ly well.  Much  more  speculative  as  a  play 
on  consumer  spending  is  Tandy  (32). 

One  of  the  strangest  phenomena  in 
our  economic  picture  has  been  the  diffi- 
culty the  government  has  had  in  putting 
its  budgeted  money  to  work.  From  now 


It 


Market  Trends 


on  there  should  be  a  push  toward  heavy 
construction.  Caterpillar  Tractor  (54) 
looks  quite  attractive  and  could  earn  as 
much  as  $6  next  year. 

It  may  be  a  little  while  longer  before 
continuity  returns  to  the  stock  market, 
will  probably  require  a  better  feeling 
toward  the  Carter  Administration.  That 
can  come  suddenly  once  the  President 
energy  package  is  settled  and  especially 
if  he  proposes  a  reasonable  tax  package 
Once  there's  more  confidence,  there  wi 
be  less  tendency  to  react  to  every  poten 
tial  piece  of  bad  news,  no  matter  how 
temporary.  Those  investors  who  have 
the  patience  and  foresight  to  buy  sensi 
ble  stocks  while  uncertainty  still  is  in  the 
air  will  do  well.  ■ 


Forbes  classified 


December  1,  19 


AIRCRAFT 

CHARTERS  OR  SALE 


FOR  SALE  OR  LEASE 

EXECUTIVE  707-320,  720B,  720-025 

727-100,  737-200 
EXECUTIVE  DC-8-51,  DC-8-21 
EXECUTIVE  BAC-1-11-200,  BAC-1-11-400 
EXECUTIVE  C0NVAIR  880-22,  DASH  2 

OR  "M" 

EXECUTIVE  C0NVAIR  580  AND  640 

BUSINESS  JETS  AVAILABLE 
BY  SPECIAL  REQUEST 


Nigel  Winfield 

COMMERCIAL 
AIR-TRANSPORT  SALES 

701  S.W.  48th  Street,  Box  22550 
Fort  Lauderdale  International  Airport 
Florida  33335— Telex  51-4576 
TELEPHONE  (DAYS)  305-525-7676 
(EVENINGS)  858-6969 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A, 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 


BUSINESS  PRODUCTS 
&  SERVICES 


National  TOLL-FREE 
Answering  Service 

For  National  Advertisers  •  Corporations 
Traveling  Executives  «  Finder  Minder 
Personal  Messages 

CaH  Us  TOLL-FREE  at 

800-25I-9530 

for  information  and  brochure. 


SEEKING 
BRAND 

NAMES? 

Obtain  timely  notification 
of  recent  de-registrations 
in  U.S.  Trademark  Office. 
Stimulate  your  creativity  & 
get  pre-registration  benefits 
Free  informative  brochure. 

State  type  of  products  or  services.  Yearly 
rate  $149.  One  month's  trial  report  $12. 


^TRADEMARK 
fr/i  IDENTIFIERS 

Box  W,  Paoli,  Pa.  19301 


TOLL  FREE  NUMBER 
24  HRS.  —  7  DAYS  A  WEEK 

Nationwide  Toll  Free  Answering 
Service.  Courteous  service,  ad  re- 
sponse, phone  orders,  message  re- 
lay. Use  our  service  &  our  operators 
to  increase  your  business.  Lowest 
rates.  American  Communications 
Center,  Inc. 

CALL  NOW  -  Ask  for  DOLLY 
National:  1-800-327-9477 
Florida:  1-800-432-8737 


REAL  ESTATE 


RELOCATING? 


.  .  or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-1111 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 


details. 


FREE  CATALOG 

Big,  Free  Spring  Catalog  describes 
and  pictures  more  than  2,500  farms, 
ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  39  states  coast 
to  coast!  Please  specify  type  and 
location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 

BOOKS  &  PERIODICALS 

CROSSING  CULTURAL 
BOUNDARIES? 

The  Bridge,  cross-cultural  affairs 
journal,  helps  you  cope.  Also  con- 
tains foreign  data  summaries,  re- 
lated literature 
service,  overseas 
source  inventory, 
Quarterly,  $10/yr. 
search  &  Education,  Drawer  F2010 
E.  17  Ave.,  Denver  CO.  80206. 


WEST  CENTRAL  FLORIDA 

Good  buys  in  tracts  from  16< 
1400  acres;  prices  from  $1125) 
acre  and  up.  Also,  222+  acre: 
a  lake,  $2800  per  acre. 

Contact:  Ruth  NEW-LANDS  Ir 
Reg.  Real  Estate  Broker 
Hwy  50  E.,  P.O.  Box  536,  Brc 
ville,   Fl.   33512.   Office:  904- 
4905.  Aft.  Hrs.  904-796-4058. 
Brochures. 


MONTANA  FARMS  &  RANG 

Two  high  yielding  cattle/ 
ranches  available— one  near 
man  at  $750,000  and  one 
Baker  at  $1,265,000.  Have  offl 
triple  net  lease  Baker  Farm  at 
return.  Bozeman  property  shod 
as  good. 

Also,  1000  animal  unit  a 
mountain  ranch  offered  at  low 
of  today's  market.  This  is  a  rej 
tion  cattle  ranch  offered  fori 
time  rn  nearly  30  years.  It  is  p 
to  sell. 

HALL  AND  HALL  INC. 

406/252-2155  or  Box  1924 
Billings,  MT  59103 


ists/mail-order 
adaptation  re- 
book  reviews. 
Center  for  Re- 


AUTOMOBILES 


SAVE  $2,000  ON  NEW  1978 

Your  Detroit  Connection  offer) 
1978  luxury  (and  other)  vehicl 
Detroit  prices  and  freight  tot 
you  up  to  $2,000.  Full  factor 
ranty.  Free  Detroit  Metro  A 
pickup  at  delivery.  Send  maki 
model  desired  for  a  firm  quo 
to:  BONDED  BROKERS,  2 
Monroe  Blvd.,  Dearborn,  MiC 
48124.  Phone  (313)  565-5577J 


Ml 


<tti 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each  month. 
Advertising  closes  one  month  preceding  the  date  of  issue. 
Frequency  discounts  available.  Payment  must  accompany  order  unless 
from  accredited  agency. 
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BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

ielect  areas  still  available  for 
xclusive  ZIP'Z  "MAKE  YOUR 
IWN  SUNDAE"  FRANCHISES, 
icludes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
19500  cash  investment  required. 
F  you  qualify — 

CALL  TOLL  FREE  TODAY 
-800-821-2270,Ext.323 

ZIP'Z 

A  DIV.  OF  I.Q.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


&     PLUS  TAX  BENEFITS  -*"*43# 

OTHERS  DO  EVERY  MONTH  IN  U  S 
GOVERNMENT  OIL  LEASE  DRAW- 
INGS IF  YOU  ARE  21  OR  OVER  YOU 
CAN  PARTICIPATE  EGUALLY  WITH 
MAJOR  OIL  COMPANIES  IN  THIS 
LEGAL  LOTTERY.  A  $20  TAX  DEDUC- 
TIBLE FILING  FEE  CAN  RETURN 
$75,000  IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME. 
WRITE  DEPT.  FF  FOR  FREE  INFORMATION, 
OR  CALL  303-499-1562 

MILLIGAN  TRUST 
600  MANHATTAN,  BOULDER.  CO  80303 


OWN  YOUR  OWN 
SURGICAL  PRODUCTS 
COMPANY 

Medical  products  field  is  $25  billion 
business  We  establish  and  manage 
your  business  Now  complete 
absentee  ownership  is  available,  or 
participate  as  much  as  you  desire  and 
we  will  assist  you  continually  Medical 
experience  unnecessary  If  you  qualify 
as  Owner  your  future  Is  assured 
Minimum  cash  $19,900  North 
American  Surgical  Corp.  Call  Mr. 
Leonard   215-628  2080. 


SMALL  INVESTMENT  .  .  . 

$TOP  LOOKING! 

Product  Sells  Itself  Through  Distribution  of  Free  Samples 
VIRTUALLY  UNLIMITED  EARNINGS  POTENTIAL! 

Our  distributors  are  making  MONEY!!  Thousands  need  and  want 
our  products.  Your  customers  buy  after  trying  a  1  week's  FREE 
supply.  Consumable,  "Micro-Brush  Hand  Scrub,"  providing  con- 
tinuing repeat  sales.  Not  a  Fad!  ...  but  a  product  in  a  3  billion 
dollar  industry.  This  is  strictly  a  limited  offering.  Exclusive  pro- 
tected areas  will  be  awarded  to  stable  and  responsible  individuals 
capable  of  making  a  fully  secured  $3,500  investment,  and  who 
are  willing  to  follow  a  proven  "Money  Making  Program."  Write 
IGISC,  Suite  311  East,  Dept.  F121,  2120  Greentree  Rd.,  Pittsburgh, 
Pa.  15220  or  call  Mr.  Davis,  Weekdays  10:00  AM  to  5:00  PM 
(412)  276-4110 


$10  BILLION 


jlable  for  guaranteed  loan  re- 
sts in  U.S.  and  abroad  -  from 
inillion  minimum  to  no  limit, 
rate  in  first  letter  your  hack- 
le nd,  references,  potential;  no 
Images.  Write:  Box  A118  Forbes, 
I  ifth  Ave.,  New  York,  N.Y.  10011 


HOME  IMPORT 
I  MAIL  ORDER  BUSINESS 

learnings  in  profitable  hobby  or 
lument  project.  Deal  direct  with 
i  ;eas  suppliers.  Tax  free  travel. 
«!  >st  products  at  fraction  U.S. 
t".  200%  or  more  profit.  Full  time 
5  n  hours  a  week.  No  product  in- 
a,  nent.  No  costly  middlemen.  Fa- 
in; world  trader  starts  you.  Free 
»  t  "How  to  Import  and  ExDort." 


DISTRIBUTORSHIP 

SOLAR  ENERGY 

One  of  the  nation's  oldest  pion- 
eers in  the  Solar  Energy  field  is 
now  awarding  Area  Distributor- 
ships to  local  reliable  persons 
who  realize  future  energy  de- 
mands are  here  now.  High  an- 
nual income.  $12,500  min.  cash 
req'd  (sec).  For  appt.  write  or 
call  immediately, 

SOLAR  SYSTEMS, 
26046  Eden  Landing  Rd.,  Suite  4, 
Hayward,  CA.  94545. 
Call  Toll  Free  800-227-1236 
In  California  (415)  785-0712 


BUSINESS  CONNECTIONS 


te  MELLINGER,  Dept.  E159C 
Woodland  Hills,  CA  91367 

ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A119  Forbes. 
60  Fifth  Avenue 
New  York,  NY  10011 

ACCOUNTANTS  1 

VN  YOUR  OWN  PRACTICE 

a  combination  of  proven  marketing,  in- 
production,  and  data  processing  systems 
ive  been  refined  over  28  years.  Call  B.  F. 
it  800/323-9000  (III.  residents  call  312/ 

168  collect). 

serving  over  13,000  monthly  clients 

JIMlPIREIiHIEINlSO  VE ' 

ounting  corporation 

I  E.  Galena  Blvd.,  Aurora,  IL  60505 

Reach  the  affluent  in 
FORBES  CLASSIFIED 

)RBES:  CAPITALIST  TOOL 

SUSPENDERS  -  GARTERS 

Our  catalog  of  Suspenders  &  Gar- 
ters for  the  Holidays  is  now  avail- 
able. Rare  fabrics  of  Silk,  Wool  or 
Viyella.  Designs  in  Tartan,  Tatter- 
sall,  Regimental  or  Repp  stripes. 
Receive  it  FREE  by  writing: 
WILLIAM  FOX  &  Co. 
2136  Pennsylvania  Ave  N.W. 
Washington,  D.C.  20037 
(202)  337-7080 

ART  &  ANTIQUES 

COLLECTORS  SERIES  TM 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 

ART  PRICES 
INT'L  AUCTION  RECORDS  -  1977 

Latest  world-wide  art  auction  prices. 
Oil  paintings  •  Water  Colors  •  Draw- 
ings •  Engravings  •  Sculpture.  1100 
pages  —  7,000  artists  of  all  periods; 
over  30,000  prices;  $85.00  post  paid 
(N.Y.  residents  add  applicable  tax). 
Send  check  or  money  order  to: 
EDITIONS  PUBLISOL,  P.O.  Box  339, 
Dept.  F2;  Gracie  Sta.  N.Y.  10028. 

INVESTMENT  NEWSLETTER 

STAY  AFLOAT  &  AWAY  from  the 
reefs  &  shoals  of  this  unpredictable 
market.  Let  the  Wall  Street  Navi- 
gator plot  your  course.  Our  weekly 
newsletter  discusses  all  pertinent 
factors  fundamental  &  technical. 
For  4  week  trial  subscription  send 
$1.00  to 

STOCK  MARKET  APPRAISAL  INC. 

P.O.  Box  355  Staoleton  Station 
Staten  Island,  New  York  10304 

MGM'T  &  SALES  MEETINGS 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

HOME  MOVIES 

Laurel  &  Hardy,  Fields,  Chaplin  and 
the  "Little  Rascals"  are  only  a  few 
of  over  2,000  home  movies  available 
from  Blackhawk  Films.  Send  for 
free  Blackhawk  Films  catalog  list- 
ing thousands  of  8mm/16mm  silent 
and  sound  films  and  videotape. 
Also,  hundreds  of  35mm  color  slides 
of  world  travel,  historic  railroad, 
and  aviation  scenes.  For  free  cata- 
log call  toll-free  1-800-553-1163, 
(Invalid  in  Iowa)  mention  order 
number  3780.  Or  write  Blackhawk 
Films,  Inc.,  3780  Eastin-Phelan 
Bldg.,  Davenport,  IA  52808. 


Worlds  only 
Vertical,  Leather 
tennis  bag. 

Only  Longford  offers 
Ruggedweight  Colombian  Indian 
leather  tennis  bags.  It's  ours 
exclusively!  From  the  incredibly 
soft,  handtanned  leather  to  the 
unique  vertical  design.  From  the 
handcrafted  elegance  to  the  tennis 
bag  that  begs  to  bounce  around  for 
a  lifetime.  From  the  tough  nyion 
stitching  to  the  brass-plated 
appointments. 

From  the  snap-close  racket 
compartment  to  the  zippered  tennis 
gear  enclosure.  And  from  the 
adjustable  shoulder  strap  to  the 
convenient  carrying  handles. 

Attention  businessmen!  The 

exclusive  Courtmaster  Standard  is 
the  gift  withsfaywgi  power  for  those 
on  your  preferred  list. 
1-4  =  $39.95.  5  &  up  =  $31.96. 
Send  check  (U.S.  Funds),  or  call  in 
your  BAC,  MC,  DineiS,  Am.  Exp. 
number.  We'll  drop  ship,  if  you  wish , 
the  day  we  receive  your  order  or 
hold  until  a  specified  dale.  Please 
add  $2.00  to  each  bag  ordered  for 
postage  and  handling  in  the  U.S.  & 
P.R.  Specify  deep  tan,  honey  or 
Palomino  (add  $/  for  Palomino). 

Money-back  Guarantee ! 

Send  for  complete  color  catalog  of 
fine,  handmade  Colombian 
products. 

Double  capacity  bags  for  standard 
and  Prince  rackets  available  at 
$64.95  plus  $2  post.  &  handling. 


Dept.  F 
1 200  Terminal  Sales  Building 
Portland,  Oregon  97205 
Call  (503-222-9495) 
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Advertising 

WINDSOR  FUND    131 

Agency:  Vos  and  White  Incorporated 

XEROX  CORPORATION    60-61 

Agency:  Needham,  Harper  &  Steers,  Inc. 
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ACO  S.A  Venezuela  3 

ALAMBRES  Y  CABLES  VENEZOLANOS- 
ALCAVE    Venezuela  3 

BANCO  INDUSTRIAL  DE 

VENEZUELA    Venezuela  2&11 

BANCO  LATINO    Venezuela  4 

BANCO  MERCANTIL  Y 

AGRICOLA    Venezuela  5  &  15 

BANCO  NACIONAL  DE 

DESCUENTO    Venezuela  5 

BANCO  UNION    Venezuela  6 

BANK  OF  AMERICA    Venezuela  4 

C.A.  VENEZOLANA  DE  DESARROLLO- 
CAVENDES    Venezuela  6 

C.A.  VENEZOLANA  DE 

NAVEGACION    Venezuela  16 

DUPONT    Venezuela  15 

ELECTRIC  I  DAD  DE  CARACAS  Venezuela  7 

ENVASES  VENEZOLANOS 

S.A   Venezuela  7 

FEDERACION  VENEZOLANA  DE 
CAMARAS  Y  ASOCIACIONES  DE 
COMERCIO  Y  PRODUCCION- 
FEDECAMARAS    Venezuela  2 

FIVECA  S.A  Venezuela  8 

IBM  DE  VENEZUELA, 

S.A   Venezuela  8 

INDUSTRIAS  PAMPERO 

C.A   Venezuela  10 

LABORATORY  PALENZONA 

C.A.I  Venezuela  10 

MERRILL  LYNCH  PIERCE  FENNER 

&  SMITH  VENEZOLANA, 

S.R.L   Venezuela  12 

ORGANIZACION  DIEGO 

CISNEROS    Venezuela  12 

SANCHEZ  Y  COMPANIA, 

S.A   Venezuela  13 

SEGUROS  CARACAS    Venezuela  13 

SEGUROS  LA  PREVISORA     .  Venezuela  14 

TEXFIN,  C.A  Venezuela  14 

ZANDER,  S.A  Venezuela  15 
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Forbes  Invites  You 

To  Give 
Nineteenth  Century 

NINETEENTH  CENTURY  is  the 
lavishly  illustrated  quarterly  maga- 
zine of  the  arts  of  the  century  past 
now  published  by  Forbes  for  The 
Victorian  Society  in  America.  Many 
full  color  illustrations  and  articles 
by  leading  experts  make  NINE- 
TEENTH CENTURY  a  unique  and 
exciting  record  of  arts,  antiques  and 
culture  of  one  of  the  richest  periods 
of  American  and  European  history. 
Other  features  including  regular 
auction  exhibition  and  book  reviews 
make  NINETEENTH  CENTURY 
a  must  for  those  who  wish  to  broaden 
their  appreciation  of  fine  things. 
NINETEENTH  CENTURY  is 
available  exclusively  through  mem- 
bership in  The  Victorian  Society  in 
America.  Gift  memberships  with  a 
one  year  subscription  to  NINE- 
TEENTH CENTURY  are  available 
at  $15.00.  Memberships  ordered  now 
will  also  include  a  monthly  Bulletin, 
book  discounts  and  invitations  to  the 
Society's  Annual  Meetings,  Autumn 
Symposium,  Study  Tours  and  Sum- 
mer Schools.  A  handsome  Louis 
Prang  chromolithograph  card  will 
announce  your  thoughtful  gift. 
Why  not  complete  the  coupon  below? 
Indulge  your  discerning  friends  (and 
yourself!). 
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payable  to: 

The  Victorian  Society  in  America 
East  Washington  Square 
Philadelphia,  Pennsylvania  19106 

Send  NINETEENTH  CENTURY 
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□  Enter  a  membership  subscription 
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for  each  membership 
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Thoughts  .  .  .Business  of  Life 


All  the  performances  of  human  art, 
at  which  we  look  with  praise  or 
wonder,  are  instances  of  the 
resistless  force  of  perseverance. 
Samuel  Johnson 


We  do  not  meet  with  success 
except  by  reiterated  efforts. 
Franqoise  de  Maintenon 


Don't  just  do  something, 
stand  there.. 
Dean  Acheson 


The  only  security  is  courage. 
La  Rochefoucauld 


The  men  who  try  to  do  something 
and  fail  are  infinitely 
better  than  those  who  try 
nothing  and  succeed. 
Lloyd  Jones 


Heights  were  made  to  be  looked  at, 
not  to  be  looked  from. 
Gilbert  K.  Chesterton 


A  fool  often  fails  because 
he  thinks  what  is  difficult  is 
easy,  and  a  wise  man  because  he 
thinks  what  is  easy  is  difficult. 
Churton  Collins 


True  valor  lies  in  the  middle, 
between  cowardice  and  rashness. 
Miguel  de  Cervantes 


Courage  is  the  most  common 
and  vulgar  of  the  virtues. 
Herman  Melville 


The  man  without  a  purpose 
is  like  a  ship  without  a  rudder — 
a  waif,  a  nothing,  a  no  man. 
Thomas  Carlyle 


The  weak  and  insipid  white  wine 
makes  at  length  excellent  vinegar. 
William  Shenstone 


I  do  the  very  best  I  know  how — 
the  very  best  I  can;  and  mean  to 
keep  doing  so  until  the  end. 
If  the  end  brings  me  out  all  right, 
what  is  said  against  me  won't 
amount  to  anything.  If  the  end 
brings  me  out  wrong,  ten  angels 
swearing  I  was  right 
would  make  no  difference. 
Abraham  Lincoln 


Courage  ought  to  be  guided  by 
skill,  and  skill  armed  by  courage. 
Philip  Sidney 


No  man  can  fight  his  way 
to  the  top  and  stay  at  the  top 
without  exercising  the  fullest 
measure  of  grit,  courage, 
determination,  resolution. 
Every  man  who  gets  anywhere 
does  so  because  he  has  first 
firmly  resolved  to  progress 
in  the  world  and  then  lias  enough 
stick-to-itiveness  to  transform 
his  resolution  into  reality. 
Without  resolution ,  no  man 
can  win  any  worthwhile  place 
among  his  fellowmen. 
B.C.  Forbes 


The  angry  man  always  thinks 
he  can  do  more  than  he  can. 
Albertano  of  Brescia 


The  sweaty  players  in  the  game 
of  life  always  have  more  fun  than 
the  supercilious  spectators. 
William  Feather 


No  man  is  quite  sane.  Each  has 
a  vein  of  folly  in  his  composition — 
a  slight  determination  of  blood 
to  the  head,  to  make  sure  of 
holding  him  hard  to  some  one  point 
which  he  has  taken  to  heart. 
Ralph  Waldo  Emerson 


There  are  two  things  needed 
in  these  days;  first  for  rich  men 
to  find  out  how  poor  men  live; 
and  second,  for  poor  men  to 
know  how  rich  men  work. 
Edward  Atkinson 


Perhaps  perseverance  has  been 
the  radical  principle  of 
every  truly  great  character. 
John  Foster 


Men  of  age  object  too  much, 
consult  too  long,  adventure  too 
little,  repent  too  soon,  and  seldom 
drive  business  home  to  the  full 
period,  but  content  themselves 
with  a  mediocrity  of  success. 
Francis  Bacon 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574 -page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue.  New 
York,  N  Y.  10011.  Add  appropri- 
ate sales  tax  on  New  York  state 
orders. 


A  Text . . . 


Sent  in  by  Robert  Glaser,  Minneapolis,  Minn. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


He   that   humbleth   himself  shall  b 
exalted. 
Luke  18:14 
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Cigarette 
bootlegging  - 

Who  says  crime 
doesn't  pay? 


I 


en  8n<j  3^  von  nana 

AON        IdV  l^iiL^lZ 


Van  Heusen  buttons  up 
smaller  accounts  at  a  cost  of  $1  per  call. 


It's  important  for  Van  Heusen  to 
ake  care  of  its  several  thousand  smaller 
pcounts  properly.  But  there  are  difficul- 
es.  The  sales  staff  has  to  cover  vast 
Irritories  to  reach  smaller  accounts- 
lose  with  an  average  annual  volume 
I"  $5000.  The  high  cost  of  making  sales 


calls  on  these  accounts  keeps  visits  to 
a  minimum. 

The  solution:  selling  by  Long 
Distance.  Today  Van  Heusen  reaches 
1400  of  its  smaller  accounts  by  phone, 
at  an  average  cost  of  $1  per  sale.  "We're 
astonished  you  can  call  so  far  for  so  little,' 


Van  Heusen  executives  say  "We  plan  to 
expand  the  program  to  more  accounts." 

Then  they  add:  "The  service  is  the 
key  not  the  dollars." 

That  means  many  things.  The 
phone  calls  act  like  an  information  con- 
duit. Accounts  have  a  better  feel  of 
what's  available  to  them.  They  can  order 
rill-ins.  And  they  can  ask  about  deliv- 
eries, as  well  as  other  service  problems. 

Meanwhile,  the  salesperson  can  tell 
the  store  owner  what  the  best-selling 
shirts  are,  or  make  suggestions  about 
items— sportswear,  pajamas,  robes, 
handkerchiefs.  Because  of  the  greater 
frequency  of  contact  by  phone,  the  store 
owner  is  more  often  reached  when 
inventory  is  low,  and  is  therefore  more 
willing  to  buy. 

"We  have  a  phenomenal  return  in 
people  being  loyal  to  us,"  reports  a  Van 
Heusen  executive. 

Bell  Account  Representatives 
played  a  big  role  in  making  the  program 
successful.  Together  with  Mai  Winne 
and  Terry  Conway,  who  are  Vice 
Presidents  of  Sales,  they  tailored  a  pro- 
gram to  sell  existing  customers.  And 
they  trained  inside  salespeople  in 
selling  by  phone. 

Your  company  can  get  the  same 
kind  of  help  that  Van  Heusen  received- 
help  tailored  to  your  needs— and  you 
don't  have  to  be  big.  If  you  have 
problems  selling  existing  customers, 
perhaps  a  Bell  Account  Representative 
can  help  you. 

Just  call  our  toll-free  number  now— 
while  you're  still  thinking  about  it.  Or 
send  in  the  coupon.  There's  no  obligation. 

The  system  is  the  solution. 


800-821-2121 

Toll-free  except  in  Alaska  or  Hawaii.  (800- 

892-212!  in  Missouri.)  Or  mail  this  coupon. 

Bell  System  Sales  Center 

811  Main  Street 

Kansas  City,  Missouri  64141 

Yes,  I'm  interested  in  more  information 
about  Selling  Existing  Customers. 


Name- 
Title— 


Company- 
Street  

City  


State  

Area  Code_ 


-Zip  Code. 


.Business  Phone  No.. 


027-005 


Bell  System 


Cutting  across  all  modes  of 
transport— by  rail,  highway,  water 
and  air— Transway  companies 
provide  services  which  are  single 
modal,  bimodal,  or  multimodal. 
We  think  of  our  overall  corporation, 
therefore,  as  total  modal. 

Transway's  business  falls  into  four 
categories:  Freight  Forwarding, 
Marine  Services,  Related  Trans  - 
portation Activities,  and  Product 
Sales.  All  are  involved  in 
transportation  and  distribution, 
and  in  all  of  them  we  probe 
deeply  into  the  essence  of 
the  business. 

Example:  Almost  20  years  ago, 
one  of  our  domestic  freight 
forwarding  companies  first  put 
truck  trailers  on  flatcars  and 
shipped  them  cross-country  by 
rail.  This  system,  called 
"piggyback,"  is  now  quite  common. 
When  we  pioneered  the  service, 
it  represented  a  major  advance  in 
economy  and  efficiency.  And  in 
fuel  conservation:  up  to  75% . 


Our  freight  forwarders  were  able 
to  develop  this  system  because 
of  their  wide-ranging  experience 
in  all  the  various  modes  of 
transport,  a  complete  involvement 
with  the  needs  of  our  customers, 
and  a  way  of  thinking  outside 
established  patterns.  The  same 
kind  of  thinking  has  gone  into  all 
the  service  innovations  the 
Transway  companies  have 
pioneered. 

Example:  LASH  (Lighter-Aboard- 
SHip)  operations.  These  high- 
speed vessels  of  our  50%  owned 
Waterman  Marine  Corp.  gather 
up  fully-loaded  barges— up  to 
89  per  ship,  with  a  load  capacity 
of  more  than  25,000  tons— and 
carry  them  across  the  seas. 
They  avoid  congested  harbors, 
loading  or  offloading  the  barges 
in  record  time  at  river's  mouth, 
where  they  can  penetrate  far 
inland  along  any  waterway,  from 
Mississippi  to  Bangladesh. 


Example:  We  not  only  operate 
fleets  of  highway  and  piggyback 
trailers,  our  Great  Dane  subsidiary 
manufactures  them.  In  energy 
resources,  our  Tropigas  Interna- 
tional subsidiary  transports  and 
stores  Liquefied  Petroleum  Gas 
for  wholesale  buyers,  and  also 
delivers  LPG  direct  to  the  final 
consumer.  And  in  several  essentia 
building  components,  our  Smith 
Pipe  &  Steel  subsidiary  is  the 
Southwest's  largest  distributor. 

Transway  International  has  built 
an  annual  sales  volume  currently 
in  the  three-fourths  of  a  billion 
dollar  range  by  offering  much 
more  than  one-dimensional  serv- 
ices. Because  of  our  total  modal 
approach,  we  have  become 
what  might  be  called  the  most 
uncommon  of  common  carriers. 


i  ruru 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 
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To  Our  Readers 

With  the  next  issue  Forbes  increases  its 
publishing  frequency  from  24  to  26  times  a 
year.  The  next  issue,  our  30th  Annual  Re- 
port on  American  Industry,  will  be  received 
two  weeks  after  this  appears  and  will  be 
dated  Jan.  9,  1978. 
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"Under  new  management* 
No  phrase  better  describes 
Puerto  Rico  today. 
It  is  essential  that  you 
understand  why  the  change! 
that  are  taking  place 
make  Puerto  Rico  the 
ideal  second  home  for 
American  business? 


A  message  to  the  American  business  community 
from  Governor  Carlos  Romero  Barceld. 


I  am  writing  concerning  some  of 
i  the  changes  taking  place  in  Puerto 
jRico  today  that  are  of  special  in- 
terest to  the  American  business 
community. 

First  of  all,  there  is  new  leader- 
ship that  believes  in  assuming  the 
responsibilities  which  make  the 
American  business  system  work. 
It  is  committed  to  strengthening 
Puerto  Rico's  economic  founda- 
tions and  launching  a  new  era  of 
^economic  growth. 

In  one  of  the  economic  mira- 
cles of  this  century,  Puerto  Rico 
changed  itself  in  one  generation 
from  a  poor,  agricultural  com- 
munity to  a  strong,  industrial 
(economy  Today,  we  have  close 
to  2,500  manufacturing  opera- 
tions with  capital  commitments 
lof  approximately  $6  billion. 

But  the  system  that  stimu- 
jlated  the  development  of  the  past 
jthree  decades  became  inflexible. 
[The  1970s  have  brought  new 
problems  and  new  opportunities 
[for  Puerto  Rico;  we  need  new 
pools  to  deal  with  them  creatively. 
lAt  the  heart  of  this  challenge  is 
the  task  of  creating  permanence 
land  stability  as  well  as  expanding 
pur  economic  base. 

A  broadened  tax 
incentive  program. 

In  the  past,  to  attract  new  indus- 
tries, we  placed  absolute  reliance 
3n  local  tax  exemptions  given  for 
specified  periods.  We  are  broad- 
ning  that  approach. 

While  keeping  all  existing 
ommitments  intact,  we  are  re- 
esigning  our  incentive  program 

0  promote  long-term  profits  as 
'ell  as  short-term  incentives.  We 
re  extending  benefits  to  service 

Industries  as  well  as  manufactur- 
ng,  and  will  give  added  encour- 
igement  for  industries  to  locate 
permanently  in  Puerto  Rico. 

Additionally  there's  the  Inter- 
lal  Revenue  Code  Section  936 
vhich  eliminates  all  federal  taxes 
>n  profits  repatriated  to  the  Main- 
and  on  a  current  basis.  With  only 

1  7%  to  10%  Puerto  Rico  toll  gate 
ax,  companies  operating  in  Puerto 
lico  keep  more  of  their  net  prof- 
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its  than  anywhere  in  the  U.S. 

In  short,  Puerto  Rico  is  now 
offering  the  strongest  industrial 
incentives  program  under  the 
American  flag. 

New  financing  and 
new  markets. 

The  new  administration  in  Puerto 
Rico  is  fundamentally  committed 
to  encouraging  private  initiative 
and  reducing  the  government's 
indebtedness.  We  are  trying  to  sell 
the  shipping  lines  and  the  tele- 
phone company  which  the  pre- 
vious government  had  acquired. 


This  will  free  capital  for  expan- 
sion of  support  facilities  and  serv- 
ices in  the  public  sector. 

We  have  established  the  In- 
dustrial Revenue  Bond  Authority, 
the  Authority  for  Financing  of  In- 
dustrial Facilities  and  Environ- 
mental Control  (AFICA)  and  the 
new  Development  Loan  Fund  to 
help  provide  new  start-up  capital 
to  the  private  sector. 

We  are  developing  new  pro- 
grams to  attract  businesses  that 
will  produce  goods  we  must  cur- 
rently import.  Puerto  Rico  today 
is  the  world's  seventh  largest  pur- 
chaser of  goods  from  the  U.S. 
Mainland.  Companies  setting  up 
operations  in  Puerto  Rico  will 
gain  obvious  advantages  from 
their  direct  access  to  this  large, 
ready-made  market. 

Increased  self-reliance. 

Underlying  this  is  our  determina- 
tion to  become  more  self-reliant, 
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and  to  adjust  the  balance  of 
Puerto  Rico's  dependency  on 
imports  and  outside  economic 
assistance. 

We  are  increasing  and  diver- 
sifying our  agricultural  produc- 
tion. Vocational  and  on-the-job 
training  programs  are  being  ex- 
panded to  meet  new  manpower 
needs.  We  are  moving  ahead  in 
the  exploitation  of  the  crude  oil 
reserves  which,  according  to  all 
indications,  lie  beneath  the  vast- 
ness  of  our  submerged  lands. 

Our  people, 
our  most  valuable 
natural  resource. 

Workers  in  Puerto  Rico  are 
among  the  most  productive 
under  the  American  flag.  The 
average  worker  has  12.1  years  of 
schooling;  nearly  one  of  every 
four  has  been  to  college.  They 
give  an  honest  day's  work,  and 
absenteeism  and  job  turnover  are 
significantly  lower  than  on  the 
Mainland. 

These  are  rare  combinations 
these  days.  They  proclaim  Puerto 
Rico's  new  spirit  of  self-reliance 
and  personal  initiative. 

Puerto  Rico: 
A  second  home  for 
American  business. 

Like  the  Mainland  United  States, 
Puerto  Rico  has  gone  through 
some  difficult  times  in  the  last 
five  years.  Today  we  have  turned 
the  corner.  As  Barron's  has  re- 
ported earlier  this  year,  "In  the 
view  of  hard  bitten  statesiders, 
something  about  the  investment 
climate  in  Puerto  Rico  is  looking 
good  again!' 

We  agree.  It  is  time  to  take  a 
second  look  at  Puerto  Rico.  We 
hope  you  will  join  with  us  in  this 
new  era  of  economic  progress. 

If  you  are  interested  in  learning  more  about 
the  new  opportunities  now  being  offered  to 
Mainland  corporations  in  Puerto  Rico, 
please  call  Mr.  Alex  Vallecillo  toll  free  at 
(800)  223-0573.  In  New  York  State  call 
(212)  245-1200. 
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Side  Lines 


Money  To  Burn 

Our  cover  story  on  the  illegal  traffic- 
in  cigarettes  teas  written  by  Executive 
Editor  James  Cook.  We  asked  him  to 
tell  us  about  how  things  went  in  pre- 
paring the  story.  His  reply: 

All  told,  I  spent  close  to  six  weeks, 
on  and  off,  talking  with  people  in  a 
dozen  states  about  cigarette  bootleg- 
ging. Time  and  again,  I  kept  feeling 
people  were  holding  back  things  I 
wanted  to  know  or  pushing  things  to 
me  to  advance  their  own  interests — 
this  group  was  indicted  for  antitrust 
violations,  you  knew 
that? — or  the  head  of 
that  agency  was  accused 
of  taking  money  from  the 
mob,  you  knew  that? — 
or  that  guy  was  involved 
in  some  shady  business 
dealings,  I  wouldn't  trust 
him.  Nothing  was  quite 
how  it  should  have  been. 
People  who  had  already 
attracted  considerable 
public  attention  sudden- 
ly began  pleading  for 
anonymity.  Even  the 
head  of  the  New  York 
State  Special  Task  Force 
on  Cigarette  Bootlegging 
maintained  there  was  no 
transcript  of  the  public 
hearings  he  conducted 
last  year,  though  obviously  there 
must  have  been  one.  (I  later  managed 
to  get  a  copy  from  somebody  else.) 

By  the  time  I  went  down  to  North 
Carolina  with  a  photographer  to  scout 
out  some  of  the  places  on  a  stretch  of 
Interstate  95,  the  route  most  of  the 
bootleg  cigarettes  in  the  East  are  said 
to  travel,  feelings  ol  paranoia  were 
hard  to  ignore.  Why  did  that  Byder 
rent-a-truck  speed  up  from  60  to  85 
miles  an  hour  when  I  turned  out  into 
the  passing  lane  and  speeded  up  so 
we  could  get  a  picture?  Was  it  real- 
ly— as  one  law-enforcement  officer 
assured  me — that  a  scout  car  had  seen 
our  camera  and  radioed  ahead  for 
them  to  get  the  hell  out  of  our  way? 
And  why  did  North  Carolina  police 
stop  us  on  1-95  and  demand  to  know 
who  we  were,  after  we  had  taken 
some  pictures  of  a  roadside  cigarette 
shop?  "After  all,"  the  cop  said,  "a 
businessman  sees  you  taking  pictures 
of  his  place,  and  he  naturally  gets 
uneasy."  Naturally?  Well,  maybe  in 
North  Carolina. 

Altogether  I  must  have  talked  with 
several  dozen  people  in  reporting  the 


James  Cook 


story — wholesalers,  retailers,  truck 
drivers,  warehouse  managers,  politi- 
cians, cops,  tax  people,  tobacco  com- 
pany executives — in  places  ranging 
from  the  scruffy,  green-cubicled  pre- 
cincts of  the  New  York  police  to  the 
airy,  elegant  heights  of  the  World 
Trade  Center  and  the  magisterial  of- 
fice of  the  North  Carolina  attorney 
general.  I  talked  with  cops  who 
seemed  breathless  with  admiration 
for  the  ingenuity  of  the  crooks  they 
pursued.  I  talked  with  bootleggers 
who  did  not  approve  ol 
the  morals  of  some  legiti- 
mate wholesalers.  One 
bootlegger,  for  example, 
was  outraged  because 
some  North  Carolina 
wholesalers  were  taking 
their  money  for  ciga- 
rettes and  then  turning 
them  in  to  the  cops  for  a 
reward.  I  talked  with  a 
Teamster  official  who 
seemed  more  interested 
in  telling  me  how  Gover- 
nor Carey  was  dissipat- 
ing his  talents  on  high 
living — a  charge  the  New 
York  Times  later  report- 
ed. Attorney  General 
Bufus  Edmisten  tried  to 
persuade  me  (I  was  al- 
ready convinced)  that  you  couldn't 
expect  North  Carolina  to  up  its  ciga- 
rette taxes  to  solve  a  problem  the 
high-tax  states  had  created. 

Others  argued  the  solution  to  the 
problem  was  a  tax  cut  in  the  state  of 
New  York,  or  a  heavy  tax  on  the 
federal  level  to  be  rebated  to  the 
states,  or  a  stepped-up  law-enforce- 
ment program.  I  concluded  the  most 
effective  measures  probably  weren't 
politically  practical  and  the  others  at 
best  would  be  better  than  nothing. 

In  the  end,  it  was  clear  that  even  - 
body  had  the  same  sense  of  unease 
that  I  did.  Nobody  in  the  business 
really  trusts  anybody  else.  One  group 
competes  with  another  for  federal 
funds,  "one  state  competes  with  an- 
other for  the  proceeds  of  any  tax  sei- 
zures. Enforcement  officers  in  one 
jurisdiction  think  the  officers  in  an- 
other are  either  incompetent  or  on 
the  take.  And  everywhere,  everyone 
is  aware  of  the  corrupting  force  of 
money,  and  of  the  extraordinary 
amounts  of  it  now  being  generated  by 
the  huge  traffic  in  bootleg 
cigarettes.  ■ 
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Growth  ideas  from  Textron 


Onto  the  beach  at  50  knots. 


Riding  on  a  cushion  of  air.  Bell  Aerospace  Textron's  LACV-30  provides  high  speed  trans- 
portation from  ship  to  shore  and  to  depots  inland.  It's  being  tested  by  the  U.S.  Army  And 
it's  a  great  way  to  develop  a  country  without  having  to  develop  harbors  first. 


Neither  dust,  dirt,  silt,  sand,  sludge 
or  slime  will  stay  these  bearings 
from  their  appointed  rounds. 

Very  few  machines  take  more  of  a  beating  than 
farm  equipment.  But  Fafnir  Textron's  tri-ply  seal 
bearings  were  developed  to  stand  up  to  the 
toughest  abrasive  and  corrosive  conditions 
They're  finding  a  ready  market  with  farm 
implement  manufacturers  worldwide. 


New  entry  in  a 
$780  million  market. 

Selling  high  quality  watchbands  gives  you 
an  edge  when  you  introduce  high  quality 
digital  watches  The  Time  Modulator"  line 
from  Speidel  Textron  is  already  marketed 
through  6,000  fine  |ewelry  and  depart- 
ment stores  2,000  more  have  been  added 
in  1977.  and  sales  have  almost  doubled 


With  26  Divisions,  each  a  leader  in  its  field.  Textron  has 
the  resources  and  the  technology  to  take  advantage  of 
many  new  ideas  and  opportunities. 

Our  product  mix  ranges  from  consumer  goods  to 
industrial  components,  from  capital  goods  to  aero- 
space systems,  a  balance  that  softens  the  impact  of 
single-industry  cycles.  This  is  one  reason  we  could 
maintain  record  R&D  and  capital  expenditure  levels 
right  through  the  last  recession. 


The  value  of  Textron's  approach  is  proved  by  the 
results.  Our  ten-year  (1972-1982)  goals  are  10%  com- 
pounded annual  growth  in  net  income  and  8%  in  sales. 
To  date  we're  on  target  in  income  growth .  and  ahead 
of  schedule  in  sales. 

Putting  resources  to  work  where  they  will  do  the 
most  good— that's  what  private  enterprise  is  all  about. 
And  that's  what  we  do  at  every  Division  of  Textron.  For 
details,  write  Textron,  Providence,  R.I.  02903. 


Ideas  well  managed. 


TEXTRON 
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Edited  by  JOHN  A.  CONWAY 


Europe's  Airbus:  A  major  U.S.  customer  needs  an  answer  to  a  weighty  question. 


Holding  Pattern  For  The  Airbus 

The  hassle  over  the  noise  of  the  super- 
sonic Concorde  isn't  the  only  problem 
European  aircraft  have  flown  into  at  U.S. 
airports.  The  229-passenger  A-300  Air- 
bus, product  of  a  French-German-Span- 
ish consortium,  is  having  trouble  with  its 
weight.  Eastern  Air  Lines  wangled  free 
six-month  leases  of  four  of  the  $25-mil- 
lion  Airbuses  to  test  their  usefulness  on 
the  lucrative  New  York-Miami  run.  The 
Port  Authority  of  New  York  and  New 
Jersey,  which  runs  the  pity's  airports, 
however,  has  ruled  that  the  weight  at 
which  Eastern  wants  to  fly  the  plane — 
330,000  pounds — will  be  too  much  for 
the  piers  that  form  the  outer  ends  of  La 
Guardia  s  runways.  A  lower  weight 
would  mean  far  fewer  passengers  or  a 
refueling  stop  on  the  way  to  Miami,  nei- 
ther good  for  business.  Eastern  has  had 
to  shift  its  planned  daily  La  Guardia  test 
flight  to  Newark.  The  weight  limitation 
(which  the  planes  manufacturers  are 
now  trying  to  solve)  could  put  the  whole 
operation  in  doubt.  If  it  can't  use  the 
popular  La  Guardia  for  the  1,100-mile 
Miami  run,  Paul  Johnstone,  Eastern's 
vice  president  for  operations  and  ser- 
vices says,  "we  must  seriously  question 
adding  [the  A-300]  to  our  fleet."  East- 
ern's President  Frank  Borman  has  talked 
of  buying  50  Airbuses  by  1989. 

Back  To  Basics 

The  rubber  tree  is  flourishing  as  never 
before.  The  scarcities  caused  by  World 
War  II  and  the  Korean  War  brought 
synthetics  to  the  fore  but  natural  rubber 
never  disappeared.  It  still  accounts  for  a 
third  of  all  the  rubber  used  in  the  world 
and  some  predictions  say  its  share  will 
reach  40%  in  the  next  ten  years,  as  the 
petrochemicals  used  to  make  synthetics 
become  scarcer  and  more  expensive. 
"We're  looking  at  natural  rubber  as  nev- 
er before,"  says  Jack  Riedl,  head  of 
Goodyear's  rubber  division.  "World  con- 
sumption could  well  jump  from  3.8  mil- 
lion tons  today  to  8  million  to  10  million 
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tons  per  year  by  the  1990s.  "  Riedl  should 
know.  Tires — Goodyear's  number-one 
product — take  72%  of  the  world's  natural 
rubber,  and  radial  tires,  which  look  like 
the  ride  of  the  future,  use  twice  as  much 
natural  rubber  as  the  older  bias  types  do. 
So  Goodyear,  which  now  owns  or  oper- 
ates six  rubber  plantations  in  Indonesia, 
Brazil,  Guatemala  and  the  Philippines,  is 
expanding  its  sources.  The  big  Akron 
manufacturer  has  just  acquired  an 
11,000-acre  plantation  in  Sumatra  and 
plans  a  SB-million  program  to  triple  its 
production.  Goodyear  is  also  launching  a 
SlO-million  expansion  of  its  rubber  plan- 
tation near  Belem,  in  Brazil. 

The  School  Of  Hard  Knocks 

Businessmen  worried  about  what 
stress  and  a  tough  schedule  may  do  to 
their  psyches  can  find  encouragement  in 
the   performance   of  those   566  U.S. 


Home  Free:  How  have  the  POWs  fared? 


POWs,  most  of  them  airmen,  who  re- 
turned from  Hanoi's  prison  camps  in 
1973.  Despite  confinement  in  some 
cases  for  as  long  as  nine  years,  more  than 
73% — 418  in  all— are  still  in  the  military 
service  and  310  of  that  number  are  still 
flying.  Two  have  committed  suicide;  six 
have  had  serious  mental  breakdowns; 
about  two  dozen  developed  drug  and 
drinking  problems;  their  divorce  rate 
runs  about  26%.  Balancing  all  that  is  the 
fact  that  150  have  donned  colonel  s  ea- 
gles or  a  Navy  captain's  four  stripes  since 
their  return.  Forty  of  these  have  retired, 
but  the  remainder  are  slated  to  become 
the  military  brass  of  the  future.  Some,  in 
fact,  have  already  reached  that  status. 
Lt.  Gen.  John  P.  Flynn.  inspector  yen- 
eral  of  the  Air  Force,  and  Vice  Admiral 
James  B.  Stockdale,  president  of  the  Na- 
val War  College,  are  both  ex-POW Y 

Peking's  Purchasing  Plans 

Peking's  laundry  list  of  aircraft  and 
other  technology  purchases  from  the 
West  is  getting  longer.  In  1972  the  Peo- 
ple's Republic  bought  a  fleet  of  Boeing 
jets  for  its  commercial  transport  routes. 
It  is  now  reported  weighing  a  choice 
between  more  Boeings  (VC-737s)  or  DC- 
9s  from  McDonnell  Douglas.  The  Chi- 
nese are  also  interested  in  Grumman 
Gulf  streams  or  Learjets  for  aerial  survey 
work.  On  the  military  side,  they  plan  to 
take  a  look  at  Britain's  vertical-takeoff 
Harrier  jets  (which  the  U.S.  Marines  are 
now  flying).  They  also  have  plans  for 
West  German  helicopters,  diesels  for 
submarines  and  patrol  boats  and,  hope- 
fully, German  sonar  gear. 

How  Open  Is  "Open"? 

President  Carter  may  talk  about  an 
"open  administration,  but  he  doesn't 
mean  wide  open.  He  has  sent  a  terse, 
one-paragraph  personal  note  to  all  his 
Cabinet  officers,  which  they  have  duti- 
fully circulated  to  their  bureaucracies, 
ordering  every  one  to  "coordinate"  ifed- 
eralese  for  "clear")  all  statements  bearing 
on  foreign  policy  with  Secretary  of  State 
Cyrus  Vance  and  National  Security  Ad- 
viser Zbigniew  Brzezinski. 

A  No-No  From  The  CIA 

The  Central  Intelligence  Agency  has 
thrown  up  a  roadblock  against  Poland's 
plans  to  buy  three  turbo-shaft  helicopter 
engines  from  General  Motors'  Allison 
division  and  to  coproduce  additional 
ones.  The  Allison  engine  is  much  smaller 
than  its  Soviet  counterpart,  and  Poland 
says  it  wants  it  for  a  light  utility  chopper. 
The  CIA's  objection  is  that  the  engine) 
comes  with  components  that  it  claims! 
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w\antage  is  changing 
a  lot  of  my  feelings 


about  smoking." 


NOLOS  TOBACCO  CO 


"I  like  to 
smoke,  and  what 
I  like  is  a  cigarette 
that  isn't  timid  on 
taste.  But  I'm  not 
living  in  some  ivory 
tower.  I  hear  the 
things  being  said 
against  high-tar  smok 
ing  as  well  as  the  next 
guy-  t 

"And  so  I  started 
looking.  For  a  low-tar 
smoke  that  had  some 
honest-to-goodness  cig- 
arette taste. 

"It  wasn't  easy.  The 
low-tar  cigarettes  I  tried 
ij  tasted  like  chalk.  And 
i  high-tar  cigarettes  were 
starting  to  taste  rougher 
las  I  went  along. 

"Then  I  tried  a  pack 
of  Vantage.  It  was  smooth 


yet  it  had  taste. 
And  a  lot  less  tar 
than  what  I'd 
been  smoking. 

"As  far  as  I'm 
concerned,  when 
I  switched  to 
Vantage,  I  changed 
to  a  cigarette  I  could 
enjoy." 


Rick  Lawrence 
Metairie,  Louisiana 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular,  Mentho 

and  Vantage  100  s. 

FILTER:  11  mg.  "tar",  0.7  mg.  nicotine, 
MENTHOL  11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.per  cigarette  by  FTC  method. 
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You  Package 
\bur  Products  Well... 

But  What  About 
\bur  People? 

No  doubt  appreciable  time  ahd  expense  were  in- 
vested in  the  packaging  of  your  product.  But  how 
much  thought  have  you  given  to  the  appearance 
of  your  people?  If  they're  meeting  the  public, 
people,  like  products,  should  be  appropriately 
packaged. 

Wrangler  Uniforms  (we're  a  Blue  Bell  Company) 
would  like  to  work  with  you  in  developing  a  coher- 
ent corporate  apparel  program  for  your  company. 
We've  been  in  the  profession  since  1923,  assist- 
ing executives  with  the  correct  "packaging"  of 
their  people.  Please  take  time  to  complete  the 
coupon,  and  we'll  contact  you  shortly. 


I  WRANGLER  UNIFORMS 

1  Attention:  Vice  President  Sales 
1  749  Massman  Drive  •  Nashville.  Tn 

37210  1 

Name 

Title 

I  Company  ■ 

I  Address 

Phone 

I  City 

1  

State  Zip 

 1 

E5M£ of  DM 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18,00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


would  give  Soviet  engineers  a  long  jump 
ahead  in  developing  power  plants  to 
match  those  on  U.S.  cruise  missiles  The 
Russians  lag  in  cruise-missile  technology 
and  the  CIA  thinks  getting  the  Allison 
could  cut  two  years  off  their  develop- 
ment time. 

Viva  Italia! 

Despite  what  were  regarded  as  hor- 
rendous economic  problems,  Italy's  c  ur- 
rent accounts  balance  is  expected  to  end 
the  year  with  a  $1.8-billion  surplus,  in 
contrast  to  a  $2.8-billion  deficit  in  1 976. 


I  .Hi 

In  Italy:  The  tourist  is  the  treasure. 

And  the  1978  surplus,  the  forecasters 
say.  could  reach  S3  billion.  To  achieve 
that  risorgimento,  the  Italians  have  been 
helped  by  austerity  ives,  austerity)  pro- 
grams at  home,  borrowings,  increased 
exports,  reduced  oil  imports  and,  most  of 
all,  by  tourists.  Caretree  visitors  to  Italy 
are  expected  to  leave  behind  no  less  than 
S3. 6  billion  this  year. 

Stay  Tuned 

Taxpayers  tackling  their  1977  Form 
1040s  next  year  will  have  an  extra  little 
chore.  Line  45  of  the  new  income-tax 
form  was  originally  designed  to  include 
the  promised  credits  for  energy-saving 
expenses.  The  ongoing  congressional  tug- 
of-war  over  the  Carter  energy  program, 
however,  wasn't  resolved  in  time  for  the 
printing  deadline  of  either  the  form  itself 
or  the  instruction  booklet.  So  line  45 
reads:  "See  page  12  of  instructions.  A 
box  on  page  12  tells  the  citizen  that  if  the 
credits  ever  become  law,  "we  will  notify' 
taxpayers  through  radio,  television  and 
newspaper  announcements.  ■ 


iO 
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Where  are  your  Highway 
Trust  Fund  dollars  going? 

Your  highway  taxes  are  threatened  with  diversion  to  other 
projects  while  roads  and  bridges  remain  inadequate  or  incomplete. 


The  Highway  Trust  Fund  was  created  by  Congress 
to  build  and  up-grade  federal  highways,  nothing 
else.  It  is  funded  by  the  people  who  use  the  highways 
. . .  motorists  and  truckers,  from  the  taxes  they  pay 
on  gas,  oil  and  tires,  and  several  other  taxes  on 
heavy  trucks  and  buses.  The  more  they  drive, 
the  more  they  pay.  And  they  should  get  their  money's 
worth,  which  simply  means  that  their  tax  dollars 

should  go  for  highways 
and  not  be  bled  off 
for  other  projects, 
however  worthy. 

Foundation  JQ  ^  it's  called  the  Highway 

Trust  Fund  . .  .  and  trust  is 
its  middle  name.  But 


these  days,  it  doesn't  mean  a  thing.  It's  treated  as 
just  a  bag  of  money  waiting  to  be  spent  on  any 
projects  special  interest  groups  can  pressure 
Congress  into  funding. 

The  Highway  Trust  Fund  shouid  be  spent  only  on 
highways  and  bridges  because  many  of  them  are  in 
desperate  need  of  rebuilding  or  replacement. 
If  you  drive,  we  think  you'll  agree. 
This  message  is 
brought  to  you  by 
Eaton  Corporation, 
makers  of  truck 
components  for  the 
American  trucking 

industry.  TfUCK 


Components 


Too  bad  j  udges  can't 
read  this  to  a  jury. 

A  truck  without  brake  lights  is  hit  from  behind  For  "psychic 
damages"  to  the  driver,  because  his  pride  was  hurt  when 
his  wife  had  to  work,  a  jury  awards  $480,000  above  and 
beyond  his  medical  bills  and  wage  losses. 

A  67-year  old  factory  worker  loses  an  arm  on  the  job. 
His  lawyer  argues  that  he  should  receive  wages  for  all  the 


remaining  years  of  his  life  expectancy.  He  had  been  earning 
about  $10,000  a  year.  The  jury  awards  him  a  sum  equal  to 
almost  $89,000  a  year.1 

Then  there's  the  one. ..but  you  can  probably  provide 
the  next  example.  Most  of  us  know  hair-raising  stories  of 
windfall  awards  won  in  court.2  Justified  claims  should  be 
compensated,  of  course. /Etna's  point  is  that  it  is  time  to 
look  hard  at  what  windfall  awards  are  costing.3 
What  can  we  do?  Several  things: 
We  can  stop  assessing  "liability"  where  there  really 
was  no  fault— and  express  our  sympathy  for  victims 
through  other  means. 

We  can  ask  juries  to  take  into  account  a  victim's  own 
responsibility  for  his  losses.  And  we  can  urge  that  awards 
realistically  reflect  the  actual  loss  suffered— that  they  be  a 
fair  compensation,  but  not  a  reward.4 

Insurers,  lawyers,  judges— each  of  us  shares  some 
blame  for  this  mess.  But  it  is  you,  the  public,  who  can  best 
begin  to  clean  it  up.  Don't  underestimate  your  own  in- 
fluence. Use  it,  as  we  are  trying  to  use  ours. 

Astna 

wants  insurance  to  be  affordable. 


1  The  man   was   awarded  has  been  a  quantum  leap  in  the 

,250.000,  or  about  $89,000  a  number  of  personal  injury  and 

ar,  for  the  remaining  14  years  property  damage  suits  filed.  A 

his  life  expectancy.  The  jury  1977  study  in  California  shows 

/arded  an  extra  $500,000  to  such  suits  increasing  at  five  times 

s  wife  for  loss  of  "consortium"  the  rate  of  population  growth. 
fche  company,  affection  and         3  Most  awards  are  paid  by  in- 

rvices  of  her  husband.  surance,  and  insurance  compa- 

I  2  A  by-product  of  such  awards  nies  spend  millions  more  defend- 


ing policyholders  against  law-  tals,  and  others  who  are  targets 

suits.  The  direct  result  is  rising  for  windfall  awards, 
premiums  for  automobile  and         4  For  example,  it  would  help 

other  liability  coverages.  The  in-  if  juries  were  simply  required  to 

direct  result  is  higher  prices  for  take  into  account  payments  the 

goods  and  services—  prices  which  claimant  has  already  received 

are  boosted  to  cover  the  sky-  for  medical  bills  and  lost  wages, 

rocketing  insurance  premiums  of  Under  the  present  system,  these 

manufacturers,  doctors,   hospi-  bills  may  be  paid  all  over  again. 


na  Life  &  Casualty. 
Farmington  Avenue, 
rtford.  CT  06156 


LIFE  &  CASUALTY 


ollow-through 


The  Hemline  Horizon:  Early  predictions  that  women  would  love  the  mid-calf 
length  (above,  left)  took  a  while  to  come  true — but  they  finally  did  (right). 


Veni,  Vidi,  Midi 

Early  in  1970,  John  Fairehild,  publish- 
er of  Women's  Wear  Daily,  which  is  to 
fashion  what  Variety  is  to  show  biz,  pro- 
claimed below-the-knee  as  the  wave- 
length of  the  future.  Women's  Wear 
called  it  "an  entirely  new  fashion  look 
.  .  .  needed  by  a  depressed  American 
retail  and  fashion  establishment."  Few 
agreed,  and  Forbes  (Sept.  15,  1970)  re- 
ported that  U.S.  dress  manufacturers 
were  calling  what  Fairehild  had  chris- 
tened the  midi  "the  Edsel  of  the  Rag 
Business."  The  thigh-high  miniskirt  con- 
tinued to  thrive  and  knee-shy  women 
were  switching,  to  pants  suits. 

Almost  a  year  later,  Fairehild  s  brain- 
child was  still  an  orphan  in  Forbes'  view. 
Editor-in-Chief  Malcolm  S.  Forbes  com- 
mented in  the  July  15,  1971  issue:  "Take 
the  midi.  For  99%  of  us,  its  failure  to 
catch  on  was  the  only  good  thing  to  be 
said  for  it." 

Today,  Forbes'  slip  is  showing.  From 
sportswear  to  cocktail  dresses,  almost  ev- 


ery hemline  on  the  racks  is  just  about  the 
length  Fairehild  prophesied. 

John  Fairehild,  however,  does  not 
gloat.  "Fashion  is  a  wheel,  he  says.  "It 
always  comes  back  to  where  it  was  be- 
fore." Because  designers  can  do  only 
certain  things  to  the  human  body.  Fair- 
child  leels  they  are  bound  to  repeat 
themselves,  a  fact  of  fashion  life  that 
makes  prophecy  pretty  foolproof — soon- 
er or  later. 

Upwardly  Mobile 

One  year  ago,  the  Dec.  15,  1976 
Forbes  noted  that  mobile  homes,  par- 
ticularly the  "doublewides,"  had  moved 
beyond  the  trailer  parks  and  were  finally 
selling  like  real  houses,  with  30-year 
mortgages.  With  that  major  financing 
hurdle  cleared,  Forbes  asked:  "After  all 
the  false  starts,  is  factory-built  housing 
finally  on  the  track?" 

The  answer  appears  to  be  yes.  The 
long-scorned  mobile  home  is  on  the 
track,  even  if  it  hasn't  yet  reached  the 


main  line.  In  1976  the  home-manufac- 
turing industry  produced  247, 000  units, 
32%  of  them  doublewide  homes  that 
conform  in  just  about  every  respect  to 
conventional  housing.  This  year,  the  in- 
dustry's trade  association,  the  Manufac- 
tured Housing  Institute,  expects  270,000 
units,  and  in  October  the  annual  con- 
struction rate  hit  325.000. 

Forbes  had  noted  that  the  Veterans 
Administration,  particularly  its  loan 
guaranty  service  director,  Robert  Coon, 
had  broken  the  financial  ice  by  starting 
to  okay  CI  loans  for  doublewides  and 
other  mobiles.  George  Alexander,  who  is 
in  charge  of  VA  loans  for  manufactured 
homes,  says  he  now  gets  word  "every 
day"  of  dev  elopers  starting  to  sell  mo- 
bile-home tracts,  with  conventional 
mortgages.  A  further  spur  had  come  in 
mid-1976  when  federal  standards  for  mo- 
bile homes,  set  up  by  the  Housing  c\ 
Urban  Development  Department,  went 
into  effect.  The  HUD  seal,  which  certi- 
fies a  home  as  meeting  its  standards, 
(which  states  now  accept),  thus  expedit- 
ed the  mortgage-finding  job.  One  result, 
the  Manufactured  Housing  Institute 
sa\s.  is  that  52%  of  factory-built  "houses 
today  are  being  installed  permanently  on 
private  lots.  (Actually.,  only  2%  of  all 
"mobile"  homes  ever  move.) 

Besides  the  growing  availability  of 
conventional  financing  (as  opposed  to  the 
auto-loan  type  of  money  for  which  most 
mobile  buyers  still  have  to  settle),  the 
factory-built  house  can  still  boast  a  con- 
siderable price  advantage.  Since  1976 
the  average  price  of  conventional  hous- 
ing has  risen  from  about  $49,000  to 
$54,000.  according  to  the  Federal  Home 
Loan  Bank.  Doublewides,  in  contrast, 
still  go  for  $17,000  on  average. 

Mobile  homes,  of  course,  are  still  far 
from  a  major  factor  in  housing.  Even 
the  rosiest  industry  forecast  pales  be- 
side the  overall  estimate  of  2  million 
housing  starts  for  1977.  But  the  trend 
is  up.  Next  month's  Manufactured 
Housing  Institute  show  in  Louisville, 
Ky.  will  be  the  biggest  in  the  industry  s 
history.  And  it  will  feature  not  only 
widebodies  but  even  bigger  models — 
"two-and-a-halfs"  and  the  first  two-story 
"mobile"  homes. 

Uncle  Sam's  Balance  Sheet 

"Would  you  lend  money  to  this  out- 
fit?" Forbes  challenged  in  a  Dec.  15, 
1976  headline.  The  "outfit"  was  the  U.S. 
government,  which  had  just  published 
its  first  prototy  pe  balance  sheet,  a  stab  at 
trying  to  put  federal  bookkeeping  on  a 
basis  comparable  with  coiporate  ac- 
counting. The  negative  response  implied  | 
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in  the  headline  was  borne  out  by  the 
numbers  cited  in  the  report  for  fiscal 
1975— $281  billion  in  revenues,  $385  bil- 
lion in  expenses,  assets  of  $355  billion, 
an  equity  deficit  of  $981  billion. 

Since  that  first  effort,  new  manage- 
ment has  taken  over  in  Washington,  but 
the  first  set  of  figures  published  under  its 
aegis  (granted  they  were  generated  by 
President  Gerald  Ford's  Administration) 
showed  things  getting  even  worse.  By 
the  end  of  fiscal  1976,  the  federal  equity 
deficit  was  up  to  almost  $1.2  trillion  and 
by  Sept.  30,  1976  stood  even  higher. 
Income  had  increased  to  $300  billion  but 
outgo  had  more  than  kept  pace,  hitting 
$434  billion. 

The  point  to  remember,  of  course,  as 
Secretary  of  the  Treasury  W.  Michael 
Blumenthal  underscores  in  a  foreword, 
is  that  this  is  not  a  financial  statement  "in 
the  conventional  sense.  "  It  does  not  con- 
form to  any  generally  accepted  account- 
ing principles,  he  notes,  "as  there  are 
none  for  the  U.S.  government.  And 
there  were  still  "priority  problems  which 
need  to  be  solved  if  governmental  ac- 
counting is  to  be  brought  up  to  the  lev  el 


of  the  private  sector.  " 

Blumenthal  cites  a  couple  of  the  prob- 
lems. Two  of  Washington's  principal  as- 
sets, its  powers  to  tax  and  to  print  mon- 
ey, are  not  even  listed  in  the  prototype 
balance  sheet.  Neither  are  such  national 
treasures  as  the  outer  continental  shelf 
and  704  million  acres  of  public-domain 
lands.  "How  to  cany  these  assets  on  a 
balance  sheet,"  the  Secretary  says,  "will 
not  be  an  easy  issue  to  resolve." 

When  you've  said  that,  Mr.  Secretary, 
you've  said  it  all. 

The  Power  Of  The  Pyramid 

"Pyramid  power"  made  a  plastic-and- 
paper  totem  one  of  the  hot  gift  items  of  a 
year  ago,  the  Dec.  15,  1976  Forbes 
reported.  In  less  than  three  months, 
three  New  York  entrepreneurs  had 
grossed  $1  million  on  a  plastic  pyramid, 
complete  with  a  magical  "kings  cham- 
ber" and  scroll.  The  profit  potential 
looked  almost  as  magical — the  pyramids 
represented  47-cents  worth  of  plastic 
and  paper  and  sold  for  $5  apiece.  But  did 
the  power  retain  its  magic? 

Not  really.  The  three  men  who  started 
it  all — two  former  Ideal  Toy  officers,  Len 
Sausen  and  Alan  Alderman,  and  Richard 
Bezark,  president  of  Superior  Plastics 
(onetime  producer  of  Cracker  Jack 
prizes) — are  still  doing  business  as  Ralen 
Marketing,  but  the  pyramid-power 
phase  has  faded.  The  pyramid,  it  seems, 
appealed  to  a  cult,  not  to  the  faddists 
who  made  things  like  the  Hula  Hoop  a 
bonanza.  The  mystique,  Alderman  says, 
"didn't  really  grab  the  imagination  of 
everyone."  Ralen's  return,  in  fact, 
tin  ned  out  to  be  a  modest  20%  or  so  on 
the  trio's  original  $150,000  investment. 
Nonetheless.  Sausen  calls  it  "a  beautiful 
experience,  something  I  hope  happens 
once  again  in  my  lifetime."  ■ 


Pyramid  Mystique:  Yes,  they  did  sell,  but  they  never  matched  the  Hula-Hoop. 


At  $160  a  bottle, 

you  deserve 
an  explanation. 

It's  simply  because 
Louis  XIII  Cognac  is  a  very  rare 
cognac.  Very  little  of  it  can  be 
made  because  there  is  so  little 
reserve  grande  champagne 
cognac  with  which  to  make  it. 
And  only  the  finest  reserve 
grande  champagne  cognac  is 
what  Louis  XIII  Cognac  is 
made  with. 

To  make  Louis  XIII 
Cognac  look  as  beautiful  as  it 
tastes  we  put  it  in  special 
Baccarat  crystal  decanters 
for  you. 

And  you  know,  what 
is  rare  and  beautiful  is  also 
expensive. 

For  obvious  reasons, 
you  will  not  find  Louis  XIII 
Cognac  on  many  store  shelves. 
But  you  may  privately,  quietly 
reserve  your  own  bottle  from 
very  selected  tine  merchants. 


louis  xm 

GRANDE  CHAMPAGNE  COGNAC 

80  Proof  Renfield  Importers.  Ltd  New  York 
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has  your 
risk  manager 
told  you  about 
Reed  Shaw 
Stenhouse? 


If  he  hasn't,  maybe  you  ought  to 
ask  him.  He'll  tell  you  we're  one  of 
the  world's  largest  and  most  experi- 
enced insurance  brokers.  He'll 
know  of  our  expertise  in  all  forms  of 
commercial  insurance  and  risk 
management  and  he'll  add  that 
we're  a  truly  international  com- 
pany with  more  offices  around  the 
world  than  any  of  our  competitors. 

You'll  probably  wonder  how  come 
you  haven't  heard  of  us  and  he'll 
tell  you  that,  while  we're  one  of  the 
world's  top  five  brokers,  we're  rela- 
tively new  to  the  US  market .  .  .  but 
(he'll  point  out)  although  we've 
only  been  active  here  for  five 
years,  we're  the  fastest  growing 
broker  in  the  country. 

So,  you'd  better  make  sure  your  risk 
manager  tells  you  all  about  us,  es- 
pecially with  policy  renewal  time 
rolling  around. 

REED  SHAW  STENHOUSE 

INTERNATIONAL  INSURANCE  BROKERS 

With  offices  in  Boca  Raton,  Boston.  Chicago.  Denver. 
Ft.  Lauderdale.  Honolulu.  Houston.  Kansas  City.  Los 
Angeles  New  York.  Oakland.  Pittsburgh.  Portland.  St 
Louis.  San  Francisco.  Seattle.  Washington  and 
ninety-six  other  cities  around  the  world 


Readers  Say 


The  Economics  Of  The  Canal 

Sir:  Your  article  on  the  Panama  Canal 
(Nov.  15)  implied  that  the  economic  con- 
sequences of  turning  over  the  Canal  to 
Panama  were  primarily  a  concern  of 
price  (in  itself  a  major  problem),  while 
ignoring  significant  losses  in  trade  to  the 
U.S.  that  might  occur.  More  devastating 
than  increasing  the  price  of  goods  due  to 
profiteering  toll  increases  (estimated  by 
the  State  Department  to  reach  at  least 
49.5%)  would  be  the  significant  loss  of 
trade  to  major  U.S.  ports. 

—Philip  M.  Crane 
Chairman, 

The  American  Conservative  Union 
Washington,  D.C. 

In  Defense  Of  Mr.  Burns 

SiR:  You  might  be  interested  in  the 
reaction  of  this  regional  banker  to  the 
comment  in  your  Fact  and  Comment 
(Nov.  15)  that  the  chances  against  Dr. 
Burns  being  reappointed  as  chairman  of 
the  Fed  are  on  the  order  of  100-to-l.  I 
have  to  think  your  odds  are  pretty  long, 
and  I  believe  the  White  House  is  hearing 
from  lots  of  different  quarters  that  it 
would  be  in  the  best  interest  of  this 
economy  for  Arthur  Burns  to  be  reap- 
pointed. Its  my  own  view  that  the  un- 
certainty over  this  matter  is  having  a 
depresssing  effect  domestically  and 
abroad,  and  that  his  reappointment 
would  reassure  the  financial  centers  of 
the  world  that  we  were  at  least  making  a 
strong  effort  at  monetary  soundness. 

— Augustus  H.  Sterne 
Atlanta,  Ga. 

SiR:  The  Constitution  envisioned  Con- 
gress as  the  power  brakes  on  federal 
spending,  a  job  it  has  abdicated  in  order 
to  buy  its  own  reelection.  This  leaves  the 
Federal  Reserve  Board  as  the  only  avail- 
able emergency  brake  on  inflationary 
spending.  To  criticize  Burns  under  these 
circumstances  is  not  only  a  cheap  shot, 
but  wide  of  the  mark. 

— Howard  D.  Dawson 
Laguna  Beach,  Calif. 

Roy  Ash:  No  Overreacher? 

SiR:  In  your  recent  anniversary  edi- 
tion (Sept.  15)  you  included  me  among 
the  noteworthy  business  executives  of 
the  last  60  years.  I  appreciate  such  inclu- 
sion, but  are  you  sure  you  have  the 
factual  support  for  placing  each  of  us 
under  the  proper  heading?  [Mr.  Ash  was 
listed  under  Overreachers.]  In  the  case 
of  my  own  earlier  company  [Litton  In- 
dustries] and  its  management,  the  facts 
are:  Thirteen  years  from  a  standing  start 
it  had  made  your  list  of  the  top  100  U.S. 


companies.  During  my  19-year  tenure  it 
earned  for  its  shareholders  over  a  half- 
billion  dollars.  During  the  same  period  it 
had.  no  loss  years.  Its  original  public 
investors  had  over  a  13,000%  gain  on 
their  equity  investment,  equal  to  a  com- 
pounded rate  of  growth  of  30%  per  year 
Even  today,  and  at  today  s  market  price, 
the  investment  growth  since  inception 
was  25%  per  year  or  over  $150,000  for 
each  thousand  dollars  invested  in  1953. 
During  those  few  years,  it  created  a  con- 
siderable number  of  new  and  successful 
multimillion-dollar  businesses.  It  con- 
ceived, built  and  put  into  operation  what 
Navy  officials  today  consider  the  most 
modern  shipbuilding  facility  in  the 
world.  While  all  that  was  going  on,  that 
same  company  "trained"  more  than  20 
men  to  become  chief  executives  of  other 
companies.  In  short,  the  company's  total 
record  is  that  of  creating,  from  a  standing 
start  and  by  its  founding  management, 
one  of  the  world's  major  and  lasting  in- 
dustrial enterprises.  I  would  be  interest- 
ed in  the  names  of  ten  others  in  modern 
American  industry,  or  five,  who  have 
done  the  same. 

— Roy  L.  Ash 
Chairman, 

Addressograph  Multigraph  Corp. 

Cleveland.  Ohio 

Not  Even  Then 

SiR:  Give  no  glory  to  the  Post  Office 
for  the  Pony  Express  (Fact  and  Com- 
ment, Dec.  1).  It  carried  the  U.S.  mail 
but  was  operated  by  Wells  Fargo. 

— James  M.  Jenks 
President. 

Alexander  Hamilton  Institute 
New  York.  V  Y. 

Japan's  Future 

Sir:  The  terrible  vulnerability  of  the 
Japanese  economy — and  hence  the  Ja- 
pan Fund  (Dec.  1) — steins  not  only  from 
its  lack  of  natural  resources,  living  space 
and  domestic  growth,  but  also  from  the 
unlikely  willingness  of  the  U.S.,  the  Eu- 
ropean Community  and  other  foreign 
markets  to  continue  absorbing  the  ava- 
lanche of  exports  on  which  Japan's  future 
prospe-rity  so  obviously  depends. 

— Carter  Henderson 
Co-Director, 
Princeton  Center  for 
Alternative  Futures 
Princeton,  N.J. 

The  Social  Security  Mess 

SiRi  .Your  poignant  analysis  of  our  So- 
cial Security  mess  (Fact  and  Comment. 
Nov.  15,  p.  27)  gives  even  more  cre- 
dence to  the  need  of  a  private  pension 
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7arrell  Lines.The  fast  growing  American  carrier 
that  serves  all  four  coasts  of  America. 


We've  grown  every  way  imagin- 
.  able.  More  destinations,  more  points 
^^^XtT  °^  departure,  more  modern  ships. 

Take  our  LASH  ships.  They  can 
load  and  unload  whole  barges  at  a  time 
using  their  own  on  board  lifting  mech- 
anisms. And  since  these  barges  can  be  pre-loaded 
with  breakbulk  or  containerized  cargo  before  the 
LASH  ship  arrives,  valuable  dockside  time  is  saved. 

/"  LASH  ship 


Breakbulk  freighter 


So,  as  you  can  see,  Farrell  Lines  keeps  right 
on  growing.  Isn't  that  just  what  you'd  expect  from  an 
American  Flag  Line? 

Farrell  Lines.  One  Whitehall  St.,  NY,  NY 
10004.  West  Coast:  One  Market  Plaza,  San  Francisco, 
CA  94105. 


NCORPORATKl) 


Rebuilding  America's  merchant  fleet. 


Just  awhile  back,  we  completed  four  new  con- 
tainerships.  Now,  one  of  them  has  already  been 
"jumbo-ized."  Another  is  entering  dry  dock  for  the 
same  expansion  of  container  and  reefer  capacity.  And 
we're  building,  brand-new,  two  more  of  these  super- 
containerships. 

Our  destination  and  departure  points  have 
taken  an  equally  dramatic  upturn.  Farrell  Lines  ships 
cover  every  major  port  in  Africa  south  of  the  Sahara. 
Plus  ports  in  Australia,  New  Zealand  and  the  South 
Pacific  Islands. 

And  we  now  serve  all  four  coasts  of  America: 
East  and  West  coast  ports.  Gulf  ports  and  the 
Great  Lakes. 


First  Boston 
asks  Ohio  Edison 

about  load 
management. 


The  following  is  from  conversations 
between  First  Boston  and  Ohio  Edison 
in  New  York  City. 

Barnes:  One  investor  concern,  of  course,  is 
new  construction  to  meet  the  demand.  What 
is  Ohio  Edison  doing  to  control  demand 
through  load  management? 

White:  We're  communicating  with  cus- 
tomers, urging  them  to  insulate,  install  storm 


\ 


John  White,  President,  Ohio  Edison 


windows  and  weatherstripping,  and  so  d 
We've  always  advocated  a  very,  very  hi| 
standard  of  insulation,  and  we're  now  sii 
gesting  to  builders  an  insulation  level  ev| 
higher  than  FHA  recommends. 

We  also  have  a  program  encouraging  ' 
switches"  which  prevent  several  applian 
like  a  water  heater  and  dryer,  from  co 
on  all  at  once. 

Barnes:  Isn't  that  inconvenient?  I've  hea 
people  say,  "I  don't  like  that  idea" 


ev 

a 

mi 


S.  Arlene  Barnes,  Vice  President, 
Research,  First  Boston 


\C\LOWATrs 

i  Dtv.  =  0.5  KW 

he 


Load  meters  are  "in  place"  at  virtually 
||    all  large  customers. 


Commercial  and  industrial  load  management 
promises  the  greatest  benefit. 


lite:  There's  really  no  problem.  It  gives 
iorities  to  appliances,  and  helps  customers 
itch  their  load. 

This  is  most  important.  Over  70  per  cent 
our  residential  customers  are  served  through 
ad  meters,  and  take  advantage  of  our  two- 
rt  residential  rate.  There's  a  strong 
onomic  advantage  for  these  customers  to 
itch  their  peaks,  and  we  think  it's  going 
do  something  for  us. 

irnes:  It  also  lets  the  customer  plan  his 
irchases  more  intelligently.  With  the  two- 
rt  rate,  he'll  think  a  little  more  about  what 
Dliances  are  going  to  cost  to  run,  and  make 
nore  informed  judgment. 

hite:  We  think  our  communications  pro- 
ams,  load  meters,  and  two-part  rate  will 
er  benefits  to  the  customer  as  well  as  to  us. 


Over 70  percent  of  our 
residential  customers  are 
served  through  load  meters. 


Ohio  Edison 


Readers  Say 


This  man  once  made  one 
of  the  finest  cigars  in  the  world. 

He  has  done  it  again. 


To  Don  Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  I960,  his 
family  made  one  of  Cuba's  finest 
cigars... the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 

PARTAGAS 

handmade  cigars 


plan  tor  the  average  worker.  A  compara- 
ble $1,500  annual  deposit  made  for  the 
average  worker  ol  25  into  a  private  fund 

for  40  years  and  earning  7%  compound! 
interest  would  amount  to  a  tidy  sum  of 
$320,315.  This  money  would  purchase  at 
age  65,  a  conventional  single-premium 
annuih  that  would  pay  over  $2,600  a 
month  to  the  annuitant  lor  life,  or  ten 
years  certain  to  his  beneficiary  if  death 
occurred  before  he  readied  aye  75,  pro- 
viding  a  far  greater  benefit  than  ever 
projected  In  the  most  optimistic  of  our 
bureaucratic  actuaries. 

— Albert  R.  Coman  Jr. 
The  Travelers  Insurance  Cos. 

Columbus,  Ohio 

Not  $50 

Sir:  Regarding  your  Nov.  15  Side 
Lines  Surely,  ol  all  publications,  yours 
should  recognize  the  value  of  a  $1,000 
U.S.  Savings  Bond  Notwithstanding  an) 
arguments  on  the  worth  of  the  dollar,  a 
$1,000  bond  is  worth  $750  at  time  of 
issue.  Even  before  inflation.  Mr.  Hoff- 
man s  take  is  only  $37.50  per  minute. 

—David  E.  Cold 
Undo  Park.  Calif. 

Beer!  Beer! 

SiH:  You  impb  our  U.S.  forces  should 
prefer  the  German  beers  (Fad  and  Com* 
ment,  Nov.  IS).  Our  thinking  has  always 
been  (and  still  is),  if  you  want  a  good 
imported  beer  go  to  Europe  and  order  a 
Michelob!  ( Iheers! 

— RE.  Pugk 
Rip's  Distribution  Co. 
Metropolis.  III. 

SIR:  W  hat  does  a  Scotch  drinker  know 
about  beer?  Cancel  my  subscription 
immediately. 

— Carl  W.  Schu  ab 
Vice  President, 
Allentown  Beverage  Co. 

Allentown,  Pa. 


Interest  Is  The  Answer 

SlR:  Concerning  the  success  of  credit 
unions  (Nov.  I),  the  root  of  their  gOOU 
fortune  is  clear:  "Credit  unions  do  it  with 
more  interest! 

—Richard  P.  Melia 
Arlington,  Va. 

The  Importance  Of  Spending 

Sir:  Your  Pact  and  Comment  (Nov. 
15,  i>.  25)  about  delays  in  utilization  of 
corporate  cash  is  important.  Effective 
modernization  and  research  and  devel- 
opment are  flags  advertising  future 
health  and  prosperity  for  a  company. 

— Marvin  L.  Taylm 
Ea  folia.  Calif. 


A  wholly-owned  subsidiary  of 

Hershey  Foods  Corporation 

has  merged  with 

Y&S  Candies  Inc. 

The  undersigned  acted  as  financial  advisor  to 
Hershey  Foods  Corporation  in  this  transaction. 

WM  SWORD  &  CQ 

INCORPORATED 

December  1,  1977 
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,ong  after  you've  forgotten  the  few  extra  dollars, 
omeone  will  remember  you  gave  Chivas  Regal. 

12  YEARS  OLD  WORLDWIDE  ■  BLENDED  SCOTCH  WHISKY  ■  86  PROOF  ■  GENERAL  WINE  &  SPIRITS  CO  .  NEW  YORK.  N  Y 

 —  — — — — — — ^^mmm 


blew  up 


to  demonstrate  our  new  plastic 


This  daring  performance  will  not 
be  our  last,  thanks  to  a  special 
new  plastic  that  xvblows  up"  into 
unusual  shapes  of  great  strength 

This  plastic  is  Borg-Warner 
Chemicals'  new  Cycolao  ABS 
structural  foam.  It's  the  only 
commercial  flame-retardant 
ABS  structural  foam  that 
actually  has  a  chemical 
"blowing  agent"  right 
inside  each  tiny  pellet  of 
plastic.  When  these  pellets 
are  heated,  and  forced 
into  a  mold,  the  blowing 
agent  inside  causes 
them  to  expand  or  xvbiow," 
filling  out  every  last  nook 
and  intricate  cranny  of  the 
mold.  The  shapes  that 
Cycolac  ABS  structural 
foam  can  create  are  virtually  limitless 

Cycoiac  ABS  structural  foam  also  shapes  up  as  an  increc 
economical  alternative  to  metals.  For  example,  tooling  costs  t 
make  one  small  computer  housing  of  steel  could  be  up  to  twio 
as  much  as  costs  for  making  the  same  part  of  our  new  plastic. 


ank  terminal 


And  Cycolac  ABS  structural 
foam  also  offers  additional 
advantages  over  metals  like 
reduced  cost  of  fabrication 
and  assembly,  greater 
design  freedom,  and 
greater  dent  and  damage 
resistance. 

Naturally  these 
savings  and  advantages 
apply  to  anything 
Cycolac  ABS  structural 
foam  can  make, 
from  communications 
equipment  to  cash 
registers,  building  prod- 
ucts to  furniture.  No 
wonder  we're  so  sure 
well  be  creating  lots 
more  blow-ups  in  the 
business  community. 
The  people  at  Borg-Warner  Chemicals  will  be  happy  to  give 
j  more  information  on  Cycolac  ABS  structural  foam,  and  other 
ovations.  Please  write  to:  Borg-Warner 
emicals,  International  Center, 
'kersburg,West  Virginia  26101. 


B0RGJ£WARNER 


c  is  a  registered  trademark  of  Borg-Warner  Corp. 


Now.  Only  lmg'tar! 

This  is  more  than  just  low  'tar!  This  is  ultra-low  'tar! 
This  is  Now,  a  cigarette  with  only  1  mg.'tar!  If  you  want  to  be  sure 
you're  getting  ultra-low  'tarj  count  all  the  way  down  to  Now's  number  1 


FILTER,  MENTHOL  1  mg/'tar",  .1  mg.  nicotine,  av.  per  cigarette.  FTC  Report  AUG.  7 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SALT  IS  OK  IF  IT  DOESN'T  MEAN  GIVING  UP 

development  of  the  cruise  missile.  That  missile  is  an  affordable 
equalizer  like  nothing  else  in  our  present  or  projec  ted  atomic  arsenal. 

SADAT— NOW  THERE  STANDS  A  MAN 


Talk  about  cutting  Gordian  knots  or  seizin"  nettles — the 
Egyptian  President  didn't  rise  to  the  occasion,  he  created  it. 
It  s  hard  now  to  realize  what  unadulterated  courage  it  took  for 
him  to  take  that  step,  to  make  that  trip. 

By  this  one  daring  swoop  through  the  sky  Sadat  largely 
resolved,  dissolved  what  he  so  perceptive!)  termed  "the  ps\  eho- 
Iogical  harrier  which  is  KY'A  of  the  problem  in  bringing  peace. 


Sadat  has  moved  a  meaningful  Middle  East  peace  from  being 
a  slim  possibility  to  being  a  real  probability  .  .  .  maybe  not 
formally  with  Syria,  but  effectively  with  Egypt  and  likely 
Jordan.  Without  those  two  there  can  be  no  fifth,  full-fledged 
Middle  East  War. 

Even  the  Nobel  Peace  Prize  would  be  inadequate  recogni- 
tion for  Anwar  Sadat. 


HUMPHREY-HAWKINS  BILL  IS  A  CROCK 

Will  you  tell  me  w  ho  isn't  in  favor  of  minimal  unemployment  entity  that's  poorly  defined,  statistically  unascertainable),  and 

and  "reasonable  price  stability '?  We  need  an  Act  of  Congress  it  doesn't  "require"  stable  prices  (as  if  Congress  by  law  could 

to  say  so?                                   ■  do  either). 

The  only  good  thing  to  be  said  for  this  silly  bill  is  that  it  Repealing  some  laws  might  help  alleviate  both  problems,  but 

doesn't  now  mandate  the  unmandatable  as  the  original  bill  trying  to  outlaw  unemployment  and  inflation  can  only  acceler^ 

did.  It  doesn't  "require"  a  47c  limit  on  unemployment  (an  ate  both. 

WHERE'S  THE  ADMINISTRATION'S  TAX  HEAD  AT? 

Only  the  very  poor,  the  very  rich  or  those  who  are  expensively 
Blue  Crossed  are  able  to  afford  medical  attention.  For  those 
who  have  to  pay  for  medical  care  to  stay  alive,  refusing  to  allow 
only  high  levels  of  those  costs  to  be  deducted  from  income  tax 
returns  just  makes  no  sense  whatsoever — especially  coming 
horn  an  Administration  that  expresses  concern  about  the  cost 
of  medical  care. 


Reports  that  the  Treasury  Department  is  considering  plans 
to  knock  out  medical  expenses  from  income  tax  deductions 
Sinless  they  exceed  10%  of  income  are  incredible  if  true.  Such  a 
stricture  would  be  one  of  the  more  inexplicable  items  contem- 
plated in  the  new  tax  bill — mercifully,  for  the  moment,  post- 
poned. Competition  for  that  "inexplicable""  label  is  keen. 

Medical  expenses  vie  with  space  shots  for  out-of-sightness. 

WE'VE  GOTTA  HAVE  A 

To  avoid  the  energy-wasting,  time-consuming,  costly  necessi- 
ty of  transporting  Alaskan  oil  b\  tanker  through  the  Panama 
Canal  to  Texas,  we  need — promptly — a  West-Coast  terminal. 

California  apparently  would  best  serve  the  purpose  because 
an  existing  natural  gas  line,  with  some  additions,  could  do  the 
job  transporting  crude  from  a  Long  Beach  terminal  to  an  oil- 
needv  East  Coast.  But  because  California  doesn't  need  Alaskan 


WEST-COAST  PIPELINE 

oil,  the  Brown  administration  and  others  are  putting  up  envi- 
ronmental obstacles. 

Maybe  somebody  should  remind  Californians  that  the  Gold- 
en State's  use  of  out-of-state  sources  of  water  have  created 
environmental  problems  in  the  states  they  get  it  from.  Califor- 
nia is  part  of  the  United  States  and,  in  this  ease,  instead  of  tit 
for  tat  it  should  be  tap  for  tap,  oil  for  water. 
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Forbes  Magazine's 
RESTAURANT  GUIDE 


Box  Tree 
La  Caravelle 
La  Cote  Basque 


NEW  YORK'S 
BEST- 1977 


*  *  *  ★ 

La  Grenouille 

Le  Cygne 
Lutece 


Parioli  Romanissimo 
The  Four  Seasons 
"21" 


This  Christmas  is  a  joyous  one  for  those  who  really 
enjoy  wonderful  food — two  additions  to  Forbes'  four- 
star  few.  The  bad  news  is  that  both  are  small,  which 
probably  accounts  for  their  dishes  turning  out  so  ex- 
traordinarily well.  At  petite  Box  Tree  (9  tables,  23 
patrons)  the  nine  tasted  dishes  were  painstakingly  pre- 
pared, delicately  delicious.  No  hard  liquor — only  aperi- 
tifs of  the  Kir  and  Campari  variety.  Parioli  Roman- 
issimo (11  tables,  45  to  50  patrons)  is  this  town's  first 
four-star  Italian  restaurant.  In  Rome  I  could  find  only 
two  or  three  of  such  excellence — though  admittedly  I 
haven't  been  there  so  often  of  late  since  Kidnapping  has 
become  as  big  a  business  in  Italy  as  Design.  In  contrast 
to  New  York's  gusty,  good,  numerous  one-star  Italian 


restaurants,  here,  in  an  immaculately  tasteful  setting, 
the  whole  meal  is,  in  the  words  of  Managing  Editor 
Zalaznick,  "a  succession  of  quiet  pleasures."  La 
Cote  Basque  stands  out  as  a  civilized,  gracious  oasis 
with  no  superior.  La  Grenouille  hasn't  faltered  one 
iota  since  Mme.  Masson  and  her  son  Charles  took  on 
the  entire  job  alter  the  sad  death  of  that  kind  genius, 
Charles  Masson.  Le  Cygne  is  proof  that  the  best 
can  get  even  better.  The  roast  duck,  souffles  and 
assortment  of  petit  fours  are  unmatched.  It's  worth  a 
trip  to  New  York  just  to  enjoy  selle  de  veau  Maintenon 
(usually  available  on  Friday  only).  "21"  is  a  place 
where  who's  sewed,  not  what's  served,  matters.  The 
most  exciting  dining  in  the  Big  Apple. 


★  *  ★ 

Benihana  Hermitage  Iperbole  La  Petite  Ferme  Nippon 

Christ  Cella  Hunam  L'Aiglon  Le  Lavandou  Quo  Vadis 

Gaylord  India         II  Monello  LaMangeoire  Le  Steak  Windows  on  the  World 


Usually,  you  have  to  pay  more  for  the  best,  and  Christ 
Cella's  is  a  prime  example.  It  continues  to  be,  quite 
simply,  the  number-one  steak  house  in  New  York — as 
well  as  the  costliest.  It's  not  often  that  an  expensive, 
top-aspiring,  classical  French  restaurant  can  be  instantly 
In  with  the  Beautiful  and  Rich  (often  quite  different 
people).  I  found  it  hard  to  put  a  finger  on  Why,  but  the 
Hermitage  has  most  certainly  done  it.  Several 
Forbes  toilers  and  readers  have  joyfully  urged  three 
stars  for  II  Monello.  After  savoring  some  scrumptious 
traditional,  and  some  unusual,  Italian  dishes,  I  couldn't 
agree  more.  The  city  abounds  with  decent  Italian 
restaurants,  but  Iperbole  is  among  the  foremost  of  the 
few  standouts.  You  must  taste  what  they  do  to  quail. 


L'Aiglon:  Eaglet  was  what  they  called  Napoleon's 
son,  and  this  first-rate  establishment  is  indeed  imperial. 
It  will  doubtless  live  far  longer  than  did  the  Prince  of 
Rome.  Great  vinaigrette  in  a  flavorfully  ripe  avocado; 
iced,  tender,  little  Little  Necks;  baby  lamb  chops  and 
veal  scallopine  are  especially  delicious.  Only  the  cheese- 
cake was  a  miss,  and  those  inimitable  lightly  liqueur- 
flavored  biscotti  made  up  for  that.  A  three-star 
"find''  last  year,  chef-owned  Le  Lavandou  is  now  firmly 
established  in  the  firmament.  Savor  la  quenelle  de  bro- 
cket au  Pernod.  Quo  Vadis  has  been  around  a  long 
time  and  for  a  while  seemed  tired.  But  the  juices  are 
flowing  again.  That's  good,  because  Quo  Vadis  has  been 
a  bastion  among  New  York's  finer  restaurants. 


MOVIES— WORTHY 

Close  Encounters  of  the  Third  Kind — Those  who've  run  up 
Columbia  Pictures'  stock  prices  on  the  rumor/bet  that  this 
socko  would  equal  or  exceed  Star  Wars'  revenues  should  take 
their  profits;  it  won't.  Which  isn't  to  say  it  isn't  a  superb  film;  it 
is.  It's  way  out,  a  stunner,  but  it  lacks  the  fey  touch  that  makes 
Star  Wars  work  for  everyone.  Semi-Tough — Comedy  is 
too  anemic  a  word  to  describe  this  scintillating  satirizing  of  so 


AND  WORTHLESS 

much  that  is  Big  Stuff  in  our  current  culture  scene.  From 
professional  Super  Sports,  Super  Bowls,  Super  Stars,  Super- 
markets, Fans  and  Groupies  to  Faddist  Mind  Cults  for  the 
mindless,  nothing  escapes  unscathed.  The  final  segment  of 
shooting  a  televison  deodorant  endorsement  will  forever  be 
among  the  classics  in  movie  comedy.  Appalling  language  not- 
withstanding, a  fabulously  funny  adult  (whatever  that  means) 
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movie.         Handle  with  Care — a  silly  series  of  episodes  star-  basketball  jock  falls  afoul  of  the  coach,  while  discovering  that 

ring  CBs.  This  film  should  further  depress  sales,  help  clear  the  study  and  sex  are  fun  too.  Nifty  naif  triumphs  in  this  nifty 

channels.         Outrageous! — You'd  think  a  film  featuring  an  movie.  1900 — an  ordeal  to  sit  through.  Flows  like  a  dry 

overweight  drag  queen  and  a  demon-tormented  schizophrenic  creek.  Cliche-ridden  script  matched  only  by  wooden  acting  by 

gal  would  be  depressing,  dreary,  impossible  for  an  audience  to  actors  who  act  as  though  they  wish  they  were  elsewhere, 

identify  with.  Just  the  reverse  is  true.  In  this  mostly  happy,  Stunning  photography.         "Oh,  God!" — It  would  be  discon- 

mostly  funny  film,  you're  rooting  for  them  both  as  it  looks  like  certing  to  say  "Thank  God  you're  here"  and  be  answered  by 

they'll  Make  It  at  the  end.         Salo,  120  Days  of  Sodom —  "You're  welcome,"  which  is  the  sort  of  delightful  thing  that 

sick,  sick,  sick.        One  on  One — A  naive,  recruited  freshman  happens  in  this  good  fun,  Golden  Rule  message-movie. 

HOME  MOVIES 

are  for  taking,  not  showing. 

HIJACKING  CAN  BE  SWIFTLY,  EASILY  ENDED 

if  the  airlines  of  the  civilized  nations  refuse  to  fly  planes  to  any  two-legged  animals  over  to  the  authorities  at  the  scene  of  the 

country  that  gives  asylum  to  blackmailing  hijackers.  crime  should  be  blackballed  by  all  airlines.  And  any  line  that 

Any  country  can  promise  what  it  wishes  to  such  terrorists.  serves  'em  shouldn't  be  allowed  to  land  in  the  civilized  coun- 

But  any  country  that  keeps  the  promise  and  doesn't  turn  those  tries  who  abide  by  such  an  agreement. 

WE  HAVE  A  SMART  GRANDDAUGHTER 

All  of  four  years  old,  she  announced  the  other  day  that  she  was  going  to  marry  Santa  Glaus. 

TO  ENJOY  THE  MOST  HAPPINESS 

don't  expect  too  much.  is  a  matter  of  mind,  not  matter. 


BRITAIN— A  VISITOR'S  PROGNOSIS 


Not  for  several  years  have  Britain's 
economic  prospects  looked  as  promis- 
ing as  they  do  today.  But  can  this 
promise  be  turned  into  performance? 

Britain  has  made  impressive  prog- 
ress sincv  1974-75  when  it  appealed 
that  the  whole  economy  was  headed 
for  collapse.  The  long-awaited  North 
Sea  oil  bonanza  is  now  a  reality.  The 
balance-of-payments  picture  is  posi- 
tive and  getting  better;  the  pound 
remains  steady,  despite  the  prospect 
of  a" coal  miners'  strike  and  the  reality 
of  a  firemen's  walkout.  Inflation  is 
running  in  single  digits,  a  far  cry  from 
the  30%  level  reached  last  year. 
Short-term  interest  rates  have 
plunged  from  15%  to  as  low  as  5%. 

Yet  the  next  step  in  Britain's  recov- 
ery may  be  even  trickier  than  before. 
Strikes  are  not  the  real  problem  here; 
public  opinion  continues  to  support 
the  government's  hard  stand. 

The  fundamental  problem  is  re- 
building what  is  left  of  the  U.K.'s 
private  sector.  Only  if  private  enter- 
prise prospers  can  Britain  afford  its 
still-bloated  public  sector.  But  indus- 
try has  been  badly  battered. 

Return  on  capital  (adjusted  for  in- 
flation), once  12%  to  13%  in  the  mid- 
1960s,  is  only  4%  to  5%  today.  Real 
capital  investment,  the  key  to  any 
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future  growth,  remains  anemic;  it  has 
yet  to  reach  the  level  it  was  in  1970. 
Such  spending  was  supposed  to  grow 
15%  this  year.  Instead,  the  growth 
will  be  under  7%. 

Corporations,  moreover,  are  still 
burdened  with  too  much  debt.  De- 
spite a  hefty  rally  in  the  stock  market, 
new  equity  financing  remains  feeble. 

Although  taxes  are  being  cut,  Brit- 
ain's tax  code  is  heavily  weighted 
against  incentive.  Income-tax  rates 
start  at  34%  and  quickly  surge  up  to 
83%  on  earned  income,  98%  on  in- 
vestment income.  A  New  York  secre- 
tary takes  home  more  pay  than  many 
high-level  British  executives. 

The  government  knows  how  im- 
portant a  revival  in  private  invest- 
ment is  for  the  economy.  But  in  en- 
couraging such  investment,  it  faces 
serious  political  roadblocks.  The  un- 
ions, whose  support  for  a  Labour  gov- 
ernment is  critical,  oppose  policies 
that  appear  favorable  to  business  or 
the  "rich."  In  politics,  cosmetics  are 
often  more  important  than  substance. 

Another  problem  is  the  govern- 
ment's obsession  with  monetary 
policy.  Britain's  money  growth  in 
recent  months  has  been  faster  than 
the  government  would  like,  so  it  has 
just  sharply  hiked  interest  rates  in 


order  to  curb  the  unwanted  jump. 

But  the  government  overlooks  the 
fact  that  interest  rates  are  a  cost  of 
doing  business,  especially  in  the  U.K. 
where  debt  makes  up  a  dispropor- 
tionate share  of  corporate  capital. 
These  higher  costs  will  not  encourage 
capital  spending. 

The  sad  part  here  is  that  the  extra 
rise  in  money  supply  is  most  probably 
due  to  technical  quirks  and  seasonal 
factors,  not  to  fundamentals. 

By  keeping  the  pound  steady, 
North  Sea  oil  may  cause  problems  for 
exporters.  Britain's  rate  of  inflation  is 
still  higher  than  that  of  most  other 
industrial  countries;  before  North  Sea 
oil,  the  depreciating  pound  kept  Brit- 
ish exports  competitive.  This  will  no 
longer  be  the  case.  The  problem 
could  be  avoided  by  significantly  eas- 
ing currency  controls,  but  unions  say 
no  to  this,  too. 

In  addition,  the  government  is  un- 
der increasing  pressure  from  its  leftist 
supporters  to  ease  restrictions  on  gov- 
ernment spending,  which,  as  a  pro- 
portion of  gross  national  product,  is 
still  too  high. 

Despite  the  strides  against  inflation 
and  despite  North  Sea  oil,  Britain  h  is 
a  long  way  to  go  before  regaining  true 
economic  health. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


The  Music  of  Peace 

When  the  bells  of  peace  ring  there  will 
be  no  hands  to  beat  the  drums  of  war. 

— Anwar  Sad. it, 
before  the  Israeli  Knesset 

Polished  Big  Apple 

I  just  got  back  from  a  convention  of 
travel  agents  in  London.  I  asked  them  to 
tell  me  frankly  if  Britons  and  other  Euro* 
peans  were  being  frightened  away  from 
New  York.  What  they  said,  in  effect, 
was,  "Are  you  kidding?  With  the  bomb- 
ing and  kidnapping  and  airplane  hijack- 
ings we've  got  over  here,  New  York 
seems  relatively  law-abiding." 

—Charles  Gillett, 
president  of  New  York  City's 
Convention  and  Visitor's  Bureau 

Waiting  Upmanship 

The  Cheshire-cat  routine.  If  some- 
body is  coming  into  your  office  to  see  you 
on  a  matter  which  promises  to  be  dis- 
tasteful to  you  both,  ask  the  receptionist 
to  let  your  visitor  in,  then  vanish.  Go  to 
the  bathroom  or  downstairs  to  the  bank. 
But  don't  overdo  it.  If  you  keep  anyone 
waiting  for  more  than  five  minutes  he 
will  be  legitimately  angry.  What  you're 
aiming  for  is  to  have  the  person  standing 
in  your  office  alone  for  a  couple  of  min- 
utes so  that  you  can  make  your  entry  in  a 
forceful,  dynamic  way.  Unless  the  per- 
son is  a  very  experienced  gamesperson, 
he  will  be  ill  at  ease  when  left  alone  in  a 
stranger's  office.  Not  knowing  whether 
to  sit  down  or  stand  up,  he  will  feel  like  a 
trespasser.  Of  course,  if  you're  in  the 


opposite  role — the  visitor's  role — and 
this  trick  is  played  on  you,  sit  down  in  a 
comfortable  chair,  take  out  the  newspa- 
per, and  begin  to  do  the  crossword  puz- 
zle. When  the  person  who  has  kept  you 
waiting  comes  in,  you  can  immediately 
gain  the  upper  hand  by  asking  him  for  a 
ten-letter  word  meaning  "lizard's 
relative." 

— Michael  Korda, 
New  York  magazine 

Americans  Sell  America 

U.S.  taxation  policies  for  Americans 
working  abroad  do  not  seem  to  me  to  be 
sensible  in  light  of  America's  growing 
trade  deficit.  It  is  surprising  that  you  are 
the  only  country  among  the  industrial- 


ized nations  that  taxes  its  citizens. more 
severely  ov  erseas  than  at  home.  There  is 
no  doubt  of  its  severity.  For  example,  it 
is  possible  for  an  American  wage-earner 
working  in  my  country  [Saudi  Arabia]  to 
pay  U.S.  taxes  in  excess  of  his  income 
after  the  Internal  Revenue  Service  has 
assessed  the  value  of  housing  and  simple 
necessities  of  life  which  our  companies 
provide  free  as  inducement  for  your 
skillful  managers  and  able  engineers  to 
share  with  us  our  harsh  desert  environ- 
ment. This  is  punitive  taxation  of  the 
most  unjust  nature. 

Americans  working  overseas  are  the 
best  overall  marketing  organization  for 
the  United  States.  They  specify  Ameri- 
can products  for  their  projects,  and  they 
buy  them  for  themselves.  It  is  so  with  all 
nationals:  The  Japanese  businessman  is 
more  at  home  with  Komatsu  and  Sony; 
the  German  relies  on  Mercedes  and  Sie- 
mens; the  Englishman  is  not  satisfied 
except  with  British  Leyland  and  Rolls- 
Royce.  I  assure  you  that  non-Americans 
will  not  specify  Caterpillar  or  Westing- 
house  for  the  projects  they  undertake, 
nor  will  they  stock  Maxwell  House  cof- 
fee and  Campbell  soup  in  their 
commissaries. 

— Suliman  S.  Olayan, 
chairman, 
Olayan  Group  of  Companies 

Coatless  Onassis 

Since  I  am  known  as  a  "rich"  person, 
I  feel  I  have  to  tip  at  least  $5  each  time 
I  check  my  coat.  On  top  of  that,  I 
would  have  to  wear  a  very  expensive 
coat,  and  it  would  have  to  be  insured. 


Added  up,  without  a  topcoat  I  save 
over  $20,000  a  year. 

— Aristotle  Onassis, 
in  An  Extravagant  Life. 
by  Frank  Brady 

Just  Desserts 

They  have  no  shame.  Restaurants 
push  their  tarts  and  pastries  for  dessert 
because  they  are  already  prepared  and 
tan  be  served  to  you  from  tfie  dessert 
cart  in  a  twinkling  If  they  are  not  sold 
tonight  they  must  be  discarded.  One 
continues  to  naively  expect  that  at  res- 
taurants of  a  certain  pretended  caliber  no 
one  will  ever  push  you  too  hard  in  this 
regard.  Nevertheless,  when  you  pooh- 
pooh  the  dessert  cart  and  request  instead 


"Think  it  over  very  carefully. 
After  all,  it's  the  biggest  single 
investment  you'll  ever  make." 

Drawing  by  Dedmi;  ©  1977  The  New  Yorker  Magazine.  Inc. 

the  Tarte  Fine  aux  Pommes  Acidulees, 
you  are  informed,  as  if  it  were  tragic- 
news,  that  this  will  require  all  of  20 
minutes.  You  do  not  mind.  But  they  do, 
so  they  come  back  with  a  revised  esti- 
mate— 30  minutes.  You  do  not  mind.  At 
40  minutes  you  request  your  check.  At 
45  minutes  his  eminence  arrives  and, 
King  as  automatically  as  you  breathe, 
announces  that  the  tart  "did  not  come 
out  right,"  and  that  therefore  he  would 
not  permit  it  to  be  served.  Would  you 
care  for  something  else?  At  48  minutes 
you  are  leaving,  and  a  young  waiter,  not 
in  on  the  story,  comes  running  with  your 
Tarte  Fine.  Same  story  all  over,  prob- 
lems in  communications. 

— The  Restaurant  Reporter 

The  Philippine' 's  Evita  Perdn 

[President]  Marcos  recently  appointed 
her  [First  Lady,  Imelda  Marcos]  Gover- 
nor of  Metro  Manila.  Relatives  of  the 
President  and  the  First  Lady  sit  on  cor- 
porate boards  and  hold  government  posi- 
tions, and  a  joke  making  the  rounds  goes: 
"Today  everything  in  politics  is  rela- 
tive— if  you  aren't  one,  you  don't  hav  e  a 
chance." 

— National  Geographic 

Anybody  Listening? 

Let  me  say  here  that  I  only  reveal  the 
secrets  of  motorcycle  enthusiasm  be- 
cause there's  no  doubt  in  my  mind  that 
the  people  who  could  use  the  facts, 
won't.  I  have  no  great  desire  to  attract 
great  swarms  of  people  into  motorcy- 
cling. I  am  preaching  to  the  nonconv  ert- 
ible  as  it  were.  When  nobody  will  listen, 
it  doesn't  matter  what  you  say. 

Riding  motorcycles  is  the  most  fun  you 
can  have  in  public. 

—Allan  Girdler,  Cycle  World 


A  smile  increases  your  face  value.— sign  in  a  London  shop 
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rou  Know  several  people 
re  Crown  Royal, 
they're  very  fortunate. 
So  are  you. 


■ 


■j 


Thomas  Savery  patented  the  first  steam 
engine  before  James  Watt  was  born. 
But  it  remained  for  Watt,  while  strolling 
in  a  Glasgow  park,  to  figure  out  how 
to  triple  the  amount  of  work  a  coal-fired 
steam  engine  could  do.  He  thus  became 
the  father  of  a  radically  redesigned 
engine  that  made  a  critical  stride  in 
efficiency.  He  even  figured  out  a  way  to 
measure  the  work  an  engine  could  do. 

He  called  it  horsepower. 

Mr.  Waft, 

until  you  took  that  walk, 
the  steam  engine 
was  just  a  toy. 


Look  where  the  science  of  energy  is  today. 

Man  is  still  trying  to  make  the  most  of  his  energy 
sources:  the  sun,  wind,  the  atom,  coal,  gas,  water, 
oil,  and  the  earth's  heat. 

Take  the  sun.  Every  40  minutes,  the  earth  receives 
enough  solar  energy  to  meet  man's  needs  for  a  year. 
The  trick  is  to  collect  and  store  it  —  economically. 

Consider  coal.  America's  400-year  supply  can  be 


burned,  or  turned  into  gas  and  oil.  Cleaning  up 
coal's  act  and  converting  it  at  acceptable  cost  are 
problems  yet  to  be  solved. 

Rockwell  is  addressing  a  variety  of  problems 
like  this  in  a  variety  of  ways  through  a  variety  of 
technologies. 

Our  annual  report  talks  about  those  efforts.  If 
you'd  like  a  copy,  just  write  Rockwell  International, 
Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell  valves  up  to  15  feet 
high  and  25  tons  heavy  are  in 
nearly  every  U.S.  nuclear 
power  plant.  In  order  to  close 
quickly  enough,  valves  like 
this  must  generate  1,000,000 
pounds  of  thrust  —  as  much 
thrust  as  rockets  produced 
when  they  put  America's  first 
satellites  into  orbit. 


Today,  2%  of  all  America's 
energy  comes  from  nuclear 
power.  By  2000  AD,  that 
number  must  reach  25-30%  to 
meet  our  energy  needs. 
Rockwell  equipment  and 
technology  are  involved  in 
today's  plants  —  and  in  a  new 
breeder  that  could  produce 
as  much  electricity  from  1.5 
tons  of  uranium  as  today's 
plants  do  from  150  tons. 


One  Rockwell  technology  in 
development  extracts  oil 
from  coal.  Another  extracts 
gas  from  coal.  A  third  lets 
power  plants  burn  high- 
sulphur  coal  without  contam- 
inating the  air. 


According  to  American  Pet- 
roleum Institute  estimates, 
the  U.S.  has  less  than  a  20- 
year  supply  of  known  oil  and 
gas  reserves.  In  present  and 
future  fields,  you  will  find  our 
McEvoy  oil-field  equipment 
helping  to  bring  out  those 
precious  and  diminishing 
energy  reserves  with  a 
minimum  of  waste. 


Rockwell  International 

.  where  science  gets  down  to  business 
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Covered  options  writing  was  an  easy,  profitable  business 
when  premiums  were  high.  Lately,  a  lot  of  the  good  has  gone  out  of  it. 


By  HAROLD  SENEKER 

Last  month  at  the  Financial  Follies, 
the  annual  black-tie  event  in  New  York 
that  features  filet  mignon  and  a  musical 
spoof  of  the  year's  doings  on  Wall  Street, 
the  options  market  rated  a  single,  hard- 
bitten one-liner:  "Adolf  Hitler  is  alive 
and  well,"  the  sophisticated  audience 
from  the  financial  world  was  informed, 
".  .  .  and  he's  trading  options."  It  did 
not  get  a  big  laugh;  for  those  sophisti- 
cated enough  to  understand  what  the 
joke  meant,  it  hurt  too  much. 

Options  trading — in  a  more  innocent 
age  it  was  "puts  and  calls" — is  a  sophisti- 
cated game  that  enables  the  player  to 
think  he  is  smart  to  run  the  risk  of  get- 
ting his  head  handed  to  him.  But  until 
this  year  a  good  many  participants,  ex- 
perts and  novices  alike,  had  seemed  to 
be  enjoying  themselves,  especially  if 
they  were  in  the  options-writing  part  of 
the  action.  Many  an  investor  found  to  his 
delight  that  he  could  make  an  easy  15% 
to  20%  (sometimes  more)  on  his  money 
by  owning  a  stock  and  supplying  specula- 
tors with  call  options  on  it. 

Ever  since  the  first  public  options  ex- 
changes opened  for  business  in  1973, 
speculators  had  been  willing  to  pay  such 
fat  premiums  it  was  hard  for  sellers  not 
to  make  money.  One  bought  a  stock, 
typically  a  familiar,  comfortable  blue 
chip  (IBM  is  a  favorite)  and  sold  someone 
the  right  to  buy  it  for  a  limited  time  at  a 
fixed  price.  Sometimes  the  stock  would 
rise  more  than  enough  to  make  the  writ- 
er regret  selling  the  option.  But  far  more 
often,  the  stock  would  not  rise  so  high — 
often  not  even  to  the  so-called  "strike 
price  — and  the  writer  pocketed  the  pre- 
mium. If  the  stock  dropped,  the  option 
bincr  lost  his  money,  of  course,  but  the 
writer-stockholder  at  least  partially  offset 
his  paper  loss  with  the  cash  in  hand  from 
the  buyer.  .  .  and  wrote  more  options. 
The  buyer,  risking  only  a  couple  of  hun- 
dred dollars  per  contract,  was  lured  by 
big  leverage:  Calls  could,  and  sometimes 
even  did,  jump  500%  or  1,000%  on  only 
somewhat  abnormal  rises  in  stocks. 

Wall  Street  found  it  had  an  exciting 
new  game  requiring  frequent  trading  by 
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The  recent  market  history  of  the  bellwether  90-day,  260  option  on  IBM 
suggests  that  traders  tend  to  disregard  calculable  worth.  A  complex  equation 
known  as  the  Black-Scholes  model  (and  proprietary  variations)  is  widely  used  by 
the  investment  community  to  determine  the  most  probable  "fair"  value  of  an 
option.  To  arrive  at  it,  the  equation  integrates  facts,  patterns  and  probabilities — 
the  price  of  the  underlying  stock,  past  volatility,  dividends,  the  exercise  price  of 
the  option,  time  to  maturity,  commission  costs  and  prevailing  interest  rates.  The 
formula,  developed  by  Fischer  Black  and  Myron  Scholes  at  the  University  of 
Chicago,  is  widely  available,  yet  as  it  applies  to  IBM  options,  the  formula  says 
that  buyers  had  been  buying  much  too  high  until  this  summer,  and  that  since 
then  sellers  have  been  selling  far  too  low.  Possible  reason:  The  model  assumes 
the  stock  market  is  efficient  and  the  next  move  will  be  "random";  that  is,  it  will 
occur  for  an  as-yet-unknown  reason  and  therefore  is  unpredictable  in  direction 
and  size.  Many  options  buyers,  on  the  other  hand,  may  think  they  "know"  the 
next  move  or  may  gamble  that  the  most  recent  move  will  continue.  Options 
sellers?  They  may  be  ignorant  of  the  computer  printouts,  or  guessing  the  market 
will  go  their  way  not  the  buyers'.  (Persons  hedging  stock  market  positions  or 
exploiting  arbitrage  situations  won't  much  care  what  the  overall  level  is.)  —  -H.S. 
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the  players.  Last  year  the  action  in  op- 
tions generated  an  estimated  $350  mil- 
lion. 10%  of  The  Street's  total  commis- 
sion income  in  1976.   Everybody  was 

happy. 

But  this  year,  the  blitzkrieg!  Falling 
stock  prices,  until  the  November  rally, 
made  call-buying  so  visibly  unprofitable 
that  even  rabid  speculators  became  dis- 
couraged. (Calls  still  account  for  nearly 
all  the  exchange  volume.)  The  brokers 
were  unhappy,  too.  After  growing  geo- 
metrically for  several  years,  volume  was 
up  a  relatively  small  21%  through  No- 
vember. This  year,  moreover,  for  the 
first  time  more  than  half  the  total  v  olume 
on  the  Chicago  Board  Options  Exchange 
(which  pioneered  trading  in  listed  op- 
tions and  is  still  by  far  the  largest  market) 
was  trading  by  marketmakers  for  their 
own  accounts.  This  draws  in  no  new 
commission  money.  And  a  growing  por- 
tion of  the  "public  presence  in  the  mar- 
ket is  institutional  business,  heavyweight 
buyers  who  can  and  do  negotiate  com- 
missions sharply  downward. 

The  biggest  blow  of  all.  howev  er,  has 
been  the  devastating  collapse  in  the 
price  structure  of  the  options,  only  partly 
moderated  in  the  recent  rally.  With 
speculators  discouraged  and  plenty  of 
people  still  writing  options,  those  once- 
fat  returns  have  fallen  hard,  to  the  point 


where  it  becomes  uneconomic  for  the 
average,  nonprofessional  investor  to  con- 
tinue writing  calls.  Late  this  fall,  the 
"covered  call  writer  (that  is,  one  smart 
enough  to  ow  n  the  stock  he  sells  options 
on)  could  plausibly  hope  to  see,  on  the 
basis  of  autumn  premiums,  an  average 
annual  return  on  the  order  of  only  10% 
to  12%,  dividends  included.  This,  when 
Treasury  bills  were  yielding  6%,  long- 
term  government  bonds  over  7%  and 
high-quality  corporate  bonds  over  8%. 
For  the  extra  return,  he  was  accepting 
the  risk  of  a  further  drop  in  the  stock  and 
giving  up  all  but  a  small  portion  of  any 
rise,  no  matter  how  great.  Compare  that 
to  last  year,  when  he  might  look  for  15% 
or  more.  Those  were  good  odds. 

At  the  recent  prices,  it  theoretically 
made  sense  for  him  to  become  a  conser- 
vative speculator  and  buy  calls.  (Not  a 
contradiction  in  terms;  that's  the  fellow 
who  keeps  most  of  his  money  in  "risk- 
less'  money-market  instruments  and 
uses  only  a  small  portion,  maybe  just  the 
income,  to  buy  options.  He  may  actually 
exist,  somewhere.) 

All  this  is  true,  of  course,  for  the  inves- 
tor  who  is  looking  only  for  a  good  prob- 
able return,  who  does  not  try  to  predict 
the  next  turn  of  the  market.  The  fellow 
with  the  pipeline  to  the  Hereafter,  who 
"knows   what  the  next  turn  will  be,  rea- 


sons very  differently  {see  chart,  p.  31). 

Last  month  most  options  market 
professionals  were  confidently  awaiting 
that  latter  fellow's  return;  Wall  Street 
has  had  long  and  profitable  experience  in 
the  ways  of  speculators.  "I  overheard  a 
fellow  at  a  financial  analysts'  meeting 
saying  he'd  bought  an  option  at  lA  and 
sold  it  at  IVa  in  the  recent  rally,  says 
William  Mullen,  a  full-time  options  trad- 
er for  inv  estment  counsel  Loomis  Sayles, 
in  explaining  Wall  Streets  confidence. 
"Of  course,  he  didn  t  mention  all  the 
losers  he's  had.  but  when  stories  like  that 
get  out,  they  attract  a  crowd.  Give  us  a 
good,  healthv  stock  market,  and  youU 
see  premiums  go  up  again." 

Precedent  is  certainly  on  The  Street's 
side,  but  next  time  the  speculative  mar- 
ket may  not  prove  quite  as  oblivious  to 
cost  as  in  the  past.  The  makeup  of  the 
options  market  has  been  getting  steadily 
more  professional  and  sophisticated 
since  the  day  public  trading  began.  More 
experts  like  Mullen  are  in  now  and 
throwing  around  more  weight  than  ever. 
Even  smaller  fry  (see  box,  below)  may  be 
getting  savvier.  Writing  calls  may  be- 
come practical  again  for  the  average  in- 
vestor in  the  next  bull  market,  but  no 
one  should  assume  it  will  again  be  the 
easy,  semiautomatic  road  to  profit  it  was 
w  hen  the  game  w  as  new .  ■ 


A  Thundering  Herd  Of  Egos 


Just  who  is  "the  public"  in  the  op- 
tions game?  That  was  the  market 
Merrill  Lynch  had  in  mind  last  May 
when  it  introduced  Options  Alert,  a 
weekly  advice  magazine  for  traders. 
Merrill  Lynch  had  marketing  expert 
Ken  Bernasconi  interview  hundreds 
of  active  traders,  finding  out  who  they 
were,  the  better  to  beguile  them  into 
subscribing  at  $175  a  year. 

Bernasconi  found  that  options  trad- 
ers tended  to  be  in  their  early  40s  or 
younger.  Older  ones  often  owned 
their  own  businesses;  younger  ones 
were  more  likely  to  be  corporation 
types,  ahead  of  their  peers  on  the  way 
up  the  ladder.  Virtually  all  were  col- 
lege-educated. Net  worth,  aside  from 
their  homes,  averaged  SIOO.OOO. 
Strategies  ranged  fiom  very  conserva- 
tive  to  outright  gambling. 

The  typical  trading  person alitv J 
"Very  assertive  and  aggressive,"  Ber- 
nasconi reports.  "A  no-nonsense, 
sleeves-rolled-up  sort  who  tends  to 
be  casual  about  appearances.  We  got 
a  lot  of  chain-smokers.  They  re  will- 
ing to  spend  20  to  40  hours  a  week  working  on  their  options. 

"They  have  huge  egos.  It's  psychologically  important  to 
be  in  on  this  great  new  game  with  mystique  that  also  lets 
them  make  money.  They  think  commodities  markets  are 
strictly  a  crapshoot. 

Options  Alert  s  circulation  is  now  up  to  11,000,  and 


Big  Leaguer:  Full-time  trader  Bill  Mullen 
keeps  up  by  monitoring  1 8  stocks  moment 
by  moment  on  a  Quotron  machine. 


Merrill  Lynch  thinks,  at  these  prices, 
as  many  as  30,000  of  the  estimated 
500. 000  aficionados  will  eventually 
subscribe  (and  the  total  population  is 
still  growing). 

How  well  are  these  traders  doing? 
Bernasconi.  like  other  Wall  Street 
sources,  professes  not  to  know  .  "They 
were  mum  on  that,"  he  says  of  his 
subjects.  He  does  know  ,  though,  that 
each  year  25%  to  50%  of  the  partici- 
pants "burn  out. 

Bill  Mullen  (left)  isn't  mum  at  all. 
"My  portfolio  earned  36%  in  a  good 
year."  says  this  professional  trader. 
"This  year.  15%  to  18%. "  He  is  speak- 
ing of  the  options  part  of  a  municipal 
pension  fund  he  runs,  along  with  cus- 
tomer and  company  options  accounts 
for  Loomis  Sayles.  the  investment  ad- 
visers. But  Mullen  doesn  t  speculate. 
His  method  is  quick  turnover  of  many 
small,  safe  bets:  writing  calls  with 
near  expirations  and  little  risk,  or 
scalping  fractional  profits  from  price 

  discrepancies  between  options  or  an 

option  and  its  stock. 
"A  lot  of  my  trades  wouldn't  be  profitable  without  the 
reductions  I  can  negotiate  on  commissions,"  he  figures. 
That  alone  accounts  for  almost  a  third  of  my  total  options 
return.  At  least  60  big.  institutional  accounts  like  his,  with 
their  muscle,  are  now  in  the  market  getting  there  first  and 
using  up  ever  more  of  those  profit  opportunities.      — H.S. 
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The  Great  Energy  Debate — 
Who  Gets  The  $25-Billion  Pie? 


The  National  Energy  Plan  about  to  pass  Congress  will  mean 
no  jarring  shift  in  America's  energy  use,  only  higher  prices. 
The  real  issue  all  along  has  been  money,  not  sacrifices. 


By  JOHN  BERRY 

The  cloud  of  political  rhetoric  that  has 
obscured  many  energy  issues  for  the  last 
two  years  is  about  to  lift.  Congress  is 
ready  to  pass  a  modified  version  of  Jim- 
my Carter's  National  Energy  Plan  that 
will  give  the  oil  and  gas  industry,  utili- 
ties, businessmen  and  consumers  some 
certainty  about  U.S.  energy  policy  in  the 
years  ahead.  The  bill  s  significance  lies  in 
the  fact  that  it  leaves  the  American  ener- 
gy scene  little  changed. 

Energj  prices  will  go  up,  and  up  and 
up  some  more.  Oil  should  be  at  least  $25 
a  barrel  by  1985.  Home  owners  will  be 
[Hitting  more  insulation  in  their  attics 
and  installing  storm  windows.  Detroit 
will  be  turning  out  more  efficient  cars. 
Electric  utilities  will  build  lew  if  any 
power  plants  fueled  by  oil  or  gas.  Nor 
will  large  new  industrial  plants  use 
them.  Where  it  is  economic,  some  older 
plants  will  be  converted  to  coal  use. 
Thousands  upon  thousands  of  new  ml 
and  gas  wells  will  be  drilled  in  the  U.S. 
each  year.  But  all  those  things  have  been 
happening  in  the  U.S.  anyway,  and  with 
far  less  notice  than  they  deserved. 

The  trouble  was,  presidential  candi- 
date Carter  campaigned  claiming  that 
the  U.S.  was  the  only  major  industrial 
nation  without  an  energy  policy.  It 
wasn't  true,  but  the  public  accepted  the 
charge  at  face  value  because,  as  one  en- 
ergy economist  puts  it,  "We  have  a  pre- 
occupation with  the  grandiose.  Most 
I  )i  ■(  >pU — certainly  Carter — overlook*  <  1 
both  what  government  had  done  and 
what  they  themselves  were  doing  in  re- 
sponse to  the  shocks  of  1973  and  1974. 

The  bill  Congress  is  about  to  pass  does 
not  include  everything  Carter  asked  for, 
but  the  five  major  elements  are  intact: 
higher  oil  prices,  higher  gas  prices,  con- 
servation, coal  conversion  and  utility 
rate  reform.  Most  of  the  wrangling  this 
year  was  not  over  the  bill's  objectives, 
nor  even  the  means  to  achieve  them,  hut 
how  to  cut  up  a  $25-billion-plus  pie. 

The  pie  has  been  created  by  the  U.S. 


government.  For  many  years,  it  has  reg- 
ulated natural  gas  prices,  which  are  now 
tar  below  comparable  oil  prices.  Similar- 
ly, U.S.  oil  prices  have  been  controlled 
since  1971  and  now  av  erage  $8.45  a  bar- 
rel, about  $6  a  barrel  less  than  the  land- 
ed cost  ot  imported  oil.  These  differ- 
ences between  controlled  and  market 
prices  for  oil  and  gas  are  currently  worth 
about  $50  billion  a  year.  About  one-tenth 
of  this  goes  to  U.S.  refiners,  but  most  of 
it  benefits  consumers.  Since  no  one  has 
seriously  proposed  bringing  all  natural 
gas  prices  up  to  market  levels,  the  strug- 
gle oxer  the  NEP  pie  has  centered  on 


the  $14  billion  worth  of  difference  in  oil 
prices  and  the  approximately  $11  billion 
that  ultimately  hinges  on  how  the  price 
of  newly  discovered  gas  is  controlled. 

Here  is  the  outlook  for  the  final  ver- 
sion of  the  NEP: 

It  will  include  a  crude  oil  equalization 
tax,  intended,  over  a  three-year  period, 
to  bring  the  cost  of  U.S.  crude  oil  up  to 
world  levels.  According  to  Charles 
Schultze,  chairman  ol  the  Council  of 
Economic  Advisors,  oil  consumers  cur- 
rently get  only  about  two-thirds  of  the 
benefit  of  holding  down  crude  costs.  Re- 
finers have  been  getting  the  other  third 
as  higher  profits. 

Okay.  So  the  government,  after  the 
phase-in  period,  has  $14  billion  instead. 
What  does  it  do  with  it'J  The  oil  industry 
and  Senator  Russell  Long  (D — La.), 
chairman  of  the  Senate  Finance  Com- 
mittee, want  it  given  back  to  the  indus- 
try on  the  promise  that  it  would  be  spent 
on  exploration — even  though  it  is  al- 
ready drilling  about  45. 0(H)  new  wells  a 
year.  The  Administration  wanted  to  pass 
part  of  the  benefits  back  to  persons  using 
oil  lo  heat  their  homes  and  pay  a  large 
chunk  of  the  remainder  to  each  taxpayer 


in  the  form  of  a  tax  credit.  Chances  are, 
the  industry  will  get  some,  but  not  very 
much,  of  the  $14  billion. 

Natural  gas  prices  will  be  going  up, 
with  new  discoveries  being  priced  at 
least  at  $1.75  per  thousand  cubic  feet 
compared  to  less  than  $1.50  now.  The 
final  compromise  could  be  higher,  with 
the  industrv  and  consumers  splitting  that 
$11  billion.' 

But  what  was  happening  to  prices  any- 
way? The  average  retail  price  of  gas  rose 
88%  in  the  three  years  ending  last  July. 
And  the  wellhead  price  of  newly  discov  - 
ered gas  has  more  than  tripled  in  the  last 


three  years  even  without  NEP.  Under 
current  law,  average  domestic  crude  oil 
prices  were  rising  10%  a  year,  too.  And 
since  an  ever-higher  proportion  of  all  oil 
consumed  in  the  U.S.  was  being  import- 
ed, the  average  cost  of  all  crude  being 
used  by  refiners  was  rising  even  faster. 
NEP  simply  accelerates  the  present 
trend  and  redistributes  the  income  away 
from  the  industry. 

The  picture  is  hardly  different  regard- 
ing conservation.  Both  the  House  and 
Senate  versions  of  NEP  provide  income- 
lav  credits  lor  installation  of  insulation 
and  energy-saving  devices  in  the  home. 
Between  now  and  1985  these  credits 
would  cumulatively  cost  $9.3  billion  (in 
the  Senate  version)  or  $4. 1  billion 
(House  version).  The  credit  would  be 
20% — $400,  maximum,  on  an  expendi- 
ture of  $2,000.  Are  such  credits  needed? 
Probably  not.  With  no  incentive  other 
than  a  realization  of  obvious  sell-interest, 
Americans  have  been  insulating,  and 
reinsulating,  their  homes  at  so  rapid  a 
clip  that  there  are  widespread  shortages 
of  insulating  materials. 

The  most  important  part  ol  the  law 
affecting  conservation  is  already  on  the 


".  .  .  People  overlooked  what  government  had  done  and  they 
themselves  were  doing  after  the  shocks  of  1 973  and  1 974  .  .  .' 
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nooks:  mileage  standards  for  U.S.  auto- 
mobiles. The  Energy  Policy  &  Conserva- 
tion Act  of  1975  set  a  required  fleet 
average  of  18  mpg  for  the  1978  models, 
which  rises  to  27.5  mpg  in  1985.  Manu- 
facturers now  have  to  pay  a  penalty  if 
they  fail  to  meet  the  target,  which  is  one 
reason  Ford  and  CM  have  cut  the  price 
of  their  suhcompacts  this  year.  They 
want  to  make  sure  their  customers  will 
buy  the  mix  of  big  and  little  cars  they 
plan  to  produce.  NEP  will  only  tighten 
present  law  either  by  taxing  less-efficient 
ears  beginning  next  year  or  by  prohibit- 
ing production  of  really  inefficient  cars 
after  1979. 

Another  important  element  of  NEP, 
coal  conversion,  is  also  not  new.  Because 
of  controls  included  in  the  1974  Energy 
Supply  &  Conservation  Act,  and  the 
higher  prices  in  prospect,  the  American 
Boiler  Manufacturers  Association  says  no 
orders  for  large  oil-  or  gas-fired  boilers 
have  been  placed  since  mid- 1975. 

Basically,  NEP  will  heavily  tax  the  use 
of  oil  and  natural  gas  for  heat  generation 
purposes  in  large  utility  and  industrial 
plants,  although  for  environmental  and 
other  reasons  some  exceptions  will  be 
allowed.  At  the  same  time,  much  of  this 
tax  will  be  rebated  to  help  companies 
that  are  converting  to  coal.  Many  econo- 
mists are  skeptical  that  conversion  will 
proceed  as  fast  as  the  Administration  has 
projected  even  with  the  penalties  and 
incentives.  Even  John  O'Leary,  Secre- 
tary  James   Schlesinger  s  number-two 


man  at  the  new  Department  ol  Energy, 
s,i\s  gloomily,  "Will  it  be  done?  The 
answer  is,  probablv  not  The  reason  is  an 
enormous  amount  of  inertia  in  the  sys- 
tem with  regard  to  the  use  of  coal.  This  is 
going  to  be  tin  ust  upon  a  totally  unwill- 
ing or  essentially  unwilling  market. 

The  final  element  of  NEP,  reform  of 
utility  rate  regulation,  will  come  least 
close  to  what  darter  wanted.  The  De- 
partment of  Energy  will  have  no  power 
to  force  state  regulators,  for  example,  to 
abandon  so-called  declining  block  rates, 
under  which  energy  becomes  cheaper 
the  more  it  is  used,  or  to  adopt  time-of- 
dav  pricing.  The  issue  prov  ed  to  be  state 
versus  federal  regulations,  and  the  for- 
mer won. 

What  does  it  all  add  up  to?  Energy 
Secretary  James  Schlesinger  now  esti- 
mates that  the  changes  in  NEP  are  like!) 
to  reduce  oil  imports  by  about  1.3  mil- 
lion barrels  per  day  less  in  1985  than 
the  4.5-million-barrels-per-day  reduc- 
tion the  White  House  has  envisioned. 
But  hardly  anyone  ever  accepted  the 
original  figure  anyway. 

When  the  Congressional  Budget  Of- 
fice analyzed  part  of  the  original  plan,  it 
concluded  the  savings  would  likely  be  at 
least  900, (XX)  barrels  per  day  less  than 
claimed.  Data  Besourees,  Inc.,  the  eco- 
nomic consulting  firm  headed  by  Otto 
Eckstein,  reached  the  same  conclusion. 
And  so  did  John  Lichtblau  of  the  Petro- 
leum Industry  Beseareh  Foundation  an 
industry-backed  study  group  The  prin- 


cipal point  of  difference:  coal  conversion 
expectations.  Says  Lichtblau:  "Even  if 
everything  [the  Administration]  wanted 
to  do  was  done,  there  was  no  way  they 
could  have  come  up  with  an  import  level 
of  only  6-to-7-million  barrels  a  day.  Their 
program  will  not  affect  the  standard  of 
living  one  iota  \nd  without  that,  they 
can't  achieve  what  they  want." 

Lichtblau  believes  oil  imports  will  be 
running  nearly  10  million  barrels  a  day  in 
1985,  while  DBI  predicts  somewhat 
more.  Nevertheless.  Schlesinger,  a  Cas- 
sandra all  year,  is  beginning  to  sound 
optimistic  notes.  "We  can  make  the  ad- 
justments we  need,"  he  now  says,  flatly. 
"No  one  can  say  precisely  how,  because 
market  adjustments  will  be  part  of  it.  By 
1985  we  are  going  to  have  a  fundamen- 
tally energy-conscious  people,  and  hu- 
man behavior  is  far  more  flexible  than 
our  computer  models 

Perhaps  Schlesinger,  with  NEP  close 
to  passage  and  the  political  tug-of-war 
nearly  over,  is  relaxing  a  little.  Whatever 
the  cause,  he  seems  to  be  placing  much 
more  confidence  in  the  marketplace  than 
earlier  in  the  year.  The  whole  point  of 
NEP,  as  he  explained  it,  was  to  limit  oil 
imports  and  thereby  reduce  chances  of  a 
worldwide  supply  crunch  in  the  mid- 
1980s.  Once  NEP  is  on  the  books,  and 
with  the  prospect  of  slow  economic 
growth  limiting  oil  demand  in  many  oth- 
er industrial  nations,  even  the  Adminis- 
tration may  acknowledge  that  the  danger 
ol  such  a  crunch  is  receding.  ■ 


Secretary  Blumenthal  Leaving 
Saudi  Arabia  Last  Month:  In  the 

air,  a  promise  of  an  oil  price  freeze. 


A  Rational  Monopoly? 

Later  this  month  in  Caracas,  Venezuela,  the  ministers  from  the  members 
of  the  Organization  of  Petroleum  Exporting  Countries  will  meet  to  decide 
the  world  price  of  oil  lor  1978.  With  North  Sea  and  Alaska  oil  coming  on 
stream,  Mexico  stepping  up  production,  and  demand  sluggish  because  of 
slow  economic  growth  in  many  countries,  there  is  plenty  of  oil  around. 
V  enezuela,  for  instance,  recently  began  discounting  the  price  of  its  oil  by  50 
cents  to  75  cents  a  barrel.  The  oil  cartel,  in  short,  is  a  lot  stronger  than  the 
oil  market  right  now. 

It  is  for  such  reasons  that  Treasury  Secretary.  W,  Michael  Blumenthal 
returned  from  a  swing  through  the  Middle  East  last  month  with  high  hopes 
that  another  still  rise  in  oil  prices  could  be  av  oided.  In  Saudi  Arabia.  Kuwait 
and  Iran,  Blumenthal  had  argued  for  a  freeze  in  oil  prices,  citing  the 
inflation  problems  of  the  consuming  nations  that  were  already  hurting  their 
economic  recoveries.  The  Saudis,  with  more  money  than  they  can  spend 
already,  and  pleased  with  President  Carter  s  present  policy  in  the  Middle 
East,  were  agreeable.  Crown  Prince  Fahd  told  Blumenthal  that  they  would 
urge  a  freeze.  The  Shah  of  Iran,  anxious  over  his  long  shopping  list  of 
sophisticated  military  hardware,  all  but  promised  a  freeze  and  later  made  it 
definite  when  he  saw  Carter  in  Washington. 

Together,  Saudi  Arabia  and  Iran  account  for  about  half  of  OPEC  s 
production;  they  can  dominate  the  Caracas  deliberations.  Some  Adminis- 
tration officials  now  think  the  odds  for  a  price  freeze  are  overwhelming. 
Adjusted  for  inflation,  world  oil  prices  are  already  lower  than  they  were  just 
after  the  huge  increases  at  the  end  of  1973.  A  freeze  would  mean  they 
would  be  lower  still  a  year  from  now. 

OPEC  has  the  power  to  raise  the  price  and  increase  its  income.  But  any 
rational  monopoly  knows  that  it  had  best  keep  its  eye  on  optimizing  its 
income  in  the  long  run,  not  maximizing  it  next  year.  With  non  price 
considerations  as  a  spur,  OPEC  seems  to  be  behav  ing  rationally.        — J.B. 
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Hard  Trading  In  Soft  Drinks 

Conglomerates  and  the  superbottlers  of  the  future 
are  fast  consolidating  one  of  America's  last  small-town  industries. 


Back  in  1894,  Jacob  Richter 
started  selling  sarsaparilla  in 
frontier  Fresno,  Calif.  A 
couple  of  months  ago,  Jacob 
Richter  s  grandsons  sold  the 
business,  now  a  collection  of 
Pepsi-Cola  franchises  in 
central  California,  to  the 
Liggett  Group  for  an  esti- 
mated $20  million. 

Back  in  1919,  Thomas  J. 
Moore  did  The  Coca-Cola 
Co.  a  favor  by  accepting  one 
of  its  bottling  franchises  in 
Minnesota.  Tom  Moore's 
heirs  are  collecting  over  $11 
million  of  Twentieth  Cen- 
tury-Fox' Star  Wars  loot  for 
their  40%  interest  in  Coca- 
Cola  Bottling  Co.  of  the 
Midwest. 

In  Florida,  70-year-old  entrepreneur 
Carl  Floyd  has  just  sold  out  his  28V2% 
interest  in  his  little-theater,  soft-drink 
and  real  estate  company  (1977  revenues: 
about  $14  million)  for  $3.6  million,  or 
$13  a  share,  to  a  company  that  agreed  to 
tender  it  to  another  company  at  $15.75, 
50%  above  its  price  on  the  over-the- 
counter  markets  a  few  weeks  earlier.  In 
Lenexa,  Kan.,  Robert  W.  Wagstaff  got 
$14.5  million  for  his  51%  interest  in 
Coca-Cola  Bottling  of  Mid-America  from 
the  Coca-Cola  Bottling  Co.  of  Los  Ange- 
les— which  was  itself  then  acquired  by 
Northwest  Industries  for  $194  million — 
nearly  twice  its  previous  market  value. 

What's  going  on  here?  It's  the  massive 
consolidation  of  one  of  the  last  of  Ameri- 
ca's small-town  industries.  Fragmented 
into  thousands  of  independent  business- 
es holding  exclusive  Coke,  Pepsi,  Dr. 
Pepper,  7-up  and  other  franchises  grant- 
ed years  ago,  soft-drink  bottling  has  been 
a  nice,  sleepy,  little  enterprise  for  dec- 
ades. In  the  decade  ahead,  it  will  be 
dominated  by  multifranchise  combines 
and  conglomerates — superbottlers. 

In  1967  there  were  3,554  soft-drink 
bottling  plants  in  the  U.S.  Earlier  this 
year  there  were  2,133,  and  their  number 
is  shrinking  steadily  as  big  bottlers  buy 
up  smaller  bottlers  nearby,  close  their 
plants  and  apply  the  economies  of  scale 
to  their  own  central  plants. 

Meanwhile,  soft-drink  consumption 
keeps  going  up — up  10%  in  volume  last 


year,  up  about  6%  this  year,  and  expect- 
ed to  grow  another  5%  to  7%  next  year 
and  the  year  after  that. 

Just  as  important,  the  soda-pop  mar- 
ket isn  t  as  elastic  as  had  been  assumed. 
Bottlers  discovered  that  fact  in  1974, 
when  sugar  went  to  70  cents  a  pound  (it's 
now  back  to  about  12  cents  a  pound). 
When  they  raised  their  prices  50%  in- 
dustrywide, the  market  flattened  for  a 
year  but  then  started  up  again.  When 
sugar  went  down  again,  they  kept  a  lot  of 
that  higher  price  structure.  The  result 
has  been  pretax  margins  for  some  com- 
panies of  more  than  15%  lately  in  an 
industry  that  used  to  consider  8%  or  9% 
pretty  good. 

Thus,  the  larger  bottling  companies 
have  been  growing  in  size  and  profitabil- 
ity faster  than  American  business  as  a 
whole  for  several  years — 37%  five-year 
compounded  annual  earnings  growth, 
for  example,  for  MEI  Corp.,  once  a  Min- 
neapolis-based transit  company,  now  a 
bottling  combine;  19.2%  (until  a  damag- 
ing price  war  this  year  with  General 
Cinema)  for  Coca-Cola  Bottling  Co.  of 
Miami;  18%>  for  Associated  Coca-Cola 
Bottling,  a  central  Florida  bottler  which 
covers  Disney  World  country  and  holds 
the  Coke  franchise  for  the  future  boom- 
town  of  Atlantic  City,  N.J. 

All  this  in  a  simple,  straightforward 
business  where  conventional  wisdom 
works;  maximize  volume  and  you  maxi- 
mize profit.  Says  Henry  M.  O'Neill  Jr., 


president  of  Columbus, 
Ohio's  Beverage  Manage- 
ment, Inc.:  "It  takes  the 
same  time  and  the  same  gas 
to  take  a  truck  to  a  store  and 
unload  20  cases  as  two.  "  The 
packaging  revolution  from 
the  six-pack  to  the  64-ounce 
bottle  has  helped  volume, 
and  fast-growing  brands  like 
Dr.  Pepper,  which  has  dou- 
bled volume  every  five  years 
since  1960,  have  helped  ex- 
pand the  market. 

"It's  just  a  nice,  relatively 
simple  business  that's  rid- 
den through  depressions, 
inflations  and  sugar  crises, 
making  a  pretty  good  aver- 
age profit,"  says  James  V. 
Johnson,  president  of  Coca- 
Cola  Bottling  Co.  Consolidated  of  Char- 
lotte, N.C.  "It's  a  good  cash  flow  busi- 
ness because  it's  got  some  rapid  wri- 
teoffs, and  we're  not  gonna  be  kicked  out 
by  some  third-generation  computer. 
We're  really  not  doing  things  a  whole  lot 
different  than  we  did  75  years  ago.  In 
fact,  we're  a  lot  like  the  Post  Office." 

That's  the  sort  of  combination  that 
makes  a  big,  acquisition-minded  com- 
pany misty-eyed.  So,  the  Liggett,  North- 
west and  Fox  acquisitions  may  not  be 
their  last.  They  aren't  alone  in  the  game. 
Burnup  &  Sims,  a  telecommunications 
company,  was  the  high  bidder  for  Carl 
Floyd's  Floyd  Enterprises,  beating  out 
MEI.  Wometco  Enterprises,  a  leisure 
conglomerate,  owns  four  bottling  compa- 
nies. Pacific  Intermountain  Express,  a 
trucking  company,  has  bottling.  So  do 
Beatrice  Foods,  Borden,  Universal 
Foods,  Westinghouse,  IC  Industries, 
Mid-Continent  Industries,  RKO  Gener- 
al. Last  month,  in  a  joint  venture,  Ja- 
pan's giant  Kirin  Brewery  Co.  bought  a 
Coke  franchise  in  Laconia,  N.H. 

Nor  are  those  all  the  players.  Tradi- 
tionally, the  big  syrup  companies,  the 
Coca-Cola  Co.  in  Atlanta,  for  example, 
and  New  York's  PepsiCo,  were  content 
to  own  only  a  relative  few  of  their  hun- 
dreds of  franchised  plants.  That  may  be 
changing.  Dr.  Pepper  lias  bought  out  its 
bottling  franchises,  in  Houston  and  Los 
Angeles. 

The  big  franchise  bottlers  have  a  long 
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head  start  in  the  acquisition  scramble.  As 
early  as  1913,  C.J.  Root  (whose  Root 
Glass  Co.  also  designed  the  original 
Coca-Cola  bottle)  was  putting  together 
the  first  of  the  franchises  that  would 
become  Associated  Coca-Cola.  But  some 
have  wandered  in  almost  casually.  Carl 
Floyd  got  into  bottling  in  1969  when  he 
was  buying  a  couple  of  theaters  in  Ft. 
Myers,  Fla.  He  agreed  to  take  a  run- 
down Pepsi  plant  as  well.  He  got  onto  a 
good  thing:  Theaters  and  bottling  com- 
panies go  well  together.  The  first  is  a 
highly  volatile  cash  generator,  the  sec- 
ond highly  stable  and  capital-intensive. 

The  company  that  raised  that  discov- 
ery into  the  big  time  is  General  Cinema, 
now  probably  the  biggest  and  certainly 
one  of  the  toughest  bottling  companies. 
Since  1968,  it  has  built  bottling  acquisi- 
tions into  a  $200-million  business  that 
now  produces  more  revenues  than  the 
company's  700-plus  theaters,  and  two- 
thirds  of  operating  profits. 

But  recently,  GC  has  also  provided  a 
foreshadowing  of  what  may  happen  in 
this  business  as  big  outfits  move  in 
against  smaller  ones.  For  a  good  deal  of 
1977  the  GC-owned  Pepsi  bottler  in 
south  Florida  and  Coca-Cola  of  Miami 
have  been  waging  a  fierce  price  war.  The 
tactics  have  made  possible  discounts  at 
retail  of  up  to  50%  on  Coke  and  Pepsi. 


The  most  visible  casualty  is  Miami 
Coke's  bottom  line.  "It  hasn't  hurt  our 
market  share  one  bit,"  says  a  Miami 
Coke  senior  vice  president  and  treasur- 
er, W.  Terry  Williams.  "In  fact  we've 
grown.  But  our  third  quarter  was  one  of 
the  worst  ever  and  our  fourth  quarter 
obviously  is  going  to  suffer." 

Three  other  uncertainties  hang  over 
the  bottling  business.  One  is  the  growing 
likelihood  of  a  ban  or  restriction  on  sac- 
charin (despite  its  18-month  congres- 
sional reprieve).  Diet  drinks  are  a  grow- 
ing part  ol  soft-drink  consumption  (about 
10%  nationally,  up  to  30%-  of  production 
of  bottlers  like  Coca-Cola  Midwest),  and 
since  sugar  costs  20  times  as  much,  they 
are  more  profitable. 

The  second  worn  is  the  trend  toward 
mandatory-deposit  cans  and  bottles  laws 
like  Oregon's.  That  would  cause  vast  dis- 
locations for  bottlers  like  Coke  of  New 
York,  whose  production  is  almost  all 
nonreturnable  cans  and  bottles.  It  would 
also  require  new  equipment  and,  short 
term,  would  probably  clobber  the  fast- 
growing  canned-drink  market.* 

The  third  cloud  scared  the  business 
badly  a  few  years  ago — a  Federal  Trade 
Commission  staff  proposal  to  strike  down 
territorial  restrictions  outright  as  viola- 
tions of  the  antitrust  laws,  thus  wiping 
out  overnight  much  of  the  value  of  fran- 


chises. (That  threat  now  seems  more  re- 
mote The  U.S.  Supreme  Court  ruled 
last  June  in  a  similar  case  that  territorial 
franchises  are  not  monopolistic  pei  se.) 

Further,  the  big  increases  in  con- 
sumption may  be  largely  over.  The  18- 
to-34-year-old  soft-drink  addicts  who  ex- 
ploded demand  in  the  Sixties  have  so  lai 
confounded  demographers  who  predict- 
ed falloffs  as  the  U.S.  population  ma- 
tured— they  didn't  all  stop  drinking 
Pepsi  Light  when  they  turned  35 — but 
some  of  that  shading  is  happening. 

Nevertheless,  if  one  thing  is  clear  to 
most  bottlers,  large  and  small,  it  is  that 
no  matter  what  happens,  the  bigger  you 
are  the  better  oil  you  re  going  to  be. 

"It's  sheer  economics,"  says  Jim  John- 
son of  Consolidated,  "the  packaging  pro- 
liferation, the  need  for  machinery  to  pro- 
duce everything  from  a  61/2-ounce  bottle 
to  a  2-liter  bottle,  the  pressure  by  con- 
sumers and  the  government  to  build 
plants  to  higher  standards.  It's  just  the 
maturing  of  an  industry.  After  all,  we 
used  to  have  300  automobile  manufac- 
turers; now  we  have  four." 

For  these  reasons,  the  consolidation  1 
promises  to  go  on,  the  prices  to  get 
stiller.  One  bottler's  rule  of  thumb  for  a 
contiguous  franchise  used  to  be  five  to 
seven  times  cash  flow.  Now  the  company 
doesn't  set  a  price  limit;  it  depends  on 
what  sort  of  economies  can  be  gained. 

Benjamin  W.  Heineman,  Northwest 
Industries'  president,  who  bought  Coke 
of  Los  Angeles,  has  no  doubts  about  the 
economics.  Even  at  15  times  earnings, 
he  says  Coke  of  LA  will  produce  a  dis- 
counted cash  flow  return  after  taxes  "in 
excess  of  our  12%  minimum  criteria  for 
an  acquisition."  Joseph  C.  Frazzano, 
beverage  analyst  for  Oppenheimer  & 
Co.,  calculates  that  a  good  bottling  com- 
pany bought  for  12'/2  times  earnings  with 
no  debt  could  produce  a  22%  return  over 
the  life  of  the  investment. 

So  far,  even  the  losers  win;  MEI 
stands  to  make  $890,000  on  its  Floyd 
shares  by  tendering  to  Burnup  6c  Sims. 
MCA,  which  tried  to  buy  Coke  of  LA 
before  Northwest  Industries'  S40-a-share 
tender  offer  in  October,  invested  less 
than  $4  million  in  its  initial  position  and 
tendered  it  for  nearly  S7  million. 

"In  the  old  days,"  says  Midwest  Coke 
Chairman  Thomas  J.  Moore,  "Coca-Cola 
was  almost  a  religion,  not  a  business.  For 
years,  my  Dad  never  talked  about  profit. 
All  anybody  ever  talked  about  was  the 
v  alue  of  your  franchise  going  up.  " 

On  balance — God,  the  FTC  and  Con- 
gress willing — it  looks  like  Tom  Moore 
Sr.  was  absolutely  right.  ■ 


*Mandatory  deposit  laws  aren't  always  bad 
news  to  bottlers.  In  Oregon,  for  example,  says 
Theodore  R.  Gamble,  Pepsi  bottler  of  Port- 
land, the  returnable  law  actually  helped  the 
major-brand,  smidl  battlers  because  it  hurt 
the  largely  canned  volume  of  private  labels. 


One  Bottler's  Blitz 


Luck:  Denver's  Orange  Crush  may 
win  a  Super  Bowl,  but  a  local  bottling 
firm  already  is  winning  supersales. 


Put  75,000  frenzied  fans  in  a  stadium 
chanting,  "Orange  Crush!  Orange 
Crush! "  and  what  have  you  got?  For 
the  fans,  it's  the  orange-jerseyed  de- 
fensive platoon  of  the  Denver  Bron- 
cos, the  winningest  team  in  profes- 
sional football.  For  Joseph  Iacino,  63, 
it's  a  gift  from  heaven.  "This  happens 
once  in  a  lifetime,"  says  the  president 
I  of  Denver's  Hires  Bottling  Co. 

Iacino's  family-owned  company  has 
the  Orange  Crush  franchise  in  Den- 
ver. He's  been  bottling  soft  drinks  for 
39  years,  but  there's  never  been  any- 
thing like  this.  In  October,  when  the 
nickname  caught  on  big  in  Denver 
(and  the  mean  temperature  was  53 
degrees),  Orange  Crush  sales  were 
up  25%  over  1976,  to  about  80,000 
cases.  By  November,  when  it  became 
a  sports  byword  nationally  'and  the 
temperature  was  40  degrees),  sales 
had  jumped  to  100,000.  Orange 
Crush  even  lifted  sales  of  its  compan- 
ion flavors,  Strawberry  Crush  and 
Grape  Crush,  by  18%.  In  the  cola- 
dominated  soft-drink  market,  Iacino 
estimates  that  Orange  Crush  now  has 
about  a  10%  share  in  Denver. 

And  if  the  Broncos  make  it  to  the 
Super  Bowl  ...  "I  don't  think  peo- 
ple even  dream  of  anything  like  this,  " 
says  Joe  Iacino.  —Thomas  Jaffe 
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Diamond 

Shamrock  In  Clover 

Yes,  reader,  2  +  2  can  =  5 


It  is  easy  to  make  a  merger — almost 
anyone  can  do  it.  Making  a  merger  work, 
however,  is  hard.  Making  a  merger  work 
as  well  as  the  union  known  as  Diamond 
Shamrock  is  beyond  hard  work.  It  bor- 
ders on  an  act  of  genius.  Meet  Bill 
Bricker,  Diamond  Shamrock  s  near-ge- 
nius of  a  president. 

It  was  ten  years  ago  that  two  middle- 
sized  companies,  each  trying  to  avoid  an 
unfriendly  takeover,  decided  to  throw  in 
their  lots  together.  Cleveland-based 
Diamond  Alkali  was  producing  record 
earnings  on  $233  million  in  sales  of  com- 
modity chemicals  like  chlorine,  caustic 
soda  and  silicates,  but  it  was  not  in  the 
same  league  with  Du  Pont,  Dow  or 
Union  Carbide.  Shamrock  Oil  &  Gas, 
headquartered  in  Amarillo,  Tex.,  with 
$13-million  profit  on  $91  million  in  sales, 
was  a  sizable  petroleum  producer,  but  it 
wasn't  wealthy  enough  to  diversify  and 
buy  up  chemical  companies  as  was  the 
fashion  for  oil  companies  then.  So  the 
two  made  a  marriage  in  a  $286-million 
stock  swap.  Then,  recalls  C.  A.  Cash,  an 
outspoken,  homegrown  Texan,  then 
president  of  Shamrock,  "we  looked 
around  for  someone  with  a  mind  and  a 
temper  still  flexible  enough  to  learn  to 
understand  both  sides  of  the  business.  " 

They  found  him  in  a  chemical  division 
of  Northwest  Industries.  William 
Bricker  was  37.  A  Michigan  farm  boy,  he 
had  started  out  his  career  as  a  salesman 
of  agricultural  chemicals.  Now  he  was  an 
executive  vice  president,  but  of  a  small 
part  of  a  large  company.  Not  surprising- 
ly, when  Diamond  Shamrock  made  its 
offer,  he  didn't  refuse. 

Bricker  proved  himself  by  first  turning 
around  Diamond  Shamrock's  agricultur- 
al chemicals  division  in  a  three-year  span 
from  a  $2.7-million  operating  loss  to  a 
$2-million  aftertax  profit.  Then  the  ge- 
nial but  aggressive  salesman  became 
synonymous  with  the  company  s  efforts 
to  open  up  communications  among  var- 
ious management  levels.  Bricker  spon- 
sored a  program  of  weekend  encounter- 
like  sessions  in  the  hope  of  promoting 
company  teamwork. 

You  think  this  is  easy?  Consider,  say, 
the  U.S.  Navy,  with  its  black-shoe  sur- 
face-vessel officers  backbiting  its  brown- 
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shoe  aviators,  stopping  only  to  gang  up 
against  Biekover's  submarine  men.  And 
that  kind  of  rivalry  is  organic.  Just  think 
what  kind  of  tension  is  possible  between 
northern  chemical  engineers  and  south- 
ern wildcatters  who  are  suddenly  grafted 
together  by  market  and  circumstance. 

By  the  time  Bricker  became  Diamond 
Shamrocks  chief  executive  officer  in 
f976,  the  wisdom  of  the  merger  was 
clear — and  so  was  the  basic  tension.  Oil 
and  gas  earnings  were  spurting  furiously 
ahead,  while  chemicals  were  approach- 
ing the  trough  of  their  relentless  cycle.  A 
third  grouping,  diversified  technology 
and  services,  a  small  hodgepodge  of  new 
projects,  limped  behind  the  two  giants. 

Bricker  restructured.  He  divided  the 
company  into  four  operating  units:  in- 
dustrial chemicals  and  plastics;  biosci- 
ences and  metals;  international  and  di- 
versified technology;  and  oil  and  gas. 
The  result  was  far  more  than  cosmetic.  It 
put  the  cyclical  and  the  growth  areas  on 
an  equal  footing  in  competing  for  corpo- 
rate cash  for  future  development.  To 
make  sure  there  was  no  misunderstand- 
ing, he  raised  two  men  up  to  the  vice 
presidential  level  of  the  company's 
chemical  and  oil  and  gas  chiefs.  "All 
these  men  have  a  shot  at  taking  my  place 
now,  and  all  of  them  know  it.  Their 
ability  to  run  their  own  divisions  well 
and  still  make  decisions  with  me  for  the 
benefit  of  the  whole  company  will  deter- 
mine who  gets  promoted,  says  Bricker. 
In  short,  no  favored  place  for  the  oil  unit, 
which  now  contributes  over  40%  of  Dia- 
mond's earnings. 

It  is  diff  icult,  in  view  of  the  short-term 
outlook,  not  to  put  all  of  the  chips  into  oil 
and  gas.  The  company's  successful  find 
ratio  for  the  first  nine  months  of  1977  was 
an  astounding  80%,  a  good  13  percent- 
age points  above  the  industry  average. 
Moreover,  all  the  company  s  reserves 
are  now  on  U.S.  land  or  in  U.S.  waters,  a 
policy  set  in  1973  when  the  company 
encountered  political  trouble  while  drill- 
ing in  the  Aegean  and  offshore  Gabon. 

Yet  chemical  operations  are  nothing  to 
wink  at.  Diamond  Shamrock  is  spread 
comfortably  across  a  broad  range  of  prod- 
ucts and  patented  processes.  It  has  a 
reasonable    chance    to    beat    out  B.F. 


Arbiter:  By  seeing  that  both  sides 
get  a  chance,  Bill  Bricker  made 
Diamond  Shamrock's  merger  work. 


Goodrich  as  the  low-cost  producer  of 
polyvinyl  chloride;  and  because  of  man- 
agement's entrepreneurial  temper  and 
its  ready  access  to  feedstocks,  it  is  a 
feared  competitor. 

The  result  is  a  brilliant  example  of  just 
how  a  merger  should  work.  In  a  bad  year 
for  companies  involved  in  commod- 
ity chemicals,  1 .4-billion-sales  Diamond 
Shamrock  has  chalked  up  a  return  on 
equity  of  27%  in  the  most  recent  twelve 
months.  To  put  that  in  perspective,  look 
at  normally  stellar  Dow,  which  has 
slipped  back  to  a  21%  return  for  the 
same  period.  It's  easy  to  see  why.  The 
chemical  industry  continues  to  cut 
prices,  thereby  lowering  margins.  But 
higher  prices  are  boosting  Diamond 
Shamrock's  oil  and  gas  margins.  In  the 
first  nine  months  of  1977,  the  company's 
oil  and  gas  unit  had  operating  profits  of 
$90  million,  up  34%  from  last  year.  That 
was  more  than  enough  to  balance  out  a 
decline  in  chemical  profits,  and  earnings 
per  share  rose  9%. 

To  be  sure,  there  is  still  a  certain 
amount  of  tension  in  the  company.  Most 
of  it  is  concentrated  in  questions  about 
who  gets  the  capital.  A  new  facility  for 
chlorine  production  or  some  more  off- 
shore leases  in  Alaska? 

Bill  Bricker  is  45.  Chances  are  he  will 
be  president  long  enough  to  keep  the  oil 
and  gas  unit  in  check  until  the  chemical 
cycle  turns  up  again  and  the  benefits  of 
long-term  investment  in  the  industry  are 
as  clear  in  Amarillo  as  they  are  in 
Cleveland.  ■ 
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Basic  Black 


Carpenter  Technology  avoids  red  ink  by  being 
more  of  a  steel  company  than  the  steel  companies. 


Every  wise  manufacturer  knows  that 
the  closer  you  get  to  the  customer,  the 
more  artfully  differentiated  your  product 
is  in  his  mind,  the  hetter  your  margins 
are  apt  to  be.  That's  w  hy  you  buy  brand- 
name  screws  by  the  little  plastic  box 
rather  than  by  the  pound  at  the  hard- 
ware store.  That's  why  ,  say,  door-to-door 
Avon  Products  does  better  than  Gillette, 
and  why  consumer  product  companies  in 
general  do  better  than  most  others.  It  is 
possible  to  apply  the  same  approach  to 
basic  industry  as  well.  Think  of  the  way 
Firestone,  which  sells  to  the  public  at 
retail  outlets,  outperforms  Uniroyal, 
which  sells  mostly  to  Detroit  manufac- 
turers. Still  more  basic?  Take  Carpenter 
Technology.  They  sell  steel  for  the  most 
specialized  needs — and  they  sell  it  by 
the  pound. 

That's  why,  despite  the  fact  that  Car- 
penter turned  out  about  100,000  tons  of 
metal  last  year — one-tenth  of  1%  of  the 
industry's  total — the  Reading,  Pa.  spe- 
cialty steelmaker  netted  8.8%  on  sales  of 
$326  million  and  returned  16.7%  on  total 
capital,  tops  in  the  industry.  With  little 
more  than  a  penny  of  debt  for  every 
dollar  of  equity,  Carpenter  looks  like 
anything  but  a  steel  company. 

Yet  that  is  precisely  what  it  is.  "We  are 
the  only  company'  that  has  stuck  to  spe- 
cialty metals  as  its  primary  business," 
says  Howard  O.  (Mike)  Beaver  Jr.,  52, 
president  of  the  88-year-old  company 
which  gets  98%  of  its  business  from  spe- 
cialty-steel products.  Indeed,  the  com- 
pany produces  400  grades  of  most  of  the 
usual  stainless,  tool  and  special  alloy 
forms — billets,  bars,  narrow  strips,  wire 
and  tube — but  with  a  reputation  for  un- 
usual quality  and  consistency.  It  makes 
no  high-volume  stainless  sheet  ("We  are 
not  a  sheet  house,"  says  Beaver,  smil- 
ing), and  it  spreads  its  efforts  across  a 
wide  variety  of  13,000  customers.  No 
single-end-use  market  accounts  for  more 
than  15%  of  sales.  The  idea  is  to  keep  it 
really  special:  metals  used  in  surgical 
implants,  the  blade  on  a  steam  turbine, 
the  automatic  choke  on  an  automobile, 
the  frame  that  holds  the  chip  in  a  calcula- 
tor. In  short,  any  steel  whose  properties 
of  malleability,  corrosion  resistance, 
whatever,  will  command  a  premium. 

Yet  it  wasn't  always  so.  Beaver  to  the 
contrary,  Carpenter  didn't  stick  to  its 
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last,  it  returned  to  it.  In  fact,  Beaver 
owes  his  job  to  the  attempt  to  become 
something  more  than  a  steel  company  . 

It  was  the  Age  of  the  Barracuda,  the 
late  Sixties,  when  if  you  didn't  have  a 
gunslinger  trying  to  drive  your  multiple 
through  the  ceiling,  you  had  Jimmy  Ling 
or  Jerry  Castle  or  Robert  Vesco  at  the 
door  trying  to  take  you  over.  With  steel 
imports  surging  to  new  highs,  Carpenter 
joined  the  trend  of  many  other  steel 
companies  to  diversify  out  of  steel.  Fear- 
ing a  takeover,  it  decided  to  go  glamor- 
ous and  drive  up  its  stock  price.  So  plain 
old  Carpenter  Steel  became  Carpenter 
Technology  and  tried  to  jump  into  elec- 
trical components,  cryogenics,  titanium 
and  helium.  "If  you  had  technology  as 
part  of  your  name  then,  it  seemed  as  if 
you  had  a  high  P/E,  recalls  Beaver, 
then  head  of  production. 

Today  only  a  small  helium  and  cryo- 
genics operation  remains.  Things  hit  bot- 
tom with  the  recession  in  1971:  a  2.7% 
net;  a  4.1%  return  on  total  capital.  By 
trying  not  to  be  a  steel  company,  Car- 
penter had  begun  to  perform  like  one. 

That  s  when  Beaver,  a  metallurgist, 
took  over.  The  first  thing  he  did  was  to 
reassure  customers  he  was  in  the  steel 
business,  not  a  conglomerate.  Then,  ap- 
pointing financial  men  as  his  lieutenants, 
he  started  trimming  costs.  He  began  by 
laying  off  600  workers. 

Things  have  been  getting  better  ever 


since.  <  Jarpenter  is  now  in  the  second 
year  of  a  five-year,  $130-miIIion  expan- 
sion, all  of  it  internally  financed,  that  will 
add  20%  to  capacity.  A  continuous  cast- 
er— never  before  used  in  producing  cer- 
tain speeialty-metals — is  being  built,  and 
Beaver  says  the  payback  will  be  15% 
within  four  years,  plus  added  flexibility 
in  developing  new  products. 

To  keep  coming  up  with  improve- 
ments to  stay  ahead  of  the  pack.  Carpen- 
ter spends  2.6%  of  its  sales  dollar  on 
R&D — five  times  more  than  the  steel 
industry  average.  As  a  result,  the  current 
flood  of  imports  hurts  Carpenter  less 
than  others,  since  most  are  concentrated 
in  low-technology .  high-volume  prod- 
ucts, and  can't  provide  the  personal  cus- 
tomer service  Carpenter  does. 

Carpenter  also  benefits  by  owning  22 
warehouses  for  its  products  around  the 
country — not  because  of  the  middlemen 
who  are  cut  out,  Beaver  says,  but  be- 
cause of  "the  customer  interface.  Virtu- 
ally all  other  steelmakers  leave  the  mar- 
keting to  independent  warehouses. 
Carpenter  gains  by  paying  special  atten- 
tion to  its  customers  needs. 

All  this  makes  Carpenter  a  real  plum 
of  a  company  ,  and  so  that  old  bugaboo,  a 
takeover,  is  perhaps  more  of  a  threat 
than  ever.  Carpenter  trades  around  $20 
a  share,  little  more  than  book  value.  Its 
price/earnings  ratio  is  a  mere  6,  less  than 
most  of  its  big  struggling  brothers  in  the 
steel  industry.  In  September,  the  board 
split  the  stock  2-for-l,  in  effect  diluting 
the  shares  and  making  a  takeover  more 
difficult,  but  more  difficult  than  what?  If 
Carborundum  is  worth  $66  a  share  to 
Kennecott,  what  might  Carpenter  be 
worth  to,  say,  United  Technologies' 
president,  Harry  Gray?  ■ 


What  Price  Success?  Mike  Beaver  made  Carpenter  one  of  the  brightest  stars 
in  the  steel  business.  Now  he  worries  .  .  .  about  an  unfriendly  takeover. 


A  Sperry  Univac  computer  system 
is  helping  Los  Angeles  provide 
welfare  benefits  for  everyone— 
better  service  for  those  on  welfare 
and  $10  million  a  year  in  savings 
for  taxpayers. 

In  Los  Angeles,  a  Sperry  Univac  "  data 
processing  system  is  converting  millions  of 
welfare  records,  scattered  throughout 
dozens  of  offices,  into  one  central  data 
bank. 

Now  welfare  workers  can  find  informa- 
tion in  seconds,  where  it  once  took  hours 
or  days. This  will  help  welfare  clients  get 
the  aid  they  need,  when  they  need  it.  At  the 
same  time,  the  system  will  save  taxpayers 
an  eventual  $10  million  a  year  in  adminis- 
trative costs.  In  addition,  the  computer  s 
speed  and  accuracy  will  help  eliminate 
fraud. 

Simply  stated,  it  means  that  every  citi- 
zen of  Los  Angeles  now  stands  to  benefit 
from  welfare-  recipient  and  taxpayer  alike. 

The  system,  which  went  into  operation 
on  March  1,  has  already  become  a  model  for 
officials  across  the  country- showing  how 


to  cut  welfare  costs  millions  of  dollars  a 
year.  Without  cutting  the  rate  of  benefits  a 
dime. 

This  is  one  more  way  Sperry  Univac  i< 
helping  city  state  and  federal  agencies  pn 
vide  more  service  to  more  people  for  fewe 
tax  dollars.  It's  part  of  Sperry  s  commitmei 
to  the  future:  Making  machines  do  more  si 
man  can  do  more. 

Sperry,  Sperry  Flight  Systems,  Sperry  New  Holland,  Sperry 
Remington.  Sperry  Univac  and  Sperry  Vickers  are  divisions 
of  Sperry  Rand  Corporation,  1290  Avenue  of  the  Americas, 
New  York,  New  York  10019. 
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Making  machines  do  more  so  man  can  do  more. 


ct  Where  will  the  Southern  be 
when  the  railroads  increase 
their  market  share  to  42%?" 

H.  D,  Crawley,  Project  Engineer,  Southern  Railway  ■ 

According  to  the  federal  government,  the  railroads  are  in  for  a  lot  of  growth  by  1990. 
Freight  ton-miles  will  increase  by  143%.  And  the  railroads'  share  of  market  will  go  up 

to  42%. 

This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads:  That  we're  a  dying 

business. 

Far  from  it. 

Nine  out  of  the  ten  top  U.S.  railroads  consistently  make  a  profit.  The  Southern  Railway 
has  made  a  profit  every  year  for  the  past  38  years. 

So,  when  this  big  increase  in  traffic  hits,  we  stand  to  do  pretty  well. 

How  well?  The  president  of  the  Southern  Railway  is  a  lot  better  equipped  to  tell  you 
about  that  than  I  am. 


Southern's  new  computerized  freight 
classification  yard  under  construction 
near  Linwood,  N.C.  Four  miles  long, 
this  space-age  facility  will  have  46  clas 
sification  tracks,  as  well  as  direct  links 
with  Southern's  computer  and  control 
center  in  Atlanta. 


wOntop'.' 

L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013. 

All  you  hear  about  the  railroads  these  days  is  that  we're  declining  and  about  to  go 
under.  But,  actually,  we're  in  for  a  big  upsurge  in  traffic.  And  I'm  going  to  see  that  we're  on 
top  of  it  when  it  comes. 

First,  because  we're  in  a  service  business.  The  only  thing  we  have  to  sell  is  safe, 
on-time  delivery  of  the  goods.  And,  second,  because  we're  in  this  business  to  make  money. 
And  the  only  way  to  do  that  is  to  give  better  and  better  service. 

We  have  no  doubt  that  these  increases  in  freight  volume  are  on  the  way.  So  we're 
getting  ready.  Right  now. 

For  instance,  you're  looking  at  the  beginning  of  the  seventh  push  button  freight 
classification  yard  we've  built  since  1951.  It's  a  $40  million,  computer-run  wonder  that  can 
handle  3,000  cars  a  day. 

But  I  said  we'll  be  on  top.  Does  that  mean  we'll  get  the  lion's  share  of  these  new 
increases?  Maybe.  But  you  can  be  sure  that,  whatever  happens,  I'm  going  to  see  that  we're 
on  top  in  the  two  ways  that  count:  in  service  and  in  profitability.  Because  we're  not  going 


Cigarette  Bootlegging: 
Who  Says  Crime  Doesn't  Pay? 

Cigarette  bootlegging  is  now  organized  crime's  most 
promising  growth  business.  The  underworld  now  controls 
distribution  in  large  segments  of  the  industry's  major 
markets.  Are  the  big  manufacturers  next? 


By  JAMES  COOK 

It  was  late,  and  he  had  tickets  for  the 
world  series  that  night,  so  instead  of 
circling  around  and  coming  into  the  city 
from  the  north,  over  the  Tappan  Zee 
Bridge,  Dave  Tobin  turned  his  1978 
Ford  Econoline  van.  onto  the  Goethals 
Bridge  and  headed  home,  for  Sunnyside, 
Queens,  by  way  of  Staten  Island  and  the 
Verrazano  Bridge.  It  was  6:15  p.m.  when 
he  stopped  at  the  Verrazano  toll  plaza. 
There  investigators  of  the  Special  Inves- 
tigations Bureau  of  the  New  York  State 
Department  of  Taxation  and  Finance 
flagged  him  down,  opened  the  back  of 
his  van,  and  found  2,550  cartons  of  ciga- 
rettes Tobin  had  bought  in  North  Caroli- 
na. "If  I  hadn't  been  late  for  that  ball 
game,"  Tobin  told  the  investigators, 
"you  guys'd  never  have  got  me." 

At  22,  Dave  Tobin  had  been  arrested 
twice  for  smuggling  cigarettes  out  of 
North  Carolina.  This  time  he'd  borrowed 
a  van  from  a  friend,  so  the  state  probably 
couldn't  hold  on  to  that,  but  it  did  confis- 
cate the  entire  2,550-carton  shipment 
that  had  cost  Tobin  close  to  $8,000  in 
cash.  If  found  guilty  he  faces  a  fine  and  a 
sentence  of  as  much  as  four  years. 

As  a  three-time  offender  he  would 
stand  a  good  chance  of  going  to  jail,  but 
even  if  he  did,  he  might  well  feel  it  had 
been  worth  the  risk.  He  didn't  have  a 
job — the  SIB  men  were  unable  to  find 
that  he'd  ever  worked  anywhere — but  he 
could  probably  have  sold  those  cigarettes 


for  between  $4.50  and  $5.00  a  carton, 
depending  on  whether  he  peddled  them 
himself  or  sold  them  to  a  group  of  run- 
ners for  distribution  to  bars,  beauty 
shops,  bowling  alleys,  office  and  apart- 
ment buildings  throughout  the  city.  At 
such  prices  he'd  have  earned  maybe 
$3,000,  a  return  of  roughly  40%  on  his 
$8,000  investment,  and  you  couldn't 
knock  that.  Within  a  few  hours,  Tobin 
was  free  on  $350  bail,  in  time  to  catch  at 


Combat  Duty:  In  New  York,  cigarette 
hijackings  occur  so  often  that  most 
delivery  truck  drivers  travel  armed. 


least  part  of  that  game. 

For  Dave  Tobin,  and  hundreds,  even 
thousands  of  men  like  him,  crime  not 
only  pays,  it  pays  extraordinarily  well. 
Transporting  cigarettes  from  one  tax  ju- 
risdiction and  selling  them  in  another 
where  the  tax  is  higher  may  not  seem 
like  much  of  a  way  to  earn  a  living,  but 
when  the  tax  differential  goes  as  high  as 
21  cents  a  pack,  there  is  big  money  to  be 
made.  The  bulk  of  it  goes  not  to  the 
Dave  Tobins  of  this  world,  but  to  those 
large,  rather  amorphous  criminal  enter- 
prises known  as  organized  crime — the 
Mafia,  the  Syndicate,  Cosa  Nostra. 

"Cigarette  bootlegging,"  says  Herman 
Lisnow,  deputy  controller  of  Texas,  "is 
probably  the  most  lucrative  crime  in 
America  today."  Its  practitioners,  both 
amateur  and  professional,  may  have 
grossed  as  much  as  $1.5  billion  last  year. 
After  deducting  the  expenses  that  even 
criminal  enterprises  are  subject  to,  they 
probably  netted  close  to  $600  million 
free  and  clear.  That's  nearly  as  much  as 
Dow  Chemical  earned  last  year  and  two- 
thirds  as  much  as  the  six  big  tobacco 
companies  netted  on  cigarettes  last  year. 

That  $600  million  isn't  just  the  lost 
taxes  that  the  bootleggers  pocketed  in- 
stead of  the  tax  collector.  It  also  includes 
the  normal  profit  from  the  legitimate 
business  activities — wholesalers,  retail- 
ers, vending  machine  companies,  truck- 
ers and  so  on — taken  over  by  organized 
crime  in  its  pursuit  of  higher  and  higher 
cigarette  profits.  Legitimate  businesses 
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Carolina  Connection:  Cigarette  wholesaler  Mack  Judge  oper- 
ates out  of  this  former  Ford  dealership  in  Weldon,  N.C.  The 
building's  old  and  decrepit,  but  not  so  old  it  doesn't  have  a  CB 


radio  antenna,  used,  New  York  police  say,  to  alert  customers 
when  northern  cops  are  there  on  the  prowl.  Back  in  1971, 
Judge  was  charged  with  violating  federal  cigarette  tax  laws. 


in  criminal  hands  are,  of  course,  often 
more  profitable  than  they  are  in  legiti- 
mate ones;  organized  crime,  for  exam- 
ple, does  not  pa)  union  wages.  The  pro- 
ceeds of  bootlegged  cigarettes  are  seed 
money  for  further  criminal  investment. 

Bootlegging  is  often  dismissed  as  a 
crime  that  affects  only  small  business 
interests,  mainl)  the  wholesalers  and  re- 
tailers. That  is  the  ease,  thus  far,  but  few 
experts  think  its  influence  will  stop 
there.  Once  it  wins  control  of  the  indus- 
try's principal  markets — and  it's  well  on 
the  way — it  will  almost  certainly  turn 
upon  the  six  giant  manufacturing  compa- 
nies that  make  up  the  industry:  R.J. 
Reynolds  Industries,  Inc.,  Brown  &  Wil- 
liamson, Loews  Corp.,  Liggett  Group. 
American  Brands  and  Philip  Morris. 

Cigarette  bootlegging  is  often  dis- 
missed, too,  as  a  victimless  crime,  only 
slightly  more  reprehensible  than  fishing 
for  dimes  in  the  telephone  coin  return. 
In  fact,  it  s  anything  but.  The  cost  can  be 
reckoned  in  several  ways:  Money?  The 
U.S.  Advisory  Commission  on  Intergov- 
ernmental Relations  conservatively  esti- 
mates that  bootlegging  cost  the  Ameri- 
can Taxpayer  $390  million  in  1975  in  lost 
tax  revenues — including  $72  million  in 
New  York.  S43  million  in  Texas.  S36 
million  each  in  Pennsylvania  and  Flor- 
ida. Blood?  At  least  12  homicides  and 
countless  beatings,  hijackings  and  rob- 
beries have  been  associated  with  bootleg 
cigarette  traffic  over  the  last  tew  years. 

Victimized,  too,  of  course,  are  legiti- 
mate business  interests.  How  can  a  tax- 
paving  businessman  compete  with  a 
competitor  whose  costs  run  50% — and  in 


the  case  of  hijacked  cigarettes — even 
100%  lower?  He  can  t.  and  in  New  York 
City,  where  the  bootleggers  have  al- 
ready taken  over  much  of  the  tobacco 
industry,  he  hasn't.  Over  the  past  de- 
cade, half  of  the  tobacco  wholesalers  in 
the  city  and  more  than  a  quarter  of  the 
licensed  retailers — 7.000  altogether — 
have  gone  out  of  business.  Teamsters 
Union  locals  there  have  lost  nearlv  half  of 
their  tobacco  and  vending-machine 
membership.  All  told,  more  than  2,000 
of  the  industry's  3,200  drivers,  salesmen, 
clerks  and  w  arehousemen  lost  their  jobs. 

Cigarette  bootlegging  was  once  con- 
centrated in  New  York  and  the  heavily 
populated  states  of  the  Northeast  and  the 
Midwest.  But  no  more.  It  now  flourishes 
wherever  there  is  a  significant  difference 
between  the  tax  levels  of  one  state  or  cit) 
and  another.  The  ACIR  figures  it  is  a 
major  problem  in  no  fewer  than  14 
states — those  with  50%  of  the  total  U.S. 
population,  as  it  happens — and  at  least  a 
moderate  problem  in  eight  others.  In 
states  like  Washington,  Alabama  and 
Arizona,  the  problem  is  not  organized 
crime,  but  tax-exempt  military  and  Indi- 
an reservation  sales  which  divert  large 
volumes  of  otherwise  taxable  sales  from 
the  legitimate  market.  In  other  states, 
the  problem  is  mail  order  or  leakage 
across  state  lines  into  lower-tax  areas. 

The  big  tobacco-producing  states — 
North  Carolina,  Virginia  and  Ken- 
tucky— keep  their  taxes  low  to  encour- 
age consumption.  North  Carolina  levies 
only  2  cents  per  pack.  Most  of  the  others 
hav  e  been  raising  them  higher  and  high- 
er— to  discourage  smoking  and  to  raise 


revenue.  New  York  Cit)  piles  8  cents  on 
the  15  cents  ahead)  imposed  bv  the 
state.  Thus,  the  spread  between  North 
Carolina  and  New  York  City  is  21  cents 
per  pack,  the  biggest  differential  in  the 
U.S.  In  Massachusetts,  Connecticut  and 
Florida  the  spread  is  almost  as  big — 19 
cents.  But  the  bootlegger  can  prosper  on 
far  narrower  margins — on  the  9  cents 
that  separate  Massachusetts  from  New 
Hampshire,  on  the  5  cents  that  until 
recently  separated  Florida  and  Alabama. 
There's  money  to  be  made  and  lots  of  it, 
and  more  of  it  in  high-tax  states  like 
Massachusetts  or  Florida  than  in  more 
moderate  ones  like  Tennessee  or  Dela- 
ware, but  for  bootleggers  as  for  business- 
men, as  long  as  there  s  some  margin 
somebody  s  likely  to  want  it. 

Precise  measures  of  an)  one  market 
are  impossible.  Take  New  York,  the  big- 
gest cigarette  market  in  the  country.  The 
ACIR  studv  projects  bootleg  consump- 
tion at  around  480  million  packs  annual- 
K .  Morris  Weintraub,  publisher  of 
Vending,  Times,  head  of  the  Council 
Against,  Cigarette  Bootlegging  and  the 
U.S.  leading  authority  on  the  subject, 
thinks  5.54  million  packs  is  more  like  it. 
Still  another  group,  the  Citizens  Cam- 
paign, representing  all  phases  of  the  in- 
dustry, settled  on  750  million. 

Until  the  mid-Sixties,  when  rising  tax 
rates  began  to  scramble  the  market,  the 
big  urban  states  consistently  consumed 
more  cigarettes,  the  more  rural  states 
consistently  fewer  than  the  national  av- 
erage. Since  then,  the  pattern  has  re- 
versed itself,  according  to  tax  records.  In 
1976,  when  the  national  consumption 
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averaged  145.3  tax-paid  packs  per  per- 
son. North  Carolinians  consumed  no 
fewer  than  230.2  packs.  New  Yorkers  a 
mere  124.6,  down  from  138.5  in  1985. 
Had  New  Yorkers  gotten  religion  in  the 
interim?  Maybe.  It  was  far  more  likely, 
however,  that  they  had  begun  getting 
bootleg  cigarettes — one  out  of  every  four 
smoked  in  the  state,  one  out  of  every  two 
in  the  city.  Nationwide,  such  "undercon- 
sumption "  came  to  3.7  billion  packs  last 
year,  equal  to  13%  of  the  industry's 
state-taxed  sales. 

Experts  agree  that  the  cigarette-hoot- 
legging  business  got  going  in  earnest 
only  12  years  ago,  when  the  state  of  New 
York  doubled  its  cigarette  tax  from  5 
cents  to  10  cents  a  pack  and  set  a  pattern 
that  revenue-hungry  legislators  have  fol- 
lowed ever  since.  As  the  tax  went  up  and 
the  differential  between  other  states  and 
North  Carolina.  Kentucky  and  Virginia 
widened,  bootlegging  boomed.  Ken 
Ball,  assistant  chief  of  law  enforcement 
for  the  state  of  Florida,  says  smuggling  in 
Florida  steadily  increased  as  the  state  tax 
went  from  8  cents  to  15  cents  to  17  cents, 
and  it  increased  again  when  it  went  up  to 
21  cents  last  July.  "The  profit  potential  is 
there,  says  Ball.  "We  don't  see  how 
they  can  pass  it  by." 

Bootlegging  started  with  ordinary  peo- 
ple on  their  way  back  from  a  Florida 
vacation  picking  up  a  dozen  or  more 
cartons  in  North  Carolina  to  give  to  their 
friends.  According  to  Morris  Weintraub, 
of  Vending  Times,  such  bootlegging  still 
accounts  for  some  20%  of  the  total  vol- 
ume. The  more  entrepreneurial  ama- 
teurs began  making  regular  trips  into  the 
South  and  distributing  bootleg  cigarettes 
to  a  widening  circle  of  customers. 

But  as  the  profit  grew,  the  little  guy — 
the  semiprofessiOnal — began  to  be 
squeezed  out.  "I  was  going  to  get  out  of 


this  business  anyway,  one  bootlegger 
who  operated  out  of  his  bread  route  told 
the  cops.  "A  couple  of  gin  s  stopped  me 
the  other  day  and  said,  'Whatever  ciga- 
rettes you've  got,  get  rid  of  them,  and 
after  that  knock  it  off.  This  is  our 
territory.' 

As  the  business  grew,  cigarettes  began 
moving,  not  by  ear,  but  by  trailer 
truck — as  many  as  60,000  cartons  at  a 
time — on  a  fairly  regular  basis  up  the 
500-mile  stretch  of  Interstate  95  be- 
tween North  Carolina  and  New  York. 
That  inevitably  brought  organized  crime 
into  the  picture.  Fifteen  hundred  car- 
tons in  the  back  of  a  car  represent  an 
investment  of  maybe  $4,500.  But  trac- 
tor-trailer loads  can  involve  investments 
of  $90,000  apiece  and  more,  and  the 
wholesalers  in  North  Carolina  don't  sell 
On  credit.  They  demand  cash  on  the 
barrelhead,  and  they  get  it. 

"The  average  guy  hasn't  got  that  kind 
of  money,"  says  Edward  Loreh,  detec- 
tive in  the  Intelligence  Division  of  the 
New  York  City  Police  Department.  "So 
you  have  to  go  to  the  people  who  have 
it — the  big  guys  in  organized  crime.  But 
the  big  guy  is  just  an  investor.  It's  not 
like  you  were  getting  a  loan  from  the 
bank.  The  money  just  funnels  down  to 
somebody  else  who  is  running  the  busi- 
ness, and  he  won't  necessarily  be  an 
organized-crime  type.  He  hangs  out  with 
all  the  local  wise  guys,  but  he  never  has 
direct  contact  with  organized-crime  fig- 
ures. If  you're  an  organized-crime  fig- 
ure, it's  very  easy  to  insulate  yourself. 
You  supply  the  money,  give  it  to  some- 
body you  trust,  and  they  run  the  busi- 
ness for  you. "  No  strings  attached,  no 
papers  to  sign,  but  an  obligation  to  pay 
and  repay  far  more  binding  than  any 
bank  loan  or  legal  contract. 

Cigarette  bootlegging  was   in  main 


ways  idealK  suited  to  the  business  talents 
organized  crime  had  honed  over  the  years 
moving  liquor  and  narcotics  and  dispos- 
ing of  stolen  goods.  Although  the  distri- 
bution channels  were  different  with  ciga- 
rettes, the  basic  techniques  were  the 
same.  In  less  than  a  decade,  according  to 
Leonard  Schwartz,  head  of  New  York's 
Wholesale  Tobacco  Distributors,  500 
bootleg  distribution  routes  were  set  up  in 
the  city,  duplicating  the  legitimate  ones. 

What  is  most  remarkable  is  that  it  is  all 
done  without  the  support  systems  legiti- 
mate business  would  consider  essential. 
Even  the  biggest  operations,  according 
to  police  sources,  don't  use  controllers  or 
computers,  and  they  don't  keep  inven- 
tories. "You'd  be  surprised  at  how  much 
people  can  keep  in  their  heads,  or  in 
little  black  books,  says  Lorch.  "And  all 
the  book  has  in  it  is  'Joe,  6,  Harry,  12.' 
Never  any  addresses,  last  names  or 
phone  numbers." 

As  police  surveillance  has  increased, 
bootleggers  have  devised  logistical  sys- 
tems with  a  skill,  flexibility  and  improvi- 
sational  brilliance  few  corporate  manag- 
ers could  match.  When  enforcement 
people  began  intercepting  too  many 
trailer-truck  loads  on  the  New  Jersey 
Turnpike,  for  example,  the  bootleggers 
began  to  break  down  their  shipments  in 
New  Jersey  and  Pennsylvania,  in  effect 
warehousing  them  outside  the  New  York 
metropolitan  area  just  as  the  legitimate 
industry  did,  and  dispersing  a  shipment 
among  a  half  dozen  cars  or  vans  in  4,000- 
carton  lots  into  New  York's  tunnels  and 
1  n  idges  within  a  few  hours.  "If  you  lose 
one  of  those  trailers,"  says  Bev  Starkey, 
chief  of  the  New  York  City  Finance  De- 
partment's Special  Investigations  Bu- 
reau, "you've  lost  a  huge  investment.  So 
you  put  it  in  smaller  vehicles." 

Forthright  cartelists  that  they  are,  the 


One  Wins,  The  Other  Doesn't 

Indian  Taker:  Robert  Satiacum 


Robert  Satiacum,  a  strapping  48- 
year-old  Puyallup  Indian,  is  givjng 
the  Washington  State  revenuers  fits 
these  clays.  Satiacum  s  four  smoke 
shops  in  Tacoma  sell  about  1.5  million 
cartons  of  cigarettes  a  year,  $6  million 
worth,  and  the  state  isn't  collecting  a 
cent  on  them.  Not  the  16-cehts-a- 
pack  cigarette  tax,  not  even  the  5.1% 
sales  tax  it  collects  everywhere.  It 
can't.  Satiacum,  like  the  operators  of 
some  85  other  Indian  smoke  shops, 
runs  his  business  on  reservation  land. 
Though  most  of  Satiacum's  customers 
are  non-Indians,  the  courts  still 
haven't  resolved  the  taxable  status  of 
merchandise  sold  to  non-Indians  on 
Indian  lands,  so  Satiacum  prospers. 

Satiacum  opened  his  first  store  in 
1971,  about  the  time  other  Indian 
tribes  began  challenging  in  court  the 
state  s  right  to  collect  taxes  on  Indian 
sales.  Satiacum  located  his  stores  stra- 
tegically on  reservation  land  through- 
out Tacoma,  putting  the  largest 
downtown,  a  stones  throw  from  an 
off-ramp  of  the  state's  principal  free- 
way, Interstate  5.  So  his  customers 
come  onto  the  reservation  for  the 
cheapest  cigarettes  around. 


Victor:  Bob  Satiacum's  grown 

rich  helping  smokers  in  Washington 

cut  the  high  cost  of  addiction. 


Satiacum's  cigarettes  sell  for  $4  a 
carton.  This  saves  his  customers  a 
dollar  or  more  over  what  they'd  paj 
elsewhere.  "As  far  as  the  public  is 
concerned,''  Satiacum  says,  "they're 
not  losing  money.  Since  they're  the 
state  themselves  anyway,  they're  sav- 
ing money.''  That  price  also  gives  Sa- 
tiacum a  whopping  profit — close  to  a 
dollar  a  carton.  Multiply  that  by  1.5 
million  cartons  a  year,  and  it's  clear 
cigarettes  have  made  him  wealthy. 

"With  my  militant  attitude,  Satia- 
cum deadpans,  "I  think  I'm  worth  SI 
billion.  Locally,  he  is  as  well  known 
for  his  activism  in  Indian  affairs  as  for 
his  business  acumen.  He  has  run 
three  times  for  state  office  and  lost. 
"I  m  an  Indian,   he  says  cynically. 

Satiacum  not  only  refuses  to  collect 
state  taxes,  he  claims  he  doesn't  pay 
any  federal  income  tax.  "The  land  and 
resources  we  gave  to  the  United 
States  was  enough  to  pay  for  all 
time,  he  says.  He  believes  the  state 
cigarette  and  liquor  taxes  are  unfair 
and  punishing,  but  as  a  businessman 
he  wouldn't  complain  if  the  cigarette 
tax  went  up.  "I'd  prefer  the  tax  go  up 
to  25%,"  he  savs.        — Ellen  Melton 


Manhattan  Retailer:  Edward  H.  Snyder 


Edward  H.  Snyder,  74,  recently 
retired  after  46  years  in  the  retail 
cigarette  business.  Here's  why,  in  his 
own  words:  "I  had  a  very  fine  stand  in 
the  office  building  at  43rd  and  Fifth 
Avenue,  where  the  old  Brass  Rail 
used  to  be.  The  finest  customers  you 
could  want.  We  sold  cigarettes,  ci- 
gars, candy  and,  of  course,  sun- 
dries— razor  blades,  lighters  and 
things  of  that  sort.  Three  or  four  years 
ago  we  began  to  notice  a  big  drop  in 
our  sales.  At  first  we  thought  we'd 
lost  business  to  Jersey,  where  the  tax 
was  lower.  Then  we  got  reports  that 
on  Thursdays  a  panel  truck  would 
back  up  near  the  building  and  deliver 
I-don  t-know-how-many  cases.  Boot- 
leg stuff,  they  weren't  tax-marked. 

"Regular  customers  of  mine  who 
had  come  to  my  counters  for  years 
walked  out  of  the  lobby  passing  me 
by.  It  was  hard  to  take.  My  barber  in 
the  building  who  I  went  to  for  I-don't- 
know-how-many  years,  he  apolo- 
gized— 'Eddie,  I  can  get  them 
cheaper  elsewhere.  Its  only  natu- 
ral— 10  cents  a  pack,  that  s  70  cents  a 
week,  and  more.  They  couldn't  make 
a  profit  on  it  if  it  was  legitimate  mer- 


Victim:  At  savings  of  10  cents 

a  pack,  even  Ed  Snyder's  old  friends 

began  buying  bootleg  cigarettes. 


chandise  because  they  were  selling 
below  cost.  The  only  thing  we  in- 
creased was  giving  away  matches  be- 
cause bootleggers  never  do  that.  Its 
frustrating  to  give  matches  for  some- 
body else's  cigarettes. 

"We  started  to  lose  more  and  more 
customers.  And  honestly,  it  s  true: 
Traffic  is  our  lifeblood.  Without  it,  we 
lose  not  only  cigarette  sales,  which 
constitute  60%  of  our  volume,  but  we 
lose  out  in  cigars,  candy  and  sundry 
sales  It  wasn  t  a  question  of  profit 
margins,  You  weren  t  getting  some- 
bod}'  buying  something  to  make  a 
profit  on.  When  a  person  came  in  for 
cigarettes,  he  picked  up  a  piece  of 
candy,  some  Kleenex.  They  just 
didn't  come  in  for  anything  any  more. 

"It's  the  illegitimate  places  that  set 
the  pace.  They  surround  us  and  un- 
dersell us  by  85  and  90  cents  a  carton. 
There  was  one  man  in  my  building; 
he  brings  cigarettes  in  for  the  whole 
office.  I  supplied  matches  for  them. 

"I  sold  out  two  years  ago  for  half, 
maybe  two-thirds,  of  what  my  busi- 
ness was  worth  five  years  ago.  After 
46  years  I  couldn't  make  a  decent 
living  out  of  it  anvmore. 
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organized-crime  groups  attempted  to 
eliminate  competition  among  them- 
selves, dividing  the  market  and  conspir- 
ing to  act  jointly  to  meet  their  legitimate 
competition.  "There  can  only  be  a  limit- 
ed number  of  operations,"  says  Lorch, 
"so  the  market  has  to  be  split  up — so 
much  is  mine,  so  much  is  yours.  So  the 
large  profits  come  from  certain  areas  to 
certain  people."  And  those  people  tend 
to  come  from  the  same  crime  families 
that  turn  up  in  other  criminal  activities: 
Giancana  in  Chicago,  Patriarca  in  Provi- 
dence, Bruno  in  Philadelphia,  DeCaval- 
cante  in  New  Jersey,  Gambino,  Geno- 
vese,  Lucchese,  Colombo  in  New  York. 

"When  a  few  businessmen  sit  down 
and  discuss  the  problems  facing  the  in- 
dustry," says  Morris  Weintraub,  "they 
get  indicted  for  antitrust.  When  crime 
families  sit  down,  nothing  happens." 

In  many  cases,  they  simply  impose  a 
tithe,"  says  Ralph  Salerno,  one  of  the 
U.S.'  leading  crime  experts  and  a  former 
New  York  City  cop.  "We  want  a  quarter 
a  carton  so  you  can  operate  here." 

These  days,  Angelo  Bruno,  named  by 
police  sources  as  the  crime  boss  of  the 
Philadelphia  and  south  Jersey  region,  is 
also  a  cigarette  wholesaler  (John's 
Wholesale  Distributors)  and  vending- 
machine  operator  (AVM  Corp.).  He  gets 
2  cents  a  carton  "commission"  on  all 
cigarettes  sold  by  John's  and  3  cents  a 
pack  on  all  vending-machine  locations 
controlled  by  AVM.  Thanks  to  Bruno's 
salesmanship,  according  to  Pennsylva- 
nia's Bureau  of  Cigarette  and  Beverage 
Taxes,  John's  volume  has  gone  from 
40,000  to  230,000  cartons  a  month  in  the 
past  18  months. 

The  acknowledged  pioneer  in  large- 
scale  cigarette  bootlegging  was  Anthony 
Granata,  now  39,  a  member  of  the  Co- 
lombo crime  family.  According  to  a  1972 
New  York  State  Investigation  Commis- 
sion report,  Granata  got  into  the  busi- 
ness with  the  backing  of  Vincent  and 
Mario  Gigante,  of  the  Genovese  crime 
family.  In  his  heydey,  in  the  late  Sixties 
and  early  Seventies,  Granata  ran  a  $20- 
million-a-year  business.  He  employed 
over  30  men,  ran  a  fleet  of  16  trucks  back 
and  forth  into  the  South  on  a  six-day-a- 
week  basis,  and  brought  100,000  cartons 
of  cigarettes  a  week  into  the  New  York 
market.  In  those  days,  Granata  even  had 
his  own  "traffic  manager"  posted  on  the 
premises  of  a  major  North  Carolina 
wholesaler,  Mack  Judge's  in  Weldon. 
Granata  paid  his  men  $100  a  trip,  plus 
$95  in  expenses,  provided  false  drivers' 
licenses  and  plates,  and  took  care  of  their 
legal  costs  if  the  cops  picked  them  up. 

When  New  York  City  and  State  filed  for 
$2.4  million  in  back  cigarette  taxes,  Gran- 
ata moved  to  New  Jersey,  leaving  Joseph 
Pontillo,  now  43,  to  run  the  operation  in 
Brooklyn  for  him.  According  to  the  Com- 
mission report,  Granata  and  Pontillojoint- 
ly  financed  bootleg  shipments  and  so 


shared  the  risks.  Pontillo  may  have  tried  to 
take  more  than  his  share:  Three  years  ago 
he  was  found  shot  in  Brooklyn.  Granata  is 
now  in  jail,  not  for  bootlegging,  but  for 
trying  to  bribe  an  officer. 

No  profit-oriented  organization — and 
organized  crime  is  nothing  if  not  that — 
could  fail  to  realize,  of  course,  that  the 
cigarette  bootlegging  business  could  be  a 
lot  more  lucrative  if  it  could  move  its 
illegitimate  product  into  legitimate, 
higher-priced  distribution  channels.  On 
a  $3.20-carton  of  North  Carolina  ciga- 
rettes, a  bootlegger  can  easily  make  as 
much  as  $1  a  carton  in  the  informal  New 
York  market,  depending  on  how  many 
times  the  cigarettes  change  hands  in 
moving  from  wholesaler  to  consumer. 
But  in  the  legitimate  market,  where 
cigarettes  go  for  anywhere  from  $5.50  a 


carton  (at  discount)  to  $6.90  (in  normal 
retail  outlets),  the  same  bootleg  carton 
could  yield  upward  of  $1.50  in  profit. 

In  legitimate  retail  stores  or  vending 
machines,  cigarettes  pretty  much  have 
to  bear  New  York  State  tax  stamps  or 
reasonable  facsimiles  thereof.  Some  of 
the  biggest  bootleggers,  therefore,  have 
integrated  forward  into  counterfeiting.  * 
It's  an  added  cost — another  25  cents  or 
so  a  carton,  according  to  Morris  Wein- 
traub. And  counterfeiting  is  a  felony  not 
a  misdemeanor,  so  the  risks  are  greater, 
but  the  rewards  are  greater  still.  In  the 
legitimate  market,  that  30%  return  on 
bootleg  cigarettes  rises  to  50%.  "We 
used  to  think  counterfeiting  accounted 
for  only  5%  of  the  bootleg  cigarette  traf- 
fic," says  the  head  of  the  New  York  State 
Department  of  Taxation  and  Finance, 
James  H.  Tully  Jr.  "But  now  it  looks 
more  like  20%."  His  staff  has  found  evi- 
dence of  counterfeiting  in  40  states. 

The  same  impulse  that  led  organized 
crime  into  counterfeiting  would  logically 
lead  it  to  integrate  forward  into  retailing 
and  backward  into  wholesaling.  No  sur- 
prise, then,  that  rumors  have  persisted 
for  years  that  the  bootleggers  have  taken 
over  the  wholesalers  in  North  Carolina. 
However,  they  remain  rumors.  North 
Carolina's  most  celebrated  dealer,  Mack 
Judge  of  Weldon,  N.C.,  does  a  big  busi- 


*Three  companies,  Pitney-Bowes,  American 
Decal  and  Meyercord,  dominate  the  tax 
stamping  machine  market.  It's  mayhe  a  $50- 
million-a-year  business.  Their  position  in  the 
market  rests  in  large  part  on  the  presumed 
foolproof  security  of  their  various  systems  for 
applying  tax  indicia.  But  that  presumption  is 
no  longer  tvidely  shared — not  since  7975, 
when  police  raided  a  Bronx  warehouse  and 
found  30,000  counterfeit  cartons. 


ness  in  cigarettes — at  one  time  around  8 
million  cartons  a  year.  Authorities  say 
flatly  that  Mack  Judge,  a  slim,  frail,  55- 
year-old  Tarheel,  sells  to  most  of  the  big 
organized-crime  groups  in  the  country. 
But  is  Mack  Judge  thereby  owned  or 
controlled  by  the  mob?  Why  should  he 
be?  Ed  Lorch  asks.  "These  wholesalers 
cooperate  with  them  anyway."  But  J. 
Robert  Murphy,  New  Jersey's  Deputy 
Director,  Division  of  Taxation,  and  for- 
mer president  of  the  National  Tobacco 
Tax  Association,  disagrees.  "They're  go- 
ing to  move  in  and  take  over,"  he  says, 
"whether  they  move  in  under  their  own 
name,  or  in  the  name  of  a  nominee.  " 

On  their  own  or  through  front  men, 
the  presence  of  big-time  bootleggers  and 
counterfeiters  in  the  wholesale  business 
has  led  to  a  new  phenomenon  in  ciga- 


rette distribution,  subjobbers,  whose 
numbers  doubled  in  a  decade.  Tradition- 
ally, jobbers  were  customers  of  the 
wholesalers  themselves  and  had  tended 
to  concentrate  on  the  smaller,  less  profit- 
able accounts.  Suddenly,  they  were  un- 
dercutting the  wholesalers'  price  and 
stealing  their  customers.  The  use  of  job- 
bers with  bootleg  sources  has  driven 
many  legitimate  wholesalers  out  of  busi- 
ness, and  confronts  those  who  hang  on 
with  a  terrible  choice:  Stay  honest  and  go 
broke,  or  stay  solvent  and  join  the  mob. 

"Let's  assume  as  a  wholesaler  I  have  to 
get  $5.30  a  carton  to  cover  my  overhead, 
taxes,  insurance  and  so  on,"  says  the 
head  of  one  of  New  York's  leading  whole- 
salers. "A  jobber  [supplied  by  bootleg- 
ging wholesalers]  will  go  to  a  mom-and- 
pop  store  and  say:  'I  have  better  manage- 
ment, I  have  better  control,  I  have  a 
cheaper  operation.  I  can  get  you  ciga- 
rettes for  $5.17.'  As  a  wholesaler  I  can't 
live  with  that  price,  so  they  re  putting 
my  back  to  the  wall.  All  right.  I  meet  the 
jobber's  price  to  hold  onto  my  volume, 
but  I'm  not  making  money.  So  it  comes 
to  a  point,  when  you're  not  making  mon- 
ey and  you're  weak,  they'll  either  come 
in  and  make  you  an  offer  you  can't  refuse 
and  you'll  sell.  Or  you'll  join  them.  Or 
you'll  get  out." 

A  decade  ago  a  wholesaler  could  count 
on  making  3  cents  a  carton.  Now  he  is 
lucky  to  make  a  penny.  And  most  whole- 
salers now  sell  at  the  manufacturer's 
price;  they  stay  alive  on  the  3.25%  dis- 
counts offered  by  the  manufacturers  for 
prompt  payment  of  bills. 

Moving  in  on  the  wholesalers  is  only 
half  of  the  criminal  cigarette  game  today. 
The  vending-machine  business,  domi- 
nated by  organized  crime  for  decades, 


".  .  .  'So  it  comes  to  a  point,  when  you're  not  making 
money,  they'll  either  make  you  an  offer  you  can't  refuse  and 
you'll  sell.  Or  you'll  join  them.  Or  you'll  get  out' . . ." 
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has  enabled  bootleggers  to  leverage  their 
even  higher.  A  carton  of  ciga- 
rettes that  costs  $3.20  in  North  Carolina, 
for  example,  yields  an  average  of  $8  a 
carton  in  a  New  York  City  vending  ma- 
chine. That's  the  average;  some  ma- 
chines in  the  Big  Apple  eat  dollar  bills 
and  give  no  change.  Even  deducting  the 
75  cents  a  carton  in  transportation,  coun- 
terfeiting and  distribution  expenses  in- 
volved,  tlie  bootleggers  end  up  with  a 
profit  of  around  $4  a  carton.  If  17%  of 
New  York's  bootleg  consumption  goes 
into  vending  machines,  as  it  does  nation- 
ally, the  resulting  13  million  cartons 
would  yield  $50  million  annually  to  orga- 
nized crime — from  vending  alone. 

This  is  one  reason  New  York  State's 
tax  department  has  lost  its  enthusiasm 
for  tax  reduction  as  a  means  of  discourag- 
ing rampant  bootlegging  in  New  York 
City.  It  may  be  true  that  bootlegging  did 
not  become  economic  until  the  tax  differ- 
ential widened  to  12  cents  in  the  mid- 
Sixties.  But  after  a  decade  of  steadily 
widening  profit  margins — by  counter- 
feiting, by  vending,  by  the  economies  of 
scale — a  good  many  observers  fear  a  tax 
reduction  would  serve  mainly  to  encour- 
age organized  criminals  to  expand  into 
other  tax  jurisdictions:  upstate  New  York 
and  high-tax  adjoining  states. 

As  it  is,  organized  crime  has  already 
become  a  major  factor  in  the  Midwest 
and  it  is  gradually  becoming  so  in  places 
like  Texas  and  Florida.  The  carnage 
among  the  wholesalers  in  Chicago, 
where  there  are  now  only  12  distribu- 
tors, OS.  54  two  decades  ago,  is  even 
worse  than  it  is  in  New  York.  "W  ithin  a 
couple  of  years,"  says  George  Stewart, 
head  of  a  Midwest  tax  enforcement 
group,  the  Interstate  Besearch  Center, 
"they  are  pretty  well  going  to  control 
most  of  the  major  markets. 

So  far,  none  of  this  turmoil  seems  to 
have  touched  the  six  giant  corporations 
that  make  up  the  U.S.  cigarette  indus- 
try. Their  combined  domestic  tobacco 
sales  were  something  like  $9  billion  last 
year,  their  net  profit  around  $950  mil- 
lion. Their  margins  are  affected  only  by 
the  cost  of  their  materials  and  their  com- 
petitors' strategies,  not  by  what  goes  on 
elsewhere  in  the  distribution  system. 
After  all.  why  should  it  matter  to  them 
who  moves  their  product  to  market? 
They  still  get  $2.87  a  carton — the  price 
for  standard  brands  to  all  comers. 

Even  so,  organized  crime  once  tried  to 
force  the  Great  Atlantic  &  Pacific  Tea 
Co.  to  sell  mob-backed  detergent  in  its 
New  York  stores,  and  racketeers  at  pre- 
sent have  discouraged  Kraft  from  making 
its  own  mozzarella  cheese  for  sale  to 
supermarkets.*  In  such  a  time,  the  to- 


*Or  so  an  FBI  man  tola1  a  W  all  Street  Journal 
reporter  last  spring,.  Says  a  Kraft  spokesman: 
"The  story  is  unverifiable.  The  AL-P  case 
grabbed  headlines  in  the  late  1960s. 


bacco  industry  can  hardly  rest  easy  at  the 
prospect  that  one  day  organized  crime 
may  not  onlj  control  the  distribution  in 
its  major  m.nkrts  but  also  begin  to  move 
in  on  the  manufacturers  themselves. 

The  big  companies  are  vulnerable  to 
attack  in  sexeral  ways — not  least  to  infil- 
tration from  within.  Enough  uncertain- 
ties already  exist  about  the  flow  of  ciga- 
rette traffic  .  to  cause  some  law- 
enforcement  authorities  to  wonder 
whether  substantial  quantities  are  not 
already  being  diverted  into  illegitimate 
channels.  For  years  there  have  seemed 
to  be  more  cigarettes  in  the  market  than 
anyone  can  account  for,  and  any  statisti- 


Tax  Takers:  State  taxes  are  paid  by 
licensed  wholesalers  in  accordance 


with  the  number  of  stamps  their  stamp- 
ing machines  applv.  In  this  Brooklyn 
warehouse,  Pitney-Bowes  machines 
stamp  roughly  60  cartons  a  minute. 


cian  can  demonstrate  that  the  three  pro- 
ducing states  fall  well  short  of  supplying 
the  underconsumption  of  the  five  big 
northeastern  states,  never  mind  all  those 
other  big  markets  in  the  Midwest.  And  if 
those  cigarettes  are  not  flowing  in  from 
those  other  states  that  consume  in  excess 
of  the  national  axerage — a  suggestion 
that  makes  nonsense  of  the  economics 
most  experts  postulated  for  the  bootleg- 
gers— where  are  they  coming  from? 

Tobacco  men  like  to  explain  how  care- 
fully cigarettes  are  controlled  as  they 
move  from  manufacturer  to  market  by 
the  controls  mandated  by  federal  and 
state  taxation.  But  the  truth  is,  not  all 
cigarettes  are  subject  to  federal  taxes, 
and  not  all  federally  taxed  cigarettes  are 
subject  to  state  and  local  taxes.  In  these 
facts  lie  opportunities  for  massixe  leak- 
age into  illegitimate  channels  for  any- 
body skillful  enough — or  highly  motivat- 


ed enough — to  attempt  it. 

There  is,  for  instance,  an  H9c  gap — 2.6 
billion  packs — -between  the  number  of 
cigarettes  the  states  impose  taxes  on  and 
the  number  the  federal  government 
does.  The  Bureau  of  Alcohol.  Tobacco  & 
Firearms  assumes  that  the  difference  is 
"probably"  accounted  for  by  sales  on 
military  posts  and  Indian  reservations, 
which  are  taxed  by  the  feds  but  are 
exempted  from  state  and  local  taxes.  But 
2.6  billion  packs?  As  many  as  the  entire 
state  ol  New  York,  with  a  population  of 
18  million,  consumes  in  a  year? 

The  other  gap,  between  cigarette  pro- 
duction and  cigarette  shipments  on 
which  federal  taxes  are  paid  is  ex  en  larg- 
er: 3.5  billion  packs,  107c  of  total  produc- 
tion. Most  of  that  supposedly  goes  into 
the  export  market,  but  the  Bureau  of 
Alcohol,  Tobacco  &  Firearms  now  ad- 
mits that  its  export  controls  are  not  really 
adequate.  It  is  currently  changing  the 
regulations  lor  its  duty-free  export  ware- 
houses on  the  Mexican  border  in  an  ef- 
fort to  end  a  $7-million  loss  in  federal 
taxes  on  export  cigarettes  that  somehow 
ended  up  in  the  U.S.  market  anyway.  At 
8  cents  a  pack,  $7  million  comes  to  88 
million  packs,  almost  as  much  as  the 
state  of  Montana  consumes  annually.  Is 
the  Mexican  border  indicative  of  what  is 
going  on  elsewhere  in  the  U.S.?  Depart- 
ment of  Agriculture  officials  concede  that 
similar  leaks  are  not  at  all  unlikely  along 
the  Canadian  border  as  well. 

Are  cigarettes,  then,  being  diverted  to 
underworld  distributors  from  stocks  that 
escape  the  state  and  federal  tax  net — 
cigarettes  intended  for  Indian  and  mili- 
tary  reservations,  for  export,  even  for 
manufacturers  inxentories?  "We  don't 
rule  out  the  possibility  that  a  scheme 
could  be  de\  ised  that  would  encompass 
that  object,"  says  ATF's  tax  expert  Mel- 
x  in  Bruce,  "but  it  would  almost  certainly 
require  some  sort  of  collusion  on  the  part 
of  the  manufacturer. 

But  would  it?  Cigarette  inventories 
are  controlled  and  accounted  for  at  al- 
most ex  ery  step  from  production  line  to 
market  by  computers,  and  these  days, 
when  computer  criminals  can  create  the 
most  deceptixe  of  corporate  illusions — 
witness  Equity  Funding — anything 
seems  possible. 

An  inference  is  not  evidence,  and  so 
the  case  cannot  be  made  that  organized 
crime  has  already  succeeded  in  finding 
ways  to  divert,  for  its  oxvn  purposes, 
substantial  quantities  of  tax-exempt  ciga- 
rettes. The  point  is  that  organized  crime 
has  already  discox  ered  that  cigarettes  are 
one  of  the  most  profitable  criminal  enter- 
prises around.  Given  that  discoxery,  it 
can  hardly  be  expected  not  to  try  to 
realize  the  full  profit  potential  of  that 
business.  Inevitably,  that  would  seem  to 
signal  a  clear  and  present  danger  for  the 
manufacturers  who  control  the  purse 
strings  of  the  industry.  ■ 
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Where  The  Shoe  Pinches 

While  granting  considerable  aid  to  the  stricken 
U.S.  shoe  industry,  the  federal  government 
recognizes  that  many  of  the  industry's 
problems  are  self-inflicted. 


Take  a  walk  through  Central  Park  any 
Sunday.  Muggers  and  joggers  alike,  hun- 
dreds of  people  are  wearing  sleek,  leatli- 
er-topped  tennis  shoes  with  three  bright 
racing  stripes  down  the  side. 

That  boom  in  athletic  footwear  repre- 
sents a  true  fashion  phenomenon,  one  of 
those  trends  on  which  fortunes  are 
made.  But  hardly  any  U.S.  shoe  manu- 
facturers are  getting  rich  on  those  shoes; 
they're  probably  made  in  West  Germany 
by  Adidas  or  Puma  or  in  Japan  In  Tiger. 
"The  whole  American  industry  simply 
got  in  too  late,  says  Ervin  Burkholder,  a 
footwear  industry  expert  at  the  U.S.  De- 
partment of  Commerce.  "The  shoe  man- 
ufacturers were  still  producing  the  stan- 
dard white  tennis  shoe  because  they 
hesitated  to  shut  down  equipment  even 
when  it  was  turning  out  a  product  that 
wasn't  selling. 

Crying  for  help,  shoe  manufacturers 
and  shoe  workers'  unions  asked  Uncle 
Sam  to  save  them  from  foreign  competi- 
tors. But  the  fact  is  that  a  good  many  of 
their  woes  are  self-imposed.  That's  win 
the  U.S.  government  sent  trams  of  pri- 
vate management  consultants  out  to 
study  the  industry.  Here  are  some  of  the 
consultants  findings: 

•  Customers  of  one  American  shoe 
manufacturer  sent  a  funeral  wreath  to 
their  supplier  with  a  note  attached: 
"Tried  to  reach  you  so  often  lately  at 
your  office  and  couldn't  that  we  decided 
that  you'd  passed  away."  Absent  man- 
agement, as  it  turns  out,  had  been  on  the 
golf  course. 

•  Many  of  the  small  companies  visited 
had  leather-cutting  equipment  so  old  it 
is  no  longer  even  manufactured.  Exam- 
ple: The  "clicker."  A  used  clicker  costs 
$3,000;  the  new  hydraulic  beam-cutter 
$10,000,  but  the  new  machine  can  c  ut 
leather  25  times  faster.  Or  the  desma,  a 
machine  used  in  cementing  soles  to  up- 
pers. A  new  $55,000  injection-molding 
machine  and  one  person  can  attach  lour 
times  as  many  soles  as  eight  men  using 
the  old  manual  methods.  But  with  cash 
flow  tight,  improvements  at  small  com- 
panies were  put  off  until  next  year. 

•  One  firm  had  actually  loaned  more 
money  to  its  officers  and  employees  than 


it  had  invested  in  new  plant  and  equip- 
ment in  the  last  five  years. 

•  A  75-year-old  founder  of  a  once- 
booming  shoe  company  had  turned  to  his 
son-in-law,  who  had  little  interest  or  ap- 
titude for  the  business,  to  run  operations 
after  both  sons  had  gone  to  Harvard  to 
become  lawyers. 

Those  visits  are  all  part  of  a  two- 
pronged  program  through  which  Presi- 
dent Carter  hopes  to  rescue  the  once- 
proud  U.S.  shoe  industry.  For  a  first 
step.  Carter's  envoys  persuaded  Taiwan 
and  South  Korea  to  reduce  their  ship- 
ments to  the  U.S.  from  almost  200  mil- 
lion pairs  of  shoes  a  year  to  155  million. 
For  a  second  step.  Carter  is  offering  U.S. 
shoemakers  $56  million  in  "adjustment 
assistance  under  an  often-neglected 
1974  law  that  helps  industries,  workers 
and  communities  hard  hit  by  imports.  Of 
that,  $42  million  will  go  to  shoemakers  in 
the  form  of  direct  loans  and  government 
guaranteed  loans. 

Shoemaking  was  once  a  strong,  old 
Yankee  industry;  even  as  late  as  1965, 
only  12%  of  the  shoes  sold  here  were 
imported.  But  now,  by  any  standards, 
shoes  are  a  sick  industry.  In  the  first  four 
months  of  1977,  more  than  half  of  the 
266  million  pairs  ol  shoes  sold  in  the 
U.S.  came  from  abroad — with  Korea  and 
Taiwan  counting  for  more  than  hall  the 
imports.  Dining  the  1970s,  the  number 
of  shoemaking  firms  in  the  U.S.  lias 
dropped  from  some  600  to  380  and  em- 
ployment from  233,000  to  164,000. 

Cheap  foreign  labor  is  only  one  factor 
out  of  many:  U.S.  workers  earn  $4  or 
more  an  hour  in  shoe  lactones  while 
Koreans  and  Taiwanese  earn  only  50 
cents  an  hour.  But  is  it  foreign  labor  s 
fault  that  U.S.  shoemakers  went  right  on 
making  their  traditional  products  even 
after  the  "monster'  shoe  with  its  ugly, 
bulbous  toe  and  chunk  heel  soared  to 
popularity  in  1968?  Continued  to  make 
plain  tennis  shoes,  when  public  tastes 
were  changing  to  joggers  in  1973? 

"The  real  problem  of  a  lot  of  firms 
boils  (low  n  lo  poor  management,"  argues 
the  Commerce  Department's  Burk- 
holder. He  points  out  that  an  inexpen- 
sive shoe  ol  synthetic  material  that  cost 


$5  to  make  in  Korea  has  $1.25  a  pair 
added  to  its  cost  by  shipping,  landing, 
insurance  and  duty.  That  $1.25,  Burk- 
holder says,  "is  about  equal  to  the  total 
cost  of  labor  in  the  U.S.  for  a  similar 
pair."  So  U.S.  shoemakers  could  be  com- 
petitive in  that  market  but  aren't. 

Interestingly,  while  shoe  manufactur- 
ers starve,  some  shoe  retailers  are  eating 
high  on  the  hog.  Beason:  They  sell  not 
only  the  domestic  product,  but  the  pop- 
ular low-priced  imports  from  the  Far 
East  and  high  fashion  goods  that  come 
from  Europe  and  South  America.  Since 
many  of  the  big  companies  like  Melville 
are  both  manufacturers  and  retailers, 
they  tend  to  oppose  quotas.  But  now  the 
retailers  face  a  possible  shortfall  of  42 
million  pairs  unless  the  U.S.  industry 
can  gear  up  quickly.  (The  U.S.  govern- 
ment has  warned  other  exporting  coun- 
tries not  to  try  to  till  the  gap.) 

Which  leaves  the  sick,  little  manufac- 
turers and  the  unions  as  the  force  behind 
restrictions  on  imports.  And  President 
Carter.  But  free-trader  Carter  didn't 
want  to  give  shoe  manufacturers  all  of 
the  strict  import  protection  they  wanted. 

Predictably,  other  industries  art-  get- 
ting the  same  idea.  Representatives  of 
the  men's  apparel  industry  have  ap- 
proached the  Administration  for  a  similar 
program  to  that  for  shoes.  A  package  of 
recommendations  is  now  on  President 
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A  GIFT  FOR 
GIFT  LOVERS. 


Waterman  s  elegant  writing 
instruments  Worn  $5  00  to  $700  00 
al  Jme  stores 

(AJflTERfllfln 

SINCE  1884 


For  a  store  near  you. write 
CARACTERE  PEN  CORPORATION 
Orange  Connecticut  0647/ or  call 
toll-free  number  (800)  243-6034 


Thanks  to  you 
it  works... 

FOR  ALL  OF  US 


United  Way 


advertising  contributed  for  the  public  good.  y^vi 


Carter's  desk  that  would  broaden  the 
original  adjustment-assistance  legislation 
for  all  import-stricken  industries. 

The  shoe  industry  would  have  liked  to 
see  tariffs  raised  to  109?  on  imports  from 
each  cbuntrj  exceeding  their  1974  vol- 
ume, a  total  of  294  million  pairs  vs..  .136 
million  pairs  in  the  lirst  four  months  ol 
1977  alone.  The)  worry  that  the  present 
"orderly  marketing  agreements  are  in- 
tended to  apply  for  only  lour  years,  and 
adjustment  assistance  for  three.  "If  ad- 


justment assistance  works  for  us,  we  are 
afraid  they  will  remove  the  quotas," 
complains  an  executive  of  American 
Footwear    Industries,    the  shoemakers' 

Washington  lobby, 

Hut  in  aiding  the  U.S.  shoe  industry 
President  Carter  made  it  clear  that  he 
doesn't  want  a  permanent  welfare  client 

for  the  federal  government.  That  gives 

shoemakers  a  matter  of  just  a  feu  years 
to  clean  up  their  act.  Time  mav  he  run- 
ning out  tor  an  old  Yankee  industry.  ■ 


Bass'  Big  Turnaround  .  .  .  Unaided 

Growing  up  middle  class  in  the  South  in  the  Fifties  meant  wearing  Bass 
Weejuns,  a  slip-on  moccasin  or  loafer,  made  by  the  G.H.  Bass  Company  along 
the  hanks  of  the  Wilson  Stream  in  Wilton,  Me.  That  fad  blossomed  nationwide 
in  the  Sixties  but  the  craze  had  died  by  the  Seventies,  and  its  passing  meant 
near-death  for  G.H.  Bass. 

Why  did  Weejuns  fade  just  when  most  men  were  adapting  to  the  comfort  of 
a  nontie  shoe?  "No  one  really  knows,"  says  Charles  Morgan,  G.H.  Bass 
president.  "Probably  because  yOung  people  wanted  something  new.  That  new 
look  was  dressed  down,  and  that  meant  hiking  boots  and  work  shoes  and  casual 
shoes,  not  conservative  Weejuns." 

When  Henry  Bass  first  bought  a  share  in  a  Maine  shoe  factory  back  in  1876. 
fashion  wasn't  much  of  a  problem;  Bass'  entire  line  was  a  utilitarian  farmer 
boot.  That  quality  tradition  continued.  Charles  Lindbergh  wore  a  Bass  boot  in 
the  cockpit  of  the  "Spirit  of  St.  Louis."  Admiral  Richard  Byrd  wore  another 
version  on  his  second  South  Pole  expedition  and  soldiers  wore  a  modernized 
model  into  combat  in  World  War  II. 

The  hand-sewn  Weejun,  adapted  by  Henry  s  sons,  Willard  and  John,  from  a 
Norwegian  design  in  1936,  has  been  in  the  Bass  line  tor  over  40  years.  But  In 
the  late  Sixties  the  third  Bass  generation  had  decided  the  Weejun  trend 
couldn't  last.  They  diversified  by  buying  a  ski-boot  factory  and  the  largest  U.S. 
wholesale  shoe  distributor.  They  also  started  a  five-year  program  to  retool  their 
factories  to  produce  a  whole  line  of  casual  women's  shoes — not  the  hand-sewn 
product  that  had  made  them 
famous.  In  the  midst  of  these 
changes,  the  Weejun  tad  col- 
lapsed. By  late  1973,  G.H. 
Bass  had  only  $13  million  in 
revenues  but  $19  million  in 
debts,  and  it  produced  600 
pairs  of  Weejuns  a  day  vs. 
12,000  a  day  in  1969. 

Nonfamily  member  Charles 
Morgan  was  chosen  to  take 
over  the  failing  operation. 
After  unloading  some  of  the 
burdensome  acquisitions  of 
the  1960s,  he  came  up  with  a 
"puff  boot.  Versions  of  that 
chunk) ,  outdoor  shoe — now- 
one  of  a  vast  line  of  women  s 
casual  shoes — retail  for  S35  to 
S50.  Although  copies  ot  the 
Bass  shoe  have  flooded  the 
U.S.  from  the  Far  East  at  half 
the  price,  consumers  still  go 
tor  the  Bass  name.  Even  the 
Weejun  is  selling  again,  with 
the  return  to  tradition,  but 
there  are  few  hand-sewers  to 
meet  that  demand. 

Inattention  to  fashion — not 
'cheap  foreign  labor — 
brought  Bass  down;  attention 
to  fashion  has  brought  it  back. 


Making  A  Mark:  Bass'  Charles  Morgan 
has  made  his  with  outdoor  shoes  that 
leave  the  Bass  imprint  in  the  mud. 
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WE  SAVE  HUNDREDS 

OF  COMPANIES 
MILLIONS  OF  DOLLARS 
VIA  CASH  MANAGEMENT. 


THE  COLLECTOR 


No  two  companies 
ever  operate  under  the 
same  conditions— 
with  the  same  check 
clearing  problems 
or  the  same  cash 
management  needs. 

That's  why  we 
offer  each  customer  we  serve  the  advantage  of 
experienced  check-clearing  analysts  and  cash 
management  specialists— to  personally  super- 
vise each  individual  account. 

Our  people  develop  the  most  effective  and 
time-saving  programs  possible  for  getting 
balances  collected  fast.  For  better  availability 
of  funds  can  mean  bigger  profits  for  each 
customer  we  serve. 

OUR  LOCATION  CAN  SAVE  YOU 
 TIME  AND  MONEY.  

The  success  of  our  Cash  Management 
Department  is  based  on  many  factors,  not  the 
least  of  which  is  our  centralized  location  in 
St.  Louis.  When  we  couple  the  superior  mail 
system  we  enjoy  with  our  efficient  operating 
departments,  you  can  realize  a  time  savings  of 
over  twenty-four  hours. 

In  addition,  our  cash  management  system 
gives  you  the  unique  advantage  of  two  lock 
boxes  in  two  Federal  Reserve  Districts— 
one  in  St.  Louis  and  the  other  in  Kansas 
City.  As  the  lead  bank  in  the  First 
Union  Bancorporation,  we  have  affiliate 


offices  not  only  in 
St.  Louis  and  Kansas 
City,  but  through- 
out the  state— 
'^'"""3  j      providing  you 
Ik  with  better 
disbursement 


THE  DISBURSER 


control. 


FORTUNE  500  COMPANIES  CHOOSE 
FIRST  NATIONAL  BANK  IN  ST.  LOUIS. 

Currently,  hundreds  of  companies  look  to 
First  National  Bank  in  St.  Louis  for  cash 
management,  and  nearly  75%  of  these  com- 
panies are  located  outside  of  St.  Louis.  With 
our  cash  management  performance  record,  it's 
no  wonder  that  many  Fortune  500  companies 
have  chosen  us  as  one  of  their  major  cash 
management  banks. 

WE'VE  BUILT  A  REPUTATION 
 FOR  PERFORMANCE.  

If  you  look  to  a  bank  for  performance,  as 
well  as  personal  attention,  look  to  the  bank 
that's  built  a  reputation  for  offering  both. 
First  National  Bank  in  St.  Louis. 

For  creative  lending,  cash  management, 
international  banking,  investments,  real  estate, 
leasing,  capital  planning  and  other  corporate 
banking  services,  call  us  at  (314)  342-6610. 

First  National  Bank 
in  St. Louis 


A  First  Union  Bank 

St  Louis      Los  Angeles  London 


Nassau 


The  Profits  Are  Back, 
But  The  Thrill  Is  Gone 

There's  some  satisfaction  in  restoring  Holiday  Inns'  health, 
but  Roy  Winegardner  may  have  had  more  fun 
wheeling  and  dealing  as  a  self-employed  entrepreneur. 


Holiday  Inns,  Inc.,  the  hotel  chain 
which  revolutionized  the  industry  by 
planting  its  plain  hut  profitable  inns 
across  the  continent,  is  more  fortunate 
than  most  companies.  It  grew  up  on  the 
benefit  of  Kemmons  Wilson's  1952  in- 
sight into  where  America  wanted  to 
spend  the  night.  It  is  surviving — and  this 
year  thriving — on  the  tough  business 
sense  of  another  entrepreneur,  Roy  E. 
Winegardner,  formerly  of  Cincinnati, 
now  of  Memphis. 

Winegardner  is  Holiday  Inns'  second- 
largest  shareholder  (with  .'541,222  shares 
he  is  second  only  to  Kemmons  Wilson) 
and  a  major  franchiser.  Getting  in  early 
on  the  bonanza,  Winegardner  and  his 
partner,  John  Q.  Hammons,  built  and 
managed  43  Holiday  Inns.  It  made  him  a 
very  rich  man.  He  then  merged  his  share 
of  the  franchises  into  Holiday  Inns,  Inc. 
and  yot  stock  in  the  company  in  ex- 
change. That  was  all  very  well  when  the 
stock  was  selling  for  $55  a  share  in  1972, 
but  not  so  good  when  the  boom  in  the 
hotel  industry  ended  in  the  1973-74  re- 
cession and  Holiday  Inns'  go.-for-growth 
strategy  just  didn't  work.  Earnings 
dropped  from  $1.50  a  share  in  1973  to 
$1.06  per  share  in  1974.  The  stock  fol- 
lowed— down  to  an  alltime  low  of  414. 

Winegardner  could  stand  around 
watching  his  millions  melt  away  for  only 
so  long.  In  the  spring  of  1974  he  packed 
his  bags  and  headed  for  Holiday  Inns' 
corporate  headquarters  in  Memphis  de- 
termined to  take  charge.  Kemmons  Wil- 
son welcomed  him.  "I'm  a  promoter," 
says  the  64-year-old  Wilson.  "I  never  did 
like  operations.  So  I  left  it  to  others.  It 
turns  out  the  men  running  the  company 
had  gotten  either  tired  or  lazy.  Some  of 
them  were  bums.  One  of  them  turned 
out  to  be  a  woman-chaser  and  a 
whiskey-head — he  infected  the  whole 
organization." 

The  first  thin"  Winegardner  did  was 
fire  people.  "I  had  no  obligations  to  any- 
one here,"  says  Winegardner,  a  self- 
made  man  who  had  never  worked  for 
anyone  but  himself  before  coming  to 
Holiday  Inns.  "Kemmons  had  built  this 
organization  from  scratch  and  had  hired 
everybody.  He  just  couldn't  fire  them." 


One  of  the  people  Winegardner  then 
brought  in  was  his  own  lawyer,  Michael 
Hose,  now  head  of  Holiday  Inns'  hotel 
and  restaurant  group.  In  1974,  Hose  was 
given  the  task  of  straightening  out  the 
hotel  operations.  "The  first  thing  I  did 
was  stop  building,"  he  says.  "Then  I 
trimmed.  There  were  a  lot  of  hotels  that 
were  only  marginally  profitable. 

While  Hose  and  Holiday  Inns  halted 
unprofitable  manufacturing  operations. 
Control  over  company  purse  strings  was 
given  to  L.M.  (Lem)  Clymer,  a  onetime 
investment  banker  who  had  helped 
bring  Holiday  Inns  public  in  1957. 
Clymer  had  been  vice  president  in 
charge  of  mergers  and  acquisitions  in  the 
company  since  1968.  A  cautious  man  by 
nature,  he  followed  his  conservative 
bent  to  get  Holiday  Inns'  balance  sheet 
respectable  again.  In  1972  debt  had  risen 
to  45%  of  capitalization.  This  year  it  is 
back  down  to  30%. 

"It  breaks  my  heart,"  says  Hoy  Wine- 
gardner facetiously  .  "All  my  life  I've  op- 
erated on  the  principle  of  borrowing  all 
the  money  I  could.  Now  look  at  those 
franchisers;  they  can  borrow  money  at 
9%  or  9'/2%  over  25  years  from  Aetna  or 
some  other  lender.  If  inflation  is  d'7c ,  the 
interest  is  halved  in  nine  years.  So  why 
not  borrow  money?"  Of  course,  Wine- 
gardner knows  the  answer.  Reducing  the 
debt  would  allow  Holiday  Inns  to  do 
other  things.  That's  why  Winegardner 
admires  Lem  Clymer.  "Clymer's  got 
short  arms  and  deep  pockets."  he  says. 

Holiday  Inns'  return  on  equity  will  be 
over  109?  this  year,  compared  to  about 
~'<  three  years  ago.  Security  analysts 
look  for  per-share  earnings  this  year  of 
$1.70,  up  from  $1.28  last  veal.  The 
stock,  recently  $14,  is  well  up  from  its 
alltime  low  and  at  nine  times  earnings 
sells  for  a  slightly  lower  price/earnings 
ratio  than  Marriott,  at  ten  times. 

Some  rough  spots  persist.  Ten  years 
ago,  the  company  picked  up  TCO,  the 
parent  company  lor  Helta  Steamships 
and  Trailways.  In  the  past  three  years 
Delta  has  done  well  with  operating  in- 
come of  $18  million  on  revenues  of  $81 
million  last  year.  But  Trailways  earnings 
have  been  declining,  down  to  an  operat- 


Housecleaning:  Winegardner  was  not 
reluctant  to  fire  people.  "I  had  no  obli- 
gations to  anyone  here,"  he  says. 


ing  profit  of  $15  million  on  revenues  of 
$235  million.  Says  one  analyst:  "Delta 
opens  them  to  fluctuations  in  earnings. 
As  for  Trailways,  intercity  traffic  has 
been  declining  steadily — there's  no 
growth  there. 

The  more  fundamental  question, 
though,  is  what  Holiday  Inns  can  do  for 
an  encore  in  its  main  business.  Is  its 
concept  of  plain,  low-cost  lodging  out- 
dated? "We'll  probably  go  after  locations 
toward  the  upper  part  of  the  market, 
because  that's  where  the  bigger  bucks 
are.  There  are  certain  costs  that  are  the 
same  lor  a  Hy  att  or  a  $10-a-night  motel, 
says  Winegardner.  "Mart  Plaza  in  Chica- 
go, which  we  opened  this  year,  is  a  first- 
class  hotel.  It's  got  an  atrium  and  .ill  the 
trimmings.'  says  James  Schorr,  the  in- 
tense 35-year-old  who  heads  marketing 
for  the  hotel  and  restaurant  group. 

But  clearly  ,  a  chain  of  1 .720  hote  ls  that 
have  become  an  American  institution 
can't  change  very  much  very  quickly. 
And  Winegardner,  at  57,  can  be  forgiven 
for  wondering  whether  it  should  change 
much  at  all.  Like  a  McDonald's  stand  or 
a  Coca-Cola  bottling  franchise,  a  Holiday 
Inn  is  not  a  bad  business  to  have.  Holi- 
day Inns  may  not  hav  e  an  exciting  encore 
in  prospect,  but  its  present  performance 
can  be  very  good.  Listen  to  Hoy  Wine- 
gardner tell  you  just  how  good. 

"When  I  came  in  as  an  officer,  I  had  to 
divest  my  franchises.  There's  only  one 
left  to  go,  a  plain  old  100-room  Holiday 
Inn,  but  it  still  produces  more  money 
than  my  salary  ,  bonus,  perks,  and  any 
damn  thing  they  can  give  me  Picking 
up  a  computer  printout  of  the  operating 
results  for  the  individual  inns,  he  contin- 
ues, "I  just  want  to  see  for  tin-  heck  of  it 
what  that  old  motel  is  doing.  .  .  .  Now 
here's  the  first  one  I  built  in  Lexington, 
Kv  Made  $362,400  in  ten  months.  Now 
that's  profit."  ■ 
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Cooling  Off 
A  Hot  Concept 

Or,  how  Itel  Corp.  grew  from  an  idea  whose 
time  had  passed  into  a  company  with  a  future. 


By  JEFFERSON  GRIGSBY 


Whiting  about  one  of  the  hottest  of  the 
hot-concept  stocks  back  in  July  of  1969, 
Forbes  predicted:  "If  the  bottom  ever 
falls  out  of  the  leasing  business,  [the] 
writeoffs  could  be  fantastic. 

A  few  years  later,  it  did.  And  the 
writeoffs,  it  not  fantastic,  were  at  least 
depressing.  Itel  Corp.,  until  then  the 
biggest  computer-leasing  company,  lost 
$5.9  million  in  1971.  By  1975  it  had  sold 
off  all  its  IBM  360  computers,  got  out  of 
the  computer  "peripheral"  and  office 
products  manufacturing  business  and 
took  $6.2  million  iti  net  writeoffs.  In 
1969  Peter  S.  Redfield,  eofounder  and 
president,  had  been  insisting  that  his 
360s  would  not  necessaril)  be  price-ob- 
soleted.  By  the  early  1970s,  IBM's  370s 
were  doing  exactly  that. 

But  that's  not  the  end  of  the  storj . 
This  year  the  San  Francisco-based  com- 
puter, financial  services  and  transporta- 


tion firm  is  w  inding  up  its  sixth  consecu- 
tive year  of  record  revenues  and  profits. 
Nine-month  sales  are  running  43% 
ahead  of  those  of  1976,  pretax  income 
90%,  earnings  per  share  43.8%.  Return 
on  equity  has  risen  from  less  than  2%  in 
1972  to  20%  last  year.  Itel  will  probably 
have  a  S370-million  year  in  1977,  with 
$52.5  million  in  pretax  income,  anil  Wall 
Street  is  predicting  it  will  gross  half  a 
billion  dollars  in  1978,  double  its  1976 
revenues. 

What  happened?  Maybe  you  can  t 
teach  an  old  dog  new  tricks,  but  you  can 
teach  a  hot-concept  company  a  new  con- 
cept. The  concept  Redfield  and  his  co- 
founder,  Gary  B.  Friedman,  started  out 
with  was  beautiful:  Buy  some  IBM  com- 
puters and  acquire  some  small  compa- 
nies making  add-on  memories  and  other 
gadgets  to  increase  the  computer's  pow- 
er. Then  stretch  out  the  depreciation  (to 
ten  years  vs.  IBM's  more  conservative 
four  years).  Presto!  You  have  more  per- 


formance per  dollar  than  IBM,  and  thus 
you  can  undercut  its  lease  rates. 

It  was  great  while  it  lasted,  but  when 
the  370  generation  arrived,  the  price- 
performance  equation  no  longer  added 
up.  Redfield  saw  the  handwriting  on  the 
wall,  and  restructured  the  whole  busi- 
ness strategy  between  1971  and  1973. 
Now,  Itel  neither  owns  the  computers  it 
leases  nor  manufactures  the  disc  drives, 
memories  and  other  equipment  compo- 
nents it  sells.  In  effect,  it  arranges  fi- 
nancing for  computers,  finding  both  a 
lessor  and  a  lessee  and  taking  a  cash  fee 
up  front  and  a  share  of  the  "residual,  or 
salvage,  value  at  the  end.  The  residuals 
are  carried  conservatively  on  the  books 
at  only  a  tiny  portion  of  the  original 
equipment  cost,  and  the)  could  turn  out 
to  be  worth  a  lot  more  when  the  equip- 
ment is  finally  sold  or  re-leased. 

As  for  components,  says  Redfield: 
"We  don't  want  to  make  it,  we  don't 
want  an  R6vD  budget  for  it,  we  don't 


Taking  Aim:  Itel's  Peter  Redfield  (left)  and  Richard  fussier  with  National  Semiconductor  Advanced  Systems  5  computer. 
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want  to  lease  it.  It's  all  sold  outright." 

The  result:  Itel's  Data  Products 
Group,  its  biggest  revenue  producer,  is 
expected  to  do  $150  million  to  $170  mil- 
lion in  sales  this  year  and  contribute  $20 
million  to  pretax  income — on  other  peo- 
ple's equipment.  And  though  ltd  still 
lease-finances  IBM  computers,  it  is  now 
selling  outright  machines  that  compete 
with  them — like  the  "Advanced  Sys- 
tems' processors  made  bv  National 
Semiconductor  (see  box)  and  another  to 
he  manufactured  by  Hitachi,  Ltd.,  the 


first  big  all-Japanese  computer  to  attack 
the  U.S.  market.  Itel  salesmen  position 
these  as  alternatives  to  IBM— "IBM  re- 
placeable"— and  will  cut  a  deal  either 
wa>  (but  much  preferring  to  move  the 
non-IBM  merchandise). 

Win   lake  on  IBM  in  mainframes? 

tfter  all,  that's  a  road  littered  with  the 
hones  ol  such  as  General  Electric  and 
R< !  \  "Simple,"  says  Redfield,  "the  mar- 
gins in  finance  leasing  are  57c  to  7%.  In 
distributing  a  product,  the)  re  as  high  as 

15'  i .    Further,  lor  some  time  it  has  been 


possible  to  replace  ever)  part  of  some 
IBM  computers  with  non-IBM  equip- 
ment. Assemble  all  the  memories,  pro- 
cessing units,  printers  and  inputs,  plug 
them  together  into  a  central  unit,  and 
you  have  a  whole  computer  with  those 
distributed-product  margins. 

Itel  has  a  lot  riding  on  National  Semi- 
conductor's hardware.  While  the  Data 
Products  group  produces  the  most  rev- 
enue, its  pretax  profit  margins  are  still 
nexl  to  the  lowest  ol  the  compam  s  lour 
operating  groups.  The  further  it  can  shift 


Running  Fast  To  Stay  In  Place 


The  trouble  with  selling  semiconductors  is  that  the 
largest  part  of  the  market — three-quarters  of  a  billion 
dollars  worth — is  off  limits. 

Why?  Among  its  other  attainments.  International  Busi- 
ness Machines  is  (lie  world's  largest  manufacturer  of  semi- 
conductors, none  of  which  it  sells,  but  rather  uses  tor  its 
own  computers.  Spun  oh,  its  chip  production  would  make 
a  $750-million  company,  says  veteran  IBM-watcher  Ham 
Edelson  ol  Drexel  Burnham — vs.  the  $550-million  semi- 
conductor revenues  of  Texas 
Instruments,  number  one  in 
the  industry.  Put  another  way, 
il  IBM  did  not  make  its  own 
(hips,  the  $3.5-billion  world 
market  last  year  would  have 
been  increased  b)  more  than 
2!)'<  overnight. 

That's  win  National  Semi- 
conductor is  making  mainframe 
computers  (sec  story  above).  In 
a  business  where  prices  de- 
crease at  a  steach  257c  a  year, 
semiconductor  companies  must 
grow  franticall)  or  die  quickly. 
The  Onl)  vvav  to  keep  up  is  to 
increase  volume,  and  sooner  or 
later  you  come  up  against  the 
vast  part  of  the  market  pre- 
empted b)  IBM. 

That  enormous  market  is 
not  available  to  a  semiconduc- 
tor supplier  except  by  end 
product,"  says  E.  Floyd 
k\ amine.  National  Semicon- 
ductor's vice  president  and 
general  manager  of  semicon- 
ductor products.  "That's  really 

how  we  <jpt  into  the  business  of 
making  add-on  memories  for 
IBM  equipment  back  in  1972 
and  1973.  It  was  an  area  where 
there  was  an  overwhelming 
semiconductor  content  in  the 
final  cost  of  the  goods."  When 


"IE*1  1  - 


National  Semiconductor's  Kvamme:  Central  pro 
cessors  are  "frankly  not  that  much  more  compli- 
it  became  possible,  as  Kvamme   cated  than  one  of  our  larger  memory  systems." 
points  out,  "to  replace  every 
portion  ol  an  IBM  system  with 

equipment  that  was  not  of  IBM  manufacture.  National 
Semiconductor  was  interested  in  a  suggestion  by  Itel 
Corp.  in  1973  that  it  acquire  a  small  San  Diego  compam 
called  Digital  Scientific,  which  had  been  developing  an 
IBM-replaceable  computer  but  had  run  out  of  cash.  The 


result:  The  "Advanced  Systems  4  and  5  computers  manu- 
factured b)  National  and  now  marketed  b)  Itel.  The) 
represent  National  s  attempt  to  get  some  of  the  IBM 
semiconductor  market  by  replacing  IBM  computers. 

W  hat  happens  if  IBM  further  slashes  prices  on  its 
competing  equipment  tomorrow?  ltd  certain!)  intends  to 
be  protected:  its  contract  with  National  provides  that  it 
order  only  six  to  ten  months  ahead  ol  time.  That  would 
seem  to  be  enough  time  to  get  out  in  the  lace  ol  an 
obsoleting  stroke  by  IBM.  As 
the  manufacturer,  then.  Na- 
tional woidd  seem  to  be  taking 
a  much  bigger  risk. 

For  now  though.  National 
has  several  things  going  for  it. 
With  Itel  involved,  it  doesn't 
have  to  worn  about  marketing 
or  servicing — two  areas  the 
chip  companies  have  always 
had  trouble  with.  Despite  trou- 
bles in  watches  and  calculators 
in  its  last  fiscal  year,  it  still 
remains  a  company  with  good 
technology,  hard-nosed  man- 
agement and  a  superb  record — 
30.3%  average  return  on  equity 
over  the  last  five  years,  56.5% 
average  annual  earnings 
grow  th  on  49.1%  sales  growth. 
Then.  too.  Nationals  comput- 
ers represent  an  evolutional") 
process,  not  an  attempt  to  con- 
struct an  across-the-board  chal- 
lenge to  IBM  in  toto. 

"Business  basics  do  repeat 
themselv  es  over  time,  says  an 
executive  in  the  semiconductor 
industry.  "The  basic  here  is 
that  an  industry  that  used  to 
serv  ice  another  industry  is  now 
beginning  to  add  so  much  value 
to  its  customers  that  it  is  inte- 
grating forward.  Go  back  to  the 
turn  ol  the  century  in  steel  and 
it's  the  same  thing. 

Well,  yes.  But  there  is  an- 
other basic  at  work — survival. 
National  is  in  mainframe  computers  because  it  has  to  be. 
just  as  Intel  is  in  data  processing  and  Fairchild  Camera  is 
trying  TV  games  after  taking  its  own  shellacking  in  watch- 
es. In  their  Malthusian  markets,  the)  must  run  as  last  as 
the)  can  just  to  keep  up.  — J.G. 
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pics  hardware?  That's  possible.  Says 
Itel's  Dick  Lussier:  "You  have  to  have 
tremendous  respect  for  IBM  as  one  of 
the  major  competitors  capable  of  doing 
damn  near  anything  they  please,  lint  you 
have  to  keep  their  success  in  perspec- 
tive, too.  You  can  t  do  just  one  thing 
against  IBM  because  it  s  too  easj  for 
them  to  zero  in  on  it.  But  they'r.e  prob- 
ably not  going  to  stamp  you  out  on  all 
Fronts  it  you  re  sufficiently  diversified.  So 
tar,  I  haven  t  had  to  wake  up  in  the 
morning  and  sa) .  'Well,  I  think  the)  shut 
mi  out  this  time. 

That  sort  ol  enthusiasm  is  required  for 
getting  a  new  product  off  the  ground. 
Gerald  R.  Alderson,  Itel's  controller,  is  a 
Figures  man  and  somewhat  more  cau- 
tious. Both  the  estimates  of  more  than  50 
National  Seniiconcluctor-hnilt  machines 
delivered  this  year,  and  the  $1  million 
average  price,  he  cautions,  are  "approxi- 
mations i '   Also,  it  costs  a  lot  lor  field 

engineering,  marketing  and  training — 
"highly  front-loaded  costs, "  as  Alderson 
puts  it. 

Which  means  that  if  Lussier  ever  dot's 
have  to  admit  lhe\  shut  him  out,  the 

writeoffs  could  he.  .  .well,  depressing. 

But  Itel  these  dav  s  has  a  lot  more  going 
lor  it  than  it  did  in  the  old  days,  when 
the  name  of  the  game  was  to  undercut 
IBM  with  IBM's  computers.  In  the  old 
days,  Itel  was  a  hot  concept.  Now,  it  s  a 
company.  ■ 


the  mix  from  those  59£  leasing  margins  to 
15$  sales  margins  the  more  profitable 
the  group  will  he. 

Itel's  Transportation  Group,  mean- 
while, has  been  its  most  profitable!  with 
pretax  margins  last  year  ol  over  2i)'<. 
These  fatter  margins  reflect  higher  risk. 

While  Itel  no  longer  ow  us  its  computers, 
it  does  own  a  quarter  of  a  billiofl  dollars 

worth  of  leased-out  containers,  boxcars 
and  ships  (and  w  ill  double  that  figure  by 
the  end  of  1978)  which  are  not  recession- 
proof;  for  that  reason,  the  Transportation 
Group's  profits  plunged  629?  in  L)7">. 

That  s  vvhv  Itel  has  decided  to  confront 
IBM  w  ith  a  product  that  can  be  sold  at  a 
profit  rather  than  leased.  So  far.  Business 
is  booming.  National  Semiconductors 
computers  went  on  the  market  last 
March  and.  says  Richard  H.  Lussier, 
president  of  Itel  s  Data  Products  Group, 
"We  re  selling  everything  they  can  pro- 
duce. Lussier  estimates  that  more  than 
50  machines  will  he  delivered  this  year 
at  about  SI  million  apiece,  and  some 
Wall  Street  analysts  expect  120  to  be 
sold  in  1978. 

That's  a  drop  in  the  bucket  compared 
to  IBM.  of  course.  Analyst  Harry  Edel- 

Son  of  Drexel  Burnham  estimates  that 
when  IBM  announced  new  models  in 
October,  "It  received  as  maliv  as  ft, 000 
orders  within  the  first  ten  days."  For  the 
present  there  seems  to  he  enough  busi- 
ness lor  everyone  in  the  booming  com* 


puter  market.  If  the  market  tightens  up 
land  Edelson  believes  it  mav  at  the  end 
ol  the  decade),  it  could  he  a  different 
story.  To  meet  the  challenge  ol  the  Na- 
tional Semiconductor  and  Hitachi  equip- 
ment, IBM  has  already  shaken  up  the 
industrv  twice  this  vear  With  two  deep 
price  slashes  in  competing  processors 

Itel  hasn't  formally  cut  its  own  prices 
in  response — vet.  Says  Redfield:  "The 


. .  'You  can't  just  do  one 
thing  against  IBM.  But  if 
you're  diversified  enough, 
they  can't  stamp  you  out'  .  .  . 


IBM    cuts    were    anticipated.  The) 

weren't  exactl)  secrets  in  the  industrv. 
We  took  them  into  account  from  the 
beginning."  For  the  time  being,  too,  Itel 
has  a  deliver)  advantage;  the  new  IBM 
models  prohahlv  won't  he  on  the  market 
until  late  next  vear.  Itel  also  can  wheel 
and  deal  w  ith  trade-ins  and  v  arious  com- 
lunations  to  cut  the  price  in  fact,  il  Hot  in 
name.  All  in  all.  Kidder.  Peahodv's  Kev- 
in P.  Moss  believes  I  tils  prices  on  the 
Advance  Sv  stems  series  will  prohahlv 
come  down  as  much  as  35%  in  1978. 

The  question  is,  w  hat  will  IBM  do  if  it 
is  really  hurt  b)  the  competition— fix  its 
software  so  it  won  t  work  on  other  peo- 


That's  a  Butler  building?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  .contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Go. 
Dept.  B-397,  BMA  Tower. 
Kansas  City,  Mo.  64141.  frmi 
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Underground  marble  mining  with  the  versatile  Clark  125B  tractor  shovel. 


Clark  gets 
it  done. 

You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


Clark's  Mel  roe  Bobcat  loader  makes  fast  work 
of  digging  a  ditch  for  new  underground  lines. 


A  corporate  guide  to  holiday  gift  giving. 


Johnnie  Walker 
Black  Label  Scotch 

YEARS V««C%  OLD 

— — ISi*  


IE  WALKER®  BLACK  LABEL  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY,  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N  Y 


Arabs  With  A  French  Accent 


A  $1 6-billion  hydroelectric  project  is  under  way  in  northern  Quebec. 
If  Canada's  economy  falters,  it  might  help  meet  U.S.  energy  needs. 


By  PAUL  STURM 

Without  a  doubt  it  is  the  biggest  con- 
struction project  in  the  world.  The  price 
tag  is  over  $16  billion,  twice  the  cost  of 
the  Alaska  pipeline,  and  some  16,500 
workers  are  directly  involved.  They  live 
in  oasis-like,  man-made  communities 
hundreds  of  miles  from  the  nearest  real 
town.  They  are  changing  the  landscape 
of  an  area  bigger  than  Iowa,  reversing 
rivers  and  flooding  reservoirs  half  the 
size  of  Lake  Erie. 

What  they  are  building  is  the  largest 
hydroelectric  complex  anywhere.  In  two 
years  it  will  begin  operating  along  the 
eastern  shore  of  Quebec's  James  Bay, 
1,200  miles  north  of  New  York  and  Chi- 
cago. This  massive  investment — much  of 
it  financed  by  U.S.  lenders — will  give 
millions  of  New  Yorkers  access  to  low- 
cost  imported  electricity.  But  from  its 
scant  publicity,  the  huge  project  could  as 
well  be  in  the  far-off  jungles  of  Africa  or 
South  America. 


James  Bay  is  the  work  of  Hydro-Que- 
bec, the  province-owned  utility,  which  is 
perhaps  the  richest  in  North  America. 
The  project  will  produce  over  10,000 
megawatts  of  power.  That  exceeds  Con- 
solidated Edison's  present  capacity  and 
will  double  Hydro's  output  by  1985.  The 
costly  project — controversial  when  it  was 
announced  in  1971 — is  now  a  source  of 
pride  and  economic  stimulus  for  French 
Canada. 

James  Bay  is  also  a  sound  investment. 
Its  electricity  will  cost  27  mills  per  kilo- 
watt-hour delivered  in  Montreal.  That  is 
twice  what  Hydro  now  charges,  but  com- 
pare the  alternatives:  Today  U.S.  utili- 
ties pay  18  mills  for  coal-generated  elec- 
tricity, 25  mills  when  they  burn  oil. 
Unlike  hydropower,  these  prices  will 
rise  with  inflation.  "Once  we  build, 
that's  it,"  says  Hydro's  Treasurer 
Georges  Lafond.  "No  more  expenses,  no 
more  supply  problems,  no  pollution." 

There  are  other  advantages,  too.  Work 
is  presently  on  schedule  and  on  budget. 


Expenses  won't  skyrocket  since  the  op- 
erating staff"  is  only  10%  of  that  required 
for  equivalent  nuclear  capacity.  Also,  hy- 
dro plants  don't  wear  out.  "We  depreci- 
ate turbines  over  50  years,"  says  Lafond, 
"but  in  other  countries  some  have  al- 
ready run  twice  that  long.  Finally, 
northern  Quebec's  hard,  rocky  soil 
doesn't  yield  silt  that  can  fill  reservoirs, 
and  its  frigid  climate  isn't  subject  to 
drought. 

Developing  James  Bay,  nonetheless, 
is  an  awesome  endeavor.  The  land 
around  the  fast-flowing  La  Grande  Riv- 
er, the  project's  major  tributary,  has  lit- 
tle economic  value.  It  accommodates  lit- 
tle more  than  spindly  spruces  that  grow 
only  five  inches  in  25  years.  Still,  Hydro 
had  to  contend  with  environmentalists 
and  6,500  Indians  and  Eskimos  living 
near  the  project.  In  1975  it  settled  their 
claims  with  a  one-foot-thick  agreement 
and  $225  million  in  cash. 

Then  came  the  problem  of  access. 
Work  sites  are  425  miles  from  the  near- 


Water,  Water  Everywhere 

leveloping  these  remote  rivers  is  hard  work, 
nd  costly.  But  they  are  one  of  the  world's 
ireat  resources  and— unlike  fossil  fuel 
replenished  with  each  season's  rain. 


ft. 


Take  It  For  Granite:  Cutting  through  such  solid  rock  is  c/e  place  in  a  man-made  cavern,  a  hollowed-out  room  the  length 
rigueur  at  James  Bay.  Work  on  the  main  power  station  takes    of  five  football  fields — and  500  feet  below  ground. 


est  railroad  or  highway.  That  means 
James  Bay  Energy  Corp.,  Hydros  proj- 
ect management  subsidiary,  had  to  con- 
struct 1,000  miles  of  paved  private  roads 
and  five  airports.  These  handle  the  fleet 
of  trucks  and  planes  that  now  link  the 
work  camps  with  the  outside  world.  An- 
other task  is  stringing  nearly  3.000  miles 
of  735-kilovolt  transmission  lines  to  carry 
James  Bay  S  output  south. 

To  bid  for  the  billions  in  construction 
contracts,  firms  around  the  world  set  up 
joint  ventures  with  Quebec-based  part- 
ners. The  biggest  single  award — $250 
million  to  build  a  two-mile-long  dam  at 
the  main  reservoir — went  to  an  Italian 
company  owned  by  the  powerful  Agnelli 
family.  U.S.  outfits  with  pieces  of  the 
action  include  Bechtel  Corp.,  Omaha- 
based  Peter  Kiewit  is  Sons  and  Hallibur- 
ton s  Brown  &  Boot  subsidiary. 

The  task  they  all  face  is  simple  in 
concept,  massive  in  scale.  A  network  of 
four  power  stations  spotted  along  a  250- 
mile  stretch  of  the  La  Grande  will  har- 
ness that  river.  Two  nearby  arteries,  the 
Caniapiscau  and  the  Eastmain,  are  being 
diverted  to  increase  the  La  Grande  s 
flow.  That  doubles  the  contributing  wa- 
tershed to  more  than  68,000  square 
miles,  with  an  average  annual  precipita- 
tion of  25  inches.  Output  will  eventually 
total  08  billion  kilowatt-hours  annually, 
two-thirds  what  the  Tennessee  Valley 
Authority  now  produces.  The  biggest 
power  station,  an  underground  behe- 
moth with  sixteen  1,000-ton  under- 
ground turbines,  will  begin  operating  in 
1979  and  churn  out  enough  electricity  to 
serve  5  million  people. 

That  is  why  financing  James  B.,\  has 


brought  so  few  problems.  Hydro-Que- 
bec already  generates  99.5%  of  its  power 
with  water,  and  as  a  result  electricity  in 
Montreal  today  costs  less  than  in  any 
other  major  metropolitan  area.  Besiden- 
tial  rates,  for  example,  are  25%  of  those 
in  New  York. 

At  the  same  time,  however,  tax- 
exempt  Hydro  sports  near-25%  operat- 
ing margins.  Its  average  charge  per  kilo- 
watt-hour is  13  mills,  almost  twice  its 
average  cost.  Edward  Waters,  a  Kidder, 
Peabody  vice  president,  estimates  that 
$400  million  of  the  utility's  $1.3  billion  in 
1977  revenues  will  flow  directly  to  the 
bottom  line.  This  happens  despite  gov- 
ernment ownership:  Hydro  has  15,000 
employees,  the  same  number  as  Com- 
monwealth Edison,  even  though  it 
serves  25%  fewer  customers. 

Elsewhere,  such  profitability  might 
become  a  political  issue,  but  not  in  Que- 
bec, even  though  its  current  leaders  of- 
ten sound  decidedly  antibusiness.  Hydro 
gets  regular  rate  increases  based  on  its 
interest  coverage.  The  boosts  are  ap- 
proved in  advance — nearly  20%  for 
1978 — so  that  the  utility  can  pay  nearly 
one-third  of  James  Bay's  construction 
costs  from  its  own  cash  flow. 

Despite  its  "cash  resources,  Hydro- 
Quebec  will  be  one  of  the  world's  major 
borrowers  for  the  next  few  years.  It 
needs  an  aggregate  of  $2  billion  annually 
through  1980.  Already  the  utility  is  some 
$7  billion  in  debt,  held  largely  outside 
Canada,  and  foreign  lenders  clearly  don  t 
like  the  separatist  rumblings  of  Premier 
Bene  Levesque  s  Parti  Que'becois.  After 
his  election  one  year  ago,  the  historic 
yield  spread  between  Hydro  and  Ameri- 


can Telephone  &  Telegraph  bonds 
jumped  by  a  full  1%.  Now  the  gap  has 
narrowed  considerably,  but  it  is  still 
0.5%  above  normal. 

But  a  modest  premium  on  borrowed 
money  is  a  small  price  to  pay  for  the  new 
opportunities  James  Bay  power  will  gen- 
erate. Low-cost  electricity  already  sup- 
plies 22%  of  Quebec's  nontransportation 
energy,  vs.  16%  in  the  U.S.  Much  of  the 
incremental  demand  envisioned  for 
James  Bay  power  would  come  via  antici- 
pated conversion  from  other  fuels — like 
the  switch  many  Montrealers  are  now 
making  to  electric  heat,  which  is  cheaper 
there  than  gas  or  oil.  For  the  future, 
planners  talk  of  developing  electric  bus- 
es that  can  be  recharged  at  night  or  of 
luring  new  industries  by  guaranteeing 
cut-rate  electricity. 

In  the  decade  of  the  Eighties,  more- 
over, James  Bay  energy  could  be  a  major 
boon  to  the  U.S.  Hydro-Quebec  s  pres- 
ent projections  indicate  that  it  will  have 
little  surplus  power  by  then,  but  they  are 
based  on  the  booming  Canadian  econo- 
my of  the  past.  Today,  instead  of  8% 
annual  growth,  Quebec  faces  12%  unem- 
ployment. Combined  with  conservation 
and  political  confusion,  that  could  leave 
Hydro  with  substantial  excess  capacity 
when  James  Bay  is  fully  operational. 
Conveniently,  this  seems  likely  to  occur 
just  when  Hydro's  most  obvious  export 
customer — New  York  State — is  likely  to 
be  plagued  by  brownouts  and  supply 
shortfalls. 

For  yerars,  of  course.  Hydro-Quebec 
has  been  a  major  electricity  exporter, 
now  selling  about  10%  of  its  total  produc- 
tion outside  the  province.  But  its  chief 
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On  The  Job  At  James  Bay: 

Getting  Home  Is  More  Than  Half  The  Fun 

To  AN  OUTSIDER,  life  at  Quebec's  remote  James 
Bay  construction  sites  is  an  eerie  amalgam — the 
chill  of  a  Siberian  work  camp  and  the  calm  of  a 
suburban  town,  cemented  with  a  hefty  dash  of 
Gallic  charm. 

Laborers — up  to  6,000  of  them  at  the  main 
outpost — bunk  in  spare,  two-man  rooms  jerry- 
built  from  some  750  house  trailers.  They  toil  ten- 
hour  days,  usually  with  weekend  overtime.  Yet 
the  food  is  good  (all  you  can  eat,  free  of  charge, 
in  an  L,800-seat  cafeteria).  So  are  the  amenities 
(everything  from  a  basketball  court  and  swim- 
ming pool  to  music  rooms  and  fly-tying).  And  so 
is  the  pay  (up  to  $50,000  a  year). 

Higher-level  employees  live  in  a  500-family 
company  village  nearby.  Complete  with  church, 
hospital  and  supermarket,  it  is  typically  bour- 
geois. A  private  carport  sets  apart  the  local  man- 
ager s  neat  trailer  home  from  those  of  his  subor- 
dinates. French-language  television  comes  via 
satellite  from  Montreal.  There  is  a  school  with 
700  students.  Muzak  charms  a  subsidized  restau- 
rant  in  the  community  center,  which  offers  haute  cuisine 
Beef  Wellington.  .$28.50  for  two,  and  five  champagnes. 

Despite  such  nods  to  normalcy,  James  Bay  is  far  from 
Chez  Nous,  Que.  With  five-hour  days  and  cloudless  skies, 
the  temperature  can  drop  to  70  degrees  below  zero  in  a 
February  cold  snap.  Access  is  strictly  controlled  and  limited 
to  a  lone  airport.  A  two-lane  highway  links  the  settlement 
with  the  outside  world — a  trading  post  and  railhead  425 
miles  to  the  south — but  it  is  open  only  to  supply  trucks. 
WOrkers  ride  to  the  job  on  yellow  school  buses,  while 
supervisors  rate  pickups  or  station  wagons.  Private  cars  are 
both  unavailable  and  useless:  There  is  no  place  to  go. 

This  barracks  atmosphere  breeds  its  own  problems. 
Warehouse-like  work-camp  bars  serve  only  weak  draught 
beer,  so  hard  liquor  commands  up  to  $75  per  bottle  for 
truckers  who  risk  smuggling  it  in.  The  250  women  workers 


Filling  Another  Energy  Need:  James  Bay  workers  consume  250,000 
pounds  of  high-calorie  meals  each  week  at  cafeterias  like  this. 


are  similarly  in  demand,  and  Club  Femina,  their  disco, 
bans  unescorted  males  while  limiting  females  to  one  guest. 

Gambling  is  a  more  available  diversion.  One  laborer 
recently  chartered  a  jet  to  fly  him  home  immediately  when 
he  discovered — two  days  after  the  fact — that  he  had  won 
the  prov  incial  lotterj  s  jackpot. 

James  Bay  insignia  on  everything  from  T-shirts  to  parkas 
herald  a  special  esprit  cle  corps,  but  for  most  workers 
leaving  is  the  fondest  job-site  memory.  Each  employment 
contract  provides  ten  days  off  with  free  fare  home  for  every 
60  days  on  the  job.  Two  commercial  airlines  serve  the 
complex,  and  departure  schedules  aren't  taken  lightly:  After 
a  recent  four-hour  delay,  one  burl) .  eager-to-be-home  pas- 
senger used  an  impressive  roundhouse  punch  to  send  a 
ticket  agent  sprawling.  His  flight  soon  left,  but  he  was 
hustled  off  to  a  company  jail.  — P.S. 


customer  has  been  neighboring  Ontario, 
not  the  U.S.  The  province-owned  utility 
there,  Ontario  Hydro,  then  delivered  its 
power  across  the  border,  and  the  eco- 
nomics of  the  transfer  have  for  years 
irked  French-speaking  Canadians.  "Un- 
der those  old  contracts,  Ontario  was 
buying  from  us  at  6  mills  and  selling  to 
New  York  for  16  mills,  explains  Roland 
Lalande,  who  heads  Hydro's  production 
and  transmission  operations.  "They 
made  millions  on  our  electricity.* 

Now,  as  Quebec's  output  is  rising,  that 
situation  will  change.  Its  agreement  with 
Ontario  has  expired,  and  after  much 
foot-dragging  by  the  federal  government 
in  Ottawa,  Hydro-Quebec  last  year  be- 
gan building  its  own  735-kilovolt  link 
with  New  York's  power  grid.  "Selling  to 
the  U.S.  makes  sense,  while  selling  to 
Toronto  doesn't,  says  Quebec  Energy 
Minister  Guy  Joron,  a  former  financial 
analyst.  "New  York's  demand  peaks  in 
the  summer,  while  ours — and  Ontar- 
io's— peak  in  the  winter.  We'll  double 


our'  production  in  seven  years  with 
James  Bay,  and  I  also  think  we'll  double 
our  exports. 

Contracts  recently  negotiated  be- 
tween Hydro  and  the  Power  Authority  of 
the  State  of  New  York  pave  the  way . 
Under  one,  Quebec  will  sell  electric- 
ity— up  to  800  megawatts  at  the  bargain- 
basement  price  ol  6  mills  per  kilowatt- 
hour — in  the  seven  wanner  months, 
when  its  demand  is  low.  The  deal  boosts 
New  York's  statewide  capacity  by  3%  in 
its  critical  season.  But  another  agree- 
ment could  become  even  more  signifi- 
cant. Hydro  has  contracted  to  supply 
even  more  power  on  an  "as  available 
basis.  The  delivered  price  for  this  energy 
is  20%  less  than  prevailing  New  York 
costs — far  above  its  domestic  rates — so 
the  interconnection  could  save  money 
for  the  U.S.  and  provide  Quebec  with 
handsome  profits. 

That  potential  income — up  to  $250 
million  a  year  just  from  the  present 
transmission  link — makes  James  Bay  a 


good  investment  even  if  Quebec  can  t 
use  the  entire  output  immediately  .  And 
it  could  be  just  a  beginning.  Higher  en- 
ergy costs  are  quickly  changing  the  eco- 
nomics of  hydropower.  New  studies  in- 
dicate that  another  15,000  megawatts — 
l'/2  times  the  output  of  the  La  Grande 
complex — is  available  now  in  the  prov- 
ince lor  less  than  the  cost  of  equivalent 
nuclear  facilities.  Hydro-Quebec  is  a 
world  leader  in  long-distance  electricity 
transmission  and  can  move  that  energy 
from  remote  areas  with  insignificant  line 
losses.  As  coal  and  oil  prices  rise,  even 
more  projects  could  become  economical. 

"Obviously,  it  is  in  the  interest  of  the 
world  to  develop  hydropower  as  fast  as 
possible,"  concludes  Joron.  "Water  is 
about  the  only  renewable  resource  there 
is  In  tin-  long  run,  it  may  be  worth  more 
even  than  oil. 

Though  the  province  s  current  econo- 
my is  decidedly  low  voltage,  some  peo- 
ple are  already  calling  les  Quebecois  "the 
Arabs  of"  electricity .  ■ 


FORBES,  DECEMBER  15,  1977 


65 


Municip 


With  their  traditional  im- 
munity to  damage  suits  largely 
a  thing  of  the  past,  state,  city 
and  local  governments  have 
been  hard  hit  by  high  jury 
awards  and  a  consequent  rise 
in  insurance  costs* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  general 
interest* 

In  many  ways,  cities  today  have  interests 
and  activities  as  diversified  as  those  of  a  size- 
able corporation. 

As  is  also  true  of  state  and  county  govern- 
ments, municipalities  may  be  engaged  in  gen- 
erating electricity,  running  hospitals,  putting 
on  fireworks  exhibitions,  operating  airports, 
broadcasting  radio  and  TV  programs,  main- 
taining roadways  and  bridges,  wrecking  build- 
ings and  constructing  housing.  Most  of  the 
services  they  provide,  including  police  and  fire 
protection,  present  high  probabilities  of  pro- 
ducing claims  for  bodily  injur)'  and  property 
damage. 

But  traditionally  such  exposures  seldom 
resulted  in  any  serious  financial  loss  to  the 
municipalities.  Thats  because  governments 
were  long  shielded  from  damage  claims  and 
lawsuits  by  the  doctrine  of  sovereign  immu- 
nity, which  derives  from  the  concept  that  "the 
king  can  do  no  wrong]1 

Starting  about  two  decades  ago,  however. 


the  immunity  doctrine  has  been  substantially! 
changed  by  the  courts.  Now  in  some  states  the 
immunities  are  gone,  and  with  a  few  exceptions 
the  governments  in  those  states  are  as  much) 
exposed  to  damage  claims  as  any  privatei 
organization. 

Given  the  trends  of  the  times  toward  more 
lawsuits  and  higher  court  awards,  the  outcome! 
was  predictable. 

A  $4.7  million  judgment 

Across  the  country,  municipal  liability  law-] 
suits  have  proliferated.  In  1965,  Los  Angelesj 
paid  $7,000  for  claims  against  the  police;  in| 
1975  they  totaled  $1,455,203.  In  California,, 
liability  claims  against  cities  nearly  doubled! 
between  1973  and  1975,  while  settlement  costsi 
almost  tripled.  An  award  of  $4,700,000  for  ai 
single  case  confronted  cities  with  the  potential! 
dimensions  of  the  problem. 


♦       I      ♦  I  ♦ 


As  a  result,  insurance  premiums  for  govern- 
nents  have  risen  drastically,  and  in  some  in- 
tances  municipal  liability  insurance  has  been 
inavailable.  Those  communities  that  could 
)btain  coverage  often  paid  two  or  three  times 
heir  prior  premiums. 

One  reaction  has  been  a  pronounced  trend 
o  self-insurance— the  retention  by  municipal- 
ties  of  part  or  all  of  their  liability  exposure, 
vith  claims  paid  out  of  reserve  funds.  At  the 
ame  time,  cities  are  becoming  more  deeply 
nvolved  in  risk  management— both  to  de- 
ermine  the  best  possible  combinations  of  self- 
nsurance  and  commercial  insurance  and  to 
educe  their  liabilities  through  loss  prevention 
echniques. 

Limiting  civic  liability 

Many  observers  believe,  however,  that  the 
ohger-range  solution  lies  in  legal  restrictions 


on  municipal  liability— a  partial  return  to  the 
immunity  principle.  In  effect,  a  government 
would  be  able  to  refuse  liability  except  in  spe- 
cified instances  and  up  to  certain  award  limits. 

In  New  Mexico,  a  state  law  adopted  in  1976 
rejects  all  liability,  for  the  state  and  for  its  local 
governments,  except  in  clearly  defined  areas. 
They  include  the  operation  of  motor  vehicles 
and  the  maintenance  of  highways,  streets,  pub- 
lic buildings  and  public  utilities.  Limits  of  lia- 
bility are  stated  in  dollar  amounts  and  "punitive 
and  exemplary"  damages  are  forbidden.  And 
there  is  a  two-year  statute  of  limitations  with 
respect  to  the  filing  of  claims. 

As  an  objective  discussion  of  public  liability 
today,  IN  A  has  prepared  a  booklet  entitled, 
"Municipal  Liability:  Some  Professional  Con- 
siderations!1 Copies  may  be  requested  by  writ- 
ing INA  Corporation,  1600  Arch  Street,  Phil- 
adelphia, Pa.,  19101. 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadel- 
phia, in  1792.  Today  INA  and  its  affiliated  com- 
panies operate  around  the  world  with  major 
interests  in  property  and  casualty  insurance, 
marine  and  aviation  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management 
services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 

INIV 

Insurance  Professionals 


Why  Chemical 
Companies  Are  Nervous 

You'd  be  nervous,  too,  if  cash-rich  oil  companies 
were  expanding — geometrically — their  capacity  to 
produce  an  item  basic  to  your  business. 


Would  Detroit  worry  if  Pittsburgh 
were  building  auto  assembly  lines?  Eth- 
ylene is  the  petrochemical  industry's 
equivalent  of  steel.  It  is  the  raw  material 
for  plasties  that  make  up  large  parts  of 
your  home,  your  ear  and  a  hundred  Oth- 
er familiar  items  Since  the  stufl  comes 
from  petroleum,  in  either  its  liquid  or 
gaseous  form,  the  oil  industry  has  been 
lor  years  a  basic  supplier  of  ethylene  to 
tlie  chemical  industry. 

This  is,  however,  an  arrangement,  the 
wa)  things  are  clone,  for  the  realit\  is 
that  pretty  much  anyone  with  a  barrel  of 
crude  or  a  few  cubic  feet  of  gas  and  a  lot 
of  money  can  make  ethylene,  as  illustrat- 
ed by  the  fact  that  Union  Carbide,  a 
chemical  company,  is  a  bigger  producer 
of  the  stuff  than  any  single  oil  company. 
This  is  remarkable.  Sure,  Ford  Motor 
Co.  makes  its  own  steel  at  River  Rouge, 
but  its  output  is  tiny  compared  to  that  ot 
even  medium-sized  steel  firms. 

But  a  sword  cuts  both  ways:  Just  about 
anyone  with  a  barrel  ot  ethylene  can 
make  intermediate  materials  further  up 
the  line — polyethylene  (for  plastic  bags 
and  bottles)  or  polystyrene  (for  insulation 
and  packaging),  and  so  on  right  up  the 
ladder.  Now  suddenly  the  oil  industry 
has  been  increasing  geometrically  its  ca- 
pacity of  ethylene — in  response  to  no 
equivalent  increase  in  demand.  Get  the 
picture? 

Look  at  the  list:  Atlantic  Richfield  just 
opened  its  second  "new  plant  in  two 
years,  to  bring  its  capacity  to  3.2  billion 
pounds  of  ethylene  from  only  625  million 
three  years  ago.  Texaco:  adding  1  billion 
pounds.  Phillips:  adding  1  billion 
pounds.  Gulf  1.2  billion  pounds  just 
added.  Exxon:  adding  1.3  billion 
pounds.  Next  year  Shell  Oil  opens  a 
$400-million  plant  that  will  produce  1.5 
billion  pounds.  By  1981  Shell  will  have 
added  yet  another  1.5  billion  pounds,  at 
which  point  it  will  have  taken  production 
leadership  away  from  Union  Carbide. 

Why? 

To  hear  the  oil  companies  tell  it,  it  is 
simply  an  accident  of  supply  and  de- 
mand. Natural  gas  has  become  too  ex- 
pensive to  use  as  a  feedstock  for  ethyl- 
ene. So  the  new  feedstock  is  gasoil,  a 
heavy  fraction  of  the  crude  oil  barrel 
which  the  oil  industry  comes  by  as  part 
of  refining  crude  oil  to  make  its  main 
product,  gasoline.   New  feedstocks  re- 


quire new  plants,  that's  all. 

But  plastics  men  are  not  so  sure.  What 
they  see  are  cash-rich  oil  companies 
looking  for  new  ways  to  invest.  And 
since,  after  all,  chemical  companies  are 
basically  technologically  minded  middle- 
men between  the  oil  well  and  the  con- 
sumer, they  have  reason  to  fear. 

Indeed,  it  has  happened  before.  Back 
in  the  1950s,  the  oil  companies  invaded 
the  chemical  fertilizer  markets.  Many 
chemical  men  surmise  that  it  was  simply 
because  they'd  figured  out  how  to  do  it — 
how  to  rearrange  the  natural  gas  mole- 
cule, that  is.  At  any  rate,  they  hadn't 
figured  out  how  to  make  money  at  it,  and 
the  result  was  a  disastrous  glut.  Fertiliz- 
er markets  didn't  recover  until  the  mid- 
Sixties,  and  the  chemical  div  isions  of  oil 
companies  acquired  a  reputation  for  in- 
vading chemical  markets  with  irresponsi- 
ble pricing,  ruinous  of  everything  lor 
eveiyone. 

This  time,  even  more  is  at  stake.  The 
oil  companies  are  on  the  prow  l  for  profit- 
able places  to  put  their  cash.  Growth 
prospects  for  gasoline  are  between  slim 
and  nil.  And  there  are  limits  to  the  num- 
ber of  circuses  or  department  stores  an 
oil  company  can  buy. 

The  future,  as  the  man  said  in  the  film 
The  Graduate,  is  "plastics."  Derivatives 
ol  ethylene  still  hav  e  markets  to  conquer 
in  the  building  and  automotive  indus- 
tries. Says  Jack  B.  St.  Clair,  president  of 
Shell  Chemical  Corp.,  "We  expect  them 
to  grow  at  IV2  times  the  GNP  growth 
late  in  1980-81."  It's  not  surprising  that 
Shell  is  spending  $600  million  this  year 
and  another  $600  million  next  year  partly 
to  build  up  its  market  share  in  polypro- 
pylene and  isopropanol,  two  important 
intermediate  building  blocks. 

The  same  tendency  can  be  observed 
all  along  the  chemical  spectrum.  In  eth- 
ylene glycol  (basic  for  antifreeze)  a  joint 
venture  between  Halcon  International 
and  Atlantic  Richfield  will  edge  Dow  out 
of  the  number-two  position  next  year, 
according  to  figures  worked  out  by  An- 
antha  K.S.  Raman  of  First  Boston  Corp. 
Phillips  Petroleum  will  ensure  its  market 
leadership  in  high-density  polyethyl- 
ene— the  plastic  bottle  stufl — by  adding 
62%  to  its  capacity  by  1980.  Lou-densitv 
polyethylene — the  plastic  film  stuff — 
still  belongs  to  Union  Carbide,  but  for 
how  long?  Mobil  Oil  entered  the  field 


Chemical  Man:  Shell's  jack  St.  Clair 
says  the  basic  difference  between  gaso- 
line and  chemicals  is  "opportunity." 


this  year.  Exxon  built  capacity  tins  year; 
Arco  will  add  capacity  in  1979. 

So  what  is  a  nice  chemical  company 
like  Carbide  to  do?  Monsanto  and  Du 
Pont,  which  buy  rather  than  make  al- 
most all  their  ethylene,  can  look  forward 
at  least  to  the  possibility  of  the  low  prices 
that  an  ethylene  glut  will  briny; — but 
even  so.  they  can't  relish  increased  com- 
petition further  up  their  lines.  Their  best 
hope,  of  course,  is  technology:  Carbide 
has  a  new  process  for  making  polyethyl- 
ene; Carbide  and  Dow  are  working  on 
ways  to  make  ethylene  directly  from 
crude  oil,  thus  making  the  oil  companies 
the  expensive  middlemen.  Of  that  possi- 
bility, which  also  involves  beating  the  oil 
companies  to  the  punch.  Shell  s  St.  Ulan 
says:  "For  the  sake  of  the  country,  as  a 
citizen  and  a  consumer,  I  hope  they 
succeed.  We  ll  all  benefit.  Then,  with  a 
small  smile,  he  adds,  "Of  course.  Shell 
knows  something  about  cracking  crude 
oil  molecules,  too. 

Obviously,  it  overdraws  the  case 
somewhat  to  compare  it  to  a  situation  in 
which  Pittsburgh  integrates  so  far  for- 
ward that  it  produces  automobiles.  The 
petrochemical  spectrum  is  a  far  more1 
continuous  band,  and  the  oil  companies 
haven't  moved  that  far  along  it  toward 
end  use.  But  this  much  is  clear:  If  chemi- 
cal derivatives  oiler  a  growth  opportuni- 
ty in  the  next  dec  ade,  it  is  a  good  bet  the 
oil  companies,  their  cash  flows  heft)  .  will 
take  that  opportunity.  They  must.  ■ 
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This  announcement  is 


not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  December  5, 1977 


$150,000,000 
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8.40%  Debentures  Due  December  1,  2007 


Price  100% 

plus  accrued  interest,  if  any,  from  December  12, 1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 
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The  Numbers  Game 


Sauce  For  The  Goose? 


Should  the  country's  thousands  of  small, 
closely  held  companies  be  forced  to  fol- 
low reporting  rules  designed  with  big 
companies  in  mind?  Or  should  there  be 
simpler  rules  for  the  smaller  firms? 

According  to  the  Financial  Accounting 
Standards  Board,  the  CPA  profession's 
rules-writing  body,  all  companies  should 
account  and  report  in  the  same  way.  In 
effect,  the  FASB  sa\s  good  ac- 
counting principles  arc  univer- 
sally good.  But  this  has  an  in- 
creasing number  of  practicing 
CPAs  in  a  furor.  They  hotly 
claim  that  much  disclosure  re- 
quired of  large  companies  is  ir- 
relevant, though  costly,  for  small 
firms.  They  are  demanding  that 
the  FASB  exempt  small  films 
horn  big-lirm-oriented  rules. 

This  battle  is  getting  very 
heated:  Forbes  recently  learned 
that  some  members  of  the 
American  Institute  of  ('citified 
Public  Accountants,  which  is  the 
professional  hod;  representing 
CPAs,  are  threatening  to  chal- 
lenge the  KASB's  authority  by 
pressuring  the  AICPA,  in  effect, 
to  write  its  own  rules. 

The  dissident  CPAs  empha- 
size they  don't  want  special  ac- 
counting principles  (i.e.,  rules 
lor  measuring  economic  events) 
for  small  firms.  Not  at  all.  What  they 
object  to  is  forcing  the  little  fellows  to 
report  t.ie  same  things  big  companies 
must  disclose.  They  ask,  for  example, 
who  benefits  if  CPAs  force  a  family- 
owned  firm  with  ten  shares  of  stock  to 
calculate  per-share  profits?  Not  the  fam- 
ily, certainly.  Yet  to  render  an  unquali- 
fied "clean"  opinion  on  the  company,  the 
CPAs  have  no  choice  but  to  insist  upon 
pel -share  disclosure.  If  the  client  refuses 
to  go  along,  the  CPA  must  render  a 
qualified  opinion.  In  our  litigation- 
prone,  cover-your-backside  society, 
"dirty  opinions  can  raise  eyebrows 
among  bankers,  say,  or  future  investors. 

Mostly  the  dissidents  heat  right  now 
is  focused  on  FASB  rules  13  and  14. 
FASB  13  requires  companies  to  provide 
detailed  information  on  any  assets 
leased.  Bule  14  says  firms  must  disclose 
sales  and  profits  for  each  segment  of  a 
business.  The  record-keeping  system 
needed  to  make  such  disclosures  can  be 
costly — and  often  meaningless. 

Example:  William  Mette  Jr.,  top  part- 
ner at  ninth-largest  CPA  firm  Alexander 


Grant  &  Co.,  says  he  has  a  small  mid- 
western  client — two  brothers  who 
wholesale  office  equipment.  But  they 
also  sell  the  goods  from  an  outlet  in  the 
front  of  their  warehouse.  "According  to 
FASB  14,"  says  Mette,  "they  are  in  two 
businesses,  wholesaling  and  retailing, 
and  Bule  14  says  they  must  disclose  sales 
and  profits  for  each  segment."  Mette 


says  their  CPA  bill  may  increase  by 
$1.000-to-$2,000  a  year— or  10%  to 
20%— if  they  comply  with  Bule  14.  So 
incensed  is  Mette  that  his  firm  recently 
spent  $7,500  to  publish  a  very  strongly 
worded  "open  letter"  to  the  FASB  in  the 
Wall  Street  Journal  demanding  that  the 
board  relax  the  rules  for  the  small  closely 
held  companies.  "It  is  time,  said  Mette 
to  Forbes,  "that  someone  stands  up  to 
the  FASB  for  the  small  firms." 

Are  the  dissident  CPAs  acting  purely 
out  of  good  feelings  tor  the  little  fellows? 
Not  necessarily.  The  vast  majority  of  the 
country's  CPAs  relies  upon  small  busi- 
nesses for  their  fees.  Obviously  the  ac- 
countants don't  want  the  clients  to  get 
mad  at  them,  the  way  people  are  getting 
mad  at  lawyers  and  doctors.  Yet  it  is 
small  businesses  much  more  than  large 
corporations  who  are  suffocating  under 
all  sorts  of  paperwork  requirements — 
from  myriad  levels  of  government,  and 
increasingly  from  CPAs.  The  smaller 
businessmen  are  getting  mad  at  the 
CPAs.  Evidence: 

•  In  1972  George  Hobgood  and  Joseph 


Sciarrino  of  the  Financial  Executives  In- 
stitute looked  into  nearly  2, (XX)  large  and 
small  corporations'  relations  with  CPAs. 
One  finding:  firms  with  sales  under  $.50 
million  pay  six  times  as  much  per  dollar 
of  sales  for  accounting  services  as  do 
firms  with  sales  over  SI  billion. 
•  When  Hobgood  and  Sciarrino  asked, 
"Are  audit  fees  reasonable?"  only  17%  of 
the  large  firms'  executives  said 
"No,"  vs.  47%  for  the  smaller 
manufacturing  firms. 

Benjamin  Benson,  a  leading 
partner  at  Little  Eight  CPA  firm 
Laventhol  &  Horwath,  puts  it 
this  way:  "We  would  rather  use 
the  substantial  fees  our  clients 
are  paying  us  in  more  productiv  e 
ways,  such  as  doing  profit  and 
cost  analyses,  or  tax  planning. 
But  what  is  happening  is  that 
financing  statements  are  getting 
more  and  more  voluminous.  I 
personally  don't  see  why  we 
should  put  our  small  clients  to 
the  expense  of  writing  books  that 
no  one  needs  or  reads." 

At  its  November  board  of  di- 
rectors meeting,  the  AICPA  de- 
cided to  send  a  representative  to 
the  FASB  to  press  for  action. 
Forbes  has  learned  that  to  force 
the  issue  with  the  FASB  some 
CPAs  want  the  AICPA  to  take  its 
own  action.  They  threaten  that  the 
AICPA  itself  will  write  its  own  small, 
closely  held  company  exemptions — say- 
ing, in  effect,  that  GAAP  for  large  com- 
panies is  not  necessarily  GAAP  for  small- 
er ones.  Says  a  leading  dissident  CPA: 
"This  could  be  a  showdown." 

You  might  wonder  why  the  FASB 
doesn't  give  up.  Why  not  exempt  family- 
owned  firms  from  such  pointless  exer- 
cises as  earnings-per-share  disclosures? 

Answer:  Because  no  one,  the  dissident 
CPAs  included,  can  agree  upon  what 
"small"  means.  Is  privately  owned  So- 
billion-plus-sales  Continental  Grain 
"small"?  Is  $135-million-sales  New  York 
Stock  Exchange-listed  Buttes  Oil  &  Gas 
"big"?  William  Barth,  Arthur  Andersen's 
partner  in  charge  of  small  business  prac- 
tice, says:  "It  is  very  easy  to  oversimplify 
the  Big  GAAP  vs.  Little  GAAP  problem. 
Anyone  who  thinks  we  can  sit  down  at  a 
table  and  agree  on  a  solution  is  just 
kidding  himself. 

Meanwhile,  that  old  meter  keeps  tick- 
ing up  higher  accounting  bills  for  thou- 
sands of  relatively  small  businesses.  ■ 
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We  know 
the  course. 

But  it  takes 
hard  working 
partners  to 
win  the  race. 

BUSINESS  INSURANCE 
IS  A  PARTNERSHIP.  And 
that  means  it's  not  a  one 
man  job.  It  works  best  with 
the  counseling  of  an  experi- 
enced insurance  company. 
Plus  the  alertness  and  energy 
of  a  willing  policyholder. 

We  can't  promise  you  a 
safe  harbor  from  all  problems. 
But  when  both  partners 
work  together  to  prevent 
losses,  you  have  your  best 
chance  to  control  your 
ultimate  insurance  costs. 
That's  the  goal  of  our  kind 
of  partnership. 

Too  many  other  business 
costs  are  beyond  control.  But 
you  can  still  have  an  influ- 
ence on  how  much  your 
company  pays  for  business 
insurance.  For  smooth  sailing, 
work  with  the  people  who 
know  business  insurance  like 
nobody  else  in  the  business. 


Come  to  the  source 


Employers  Insurance  of  Wausau 

Wausau,  Wisconsin 


Statistical  Spotlight 


The  Nifty  Fifty  Revisited 


Once  upon  a  time  there  was  something 
called  a  "two  tier"  market  on  Wall 
Street.  Actually,  it  wasn't  so  very  long 
ago,  and  it  didn't  last  for  very  long,  hut 
the  period  had  some  of  the  same  mythic 
quality  ot  the  Wild  West.  Short-lived  in 
tact,  it  is  long-lived  in  fantasy. 

What  happened  was  this:  It  was  late 
1972  and  amid  euphoria,  the  Dow  Jones 
average  had  broken  a  thousand.  OPEC 
had  not  begun  to  show  its  devastating 
power  over  petroleum  pricing.  Peace 
was  at  hand  in  Vietnam,  according  to 
Kissinger.  Dick  Nixon  had  been  re- 
turned to  the  White  House  by  a  land- 
slide margin,  and  price  controls  were 
about  to  come  off,  as  administra- 
tion economists  declared  that  tide 
had  turned  in  the  battle  against 
inflation. 

Inexplicably,  however,  as  if  it 
knew  something  the  rest  of  the 
world  didn't,  the  market  began 
misbehaving.  By  early  1973,  de- 
spite record  earnings  across  the 
width  and  breadth  of  industry, 
stocks  began  dropping  at  astonish- 
ing rates.  The  entire  Big  Board 
seemed — against  all  reason — to  be 
sliding,  if  not  exactly  crashing, 
down  around  investors'  ears.  By 
late  1974  the  market  had  lost  all  its 
gains  of  the  preceding  decade. 

But  in  the  midst  of  this  general 
decline,  four  dozen  or  so  stocks 
stood  out — by  holding  up  relative- 
ly well.  These  were  the  favorites  of 
the  biggest  institutions  in  the 
land — the  banks,  the  pension 
funds,  the  mutual  funds — and  within  a 
few  months  in  late  1972  and  early  1973 
they  acquired  a  striking  common  de- 
nominator: They  were  the  stocks  whose 
prices  and  price/earnings  ratios  fell  v  ery 
little.  It  was  not  as  if  this  handful — this 
"Nifty  Fifty,  as  they  came  to  be  called — 
rose  suddenly  from  the  ocean;  it  was  as 
though  all  of  the  U.S.  but  Nebraska  had 
sunk  into  the  sea.  The  "two  tier"  market 
really  consisted  of  one  tier  and  a  lot  of 
rubble  down  below. 

What  held  the  Nifty  Fifty  up?  The 
same  thing  that  held  up  tulip  bulb  prices 
in  long  ago  Holland — popular  delusions 
and  the  madness  of  crowds.  The  delusion 
was  that  these  companies  were  so  good 
that  it  didn't  matter  what  you  paid  for 
them;  their  inexorable  growth  would  bail 
you  out.  Men  like  James  Needham,  then 
chairman  of  the  New  York  Stock  Ex- 
change, demurred.  "The  huge  institu- 


tions," he  complained,  "persist  in  tight- 
ening their  concentration  in  a  favorite 
[few]  stocks  while  ignoring  hundreds  of 
other  choice  investment  opportunities. 
But  no  matter,  you  couldn't  argue  with 
success. 

Of  course,  you  know  the  rest.  It  was 
inev  itable.  The  Nifty  Fifty  were — in  the 
words  of  Forbes  columnist  Martin  Sos- 
nofl — taken  out  and  shot  one  by  one. 
The  oil  embargo  hit  Disney:  down  27 
points  in  four  weeks.  Production  prob- 
lems at  Polaroid:  down  50  points  in  three 
months.  A  critical  cover  story  in  Forbes: 
Avon  Products  lost  46^  in  six  months. 
But  the  real  problem  was  never  the  par- 


BRAiNKRP. 


ticular  deflating  needle.  It  was  the  fact 
that  a  company  like  Kodak  was  selling  for 
three  times  the  value  of  Ford  Motor,  and 
that  was  just  plain  silly.  Sooner  or  later, 
money  men  all  over  town  were  making 
second  decisions,  and  the  sound  of  insti- 
tutions unloading  on  institutions — a 
sound  not  unlike  human  moans — filled 
the  air. 

Today,  most  institutional  investors  are 
cool  to  their  former  loves.  And  why  not? 
It  hurts  when  you  lose  $50,  $75,  even 
$100  a  share. 

Now,  nobody  can  remember  where 
the  term  Nifty  Fifty  came  from  or  who 
first  used  it.  Like  the  sickness  it  de- 
scribed, the  term  came  from  nowhere 
and  went  nowhere. 

There  was  never  an  official  list  of  the 
Nifty  Fifty.  One  oldtimer  believes  that 
Kidder,  Peabody's  monthly  list  of  the  .50 
Big  Board  stocks  with  the  highest  multi- 


ples probably  came  closest — although 
Kidder  disdains  credit. 

In  late  1972  multiples  of  the  Fifty 
ranged  from  Sony's  92  to  Coming's  45. 
Today  Sony  sells  at  just  14  times  earn- 
ings. Corning  at  II.  Some  of  1972  s  Nifty 
are  now  low-P/E  stocks:  Natomas  brings 
only  four  times  its  latest  reported  12- 
month  earnings  (vs.  55  times  in  1972).  In 
fact,  only  26  names  from  1972  s  Nifty 
Fifty  remain  on  Kidder,  Peabodv  s  Nifty 
Fifty  list  for  November  1977. 

Yet,  like  most  such  ideas,  this  one 
wasn't  all  wet.  Most  of  the  Nifty  Fif  ty  did 
turn  out  to  be  very  good  stocks.  Their 
earnings  have  gone  on  rising,  while  the 
stocks  declined,  and,  as  a  result, 
the  median  price/earnings  ratio  is 
now  15  vs.  55. 

Obviously  the  problem  was  not 
with  the  companies  but  with  the 
temporary  insanity  of  institutional 
money  managers — proving  again 
that  stupidity  well-packaged  can 
sound  like  wisdom.  It  was  so  easy 
to  forget  that  probably  no  sizable 
company  could  possibly  be  worth 
over  50  times  normal  earnings.  \s 
the  late  Burton  Crane  once  ob- 
served about  Xerox,  its  multiple 
discounted  not  only  the  future  but 
also  the  hereafter. 

But  15  times  earnings  is  some- 
thing else  again.  Sure,  the  old  Nif- 
ty Fifty  still  command  higher- 
than-average  price/earnings  ratios, 
but  the  premium  seems  pretty 
modest  considering  the  strong 
prospects  for  most  of  these  still 
"nifty"  companies.  Shouldn't  investors 
pay  a  premium  for  the  genius  of  Dr. 
Edwin  Land?  For  Emery  Air  Freight's 
seasoning  and  high  profitability?  For 
Xerox  dominant  position  in  a  still-grow- 
ing market?  Or  Sony's  product  ingenu- 
ity, McDonald  s  hamburger-delivery 
system,  or  Disney's  right  to  introduce 
Snow  White  to  yet  unborn  generations  of 
American  children? 

There"  never  was  anything  wrong  with 
the  idea  of  paying  a  bit  extra  to  own  a 
stock  with  growth  prospects.  That  is  only 
common  sense.  The  concept  went  wrong 
when  its  followers  threw  away  common 
sense  and  tried  to  substitute  religion. 

These  were  once  "one-decision 
growth  stocks" — stocks  to  buy  .  put  away 
and  watch.  The  investment  community  , 
however,  had  second  thoughts  about 
them  and  decided  to  sell.  Is  it  time  now 
for  a  third  decision — this  time  to  buy?  ■ 
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The  Shifty  Fifty 


Over  half  of  these  NYSE  companies  that  were  once  considered  "nifty 
have  managed  to  retain  their  footing  on  Kidder,  Peabody's  list 
of  stocks  with  high  price/earnings  ratios.  However,  the 
median  price/earnings  ratio  has  plummeted.  In  1972  investors  were 
willing  to  pay  $55  to  command  $1  in  earnings  in  the  median 
"Nifty  Fifty"  stock.  Today  they  will  invest  just  $15. 


1972    1977   1972-1977  Price  Range 


Price/ 

Price/ 

Earnings 

Earnings 

Indicated 

Recent 

Company 

Rankt 

Ratio 

Rankt 

Ratio 

Hieh 

Low 

Yield 

Sony 

1 

92 

* 

14 

187. 

3'/2 

1.1% 

772 

Polaroid 

2 

90 

* 

10 

149'/2 

14% 

3.0 

26 '/» 

MCIC  Investment 

3 

84 

* 

10 

97% 

6Vb 

3.0 

16'/4 

McDonald's 

4 

83 

18 

16 

77% 

21  74 

0.4 

51 

U(l  \  H  1     1  ItlVt.  IIIM 

5 

R? 
oz 

o 

1  7 

o  1  /a 

u.o 

JO  /B 

Int'l  Flavors  and  Fragrances 

6 

81 

1 

19 

497« 

18% 

2.1 

227b 

Automatic  Data  Proc. 

7 

80 

5 

17 

497b 

10'/b 

1.4 

28  7b 

Walt  Disney 

8 

76 

8 

17 

110% 

15% 

0.8 

40% 

Rite  Aid 

9 

72 

* 

11 

56% 

272 

1.6 

19% 

rir  Ppnnpr 

1 0 

1  ^ 

1  D 

in 

A.  l  A 

J.O 

I  H  /H 

Colonial  Penn 

11 

68 

* 

9 

70 

18 

3.1 

32% 

Emery  Air  Freight 

12 

67 

9 

17 

75 

24 

3.5 

427b 

Ponderosa  System 
Hewlett-Packard 

13 

67 

* 

9 

86 'A 

3% 

none 

16 

14 

65 

10 

17 

1 20V2 

4572 

0.5 

737b 

L/igiidc  mjuipfiieni 

Oj 

1  J. 

OU  /R 

1  £  1/.. 
1  J  7H 

none 

43  J/4 

Avon  Products 

16 

64 

13 

16 

140 

18% 

5.0 

487b 

Avery  International 

17 

62 

* 

10 

5T/2 

1572 

2.7 

1672 

Johnson  & Johnson 

18 

61 

4 

18 

133 

62  Vh 

2.0 

757s 

Bandag 

19 

60 

* 

8 

43 

107b 

3.4 

11% 

national  v_neiiisearcii 

?n 

* 

Ji/4 

1  £  \/a 

I  J  /4 

Z.J 

1  fl7/n 

Marriott 

21 

59 

* 

10 

36V4 

57b 

1.1 

10% 

Simplicity  Pattern 

22 

58 

* 

12 

587b 

67b 

4.3 

11% 

Tropicana  Products 

23 

58 

45 

14 

60% 

672 

3.0 

3374 

Natomas 

24 

55 

* 

4 

46% 

I6V2 

4.4 

367b 

C  R.  Bard 

25 

55 

* 

14 

42 

9% 

1.9 

1472 

CMI  Investment 

26 

54 

* 

7 

61  Va 

3% 

3.5 

14% 

K  mart 

27 

54 

* 

13 

51% 

1874 

1.9 

297b 

Black  &  Decker 

28 

54 

33 

14 

42% 

14% 

2.9 

1672 

Jack  Eckerd 

29 

54 

47 

13 

43  Vi 

10 

2.4 

267b 

Damon 

30 

53 

* 

neg. 

70% 

5 

3.6 

5% 

American  Hospital  Supply 
Standard  Brands  Paint 

31 

53 

31 

14 

55  </b 

18'/4 

2.0 

277b 

32 

53 

49 

13 

56% 

22% 

1.6 

297b 

Perkin-Elmer 

33 

52 

19 

16 

43  '/2 

15 '/a 

1.5 

21  % 

Schlumberger 

34 

52 

11 

17 

74 

2172 

1.5 

72% 

AMP 

35 

51 

32 

14 

527b 

207b 

1.8 

26% 

Burroughs 

36 

51 

34 

14 

126% 

5472 

1.5 

6872 

Long's  Drug  Stores 

37 

51 

16 

16 

42% 

157. 

2.1 

267« 

Masco 

38 

51 

* 

11 

32% 

972 

2.0 

2072 

Schering-Plough 

39 

51 

* 

10 

87% 

277b 

3.7 

30% 

Wal-Mart  Stores 

40 

50 

50 

13 

20 

3% 

0.9 

19% 

Merck 

41 

50 

27 

15 

101V2 

467b 

3.0 

55% 

Electronic  Data  Systems 

42 

49 

12 

65% 

1072 

4.5 

16 

Marion  Labs 

43 

49 

# 

11 

57% 

1 1  '/„ 

4.4 

1372 

Xerox 

44 

49 

* 

10 

1717s 

43  7b 

3.4 

4774 

Clorox 

45 

49 

* 

10 

53 

5Vz 

4.3 

14 

Coca-Cola 

46 

47 

23 

15 

75 

22% 

4.1 

37% 

Eastman  Kodak 

47 

47 

46 

13 

151% 

49% 

4.1 

5174 

Texas  Instruments 

48 

46 

44 

14 

1387b 

58% 

1.8 

71  Va 

Eli  Lilly 

49 

46 

* 

12 

92  V2 

32% 

3.7 

377b 

Corning  Glass 

50 

45 

* 

11 

1 26% 

25 

2.7 

56 

t  Kidder,  Peabody.  Based  on  trailing  earnings  per  share  and  approximate  end-of-month  prices.  Excludes  gold  mining  shares,  companies  with  nominal 
earnings  and  issues  that  sell  on  a  cash  flow  basis.         *  Not  currently  in  Top  50  ranking.         neg.  Negative  pie  ratio. 
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"When  I  run  out  of  TV  Guide, 
I'm  in  trouble." 


What  makes  people  want  a  magazine? 
How  do  they  feel  about  what  they  read  in  it? 
We  asked  some  of  TV  Guide's  readers  in 
Springfield,  Massachusetts  to  tell  us. 

Gary  Muzyka  is  a  store  manager  for  Big  Y 
Supermarkets.  He  has  a  retailer's  keen  eye  for 
what  moves.  "I  know  when  I  run  out  of 
TV  Guide,  I'm  in  trouble''  Gary  told  us.  "A  lot  of  people 
get  very  mad.  It's  like  running  out  of  a  special 
and  it's  not  even  on  special'' 


TV  Guide.  A  magazine  that  moves.  Gary  Muzyka  sees  it 
at  Big  Y.  Advertisers  feel  the  action  all  across  America.  People 
want  a  fresh,  informed  point  of  view  that  brings  television's 
role  into  sharp  focus.  And  they  know  where  to  get  it. 

Week  after  week,  TV  Guide  sells  itself. 

America  reads 


Basketball  was  invented  in 
Springfield.  At  the  Basketball  Hall 
of  Fame,  director  Lee  Williams 
told  us  of  his  appreciation  of  the 
sports  articles  in  TV  Guide.  "Gee, 
you  do  that  more  than  just  casually. 
You  can't  beat  Mel  Durslag. 
He's  one  of  the  best  sports- 
writers  in  the  country." 

Doris  Ransf  ord  takes  a  lively 
interest  in  the  influence  of  tv.  "If 
I  only  wanted  the  program 
listings,  I  could  read  the  news- 
paper^' she  says.  "But  I'm 
interested  in  the  stories  behind 
the  programs'.' 


Rockwell  Keeney,  Jr.  is  an 
insurance  man  and  past  president 
of  the  Springfield  Chamber  of 
Commerce.  He  says,  "As  far  as 
people  advertising  in  it,  I  think 
TV  Guide  is  an  indispensable 
magazine  for  the  great  majority 
of  people'' 

We  watched  Gilbert  Vickers, 
choral  director  of  the  Springfield 
Symphony,  rehearse  the  difficult 
Berlioz  "Requiem"  Later,  when 
we  talked,  he  told  us,  "I  know 
when  we  don't  have  TV  Guide 
at  home,  we  miss  it.  So  we 
subscribe'.' 


About  twenty  million  times  over. 

And  a  magazine  that  sells  itself  can  sell  for  you.  Taking 
your  message  to  America's  largest  magazine  audience.  With 
a  speed  no  other  magazine  can  match. 

Sell  to  America  in  America's  best  selling  magazine. 

r  V  Guide. 
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Faces  Behind  The  Figures 


A  Big  Catch 


When  Stanley  McDonald  was  dis- 
charged from  the  Navy  in  1946  he  did 
what  many  a  veteran  might  wish  he  had 
done:  He  became  an  entrepreneur, 
starting  a  materials-handling  business  in 
his  native  Pacific  Northwest,  building  it 
into  Air-Mac,  Inc.  and  selling  it  to  RCA 
Corp.  in  1969.  In  1965  he  founded  Prin- 
cess Cruises,  which  he  sold  twice,  first  to 
Boisi  Cascade  in  196S,  then,  alter 
buying  the  company  back  in  1970,  to 
Pacific  &  Orient  of  England,  staying  on  a 
president 

Robert  Ilallidas  hasn't  clone  badly  ei- 
ther. He  divides  his  career  history  into 
four  phases:  One,  his  beginning,  an  ac- 
countant with  Arthur  Andersen.  Two,  a 
stint  as  a  corporate  officer  in  the  halcyon 
days  ol  Boise  Cascade  (Robert  Hans- 
berger,  who  let!  Boise  into  a  dizzying 
drive  for  grow  th  and  acquisitions  that 
nearly  ended  in  disaster,  once  intro- 
duced Halliday  to  securit)  analysts  as 
"our  anchorman  ").  Three,  his  years  as  an 
entrepreneur,  when  he  and  Michael 
Dingman  in  1970  turned  an  investment 
company  named  Equit)  Corp.  into  an 
operating  company  named  Wheelabra- 
tor-Frye.  Along  the  way,  he  collected 
interests  in  several  small  companies  and 
a  1.7-million-aere  ranch  in  Nevada. 

Now  Hallidax  is  entering  Phase  Four. 
"I'm  not  sure  what  it's  going  to  turn  out 


to  be,"  he  sa\s.  Fair  enough,  but  he  has 
made  a  promising  start.  Recently, 
Chrysler  announced  it  was  selling  $50 
million-plus  ol  real  estate  to  a  new  part- 
nership called  McDonald-Halliday  En- 
terprises. Based  in  Seattle,  the  two  part- 
ners are  now  the  proud  owners  of  the 
Almaden  Fashion,  a  425,000-square-foot 
regional  shopping  center  in  San  Jose, 
Calif;  the  l-million-square-foot  Towne 
Fast  Square  in  Wichita,  Kans.;  the 
650,000-square-foot  Esplanade  Shop- 
ping Center  in  Oxnard,  Calif;  the  200- 
room  Northfield  Hilton  Inn  in  Troy, 
Mich.;  and  the  300-acre-plus  Northfield 
Hills  Property  project  outside  Detroit, 
perhaps  the  most  exciting  property  of  all, 
where  they  intend  to  develop  high  rises 
and  a  new  shopping  center.  "The  shop- 
ping centers  are  already  built,  says  Mc- 
Donald, "and  we  can  only  enlarge  them. 
But  Northfield  is  largely  undeveloped, 
so  we're  going  to  be  putting  a  lot  of 
money  in  there."  Nor  will  the  partner- 
ship stop  with  the  Chrysler  purchase. 
"Were  looking  for  other  deals  that  we 
can  add  something  to,    says  Halliday. 

In  addition  to  the  Chrysler  properties, 
McDonald  and  Halliday,  both  avid  fish- 
ermen, snagged  two  top  real  estate  ex- 
perts to  help  them  run  their  partnership. 
Halliday  and  McDonald  each  took  one- 
third  of  the  partnership  and  offered  the 
other  third  to  Herbert  West,  formerly 


with  a  BankAmerica  Corp.  real  estate 
subsidiary,  and  Norm  Scheidt,  a  senior 
%  ice  president  of  Cushman  6c  Wakefield, 
Buckbee,  Thorite  &  Co.  West  will  work 
for  the  new  enterprise  full  time,  Sheidt 
part  time.  In  their  ability  to  combine 
their  skills  with  McDonald  s  proven  op- 
erating talents  and  Halliday  s  experience 
in  finance  and  taxes  rests  the  firm's  long- 
term  future.  The  long-term,  Mc  Donald 
and  Halliday  believe,  is  prec  isely  w  hat  is 
required  for  success  in  real  estate.  They 
see  their  deal  as  just  part  of  a  major 
current  trend,  in  which  nontraditional 
owners,  such  as  RFITs  and  corporations, 
are  selling  real  estate  back  to  more  tradi- 
tional owners,  such  as  individuals  and 
small  partnerships  I  FoHBES,  Dec.  1, 
Cover  Story).  "A  lot  ol  people  have-  tried 
to  short-term  it,  Hallidav  says.  "A  lot  of 
real  estate  went  to  people  who  didn  t 
have  holding  power  or  didn  t  know  what 
to  do  with  it."  Even  large  publicly 
owned  companies  have  had  the  problem 
that  real  estate  often  produces  hidden 
lather  than  reportable  earnings. 

Obviously,  McDonald-Halliday  has  no 
such  problems.  After  assuming  existing 
Chrysler  mortgages,  they  borrowed 
"some  money  from  Seattle-First  Nation- 
al and  put  up  the  rest  themselves.  Their 
outfit  is  privately  owned,  trim,  with  only 
four  principals,  and  small,  with  "only" 
•$50  million-plus  of  real  estate  assets.  ■ 


Sitting  Pretty:  Stanley  McDonald  (below,  left)  and  Robert  Halliday  (right)  combine  corporate  careers  with  getting  rich. 
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nd  that 

ff  iciency  shows 
p  here. 


Earnings  Per  Common  Share 

$5.60 


973        1974        1975        1976  1977 


Ashland's  growth  has  never 
depended  on  how  much  crude  we 
produce,  but  on  how  efficiently  we 
refine  and  market  it.  And  that  talent 
is  part  of  the  reason  our  earnings 
per  share  have  increased  from 
$3.08  in  1973  to  $5.60  in  1977. 

In  part,  this  earnings  growth 
demonstrates  the  strength  of 
Ashland's  historic  emphasis  on 
refining  and  marketing  operations. 
With  petroleum  sales  exceeding 
refining  capacity,  we  can  almost 
always  run  our  refining,  transpor- 
tation and  marketing  facilities  at 
optimum  levels. 

Ashland  is  the  largest  supplier  of 
gasoline  to  independent  jobbers 


and,  as  an  innovative  marketer, 
pioneered  the  efficient  low-cost 
concept  of  selling  through  lowovei 
head— high  volume  independent 
service  stations. 

Ashland's  management  also 
has  moved  aggressively  into  other 
profitable  fields  like  specialty 
chemicals,  construction  and  coal. 

Today  we're  a  $5.1  billion 
corporation.  And  while  refining  anc 
marketing  petroleum  is  Ashland's 
specialty,  directing  our  talents 
where  the  money  is  will  always  be 
Ashland's  business.  ^^h^ 

inland 

Ashland  Oil.  Inc.,  Ashland,  Kentucky 


»s  Behind  The  Figures 


What's  Up,  Irwin? 

Irwin  Jacobs  is  at  it  again,  but  "it  is 
something  very  Vnuch  different  from  his 
historical  role  as  professional  liquidator 
(FoKBES,  Jan.  IS).  This  time,  the  36- 
year-old  Minneapolis  plunger  lias  made 
an  investment  that  shows  signs  of  being 
permanent.  In  October,  Minneapolis 
Shareholders,  a  Jacobs-controlled  com* 
panj ,  bought  23%  Of  Arctic  Enterprises, 
the  nations  largest  maker  of  snowmo- 
biles with  sales  of  $99  million. 

Considered  a  hot  stock  in  1971,  Arctic 
in  1973  and  1974  cooled  off  quickly; 
sales,  earnings  and  the  stock  s  price  fell 
drastically.  But  the  ensuing  shakedown 
saw  man)  competitors,  including  AMF, 
Bangor  Punta  and  Studebaker-Worth- 
ington,  leave  an  overcrowded  market.  It 
was  all  like  General  Motors  in  the 
1920s — Arctic  survived  as  number  one  of 
ten  in  a  field  that  had  numbered  100.  A 
loss  in  1974  converted  to  a  profit  of  50 
cents  a  share  in  fiscal  1977.  and  the 
company  brought  out  an  exciting  new 
product:  the  wetbike.  In  the  recent 
James  Bond  thriller.  The  Spy  Who  Loved 
Me,  Bond  emerges  from  a  submarine  on 
a  motorbike  that  lifts  itself  off  the  water 
and  skims  the  surf.  The  wetbike  may 
turn  out  to  be  as  hard  to  live  without  as 
the  snowmobile. 

But  why  Irving  Jacobs?  He  says  he 
docsn  t  know  .  He  could  merge  one  of  his 


holdings  into  Arctic,  but  he  sa\  s  no.  Nor 
docs  he  plan  a  tender,  although  he  has 
options  for  more  stock  from  Arctic  chair- 
man Lowell  Swenson,  the  man  who  sold 
him  controlling  interest. 

Jacobs  could,  of  course,  use  his  new 
investment  as  the  nut  of  a  new  conglom- 
erate. And  he  hints  at  two  areas  in  which 
he  could  add  value:  acquisitions  and  fi- 
nancing. About  financing,  Jacobs  says: 
"The  company  has  only  $7  million  of 
long-term  debt.  I  think  I  can  help  here. 
About  acquisitions:  He  has  already 
bought  5%  of  Sonesta  International  Ho- 
tels and  soon  will  control  Larson  Indus- 
tries, a  small  boat  manufacturer,  now  in 
Chapter  XI,  which  will  give  him  a  large 
tax-loss  carryforward. 

But  mainly,  Jacobs  will  simply  be 
there.  Says  John  Penn,  Arctics'  presi- 
dent: "Our  goals  of  diversification  and 
earnings  increases  won  t  change,  but  the 
pace  will  certainly  accelerate.  Jacobs  is 
bright,  young  and  aggressive-.  Investors 
agree.  Arctic  stock  jumped  from  4  to  7  on 
heavy  volume  once  he  indicated  inter- 
est. "I  think  the  buying  was  probably 
local,"  Penn  says.  "After  all,  Irwin  has  a 
track  record." 

A  track  record,  however,  has  to  be 
maintained,  and  the  monkey  is  on  Ja- 
cobs back  to  do  something  to  justify  his 
following.  "I  don't  know  what  I  m  trying 
to  do.  Everything  has  happened  so  fast. 


Masked  Man:  Liquidator  Irwin  Jacobs 
may  do  almost  anything  with  Arctic 
Industries — except  liquidate  it. 


People  expect  me  to  do  something. 

Indeed,  they  do.  And  even  if  Irwin 
Jacobs  isn't  telling,  it's  likely  that  he  has 
plans  for  Arctic  beyond  merely  making 
himself  the  snowmobile  king.  ■ 


Big  Break:  Developer  Joseph  Canizaro 
was  almost  no  one  in  New  Orleans,  until 
the  Shah  of  Iran  became  his  partner. 


Super  Bowl  Winner 

The  greatest  investment  Joe  Cani- 
zaro ever  made  was  the  $15  he  paid  for 
Super  Bowl  tickets  in  1970.  While 
watching  the  Kansas  City  Chiefs  defeat 
the  Minnesota  Vikings  23  to  7,  Canizaro, 
a  40-year-old  New  Orleans  real  estate 
developer,  was  introduced  to  Jack 
Shaffer,  and  finally  entered  the  big 
leagues.  Shaffer,  a  vice  president  at 
mortgage  bankers  Sonnenblick-Gold- 
man,  placed  Canizaro  in  contact  with 
Citicorp's  international  placement  divi- 
sion, which  in  turn  found  Canizaro  an 
ongoing  partner  to  back  his  projects. 

That  partner  is  none  other  than  the 
Shah  of  Iran.  The  Bank  Omran,  the  pri- 
vate bank  (assets:  $716  million)  belong- 
ing to  the  Iranian  royal  family's  Pahlavi 
Foundation,  is  now  a  50%-equity  partner 
in  Canizaro  s  Canal  Place  project  in 
downtown  New  Orleans 

The  $500-million  development,  when 
completed  in  10  to  15  years,  will  cover 
23  acres  with  a  mix  of  office,  retail  and 
residential  construction.  While  it  faces 
strong  competition  from  two  other 
mixed-use  New  Orleans  projects,  Canal 
Place's  first  office  building,  started  this 


fall,  is  already  50%  leased  to  South  Cen- 
tral Bell.  In  addition,  Sakowitz,  a  Hous- 
ton-based fashion  store,  has  signed  a  let- 
ter of  intent  to  rent  retail  space  in  the 
development's  next  stage,  and  Saks  Filth 
Avenue  is  expected  to  do  the  same  with- 
in a  month. 

Things  have  not  always  been  such  a 
breeze  for  Canizaro.  Although  he  has 
liv  ed  in  New  Orleans  for  over  ten  years 
(which,  in  a  newer  city  such  as  Houston, 
might  qualify  him  as  a  near-pioneer), 
Canizaro  has  been  treated  as  an  outsider. 
When  he  built  his  first  two  office  build- 
ings in  the  early  Seventies,  he  had  to  go 
to  a  Baton  Rouge  bank  for  interim  financ- 
ing. "Every  bank  in  the  city  of  New 
Orleans,  turned  me  down,  sa)  s  Cani- 
zaro, the  son  of  a  Biloxi  doctor.  And 
before  that,  Canizaro  lost  out  on  the 
development  of  some  property  he  was 
assembling  for  a  large  office  building  be- 
cause the  building's  major  tenant  had  no 
confidence  in  him. 

Well,  the  Bank  Omran  has  confidence 
in  him  now.  The  bank,  according  to  Can- 
izaro, has  made  a  "very  substantial,  very 
substantial"  cash  commitment  to  Canal 
Place.  If  all  goes  well,  Canizaro  may  find 
that  he  is  an  outsider  no  more.  ■ 
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To  help  insure  consistent  taste  and  quality  from  one  hot  dog  to 
the  next,  leading  manufacturers  use  electronic  scales  from  our 
Fairbanks  Weighing  Division  to  precision  match  product  ingredi- 
ents to  product  formula.  Essential  tools  wherever  precise 
measurement  is  required,  Fairbanks  scales  are  widely  used  to 
weigh  everything  from  micronutrients  in  animal  feed  to  highway 
trucks  and  railroad  cars.  Together  with  other  well-known  Colt 
Industries  products,  Fairbanks  scales  help  make  us  a  company 
with  annual  sales  in  excess  of  $1  billion,  and  a  leading  supplier  to 
major  markets  in  the  industrial  sector  of  the  U.S.  economy. 
For  our  latest  financial  reports,  write  Colt  Industries  Inc,  Dept.  B, 
430  Park  Ave.,  New  York,  N  Y.  10022. 

Crucible  specialty  steels  □  Trent  welded  stainless  steel  pipe  and  tubing  •  Crucible  permanent 
magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney 
and  Elox  production  equipment  •  Quincy  compressors  •  Central  Moloney  transformers  □ 
Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps  •  Holley  carburetors  □  Garlock 
industrial  seals  and  components  □  Menasco  shock  mitigation  systems  □  Colt  firearms  and 
sporting  equipment. 


Colt  Industries 


Set  of  four  bridge  ash  trays  of  silver  gib  in  the  shapes  of  a  club,  spade,  diamond  and  heart.  Borders  of  the  trays  are  enameled 
translucent  white  over  a  guilloche  ground  painted  with  appropriate  card-suit  motifs  in  red  and  black.  Shown  in  the  original 
fitted  hollywood  case.  By  Carl  Faberge.  Jeweler  to  the  Czars  of  all  the  Russias.  From  the  Forbes  Magazine  Collection. 


Sixty  years  ago  the  first  issue  of 
Forbes  Magazine  was  published. 
To  mark  this  Diamond  Anniversary, 
Forbes  is  presenting  new  additions 
to  the  Forbes  Magazine  Collection 
of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business.  Today 
over  650,000  executives  subscribe 
to  Forbes.  An  additional  million 
read  every  issue. 


Circulation  and  advertising  are  at 
an  all-time  high.  And  still  growing. 
Forbes  Magazine  readers  don't  just 
own  American  business.  They  run  it. 

Forbes:  capitalist  tool 


Faces  Behind  The  Figures 


The  Nader 

Of  North  Sea  Oil 

It  was  with  "something  near  apo- 
plexy, according  to  the  London  Times, 
that  international  oil  companies  greeted 
the  news  of  economist  Peter  Odell's  re- 
cent appointment  as  a  consultant  to  the 
British  government.  For  Odell  is  the 
Nader  of  North  Sea  oil.  While  the  U.K.'s 
whole  energy  policy — big  immediate  in- 
vestments in  coal  and  nuclear  energy — is 
based  on  the  assumption  that  North  Sea 
oil  will  begin  to  run  down  in  the  1990s, 
Odell  says  it  will  last  at  least  10  or  15 
years  beyond  that.  Working  with  com- 
puter models  based  on  developed  Mid- 
east fields,  he  concludes  that  there  may 
be  as  much  as  100%  more  North  Sea 
crude  than  oil  companies  will  admit  to, 
and  that  the  estimates  of  only  one  com- 
pany, Continental  Oil,  are  credible.  Pro- 
ducers, according  to  Odell,  are  purpose- 
ly underestimating  North  Sea  reserves 
because  they  plan  to  extract  only  that  oil 
on  which  they  can  make  a  suitable  profit 
at  current  costs,  prices,  taxes  and  state 
royalties.  Odell  wants  the  British  gov- 
ernment to  inject  more  cash  into  the 
privately  owned  sector  to  insure  that  all 
North  Sea  oil  gets  lifted.  Added  foreign 


Me  And  Time  Inc. 

Why  go  to  work  for  a  big  corporation 
when  you  can  go  into  partnership  with 
one?  Two  years  ago,  restless  27-year-old 
real  estate  man  Craig  Hall  decided  to 
find  a  business  that  could  be  taken  na- 
tional— "like  McDonald's."  But  he 
turned  the  calories  aspect  completely 


exchange  earnings,  he  thinks,  would 
more  than  cover  the  cost. 

But  more  government  cash  would  pre- 
sumably lead  to  more  government  con- 
trol. And  the  charge  that  the  oil  compa- 
nies intend  only  a  "creaming"  of  the 
fields  is  politically  loaded.  And  at  least 
tin  ee  companies,  British  Petroleum, 
Shell  and  Amoco,  have  published  de- 
tailed rebuttals  of  Odell's  reserves  esti- 
mates. To  rebut  their  rebuttal,  Odell 
says  he  needs  their  confidential  field  de- 
velopment plans,  on  file  at  the  Depart- 
ment of  Energy.  But  the  department 
won't  release  the  plans  to  him  without 
permission  from  the  companies,  which 
they  are  hardly  likely  to  give  him. 

Thus,  only  further  years  of  drilling  will 
reveal  whose  projections  are  correct. 
Meanwhile,  the  Department  of  Energy 
may  get  more  in  Odell  than  it  bargained 
for.  He  has  already  hurled  some  stones 
against  the  government,  too.  How,  he 
asks,  can  the  Labour  government's  Brit- 
ish National  Oil  Co.  function  as  both  an 
adviser  on  regulatory  matters  and  a  com- 
mercial oil  producer,  the  dual  roles  that 
are  emerging  for  it?  A  separation  of  the 
two  activities  is  something  the  Conserva- 
tive Party  has  been  advocating — along 
with  Odell  and  the  oil  industry.  ■ 


around  and  chose  racquetball  as  a  vehi- 
cle. It  is  a  lively,  easy-to-learn  sport  that 
either  sex  can  play,  similar  to  squash 
(played  in  an  enclosed  court  using  all 
four  walls  and  the  ceiling)  but  growing 
even  faster.  Hall's  idea:  athletic  clubs  for 
the  masses  built  around  racquetball 
courts,   but  including  exercise  equip- 


Odd  Man  In:  North  Sea  oil  companies 
don't  like  Britain's  new  consultant,  Peter 
Odell — he's  too  optimistic. 


ment,  saunas,  whirlpool  baths,  a  nursery 
for  the  kids  and  a  lounge  for  socializing. 
Membership  would  be  cheap,  but  courts 
would  cost  $4  to  $10  an  hour. 

When  Hall  built  a  pilot  club  in  Ann 
Arbor,  Mich.,  it  drew  2,000  members 
and  ran  at  80%  of  capacity  within  five 
months.  A  second  pilot  in  Kalamazoo, 
Mich,  did  as  well  in  just  two  months. 
"But  I  saw  we'd  need  a  large  company  as 
partner,"  he  says.  Time  Inc.  looked 
good;  it  had  lots  of  venture  capital  and  a 
magazine  named  Sports  Illustrated.  "We 
discussed  it  from  March  until  May,  Hall 
says.  "It  was  the  quickest  and  most 
pleasant  negotiation  I  ever  had. " 

Particularly  pleasant  was  that  Time 
Inc.,  in  return  for  18%  of  Hall's  com- 
pany, paid  him  $1  million.  Now,  Hall  has 
three  more  Sports  Illustrated  Court 
Clubs  up,  nine  in  the  works  and  plans  to 
have  100  to  125  within  four  years.  Fi- 
nancing of  the  $150  million  needed  for 
this  reflects  Halls  real  estate  back- 
ground; it  will  lean  heavily  on  big  mort- 
gages and  sale-leaseback  deals  with  tax- 
oriented  investors.  Promotion  of  the 
clubs  reflects  Time  Inc.  s  background.  "I 
was  really  looking  for  Time  s  assistance, 
their  sources  of  information — and  the 
Sports  Illustrated  name.  Hall  says. 
"The  $1  million  was  actually  the  least 
important  part  of  the  deal."  ■ 


Happiness  Is  $10  An  Hour:  Craig  Hall  packages  racquetball  for  everyone — exercise 
for  the  flabby,  hangouts  for  the  lonely  and  big  profit  potential  for  Craig  Hall. 


Faces  Behind  The  Figures 


A  Mirage  Made  Real 

"Mi£.  In  show  business.  I'm  a  conven- 
tional civil  engineer  who  used  to  do 
sewage  plants  and  that  sort  ol  thing." 
Joseph  W.  Pendergast,  43,  a  vice  presi- 
dent of  the  engineering,  architectural 
and  planning  firm  VTN,  is  project  direc- 
tor for,  guess  what — a  $70-million  Dis- 
neyland-like amusement  park  to  he  lo- 
cated on  45  acres  of  desert  land  in 
Kuwait. 

\  pseudo  Disne)  in  the  desert?  Is 
somebody  kidding?  Not  at  all.  To  be  sure, 
Kuwait's  Entertainment  City  max  never 
make  a  profit,  but  that  isn't  its  real  pur- 
pose. Dripping  oil  and  money,  the  Ku- 
waitis have  everything  hut  fun.  So,  the 
government  is  subsidizing  the  park  as  a 
tame,  family-style  "bread  &  circuses." 

Entertainment  City  will  be  divided 
into  Intel  national  World,  Arab  World 
and  Future  World,  with  20  Western- 
type  rides  and  pavilions,  including  a  me- 
dium-sized roller  coaster  called  the  "Oa- 
sis Express,"  a  double  Ferris  wheel,  and 


a  bumper-car  ride  built  inside  a  large 
dome  designed  to  keep  the  sands  oil  its 
metallic  floor. 

For  tiny  VTN  (1977  revenues:  about 
$22  million),  it's  the  biggest  project  of  a 
profitable  sideline  that  began  with  site 
engineering  tor  the  Disneyland  Hotel  in 
California:  In  1973  VTN 'did  the  engi- 
neering for  the  Circus  World  park  in 
Florida;  then,  with  designers  recruited 
from  Circus  World,  it  built  $20  million 
worth  ol  additions  at  Knott  s  Berry  Farm 
in  California.  The  Kuwait  contract, 
which  provides  for  VTN  to  do  the  super- 
vising of  construction,  as  well  as  plan- 
ning and  engineering,  followed  last  year. 

"They  said  they  wanted  two  things," 
Pendergast  savs  of  his  desert-bound  Ku- 
waiti customers:  "lots  of  man-made  lakes 
and  lots  of  landscaping. "  A  mirage  made 
real,  you  might  say.  ■ 


Desert  Disneyland:  Joseph  Pendergast  is 
engineering  an  elaborate  amusement 
park  in  the  rolling  sands  of  Kuwait. 


The  Torch  Passes 

It  was  Monday  morning,  before  the 
Thanksgiving  weekend.  Laurence 
O'Donnell,  42,  assistant  managing  editor 
of  the  Wall  Street  Journal,  headed  into  a 
meeting  with  Managing  Editor  Freder- 
ick Taylor,  and  two  former  managing 
editors,  Edward  Cony,  now  v  ice  presi- 
dent, news  for  Dow  Jones  publications 
and  Warren  Phillips,  now  president  of 
Dow  Jones  &c  Co.,  Inc.,  the  Journal's 
parent.  O'Donnell  thought  it  would  be 
routine — a  discussion  about  problems  in 
foreign  coverage.  But  it  turned  out,  lor 
him,  to  be  anything  hut  routine.  "We've 
just  promoted  Fred  Taylor  to  executive 
editor,"  Cony  told  O'Donnell.  "That 
means  we  now  need  a  new  managing 
editor.  And  you're  it." 

O'Donnell,  a  shy,  bearded  man,  still 
appeared  stunned  on  Dec.  1  as  he  offi- 
cially began  his  new  job  in  his  temporary 
office,  the  editorial  conference  room. 
O'Donnell  has  an  open  rev  erence  for  the 
Journal  and  for  a  format  that  hasn't  seen 
any  real  changes  in  decades.  In  the 
1940s,  Managing  Editor  Bernard  Kilgore 
all  but  set  in  stone  his  new  formula  of 
news  digest  and  feature  stories  ("lead- 
ers") on  page  one  that  helped  to  catapult 
the  paper  from  a  circulation  of  35.000  to 
1.5  million  today,  second  onlv   to  the 


In  The  Mold:  New  Managing  Editor 
O'Donnell  plans  to  make  the  Wall  Street 
journal  everything  it's  always  been. 


New  York  Daily  News  (circulation:  1.9 
million).  The  Journal  is  America's  onlv 
national  business  daily.  This  year  it  will 
contribute  about  60%  of  Dow  Jones' 
$300-million-plus  revenues  and  estimat- 
ed 65'  <  of  its  profits. 

Jesuit-trained  in  historv  at  Holy  (toss 
in  the  era  of  compulsorx  7  a.m.  daily 
mass.  ()  Donnell,  who  joined  the  Jour- 
nal in  195S.  adapted  casilv  to  rigorous 
tutoring  from  the  late  bond  writer  Pat 
Carberry.  "Before  that,  I  couldn't  tell  a 
stock  from  a  bond,  O'Donnell  savs. 
Then  he  was  given  a  beat  that  included 
not  onlv  Seventh  Avenue  but  also  the 
cigarette  companies  during  the  cancer 
scare.  He  was  next  assigned  the  equally 
tough  real  estate  field,  where  he  chroni- 
cled the  demise  of  the  Zeckendorf  em- 
pire: "That's  w  hat  taught  me  the  v  alue  of 
what  was  available  in  the  SEC  files  and 
stock  exchange  libraries."  In  1966  he  was 
sent  to  Detroit  as  bureau  chief.  In  1974 
Taylor  called  him  back  to  New  York  to 
act  as  his  assistant  in  handling  special 
projects.  "He  was  awfull)  good  on  pick- 
ing up' trends  in  Detroit.  Taylor  sav  s, 
"and  he  was  also  lull  of  ideas  about  what 
the  paper  ought  to  be  doing.  Once  I 
brought  him  back  to  New  York,  he  be- 
came a  ramrod  on  trends  and  directions 
in  business  and  economics. 

As  managing  editor.  O  Donnell  savs 
he  will  change  neither  the  form  nor  the 
substance  of  the  Journal.  "My  main  job 
is  to  maintain  and  improve  the  qualitx  of 
a  paper  that  has  enormous  credibility 
and  influence,    he  sav  s.  ■ 
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1977  "BUSINESS  IN  THE 
ARTS"  Awards 

Forbes  and  the  Business  Committee  for  the  Arts  sponsor  competition 
honoring  corporations  for  programs  in  support  of  the  Arts. 


The  "Business  in  the  Arts"  Awards  program  has 
recognized  over  500  corporations  in  the  last  1 1 
years  and  given  visibility  to  the  exceptional  contri- 
butions that  business  has  made  to  arts  and  cultural 
activities  in  this  country. 

Twenty  First-Time  winners  and  up  to  twenty  Return 
Award  winners  will  be  selected  by  an  independent 
panel  of  distinguished  arts  and  business  leaders 
(pictured  below). 


The  12th  Annual  "Business  in  the  Arts"  Awards 
competition  will  honor  corporate  programs  in 
support  of  the  arts  undertaken,  completed  or 
continued  during  calendar  year  1977. 

Nominations  will  be  accepted  until  February  1 5, 1 978. 

Send  all  nominations  or  inquiries  to: 
Douglas  J  Morrison  -  Awards  Administrator 
Business  Committee  for  the  Arts,  Inc. 
1700  Broadway  New  York,  New  York  10019 


Florence  Knoll  Bassett 
Designer 

w. ;  * 


Barry  Bingham.  Sr 

Chairman  of  the  Board  The  Hon  John  Brademas  J.  Carter  Brown 
Couner-Joumal  &  Congress  of  the  United  Director 


Donald  G  Conrad        John  Crosby 
Executive  Vice  President  General  Director 


Louisville  Times 


States 


National  gallery  of  Art   Aetna  Life  &  Casualty   Santa  Fe  Opera 


Milton  Esterow 
Editor  &  Publisher 
ARTnews 


Myma  Loy 
Actress 


Stanley  Marcus 
Carter  Hawley  hiale 
Stores,  Inc. 


Arjay  Miller 
Dean,  Graduate 
School  of  Business 
Stanford  University 


The  Hon  Virginia 
Kilpatnck  Shehee 


Carl  Spielvogel 
Vice  Chairman  ■  Operations 


President  Kilpatnck  Life  The  Interpublic  Group 
Ins.  Co  of  Louisiana      of  Companies.  Inc 


The  1977  "Business  in  the  Arts"  Awards  will  be  presented  in  Los  Angeles  on  June  15,  1978. 


After  73  years, 
E  F  Hutton  &  Company 
still  has  one  name. 


In  an  industry  that  undergoes  tips  and  downs, 
mergers  and  constant  change,  E.F  Hutton  has  always 
stood  for  reliability  and  dependability. 

Through  all  those  years,  we've  maintained  an  un- 
broken record  of  profitability  and  of  continuous  service 
to  our  customers. 

And  now,  as  we  approach  our  three-quarter  century 
mark,  that  stability  seems  even  more  impressive. 


When  EF  Hutton  talks,people  listen. 
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The  Economy 


Now  You  See  It,  Mow  You  Don't 


No  amount  of  econometric  model  juggling  or  judgmental 
analysis  can  be  accurate  if  it  does  not  take  into  account  impor- 
tant changes  in  businessmen's  behavior.  Such  a  change  has 
been  developing  for  the  past  four  years  and  is  still  not  widely 
recognized.  Why  not?  Because  economists  spend  too  much 
time  talking  to  each  other  and  not  enough  time  talking  with 
(and  observing)  businessmen. 

Ever  since  1974,  economists  have  been  blaming  a  variety  of 
causes — weather,  energy,  international  trade,  etc. — for  quar- 
terly shifts  in  the  gross  national  product  growth  rate.  These 
forces  certainly  have  been  important.  But  it  takes  the  country's 
purchasing  managers  to  come  up  with  a  plausible  explanation 
of  why  second-half  expansion  has  been  consistently  below  par 
while  the  first-half  pace  has  been  above  average.  The  answer  is 
a  very  practical  one:  tax  influence  on  inventory  policy. 

The  latest  1978  forecast  of  the  National  Association  of  Pur- 
chasing Management  explains  that,  since  1974,  businessmen 
have  been  giving  top  priority  in  the  latter  part  of  each  year  to 
cutting  inventories  so  as  to  reduce  tax  exposure.  The  inven- 
tories are  then  built  up  in  the  early  part  of  the  following  year. 
The  result  is  a  dampening  of  production  in  the  second  hall, 
stimulus  in  the  first  half.  This  sequence  is  given  great  weight 
by  E.F.  Andrews,  chairman  of  the  purchasing  managers'  busi- 
ness survey  committee,  and  vice  president-materials  and  ser- 
vice, Allegheny  Ludlum  Industries,  Inc.,  who  has  been  tabu- 
lating the  responses  to  his  monthly  questionnaire  about 
business  activity  for  16  years. 

In  the  past  several  years,  Andrews  points  out,  state  legisla- 
tures have  found  it  easier  to  impose  taxes  on  all  property  rather 
than  to  increase  real  estate  taxes  or  to  add  to  sales  tax  burdens. 


The  natural  reaction  of  the  business  community,  therefore,  is 
to  pare  goods  on  hand  at  the  tax  valuation  date  of  Dec.  31.  The 
incentive  to  cut  inventories  was  multipled  after  1974  as  corpo- 
rations changed  their  inventory-accounting  practice  to  last-in, 
first-out  from  first-in,  first-out  in  order  to  minimize  the  federal 
tax  on  inventoty  profits  created  by  double-digit  inflation. 

The  pattern  is  quite  clear.  In  1974  fourth-quarter  GNP  fell 
6.8%  in  constant  dollar  terms  after  the  growth  rate  was  declin- 
ing at  a  more  moderate  3.2%  rate  in  the  nine  months  through 
the  third  quarter.  In  1975  the  growth  rate  was  as  high  as  11.4% 
in  the  third  quarter.  But  in  the  fourth  quarter,  GNP  growth 
was  just  a  paltry  3%. 

Again  last  year:  7%  growth  in  the  first  half,  3.9%  in  the  third 
quarter.  Only  1.2%  in  the  fourth  quarter. 

This  year  we  are  likely  to  see  just  3%  to  4%  in  tbe  fourth 
quarter  vs.  6%  in  the  first  half.  That  fourth-quarter  jinx! 

Andrews'  purchasing  manager  tally  suggests  that  in  1978, 
too,  the  year  should  get  off  to  an  improving  pace  only  to  top  out 
in  the  late  first  or  early  second  quarter  and  then  to  decline  in 
rate  of  rise  in  the  second  half. 

While  first-half/.seeond-half  inventory  policy  swings  have 
become  structurally  imbedded  in  the  economy,  so,  too,  has 
inflation.  Minimum  wage,  social  security  benefits,  food  stamp 
benefits,  even  welfare  benefits,  Andrews  asserts,  are  all  virtu- 
ally indexed  to  inflation.  In  addition,  cost-of-living  wage  adjust- 
ments, pension  benefits  and  fuel  adjustment  clauses  all  raise 
the  private  sector's  costs.  For  1978,  he  sees  price  increases  in 
the  magnitude  of  this  year;  that  is,  "generally  moderate  and 
selective  because  of  sharp  competition  due  to  overcapacity, 
surpluses  and  relatively  modest  business  growth."  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 
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Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 
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service  price  index  related  to  the  consumer 
price  index) 

'  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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IV 


Why  Mortgages  Are  Hot 

By  Ben  Weberman 

". .  .  The  key  to  the  comfortable  boom  in  housing  is  the 
emerging  secondary  market  in  home  mortgages  .  .  ." 


low  that  everybody  "knows"  that 
housing  is  a  fine  personal  investment, 
investors  seem  to  have  decided  that 
home  mortgages  "just  can't  lose"  either. 
An  investment  that  until  a  few  years  ago 
was  left  to  specialists,  home  mortgages 
are  currently  the  hottest  thing  around. 
The  brokerage  industry  is  knocking  itself 
out  finding  new  ways  to  package  them. 

The  housing  industry  surprised  every- 
body this  year  by  starting  about  2  million 
dwelling  units  (1.5  million  of  them  sin- 
gle-family houses),  up  from  1.5  million 
starts  last  year  when  1.2  million  of  them 
were  single-family  style. 

There  are  all  kinds  of  theories  about 
why  the  housing  market  performed  so 
much  better  than  expected,  but  I  think 
the  answer  is  right  here:  The  new  popu- 
larity of  mortgages  among  investors  has 
made  plenty  of  money  available  for  hous- 
ing, and  when  money  is  available  for 
long-term  mortgages,  not  even  high 
prices  will  prevent  people  from  buying. 

The  key  to  the  comfortable  boom  in 
housing  is  the  emerging  secondary  mar- 
ket in  home  mortgages.  This  is  bringing 
massive  amounts  of  money  to  the  field. 
Formerly,  home  builders  were  depen- 
dent on  a  relatively  few  sources:  life 
insurance  companies,  pension  plans  and 
savings  and  loan  institutions.  If  the  thrift 
institutions  weren't  gaining  deposits  or  if 
the  insurance  companies  shifted  their 
cash  flow  elsewhere,  then  home-build- 
ing would  dry  up.  But  now  the  savings 
and  loans  can  lend  money  even  if  they 
are  not  gaining  deposits,  because  they 
can  resell  their  older  mortgages  on  the 
secondary  market  to  raise  money  to  buy 
new  mortgages.  The  mortgage  market 
has  broadened  and  deepened. 

A  grand  total  of  $70  billion  to  $75 
billion  of  home  mortgages  is  coming  to 
market  this  year,  making  them  the  big- 
gest thing  by  far  in  finance.  By  contrast, 

Mr.  Weberman  is  economics  editor  of  Forbes 
magazine. 


there  will  be  just  $46  billion  in  municipal 
bonds,  $35  billion  in  Treasury  bonds  and 
about  $24  billion  in  corporate  bonds. 

All  well  and  good.  But  remember  the 
real  estate  investment  trusts.  Exper- 
ience should  teach  us  that  there  can  be 
too  much  of  a  good  thing.  Know  what 
you  are  doing  before  you  invest. 

What  makes  mortgage  securities  so 
attractive  right  now  is  their  yield  and 
marketability.  With  passbook  savings  ac- 
counts now  paying  only  5.47%,  a  good 
many  investors  are  attracted  by  the  8%- 
plus  yields  on  even  the  highest-quality 
mortgage-type  securities. 

How  does  the  individual  invest  in 
home  mortgages?  Either  through  mort- 
gage-backed bonds  or  pass-through 
certificates. 

A  pass-through  certificate  is  just  that: 
The  investor  collects  his  proportionate 
interest  and  amortization  on  the  mort- 
gages in  his  pool;  he  actually  is  a  partici- 
pant in  a  pool  of  home  mortgages  pack- 
aged by  a  mortgage  lender. 

A  mortgage-backed  bond  is  simply  a 
bond  issued  by  a  savings  institution  and 
collateralized  by  a  pool  of  mortgages. 

In  the  case  of  the  mortgage-backed 
bonds,  it  is  important  to  know  something 
about  the  creditworthiness  of  the  issuer. 
The  issuer  is,  in  effect,  the  source  of 
semi-annual  interest  payments  and  ulti- 
mate repayment  of  principal.  The  mort- 
gages underlying  the  debt  would  be- 
come important  only  after  a  default  by 
the  borrowing  institution. 

Among  the  pass-throughs,  some  carry 
a  guarantee,  some  do  not.  The  most 
popular — and  rightly  so — are  the  Ginnie 
Mae  pass-throughs — issued  by  the  Gov- 
ernment National  Mortgage  Association 
and  backed  by  the  full  faith  and  credit  of 
Uncle  Sam.  Next  in  quality  are  the  Fred- 
die Macs  (Federal  Home  Loan  Mortgage 
Corporation) — in  effect,  a  moral  obliga- 
tion of  Uncle  Sam.  Finally,  there  are  the 
private  pass-throughs,  which  may  be 
only  partially  guaranteed  or  not  be  guar- 
anteed at  all. 

Ginnie  Maes  currently  yield  8.35%. 
Freddie  Macs — with  their  less  binding 
guarantee — carry  8.45%.  A  Bank  of 
America  pass-through  certificate  yields  a 


bit  more,  about  8.6%.  But  keep  in  mind 
that  it  is  not  guaranteed  at  all  by  BofA, 
and  is  insured,  through  a  private  insur- 
ance company,  only  against  the  first  5% 
of  loss. 

The  pass-throughs  are  especially  use- 
ful to  retired  people  who  may  want  to 
live  off  a  bit  of  their  capital.  Their  princi- 
pal dribbles  back,  month  by  month,  and 
the  holder  can  simply  spend  both  inter- 
est and  principal  as  they  come  in.  The 
average  maturity  is  12  years,  although 
many  pools  are  prepaying  faster.  Of 
course,  this  "pass-through"  of  amortiza- 
tion can  be  an  inconvenience  for  a  youn- 
ger investor  or  for  one  who  doesn  t  want 
to  invade  principal. 

These  pass-through  issues  are  not  for 
smallest  investors.  In  most  cases,  the 
original  minimum  cost  is  $25,000 — for 
Freddie  Mac,  it  is  $100,000.  But  don't 
let  that  put  you  off.  Principal  amounts 
shrink  as  mortgages  are  paid  off.  Some  of 
the  older  Ginnie  Mae  pass-throughs 
have  had  so  many  repayments  of  mort- 
gages that  the  outstanding  principal 
amount  has  been  reduced  from  the  ini- 
tial $25,000  to  $12,000  or  so.  This  will 
also  mean  that  the  remaining  average  life 
is  something  less  than  12  years;  a  four- 
year-old  Ginnie  Mae  with  an  original 
expectancy  of  12  years  may  now  be  in  the 
nine-  or  ten-year  range. 

For  those  who  don't  want  the  pass- 
through  feature,  there  are  the  mortgage- 
backed  bonds.  These  also  have  the  ad- 
vantage of  being  generally  shorter-term 
than  pass-throughs,  coming  due  in  from 
five  to  eight  years.  They  yield  7.25%  to 
8.25%,  depending  on  the  issuer  and 
maturity. 

Again  remember:  Mortgage  participa- 
tions are  nor  risk-free,  not  even  if  they 
are  Ginnie  Maes.  If  interest  rates  soar — 
as  they  did  in  1974 — mortgage-based  se- 
curities would  drop  sharply  in  market 
value;  the  longer  the  maturity,  the  great- 
er the  drop.  A  decline  in  interest  rates 
would  raise  prices.  So  don  t  compound 
the  risk  by  lowering  quality .  The  individ- 
ual investor  would  do  well  to  stick  to 
Ginnie  Maes;  the  fractional  gain  in  inter- 
est yield  on  rival  mortgage-backed  secur- 
ities is  not  worth  the  extra  risk.  ■ 
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In  today's  nervous  stock  market  should  you. . . 


Buy?  Sell?  Do  Nothing? 


More  specifically,  what  should  you  do  NOW  about 

f  ""V 

these  (or  1650  other)  fast-changing  stocks? 


AT&T 

BETHLEHEM  STEEL 
BOISE  CASCADE 
BOEING 
CATERPILLAR 
CITICORP 
DIGITAL  EQUIP 


DOW  CHEMICAL 
EASTMAN  KODAK 
EXXON 

GENERAL  MOTORS 
ITT 

PEPSICO 
RCA 


SEARS  ROEBUCK 

SCHERING-PLOUGH 

SONY 

TEXACO 

US  STEEL 

WESTINGHOUSE 

XEROX 


f!/e've  picked  the  21  stocks  above  for  illus- 
lation — from  more  than  1650  regularly 
pvered  by  The  Value  Line  Investment  Sur- 
rey—because each  has  recently  been  on  the 
ijmost  active"  list  and  may  therefore  be  of 
jlpecial  interest. 

\  he  stock  market,  and  the  investment  values 
herein,  are  now  going  through  a  great  deal 
j  f  rapid  change.  This  is  no  time  to  sit  on  your 
lands.  It  is  urgent,  we  think,  that  you  check 
Without  delay  every  stock  that  interests  or 
loncerns  you  to  see  if  it  currently  offers  the 
westment  credentials  most  important  to 
jou.  To  illustrate,  let's  look  at  the  stocks 
[sted  above: 

PERFORMANCE:  Every  one  of  these 
hocks — af  one  time  or  another  —has  offer- 
Id  the  prospect  of  superior  relative  price 
performance.  Right  now,  however,  Value 
line  ratings  suggest  that  7  of  these  stocks 
hould  be  sold  at  once  or  completely  avoid- 
ed for  the  time  being.  On  the  other  hand, 
[/e  estimate  that  6  of  the  stocks  above  will 
Nearly  outperform  most  other  stocks  in  the 
|ext  12  months. 

>AFETY:  14  of  the  stocks  listed  carry 
uperior  Value  Line  ratings  for  Safety, 
ineaning  they  have  typically  demonstrated 
ireater  price  stability  than  the  majority  of 
.tocks.  The  other  stocks  on  the  list  rate  only 
lverage  or  lower  on  this  score. 
HELD:  The  dividend  yields  of  these  stocks 
istimated  by  Value  Line  for  the  12  months 
ihead  range  all  the  way  from  9.4%  to  NIL. 
Eleven  of  the  stocks  offer  yields  below  4.9%. 
)nly  6  stocks  provide  yields  of  6.5%  or 
ligher. 

APPRECIATION:  Value  Line's  estimates 
)f  Appreciation  Potential  in  the  next  3  to  5 
ears  for  these  stocks  range  all  the  way  from 
i  paltry  10%  up  to  nearly  300%.  Five  stocks 
>ffer  long-term  potentials  of  175%  or  higher. 

The  data  above  come  from  a  recent  issue 
>f  The  Value  Line  Survey.  For  actual  invest- 
nent  decisions,  be  sure  to  see  the  latest 
veekly  Value  Line  edition.) 

WHERE  ELSE  CAN  YOU 
GET  ALL  THIS? 

yalue  Line  gives  you  the  key  ratings  out- 
ined  above,  updated  every  week,  for  EACH 
Df  1650  stocks— so  you  can  make  coherent 
comparisons  of  any  stock  against  any  others 
/vith  respect  to  the  investment  attributes  you 
:are  about.  In  addition,  Value  Line  regularly 
Dresents  comprehensive  full-page  Research 
Reports,  with  15-year  vital  statistics,  for  each 
Df  1650  stocks. 

lA/e  apply  the  same  quality  and  comprehen- 
siveness of  research  and  evaluation  not  only 
to  virtually  every  "big  name"  stock  (like  the 
ones  listed  above)  but  also  to  more  than  a 
thousand  "lesser"  stocks— which  make  up 
a  significant  part  of  a  great  many  portfolios. 


We  realize  that  when  YOUR  money  is  in- 
volved, an  investment  in  U.S.  FILTER  can  be 
just  as  important  as  the  same  amount  in 
U.S.  STEEL. 

It  you  want  to  re-assess  your  stock  portfolio 
with  an  eye  to  greater  rewards  and/or  lower 
risks  in  today's  unusual  market  (or  for  year- 
end  tax  purposes).  .  .  if  you  want  to  make 
rational  decisions  about  what  stocks  to 
hold,  sell,  or  buy  now.  ...  we  believe  that  no 
other  source  even  comes  close  to  providing 
the  help  that  Value  Line  systematically  gives 
you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1650  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  ur- 
gently suggest  you  sfay  away  from  the 
400  stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1 
down  to  5).  If  Safety  is  important  to  you, 
we  suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen" 
of  the  1 00  stocks  with  the  highest  yields, 
which  recently  ranged  from  8.2%  to  11%. 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  235%  to 
500%. 

e)  P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


I  Inn-sunn  In 
Common  Stocks 


!  Tbrtilu'limltiil 
jod  nib*, I  ritcnj 
Slock  VillK 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1650  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research  Re- 
port at  least  once  every  three  months — in- 
cluding 22  series  of  vital  financial  and  oper- 
ating statistics  going  back  15  years  and  esti- 
mated 3  to  5  years  ahead.  About  125  new 
full-page  Reports  like  this  are  issued  each 
week.  .  .  1650  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete 
Value  Line  Investment  Survey  (with  30-day 
money-back  guarantee)  for  the  next  10 
weeks  for  only  $29— about  HALF  the  regular 
rate— if  no  member  of  your  household  has 
had  a  Value  Line  subscription  in  the  last 
two  years. 

You  receive,  as  a  bonus,  Value 
Line's  2000-page  Investors 
Reference  Service  including  our 
latest  full-page  Ratings  &  Re- 
ports on  each  of  1650  stocks— 
fully  indexed  and  looseleaf- 
bound  for  your  quick  and  easy 
reference.  .  .  and  systematically  updated  by 
new  full-page  Reports  in  the  weeks  ahead. 
(It  takes  only  30  seconds  to  replace  the  old 
Reports  with  the  new  in  your  binder.)  All  this 
material  is  so  organized  that  you  can  quickly 
find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying,  selling,  or  equally 
important,  holding. 

And— as  an  extra  bonus— you  will  also  re- 
ceive Investing  in  Common  Stocks,  by 
Arnold  Bernhard,  Value  Line's  founder  and 
research  chief.  This  64-page  book  explains 
how  even  inexperienced  investors  can  apply 
thousands  of  hours  of  professional  research 
to  their  own  portfolios  by  focusing  on  only 
two  unequivocal  ratings,  one  for  Timeliness 
(Performance  in  next  12  months),  the  other 
for  Safety.  This  book  is  YOURS  TO  KEEP 
even  if  you  return  the  other  material  under 
your  money-back  guarantee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


JYhe  Value  Line  Investment  Survey 

■  Arnold  Bernhard  &  Co.,lnc.  5  E.  44th  St.,  N.Y.,  N.Y.  10017  \/ 

616H15 


1  □  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any 
|  household  every  two  years)  and  send  me 
the  two  bonuses  listed  above.  Check  for 
$29  is  enclosed.  (Trial  subscriptions 
must  be  accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS.  This 
famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
-and  send  payment  now. 
I  □  1  year  for  $285.  My  payment  is  enclosed 
"  —send  me  the  CALCULATOR  as  my  extra 
|  special  bonus.  (There  are  no  restrictions 
-  with  this  annual  subscription.) 
I  □  Bill  me  for  $285.  (Does  not  Include  the 
■  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
ackl  sales^^x^^  J 
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FORBES:  CAPITALIST  TOOL 


Some  1978 
Fundamentals 

By  Lucien  O.  Hooper 


0 


'ne  of  the  many  good  things  about 
this  market  is  that  so  many  expect  so 
little  from  it.  The  consensus  is  that  the 
Dow  will  go  up  to  around  900,  sputter 
for  a  bit  and  then  resume  the  decline, 
selling  back  to  800  or  lower.  Too  many 
observers  expect  the  same  thing.  You 
don't  have  to  be  smart  to  know  that  it 
just  won't  happen  this  way.  Such  a  pro- 
nounced diagnostic  consensus  almost 
never  is  right. 

I  can't  recall  a  single  year  in  the  past 
58  in  which  I  have  been  an  active  writer 
when  stock  market  pundits  have  been  so 
frustrated.  While  it  has  not  been  a  very 
active  year  from  the  standpoint  of  public 
volume,  I  am  sure  that  so-called  profes- 
sionals have  written  and  said  more  about 
"the  market''  in  1977  than  in  any  pre- 
vious 12  months.  The  trouble  with  most 
of  the  diagnosis  and  the  prophecy  has 
been  that  it  has  been,  based  too  much  on 
facts  and  fundamentals  and  too  little  on 
inevitabilities  and  mass  behavior. 

You  may  object  to  the  phrase  "mass 
behavior"  in  thinking  about  a  market  so 
controlled  by  the  institutions.  If  you  do, 
you  simply  don  t  understand  that  the 
weaknesses  of  the  flesh  influence  the 
thinking  of  those  who  deal  in  millions  or 
billions,  just  as  these  weaknesses  influ- 
ence the  little  people  who  deal  only  in 
thousands. 

There  also  has  been  a  tendency  in 
1977  to  watch  the  "small"  fundamentals 
and  the  passing  show  more  than  the 
"big"  inevitabilities  and  how  they  may 
change  the  environment.  In  my  opinion, 
both  the  commentators  and  the  market 
itself  have  put  undue  emphasis  on  short- 
term  money  rates,  rates  that  have  been 
manipulated  rather  than  based  on  the 
usual  market  influences.  After  all,  too 
much  money  (but  for  the  manipulations 
of  the  Federal  Reserve  Board)  does  not 
make  for  inadequate  credit  or  a  high  cost 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  6-  McKinnon  Securities  Inc. 


for  loans.  I'm  sure  you  have  noted  that 
higher  short-term  interest  rates  have  not 
been  reflected  in  any  big  rise  in  long- 
term  money  rates. 

The  three  big  things  that  will  influ- 
ence our  lives  in  1978  and  beyond  are  1) 
the  uncorrectable  but  perhaps  controlla- 
ble trend  toward  worldwide  inflation, 
which  will  be  with  us  as  long  as  all  the 
governments  of  the  world  continue  to  try 
to  cure  all  economic  distress  with  bor- 
rowed money;  2)  the  great  energy  crisis 
in  the  U.S.  for  which  the  Arab  cartel  and 
American  extravagance  with  energy  are 
jointly  responsible;  and  3)  unstable  inter- 
national relations  in  the  Middle  East,  in 
Africa,  in  South  American  and  else- 
where, much  of  which  results  from  a 
revolt  against  poverty  and  excessive  na- 
tionalism. As  far  as  the  weakness  in  the 
dollar  is  concerned,  that  is  due  entirely 
to  the  Arab  oil  cartel;  and  the  cartel  in 
turn  may  be  more  influenced  by  what 
happens  politically  in  the  Middle  East 
than  by  anything  else. 

Don't  Pray  For  Deflation! 

Over  and  over  again,  we  hear  that  the 
world  "can't  live  with  inflation."  But  can 
the  world  live  with  deflation?  It  seems  to 
me  that  we  have  been  living  with  infla- 
tion (except  for  a  short  period  in  the 
Great  Depression  of  the  1930s)  since 
Archduke  Ferdinand  was  shot  in  1914.  It 
has  not  been  an  ideal  situation,  and  it  has 
been  very  tough  on  those  who  have 
loaned  money.  However,  the  past  60 
years  have  been  a  period  of  unusually 
rapid  growth,  a  period  in  which  the  stan- 
dard of  living  has  increased  more  and 
faster  than  ever  before.  It  may  be  unor- 
thodox to  say  so,  but  the  world  (and  the 
U.S.)  can  stand  5%  to  6%  inflation  better 
than  it  can  stand  5%  to  6%  deflation. 
Furthermore,  I  suspect  that  inflation, 
hard  as  it  is  to  control,  is  far  easier  to 
keep  in  check  than  deflation.  You  better 
not  prav  for  deflation! 

In  the  period  from  1939  through  1969, 
stocks  were  an  excellent  hedge  against 
inflation.  Since  1970  they  have  not  been 
a  good  hedge.  In  fact,  they  have  done 
much  worse  than  real  estate,  and  no 
better  than  bonds.  I  believe  that  we  now 
are  approaching  a  point  in  the  cycle 
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llvhen  it  will  be  discovered  that  stocks  are 
fj'heaper  than  real  estate  or  perhaps  even 
ftold.  Never  forget  that  stocks  represent 
■  things,"  tangible  assets.  If  I  were  to  list 
Rome  of  the  things  that  "stocks  are 
(Cheaper  than,  I  certainly  would  include 
flfeal  estate,  coffee,  cattle,  meat,  Arabian 
•rude  oil,  etc. 

In  spite  of  the  fact  that  I  have  been  so 
vrong  about  some  of  these  stocks  in  the 
past,  as  values  I  would  recommend  U.S. 
SteeZ  (30),  Phelps  Dodge  (19V2),  New- 
nont  Mining  (I6V2)  and  Bethlehem  Steel 
21%).  These  stocks,  and  some  others 
|  ike  them,  appear  to  be  thoroughly  de- 
lated. They  may  not  demand  as  much 
jatience  in  1978  as  they  have  in  the  past. 
'  also  would  recommend  the  shares  of 
the  "big  companies,  especially  General 
Motors  (64%),  Ford  Motor  (43),  General 
Electric  (50%),  duPont  (118),  Exxon  (46), 
Royal  Dutch  (57),  Union  Pacific  (48Vfe) 
md  the  like. 
I  would  discourage  trying  to  anticipate 


r, .  .  Three  big  things  will 
'influence  our  lives  .  .  ." 


[  too  closely  the  nature  of  the  tax  changes 
ahead  in  1978.  My  guess  is  that  not  all  of 
(the  preference  treatment  for  capital 
Kains  will  be  eliminated,  that  double  tax- 
ation of  dividends  will  be  eased,  but  not 
entirely  eliminated,  that  there  will  be  a 
ceiling  of  50%  or  a  little  more  on  person- 
al taxes  and  that  personal  taxes  for  the 
higher  and  middle  brackets  will  be 
raised.  We  probably  will  not  know  the 
details  of  the  new  tax  bill  until  April  or 
May  at  the  earliest.  In  1978  I  expect  that 
the  Administration  will  place  more  em- 
phasis on  stimulation  and  less  emphasis 
on  restriction. 

What  about  the  glamour  stocks,  the 
old  one-decision  issues  that  the  institu- 
tions overbought  in  the  late  1960s  and 
early  1970s?  I  think  most  of  them  now 
are  just  good  "conventional  issues,  al- 
though a  few  can  be  called  "growth" 
equities.  My  guess  is  that  they  will  not 
feature  the  market  next  year,  even 
though  these  stocks  are  well  liquidated.  I 
look  for  more  interest  to  show  in  the 
neglected  secondaries  than  in  the  so- 
called  leaders.  Because  I  have  been  away 
from  my  usual  sources  of  suggestions  in 
recent  weeks,  I  have  no  specific  ideas  in 
this  area. 

Because  of  a  vacation,  it  is  my  plan  to 
omit  this  column  from  the  first  issue  of 
the  new  year.  ■ 


Tax  selling  made 
less  taxing. 

If  you  have  stocks  to  sell  before  the  year  ends,  you'll  probably 
be  better  off  selling  them  through  Source. 

That's  because  we've  eliminated  the  middleman,  the  com- 
mission salesman.  So  you  deal  directly  with  an  experienced 
trading  r<  >om  professional.  A  pro  equipped  with  the  most  sophis- 
ticated computer  hookups  in  the  business. 

With  this  setup  you  get  unsurpassed  execution  service.  You 
also  happen  to  save  anywhere  from  30%  to  81%  on  commis- 
sions." In  short,  you  lose  less  or  gain  more  when  you  trade 
through  Source. 

You  also  get  unsurpassed  settlement  and  custody  service. 
Plus  the  highest  account  protection  in  the  industry. 

In  fact,  the  only  thing  you  don't  get  is  advice.  Which  is 
something  you  don't  need  for  tax  selling  anyway. 

So  if  you've  been  waiting  for  a  good  opportunity  to  try 
Source,  now's  the  time. 

We'll  help  you  with  your  tax  selling  this  year.  And  you'll  see 
how  we  can  help  you  with  your  other  trades  in  vears  to  come. 

To  get  started,  just  give  us  a  toll  free  call  at  (800)  221-5338 
or  a  collect  call  at  (212)  269-9127.  Or  mail  us  the  coupon  below. 

"■Discounts  from  last  NYSE  fixed  rates.  As  of  May  1 .  1975. 
fixed  rates  were  eliminated,  and  savings  may  now  be  more  or  less. 

airce  Securities  Corporation,  70  Pine  St.,  New  York,  N.Y.  10005. 
I    □  I  would  like  someone  from  Source  to  call  me  immediately.  j 
i   □  Please  send  me  your  free  Services  and  Commissions  brochure 
1    and  a  new  account  application  by  return  mail.  ! 

Name  

I    Address  _  i 

i    City   _  State   _Zip_  j 

I    Bus.  Tel. J  L_   Home  TeU  }   I 

1  ©SOURCE---^ 

The  broker  for  experienced  investors. 

Securities  in  each  account  protected  to  $300,000.  Member  New  York  Stock  Exchange. 
NASD.  SI  PC.  Complete  execution  and  custodial  services.  Stock.  Stock  Options,  and  Bonds. 


NEW  MATH 


. .  .for  an  old  problem. 

"The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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Crystal  Ball  Time 


By  Heinz  H.  Biel 

". . .  'I  can  visualize  1200  for  the  Dow/ 
I  wrote.  Sorry  about  that,  but  I  think  it 
was  largely  Jimmy  Carter's  fault . . ." 


I  he  end  of  1977  is  approaching,  and 
tradition  calls  for  some  comment  on  what 
we  think  the  coming  year  will  be  like. 
Rereading  previous  years'  prognostica- 
tions before  writing  the  new  ones  should 
be  mandatory  for  all  pundits.  It  encour- 
ages modesty. 

Although  my  stock  market  expecta- 
tions for  1977  were  even  more  modest 
than  they  had  been  for  1976,  they  turned 
out  to  be  overly  optimistic.  "I  can  visual- 
ize 1200  for  the  Dow,"  I  wrote,  "but  I 
have  to  strain  to  do  so  and  I  would  not 
bank  on  it.  I  do  feel  reasonably  certain, 
however,  that  the  1976  high  of  1015  will 
be  exceeded."  Sorry  about  that,  but  I 
think  it  was  largely  Jimmy  Carter's  fault. 

My  stock  selections  did  better:  Carbo- 
rundum, Gould  and  Emhart  at  32,  26 
and  27  (adjusted),  respectively.  Of  the 
three,  only  Emhart  remains  on  the  buy 
list.  My  favorite  utility,  Wisconsin  Elec- 
tric Power  at  29,  did  what  a  good  one  is 
supposed  to  do:  It  reported  higher  earn- 
ings, increased  its  dividend  rate  and  the 
price  of  the  stock  rose  a  little. 

So  far,  so  good  for  performance  in  a 
down  market.  However,  Walt  Disney 
failed  me,  first  dropping  precipitately, 
then  recovering  but  not  getting  back  to 
its  year-ago  price  of  45,  despite  another 
10%  rise  in  earnings.  Wall  Street,  appar- 
ently, is  not  yet  willing  to  reinstate  good 
growth  stocks  to  their  former  eminence. 

Never  Mind  Averages 

And  now  for  the  coming  year.  I  really 
don't  think  it  makes  a  good  deal  of  sense 
to  try  to  predict  what  the  market  will  do. 
Except  for  those  money  managers  (and 
their  discouraged  clients)  who  have 
thrown  in  the  towel  and  merely  instruct 
a  computer  to  invest  in  line  with  the 
Standard  &  Poor  s  index  of  500  stocks, 
investors  are,  and  should  be,  more  inter- 
ested in  what  their  stocks  are  doing  than 

Mr.  Biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


in  the  averages.  In  recent  weeks,  when 
we  had  a  nice  rally  going,  hundreds  of 
stocks  reached  new  highs,  including 
scores  of  stocks  that  reached  their  alltime 
highs.  At  the  same  time  a  large  number 
of  others,  including  many  Dow  Jones 
stocks,  were  hovering  near  their  lows. 
Investors  can  do  quite  well  even  in  what 
looks  like  a  down  market. 

I  wish  I  could  be  more  optimistic 
about  the  general  economy  as  well  as 
about  the  stock  market.  We  are  always 
talking  about  growth,  about  record  sales 
and  record  earnings,  but  in  all  too  many 
instances  it's  just  the  effect  of  inflation, 
not  real  growth.  In  the  past  ten  years  the 
cost  of  living  has  nearly  doubled,  which 
means  that  our  dollar  has  lost  half  its 
value.  Any  company  whose  profits  have 
not  doubled  in  the  past  decade,  not  only 
is  not  growing,  but  is  not  even  keeping 
pace  with  inflation.  The  fall  of  the  dollar 
against  the  currencies  of  countries  that 
have  inflation  under  better  control 
should  alarm  us.  Alas,  it  doesn't. 

Our  politicians  and  far  too  many 
economists  and  sociologists  are  talking 
about  a  tradeoff  between  unemployment 
and  inflation.  This  is  sheer  nonsense!  It 
is  inflation  that  retards  productive  in- 
vestment. It  is  inflation  that  forces  an 
ever  increasing  number  of  women  into 
the  labor  market,  largely  to  make  ends 
meet  in  the  family  budget.  Are  our  so- 
called  leaders  blind  or  do  they  just  take 
an  apres  nous  le  deluge  attitude,  know- 
ing they  won't  be  in  office  when  the 
disaster  strikes? 

That  goes  not  only  for  Washington, 
some  states  and  many  municipalities, 
but  also  for  the  private  sector.  I  don't 
know  how  many  companies  have  inad- 
equately funded  pension  liabilities  or  re- 
port phony  profits  to  their  shareholders, 
thanks  to  insufficient  provisions  for  de- 
preciation. U.S.  Steel,  for  instance,  in 
1976  charged  $309  million  to  depreci- 
ation. That  is  less  than  the  $357  million 
charged  in  1967,  even  though  capital 
investments  totaled  nearly  $6  billion  in 
the  interval.  Is  this  realistic  accounting? 
The  fact  that,  by  and  large,  stock  prices 


are  not  much  higher  than  they  were  a 
decade  ago  is  proof  that  investors  have 
not  been  fooled  by  inflation. 

I  think  Sears,  Roebuck  (30)  has  found 
itself  and  is  back  on  the  right  track.  Sales 
for  the  first  43  weeks  of  the  present  fiscal 
year  were  up  16%,  nearly  as  much  as 
fast-stepping  K  mart's  18 xh%  gain.  All- 
state, Sear's  insurance  subsidiary,  shares 
in  that  industry's  regained  prosperity. 
Under  its  newly  appointed  chairman,  Ed 
Telling,  Sears  won't  try  any  longer  to 
emulate  Bloomingdale  s  or  Brooks 
Brothers,  but  will  get  back  to  the  basics 
and  just  be  Sears — and  that  is  all  to  the 
good.  This  year's  earnings  are  estimated 
in  the  $2.90-to-$3-a-share  range,  more 
than  twice  what  it  was  ten  years  ago, 
thus  keeping  up  nicely  with  inflation. 
Sears  sold  as  high  as  61%  five  years  ago, 
a  multiple  of  about  30  times  earnings. 
The  present  price/earnings  ratio  is  close 
to  ten. 

Burning  Questions 

The  coal  industry,  like  steel,  is  both 
capital-intensive  and  labor-intensive.  It 
is  subject  to  stringent  safety  regulations 
and  to  attacks  by  ecologists,  and  environ- 
mentalists. Unlike  steel,  however,  coal 
at  least  does  not  have  to  contend  with 
foreign  imports.  Right  now  the  labor  sit- 
uation is  about  as  bad  as  it  can  get.  Why 
should  anyone  in  his  right  mind  invest  in 
such  an  industry? 

Well,  coal  is  the  only  domestic  source 
of  energy  in  ample  supply.  An  ultra- 
conservative  investor  may  prefer  to 
avoid  this  industry  altogether.  However, 
the  risk  exposure  can  be  limited  by 
buying  the  stock  of  Continental  Oil  (29) 
which  is  not  only  a  strong  oil  company, 
but  also  owns  Consolidation  Coal  Co., 
the  country's  largest  coal  company.  So 
far,  Continental  has  not  reaped  the  full 
benefit  from  its  huge  investment  in  coal, 
but  I  believe  this  to  be  merely  a  question 
of  time.  This  year's  earnings  will  be  only 
$3.75  a  share,  far  short  of  earlier  esti- 
mates. Assuming  more  normal  operating 
conditions  in  the  coal  industry-  next  year, 
profits  should  rise  well  above  $4.  ■ 
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comments 


"My  warmest  congratulations  on  the 
successful  Arabic  version  of  Forbes." 
Hisham  M.  Nazer,  Minister  of  Planning, 
Kingdom  of  Saudi  Arabia 

"Fascinating  issue  ...  an  important  thing  to  do." 
Edmund  T.  Pratt,  Jr.,  Chairman,  Pfizer,  Inc. 

"You  do  an  outstanding  job  on  the  Arabic  issues 
and  we  are  pleased  that  we  are  part  of  them." 
Gerald  H.  Trautman,  Chairman,  The  Greyhound 
Corporation 

"Forbes  is  as  good  in  Arabic  as  it  is  in  English 

which,  of  course,  surprises  no  one." 

AH  Bengelloun,  The  Ambassador  of  Morocco 

"An  outstanding  effort." 

Albert  V.  Casey,  Chairman  &  President, 

American  Airlines,  Inc. 


"The  efforts  of  your  editorial  staff  are 
doing  much  to  promote  understanding 
and  trade  with  the  Arab  World.  We 
applaud  your  efforts." 
P.  H.  Henson,  Chairman, 
United  Telecommunications.  Inc. 
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Arabic  Issue 

to  be  published 
September,  1978 


...and  facts 

The  4th  Annual  FORBES  Arabic  Issue  will 
be  published  September,  1978. 

[It  will  be  distributed  to  a  carefully-researched  list 
fof  over  20,000  businessmen,  financiers,  journalists, 
government  and  educational  leaders  throughout 
the  Middle  East. 


SPACE  AVAILABILITIES  AND  RATES: 

Four-color  page 

$3,190 

Two-color  page 

$2,585 

Black  &  White  page 

$2,200 

Two-thirds  page  or  less 

$1,650 

CLOSING  DATES: 

All  full  page  advertisements 

May  15,  1978 

All  fractional  units 

May  1,  1978 

As  the  focus  of  international  power  and  wealth 
[shift  more  and  more  to  the  energy-affluent  nations 
of  the  Middle  East,  the  importance  of  communi- 
cating with  this  critical  market  escapes  no  business 
executive  with  bottom-line  responsibilities  for  his 
corporation. 

Plan  now  to  advertise  in  the  4th  Annual  Arabic 
Issue  of  FORBES.  This  is  probably  the  most  impor- 
tant single  opportunity  of  the  year  to  present  your 
company's  message  to  the  center  of  influence  in 
today's  Arab-speaking  world.  Don't  fail  to  be 
represented. 


For  more  information,  contact  your  FORBES 
representative,  or  write  to  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  10011. 
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The  Bears  Will  Get  Into  Cocoa 

By  Stanley  W.  Angrist 

".  .  .  But  the  shorts  won't  drink 
orange  juice  tor  breakfast  .  .  ." 


IM 


World  Cocoa  Production 

'thousand  metric  tons) 


low  that  we  are  well  into  the  hot 
chocolate  season,  an  examination  of  the 
cocoa  market  seems  to  be  in  order.  Co- 
coa, once  again,  appears  to  be  offering  an 
excellent  profit  opportunity  in  both  a 
spread  trade  and  an  outright  position. 
But  one  should  never  forget  that  the 
cocoa  market  is  extremely  volatile  and 
the  facts  are  rarely  what  they  seem. 

Cocoa  trees  are  grown  in  tropical  cli- 
mates and  thrive  within  20  degrees  of 
the  equator.  The  cocoa  bean  is  found  in 
pods  that  grow  along  the  bark  of  the  tree. 
.After  being  picked,  the  beans  are  dried 
and  then  shipped  to  consuming  coun- 
tries, where  they  are  cleaned,  roasted  in 
hot  air.  shattered  into  fragments  and 
separated  from  their  brittle  husks  by 
forced  air.  Following  a  milling  process, 
the  mass  becomes  a  liquid  half  of  which 
is  cocoa  butter  known  as  "chocolate  li- 
quor." The  liquor  is  then  cooled  and 
hardened  into  "cake,"  which  is  the  un- 
sweetened chocolate  used  primarily  for 
baking. 

Ghana  supplies  almost  25%  of  the 
world's  cocoa  crop.  The  second-largest 
producer  is  Brazil,  with  about  17%;  Ni- 
geria and  the  Ivory  Coast  each  produce 
about  15%,  with  other  tropical  countries 
making  up  the  balance. 

In  the  face  of  higher  prices  resulting 
from  a  very  bad  crop,  demand  for  cocoa 
has  fallen  in  the  past  years.  Contrary  to 
what  your  children  might  believe,  the 
demand  for  cocoa  is  quite  elastic:  When 
the  price  rises,  the  demand  falls. 

Recendy.  the  U.S.  Department  of  Ag- 
riculture released  its  estimate  of  world 
cocoa  production  see  table'.  The  USDA 
forecasts  an  S%  increase  in  the  1977-78 
world  production,  to  1.47  million  metric 
tons.  The  International  Cocoa  Organiza- 
tion also  estimates  w  orld  production,  but 
since  it  is  a  producer  organization  it  gen- 

Staniey  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  has  written  a  book  on 
commodities. 


-USDA- 


Country 

-  974.75 

19"5-"6 

1976-77 

'  J77-781 

Ghana 

375 

397 

325 

340 

\igeria 

213 

217 

165 

200 

l\orv  Coast 

242 

228 

235 

250 

Cameroon 

118 

96 

82 

95 

Brazil 

267 

257 

234 

250 

Other 

321 

323 

319 

335 

Total  World 

1,536 

1,518 

1,360 

1,470 

+  Initial  forecast. 

erally  underestimates  supplies,  i 

Most  analysts  believe  consumption 
will  fall  below  1.4  million  metric  tons, 
causing  stocks  to  build  after  two  years  in 
a  row  in  which  consumption  exceeded 
production.  Third-quarter  grindings  de- 
clined about  11%  compared  with  a  year 
ago  for  the  five  major  Western  consum- 
ing countries  the  U.S..  U.K..  the  Neth- 
erlands. France  and  West  Germany  . 

World  cocoa  grindings  will  probably 
also  be  down  for  the  fourth  quarter  of 
1977  and  continue  to  decline  in  the  first 
half  of  197S.  Declining  consumption  and 
increased  supplies  should  giv  e  the  mar- 
ket a  distinctly  bearish  tone. 

Recendy  the  market  has  gained  sup- 
port because,  although  the  Ghana  main 
crop  season  began  officially  on  Oct.  14, 
purchases  by  its  Cocoa  Marketing  Board 
were  not  released  until  mid-November, 
making  many  shorts  nervous.  On  the 
other  hand.  Ghana  has  raised  the  price  it 
pays  its  farmers  by  one-third,  which 
should  encourage  them  to  sell  more.  In 
Brazil  it  is  alleged  that  heavy  rains  have 
interfered  with  the  drying  of  beans  and 
their  transportation  from  the  interior, 
thus  causing  users  to  pay  a  large  premi- 
um for  immediate  cocoa  shipments. 

The  volatile  nature  of  the  cocoa  mar- 
ket makes  one  reluctant  to  recommend 
an  outright  short  position  in  cocoa.  How- 
ever, I  believe  the  current  tightness  in 
supplies  will  abate  as  new -crop  cocoa 


begins  to  make  its  way  to  market.  This 
should  cause  the  substantial  premium 
that  the  March  contract  commands  over 
the  May  contract  to  dissipate.  In  recent 
weeks  the  premium  has  bounced  be- 
tween 900  and  1.S00  points.  Each  point 
is  worth  S3  for  a  cocoa  contract. 

Therefore.  I  recommend  that  traders 
with  strong  nerves  sell  March  and  buy 
May  at  1.200  points  premium  the  March 
or  more  I  would  not  risk  more  than  200 
points  $600  on  this  trade.  The  mini- 
mum margin  on  a  cocoa  trade  is  S1.SO0 
and  the  commission  is  about  $85. 

Antacid  Production 

On  a  number  of  occasions  I  have 
pointed  out  the  foolishness  of  holding  a 
contract  near  its  expiration  date.  The 
most  recent  example  of  what  can  befall 
the  unwary  happened  on  the  last  trading 
day  for  the  November  orange  juice  con- 
tract. In  the  course  of  one  morning  the 
price  zoomed  from  $1.29  to  $2.20  per 
pound,  as  there  were  no  limits  on  the 
expiring  November  option.  A  short  who 
had  to  buy  his  way  out  at  the  top  would 
have  had  to  fork  up  $13,650  per  contract 
for  his  loss  during  the  morning.  That  91- 
cent  move  is  equivalent  to  30  limit 
moves  in  frozen  OJ.  I  don't  have  to  tell 
you  what  the  November  shorts  will  nev- 
er again  drink  for  breakfast.  ■ 


92 


FORBES.  DECEMBER  15.  1977 


TIME.  The  practically  whole-earth  medium. 


No  magazine  in  America  offers  as  many 
special  advertising  editions  within  the  U.S. 
as  TIME.  That's  only  part  of  the  story.  For 
the  past  thirty  years.  TIME  has  been  doing 
the  same  thing  on  an  international  scale. 

There  are  in  fact  almost  150  different 
international  editions  of  TIME  with  a  total 
circulation  of  1.260.000  in  145  countries. 

Some  of  these  subscribers  are,  of 
course,  resident  Americans.  But  most  of 
them— 92%— are  citizens  of  countries  other 
than  the  U.S.,  usually  citizens  of  the  coun- 
tries in  which  they  live.  And  the  advertising 
is  as  cosmopolitan  as  the  audience. 

A  list  of  some  of  the  TIME  Interna- 
tional Editions  appears  above.  It's  worth 


examining  this  list,  because  it  gives  you  an 
idea  of  the  incredible  flexibility  of  TIME  as 
an  international  medium. 

For  instance,  by  picking  the  right  edi- 
tion of  TIME,  you  can  advertise  around  the 
world,  or  only  in  Asia,  or  only  in  East  Asia, 
or  only  in  Southeast  Asia,  or  only  in  Japan, 
or  only  in  the  Tokyo  metropolitan  area. 
Most  magazines  don't  offer  you  that  kind  of 
selectivity  even  within  the  U.  S. 

Among  the  other  International  Edi- 
tions in  the  list,  you  may  see  one  called 
TIME  EuroExecutive.  This  is  the  European 
market's  first  demographic  edition  of  a 
general  magazine.  TIME  EuroExecutive  is 
a  continental  cousin  of  TIME  B  here  in 


the  United  States. 

Such  flexibility  has  its  rewards:  this 
year,  advertising  revenues  for  TIME  Interna- 
tional Editions  will  top  $40  million.  That's 
more  than  twice  as  much  as  the  next  inter- 
national news  magazine. 

TIME.  The  only  news  magazine  that 
provides  advertising  editions  for  all  areas  of 
the  free  world.  It  is  truly  the  best  single 
medium  of  global  persuasion. 

For  information  on  how  you  can  best 
use  TIME  practically  anywhere  on  the  whole 
earth,  get  in  touch  with  your  local  TIME 
representative,  or  call  Dave  Gibson,  U.S. 
Area  Director  for  the  International  Editions. 
You  can  reach  him  at  (212)  5564452. 
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COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  35  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  January  3,  1978 
to  shareholders  of  record  at  the 
close  of  business  December  9, 
1977. 

R.  E.  FONVILLE 

Secretary 

Dallas,  Texas 
November  18,  1977 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


DIAMOND 
INTERNATIONAL 
CORPORATION 


96th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Dec.  1,  1977,  declared  a 
quarterly  dividend  of  550  per  share  on  the  Com- 
mon Stock,  payable  February  1,  1978,  to  share- 
owners  of  record  January  3,  1978. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


GIVE... 

so  more 
will  live 

HEART 
FUND 


New  York-More 
Trouble  Ahead 

By  John  Train 


I  he  market  seems  too  complacent 
about  the  danger  of  a  second  New  York 
financial  crisis,  which  could  come  soon. 

As  a  result,  there  seems  too  little  yield 
differential  between  completely  safe  is- 
sues— such  as  those  with  federal  back- 
ing— and  others  that  could  get  into  trou- 
ble. For  instance,  as  I  write  this  column, 
a  long-term  federally  backed  "PHA" 
bond  yields  5%  to  maturity,  a  state  gen- 
eral obligation  bond  only  5.70%  and  a 
"moral  obligation"  6.95%.  Those  differ- 
ences are  not  enough  fo  compensate  for 
the  difference  in  security  or  possible 
market  problems. 

The  federal  guarantee  for  New  York 
City's  borrowings  expires  in  July.  A  con- 
dition of  renewal  will  probably  continue 
to  be  that  the  city  balance  its  expense 
budget.  But  the  city  is  a  long  way  from 
that.  On  page  18  of  the  Nov.  10,  1977 
Preliminary  Official  Statement  covering 
a  $200-million  note  issue  the  city  had 
hoped  to  sell — but  withdrew  after 
Moody's  gave  it  a  low  rating — is  the  "offi- 
cial" estimate  of  the  1977  deficit:  just 
over  $1  billion — not  the  $480  million 
cited  by  Mayor  Abraham  Beame.  In  ad- 
dition, the  Seasonal  Financing  Act  of 
1975  requires  the  city  to  reduce  progres- 
sively its  practice  of  issuing  debt  to  cover 
operating  expenses  that  have  been  put 
into  the  city's  capital  budget.  However, 
in  the  Preliminary  Official  Statement 
one  also  finds  that  such  capitalized  ex- 
penditures still  run  at  about  $600  million 
annually.  They  are  estimated  to  continue 
at  about  that  figure,  which  should  be 
added  to  the  $1 -billion  deficit,  giving  a 
$1.6-billion  shortfall  in  1977  and  a  pro- 
jected $1.5-billion  shortfall  in  1978. 

Page  3  of  the  Preliminary  Official 
Statement  highlights  the  city's  dilemma 
in  cutting  costs.  The  city  must  sell  bonds 
to  the  city  employee  unions  pension 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


funds;  if  possible,  long  bonds,  to  avoid 
having  to  increase  real  estate  taxes.  The 
unions,  however,  prefer  one-year  paper. 
Incidentally,  $1  billion  of  existing  notes 
sold  to  the  unions  will  come  due  in  1979. 
How  can  the  city  "get  tough"  with  the 
unions — and  control  expenses  to  balance 
its  budget — under  these  conditions?  For 
that  matter,  the  pension  funds  have  a 
third  of  their  $9  billion  of  assets  in  city 
paper,  and  are  $7.4  billion  underfunded 
to  boot — an  obligation  of  about  $1,000 
per  city  resident. 

One  gets  an  idea  of  the  problem  from 
page  92  of  the  Official  Statement:  The 
city  s  debt  per  capita  on  June  30,  1976 
was  $1,498  (up  from  $852  in  1972).  It's 
now  about  $1,760.  Add  that  to  the  un- 
funded pension  obligation  and  you  have 
almost  $3,000  per  capita,  compared  with 
income  per  capita  of  perhaps  $7,500  to 
$8,000.  Can  such  a  debt  ever  be  collect- 
ed, with  interest,  together  with  future 
increases?  It's  27%  of  the  real  value  of  all 
real  property  in  the  city  (57%  of  the 
assessed  value). 

A  further  problem  is  the  adverse  na- 
tional political  climate.  Election  year  for 
the  House  of  Representatives  is  1978. 
The  city  has  not  cut  expenditures — they 
were  $14  billion  in  1976  and  will  be  the 
same  in  1978 — and  doesn't  plan  to.  In 
the  rest  of  the  country  support  for  New 
York  is  a  subsidy  to  Sodom,  a  handout  to 
Croesus-like  banks  and  the  satanic 
hordes  of  the  municipal  unions.  The  "lit- 
tle guy  victims  one  was  concerned 
about  are  safely  bundled  away  in  the 
Municipal  Assistance  Corporation.  Sena- 
tor William  Proxmire  of  Wisconsin  or 
Representative  William  Moorhead  of 
Pennsylvania  will  gain  few  votes  by  risk- 
ing their  constituents'  money  on  behalf 
of  New  York  City . 

Things  will  have  to  be  brought  to  a 
head  well  before  July,  when  the  federal 
seasonal  loan  must  be  renewed.  We  can 
expect  another  Gdttcrddmmerung  in- 
volving the  city,  the  unions,  the  banks, 
the  state,  MAC,  the  Emergency  Finan- 
cial Control  Board  and  various  baronies 
in  Washington — not  only  the  Treasury, 
but  the  White  House  and  Congress,  no- 
tably the  Senate  Banking  Committee. 
Quite  a  problem  for  the  new  chairman 


94 


FORBES,  DECEMBER  15,  1977 


naging  Your  Money 


of  the  Federal  Reserve  Board. 

One  approach  might  be  for  the  state 
to  take  over  more  and  more  of  the  prob- 
lem areas,  such  as  City  University  and 
the  hospitals,  and  issue  moral  obligation 
(or  special  MAC)  bonds  to  finance  them. 
That,  however,  would  crowd  out  the 
other  moral  obligation  bonds,  of  which 
$400  million  must  be  sold  next  year.  (It 
would  also  depress  the  comparable  is- 
sues of  such  weak  neighboring  borrow- 
ers as  Massachusetts,  New  Jersey  and 
Pennsylvania,  and  even  Puerto  Rico.) 

Obviously,  if  the  market  for  New 
York  issues  gets  sticky,  other  areas  may 
be  affected,  including  municipal  bond 
funds  that  have  put  yield  before  quality. 
Investors  may  become  more  concerned 
with  security  generally. 

For  the  conservative  New  York  State 
investor,  it's  time,  then,  to  distinguish 
carefully  between  issues  that  have  fed- 
eral or  comparable  guarantees,  and 
those  that  can  be  questioned,  particular- 
ly the  moral  obligation  issues. 

Two  types  of  New  York  issues  do 
have  federal  guarantees: 

1)  All  PHA  (Public  Housing  Author- 


. . .  It's  time  for  New  York 
State  investors  to 
distinguish  carefully 
between  bond  issues  . . ." 


ity)  bonds,  now  properly  called  HA  As. 
There  are  145  issues,  starting  with  the 
Albany  2%%s  of  1983  and  running  to 
the  Yonkers  5%s  of  2012.  They  are  list- 
ed on  page  4015  of  Moody's  1977  Mu- 
nicipal and  Government  Manual. 

2)  Ten  specific  projects  are  guaran- 
teed, starting  with  the  John  Lovejoy  El- 
liott Houses  and  ending  with  the  Ra- 
venswood  Houses.  Moody's  lists  them 
on  page  4030. 

There  are  also  bonds  issued  by  the 
New  York  State  Dormitory  Authority 
for  Colgate  University  (Series  C),  Ham- 
ilton College  (Series  B),  Rensselaer 
Polytechnic  Institute  (Series  E),  Roch- 
ester Institute  of  Technology  (Series  E), 
Rochester  University  (Series  D)  and 
Rockefeller  University  (Series  A)  that 
are  collateralized  by  marketable  securi- 
ties from  their  endowment  funds  depos- 
ited with  a  trustee,  and  are  of  top  qual- 
ity. These  issues  total  only  $88  million. 

These  federally  backed  state  or  colla- 
teralized university  issues  are  safe  mon- 
ey and  may,  indeeed,  have  a  scarcity 
value  for  state  residents.  ■ 


Prepare  for  retirement 
as  if  the  rest  of  your  life  depended  on  it. 

SQJDDER 


Scudder  managed  IRA,  Keogh  &  403(b)  Plans. 

Retirement  is  too  important  not  to  plan 
for  wisely.  You  can  establish  a  retirement 
plan  to  provide  tax  savings  now  while 
building  a  fund  for  your  future. 

Scudder  managed  retirement  plans 
are  easy  to  start.  Scudder  handles  most 
of  the  paperwork  and  there  are  no  sales 
charges. 

Several  no-load  funds  are  available 
allowing  flexibility  to  tailor  a  plan  to 
suit  your  needs.  Ask  for  our  free  booklets 
today. 

Call  800-225-2470  anytime,  toll  free 
In  Mass.  call  collect  (617)  482-3990. 


SCUCKXR  STEVINS  &.  CLARK  INVtSTMCNT  COUNSEL 

Scudder  Fund  Distributors,  Dept.  #55  l-A 

175  Federal  Street,  Boston,  Ma.  02110 

□  IRA  Plan   □  Keogh  Plan   □  403(b)  Plan 

For  more  complete  information, 
including  management  fee  charges  ana 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  

Address  

City  


_  State. 


Scudder  Retirement  Plans 


Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  December  31, 1977 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  December  31,  1977: 


Class 

Dividend 

of  Stock 

Per  Share 

Common 

$  .49 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred 

$25  Par 

8.70%  Series 

$  .5438 

9.75%  Series 

$  .6094 

INITIAL  DIVIDEND 

All  dividends  are  payable  on  or 

before  December  30,  1977  to 
stockholders  of  record  November 
30,  1977. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$2.38  for  the  period  beginning 
September  16,  1977,  and  ending 
December  31,  1977,  on  the  8.16% 
Cumulative  Preferred  Stock. 


Newark,  New  Jersey 
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Silent  Investors, 
Silent  Losers 

By  Martin  T.  Sosnoff 

". .  .  If  Wall  Street  hates  a  stock,  buy  it 


^Wo  many  stocks  sell  below  the  values 
businessmen  are  willing  to  put  on  them 
that  one  suspects  the  market  has  abdicat- 
ed its  position  as  the  final  arbiter  of 
economic  worth. 

Not  since  the  summer  of  1968  has  the 
urge  to  acquire  taken  on  such  feverish 
proportions  on  the  exchange.  Cash-rich 
multinationals  blow  their  stake  on  big 
deals  that  are  made  more  to  protect  the 
buyer  from  acquisitive  eyes  than  because 
the  deals  make  sense.  Reluctant  sellers 
are  buried  under  an  avalanche  of  com- 
peting cash  offers  that  make  refusal  un- 
thinkable. How  different  from  the  Chi- 
nese paper  days  of  the  late  Sixties,  when 
conglomerates  bought  everything  but 
the  Atlantic  Ocean.  How  different  the 
prices.  Instead  of  paying  twice  book,  as 
of  old,  deals  are  made  for  50%  or  more 
above  current  prices,  and  still  there  is 
little  premium  over  asset  value. 

Our  investment  experience  the  past 
two  years  underscores  the  point  that  what 
is  inefficiently  priced  must  go  up  and  that 
what  is  efficiently  priced  must  first  tar- 
nish, join  the  inefficiently  priced  group 
and  then  go  up.  Early  in  1976  we  took 
major  positions  in  Reliance  Group  and 
Geico.  A  good  many  analysts  at  the  time 
believed  both  companies  were  one  step 
from  the  grave  and  refused  even  to  ana- 
lyze them.  Cackling  financial  pundits — 
like  Alan  Abelson  of  Barron's,  for  exam- 
ple, and  Abraham  Briloff,  the  accounting 
professor,  pounded  away  at  Reliance  in  a 
series  of  articles  that  seemingly  proved 
that  the  stock  deserved  to  be  selling  for 
next  to  nothing.  These  pieces  of  paper 
and  others,  such  as  American  Medicorp, 
sold  at  one  times  1977  earnings  in  1975  or 
1976  and  had  fewr  takers.  Everyone  was 
too  busy  pondering  what  the  next  quarter 
would  hold  for  Kodak  or  International 
Business  Machines.  Would  the  earnings 
of  such  stocks  be  a  few  pennies  above 

Mr.  Sosnoff  is  chairman  of  Atalantu  Capital 
Corp.,  New  York. 


the  consensus  or  a  few  pennies  below? 

Keep  the  Reliance  and  Geico  cases  in 
mind  right  now.  This  is  the  time  of  year 
when  a  lot  of  financial  publications  hold 
their  round-table  sessions.  Before  you 
pay  them  much  attention,  be  aware  that 
consensus  investing  is  a  big  drag.  The 
consensus  was  almost  universally  bullish 
for  stocks  and  bearish  for  bonds  in  1976 
and  1977,  and  almost  universally  dead 
wrong.  The  big-capitalization  stocks 
again  made  nobody  rich.  The  takeover 
goods  and  my  favorite  ragamuffin  stocks 
boomed.  Reliance,  Geico  and  American 
Medicorp  soared  300%  to  500%  over  the 
past  two  years.  What  happened  to  Ko- 
dak, Xerox  and  Du  Pont?  You  know  they 
went  South — as  too  many  investors 
learned  the  hard  way. 

The  predicament  of  the  stock  market 
today  is  much  different  from  what  it  was 
a  few  years  ago.  My  goods,  which  sold  as 
if  they  were  burned-out  candy  stores  in 
the  south  Bronx,  are  now  less  inefficient- 
ly priced  than  before.  And  the  big-cap- 
italization goods  that  everyone  owns 
have  come  down,  while  earnings  in  most 
instances  have  tracked  historical  growth 
rates.  The  result  is  that  relative  price/- 
earnings  ratios  for  most  growth  stocks 
are  cheaper  today  than  they  have  ever 
been  before. 

Do  you  run  out  and  buy  them?  Per- 
haps. You  ask  yourself:  What  can  go 
wrong?  Well,  if  it  has  taken  ten  years  to 
squeeze  out  the  relative  overvaluation,  it 
may  take  another  year  or  two  of  relative 
undervaluation  before  the  institutional 
investor  dares  to  average  down  on  his 
holdings  of  Kodak,  Xerox,  Minnesota 
Mining,  et  al.  So  far,  the  big  holders  are 
still  peeling  off  these  overweighted 
positions. 

This  situation  has  sobering  implica- 
tions for  the  silent  investor.  There  are 
only  about  200  stocks  on  the  Big  Board 
whose  temperatures  are  constantly  taken 
by  the  research  fraternity.  The  only  sur- 
prise is  how  often  the  analytical  spot- 
lights fail  to  uncover  changes  in  trend. 
Xerox  reports  a  slow  quarter  at  a  meeting 


and  the  stock  breaks  10%.  Ditto  for 
Exxon.  Telephone's  earnings  come  in 
above  trend  and  General  Motors  shades 
the  estimate  by  pennies.  Whatever  the 
new  factors,  the  stocks  immediately  re- 
flect changes  in  expectations. 

The  remainder  of  the  market  largely 
escapes  such  scrutiny  and  this  is  where 
the  money  is  made.  My  old  line  about  a 
stock's  price  varying  inversely  with  the 
thickness  of  its  research  file  has  never 
been  more  timely.  In  fact,  the  fewer 
analysts  who  follow  a  situation,  the  more 
pregnant  its  possibilities.  Better  yet,  if 
Wall  Street  hates  a  stock,  buy  it.  Either 
the  trend  of  the  operations  will  change  or 
the  company  will  be  snapped  up  by  some 
cookie-consuming  monster. 

What  everyone  owns  can  only  go  up 
when  there  is  incremental  money  for 
such  goods.  This  occurs  when  earnings 
exceed  the  experts'  expectations  for  sev- 
eral quarters  in  succession.  This  is  what 
happened  in  the  mid-Sixties  and  it  could 
happen  again.  But  if  you  believe  in  my 
"slow  growth"  economic  scenario  for  the 
world,  it  is  unlikely  that  earnings  will 
reaccelerate  soon.  The  best  you  can  say 
is  that  when  the  Index  of  Industrial  Pro- 
duction slips  a  point,  it's  better  to  own 
IBM  than  Bethlehem  Steel.  Before  long, 
the  steel  industry  may  go  the  way  of  the 
brokerage  business — very  long  company 
names  as  a  result  of  shotgun  mergers. 
IBM's  primacy  is  subject  to  shades  of 
interpretation,  but  nowhere  seriously 
challenged. 

Assuming  even  the  slow-growth  sce- 
nario for  a  year  or  more,  earnings  of  the 
most  .seriously  overpriced  merchandise 
will  have  caught  up  with  present  stock 
prices.  Those  with  some  sporting  blood 
should  look  at  the  table  at  the  right  and, 
perhaps,  hang  onto  it — I  will  refer  to  it  six 
months  hence.  My  bet  is  that  the  histori- 
cally overpriced  growth  stocks  as  a  group 
will  outperform  the  market  but  that  my 
batch  of  ragamuffins  will  outperform  all  of 
them.  As  of  this  writing,  the  Standard  & 
Poor's  500  stock  index  is  at  95.  (Six 
months  from  now  one  or  two  of  my  five 
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Six  months  from  now,  which 
group — Sosnoff's  "Growthies" 
or  his  "Ragamuffins" — will  be 
doing  better  in  the  market? 

Some  "Growthies" 
Automatic  Data  Processing  28 
Schlumberger,  Ltd.  70 
K  mart  29 
General  Reinsurance  1 72  bid 

C  McDonald's  50 

Some  "Ragamuffins" 
it  Reliance  Group  24 
)  Geico  8 
I  American  Medicorp  15V2 
t  Clorox  1 4V2 

i  Syntex  20V2 
\t  Note:  Rounded  prices  as  of  Nov.  21. 

1  ragamuffins  may  have  had  their  names 
» changed  for  a  cash  consideration.) 

From  my  79-year-old  mother  comes  the 
1  story  of  her  psychology  study  group  with 
I  Anna  Freud  who,  more  than  50  years  ago, 
§  pointed  out  that  in  working  with  children 
'  she  had  often  found  it  productive  to  keep  a 
!  big  bowl  of  candy  on  her  desk. 

Madame  Freud  was  an  indiscriminate 
j  giver  of  sweets  to  her  little  patients. 
I  They  would  he  rewarded  for  coming  in 
t  and  for  what  they  said,  no  matter  wheth- 
I'  er  the  material  was  productive  or  not. 
1  Candy  did  wonders  for  their  self-esteem, 
!:  and  the  fact  that  so  distinguished  a  lady 
;  should  reward  them  made  the  kids  more 
amenable  to  treatment.  Candy  repre- 
j  sented  love  and  made  the  children  hap- 
py. No  matter  that  the  candy  was  a  little 
bribe  and  perhaps  deemed  unprofession- 
al in  Anna  Freud's  circle  of  bearded 
wonders. 

Just  so,  the  market  has  got  its  chunk  of 
sweets  from  Jimmy  Carter,  who  now 
admits  that  he  must  be  more  pragmatic 
and  less  dogmatic  in  his  second  year  as 
President. 

It  is  up  to  us  to  savor  the  sweetmeats 
and  understand  that  a  benevolent  change 
in  market  psychology  finally  has  a  chance 
to  catch  on.  The  new  leaders  in  the 
market  could  possibly  become  the  old 
leaders  at  discounted  price  tags.  If  you 
nevei  owned  those  stocks,  you  are  one  of 
the  few  prospective  silent  winners.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


November  23,  1977 


$40,000,000 
Trailmobile  Finance  Company 

8.20%  Notes  Due  1987 


Price  100% 


plus  accrued  interest  from  November  IS,  1977 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  3oston  Corporation 


Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 


Drexel  Burnham  Lambert 

Incorporated 

Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated 

Kidder,  Peabody  &  Co.         Kuhn  Loeb  &  Co. 

Incorporated  Incorporated 

Lehman  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith      Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers 


E.  F.  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 
Loeb  Rhoades  &  Co.  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 


Warburg  Paribas  Becker 

Incorporated 

White,  Weld  &  Co.         Dean  Witter  &  Co. 

Incorporated  Incorporated 


Forbes  Reprints 


Reprints  of  Inflation  Part  2 — The  Great  Hamburger  Paradox  (Sep.  15,  1977)  are  now  available. 
Prices  for  this  reprint  and  for  Inflation  Part  1  —  Inflation  Is  Now  Too  Serious  A  Matter  To  Leave  To 
The  Economists  (Nov.  15,  1976)  are  listed  below.  To  order  please  use  coupon  and  enclose 
payment. 

Pts.  1  &  2  Pts.  1  &  2 

1-    9  copies        $1.25  ea.        $2  ea.  set  100-499  copies        .50  ea.        800  ea.  set 

10-  99  copies  .60  ea.       $1  ea.  set  500  or  more  .40  ea.       800  ea.  set 


FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.  M.  York 

I  have  enclosed  payment  with  order. 

Name  


Please  send  me 

 copies  of  Inflation  Part  1 

 copies  of  Inflation  Part  2 

 copies  of  Inflation  Parts  1  &  2 


Address   

City/State/Zip 


(Please  allow  4  weeks  for  delivery.) 
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Venture  Capital 


When  To  Fire  The  President 

By  Thomas  P.  Murphy 

". . .  The  'Hitler  in  the  bunker'  syndrome 
reflects  a  drifting  away  from  reality  .  .  ." 


^Pohn  Kenneth  Galbraith  does  not 
think  that  boards  of  directors  have  much 
of  a  function  anymore.  He  told  us  the 
other  night  on  public  television  that 
boards  are  comprised  of  dotards,  man- 
agement lickspittles  and  a  trendy  admix 
of  ghetto  clerics  and  feminists.  One  func- 
tion Galbraith  airily  concedes  that 
boards  of  directors  may  still  have  is  to 
fire  management — and  that  does  not  im- 
press him  overly  much. 

Galbraith  misses  the  point.  That  ca- 
pacity to  fire  the  president  is,  in  the  end, 
what  a  board  of  directors  is  all  about. 

What  about  before  the  end?  Are 
boards  of  directors  as  feckless  as  Gal- 
braith holds  them  to  be?  Since  venture 
capitalists  probably  have  more,  and 
tougher,  board  experience  than  anybody 
else,  it  should  be  worth  listening  to  them 
on  the  subject. 

As  a  rule,  venture  capitalists  nearly 
always  join  boards  when  they  make  an 
investment  in  a  company.  They  join, 
fcod°.y,  either  as  regular  board  members 
or  as  "observers";  the  latter  situation 
avoids  legal  liability  if  things  should  hap- 
pen to  go  sour. 

Menace  Or  Challenge? 

How  effective  are  venture  capitalists 
as  board  members?  It  depends,  most 
venture  people  feel,  more  on  manage- 
ment than  on  themselves.  Some  com- 
pany presidents  work  well  with  boards. 
They  have  the  capacity  to  spot  potential 
problems  and  the  humility  to  take  those 
problems  to  a  board  member  who  has 
some  special  expertise — or  to  one  who 
has  the  capacity  to  find  it. 

Other  company  presidents — particu- 
larly those  of  the  entrepreneurial  kind — 
tend  to  regard  the  board  of  directors  as  a 
mixture  of  menace  and  marketing  chal- 
lenge. As  a  result  of  this  attitude,  board 
meetings  are  handled  as  sales  presenta- 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist.  Stamford,  Conn. 


tions  orchestrated  to  the  tune  of  Happy 
Days  Are  Here  Again.  Department 
heads  fix  the  sessions  with  visuals  and 
presentations  timed  to  be  concluded  at 
the  hour  when  members  have  to  rush  for 
planes.  "I  know  we're  in  trouble,  one 
seasoned  venture  capitalist  told  me, 
"when  they  start  showing  us  bar  charts.' 

In  fact,  venture  capitalists  become 
very  good  at  sniffing  trouble  before  com- 
pany management  is  quite  ready  to  own 
up  to  it. 

One  infallible  hint  is  a  reluctance  on 
the  part  of  the  company  president  to 
have  board  members  deal  directly  with 
employees  of  the  company.  While  the 
investor  may  enjoy  a  grand  camaraderie 
with  the  president,  the  latter  prefers  to 
meet  in  restaurants  rather  than  on  the 
company  premises.  Employee  morale, 
the  president  explains,  is  jeopardized 
when  a  known  investor  goes  wandering 
around  the  place.  Furthermore,  the 
company  treasurer  is  a  man  of  especially 
sensitive  morale,  and  it  would  be  most 
unsettling  to  him  to  have  investors  call- 
ing him  directly.  Needless  to  say,  when 
this  happens,  you  can  count  on  the  books 
being  a  mess  and  probably  the  company 
as  well. 

Yet  another  good  clue  that  all  is  not  as 
presented  to  the  board  is  the  unreasoned 
answer:  This  is  true,  management  ada- 
mantly insists,  because  we  say  it  is  true. 
Some  investors  call  this  the  "Hitler  in 
the  bunker"  syndrome.  It  reflects  a  drift- 
ing away  from  reality. 

Funny  numbers  and  delayed  numbers 
(the  auditors  are  being  unreasonable)  is 
yet  another  urgent  hint  that  all  is  not 
going  well.  When  this  happens  there  are 
several  things  worth  examining,  includ- 
ing management  compensation.  (Who  is 
really  paying  for  that  Mercedes  in  the 
parking  lot?)  What  do  we  owe  employees 
that  has  not  shown  up  on  the  balance 
sheet?  Is  that  growing  inventory  still  sal- 
able and  are  those  120-day  accounts  re- 
ceivable really  collectible? 

Unfortunately,  when  it  has  reached 
the  point  where  a  board  member  must 
play  auditor  or  detective,  it  has  probably 
also  reached  the  point  where  the  board 


must  exercise  that  remaining  power  John 
Kenneth  Galbraith  concedes  to  it — it  is 
time  to  get  rid  of  the  president. 

The  reason  is  not  that  the  company  has 
problems.  Venture  capitalists  have  a 
high  tolerance  for  problems.  The  reason 
is  that  the  company  president  is  conning 
them,  and  that  destroys  the  basis  for 
working  together. 

Still,  canning  the  president  is  not 
pleasant.  Venture  people  agonize  over 
such  a  problem. 

Harry  Was  The  Nice  Guy 

"We  used  Good  Guy,  Bad  Guy  at  one 
company,  a  venture  capitalist  told  me. 
"I  was  Bad  Guy  and  told  the  president 
he  had  messed  things  up  with  that  new 
product  line.  Pow,  I  was  slashing  two 
arteries  and  a  vein.  The  new  line  was  his 
baby. 

"Harry  stepped  in.  He  was  Good  Guy! 
Look,  said  Harry  .  'We  all  recognize 
how  difficult  it  is  to  introduce  a  new 
electronic  product.  Let  me  just  put  this 
little  Band-Aid  on  that  nasty  cut.' 

"Then  I  iet  him  have  it  with  both 
barrels  of  my  12-gauge:  Your  projections 
have  been  wrong  for  three  quarters  and 
you  backed  into  the  bank  for  another 
million  without  telling  the  board. 

"  Goodness,  said  Harry.  This  has 
been  a  slow  time  in  the  industry,  let  me 
pick  one  of  those  pellets  out  of  your 
shoulder.' 

"You  know,"  the  venture  capitalist 
told  me,  "when  I  finally  got  the  man 
fired  all  he  could  remember  was  what  a 
nice  guy  Harry  was.  He  kept  telling 
everybody  how  much  he  liked  Harry. 

"Of  course,  he  went  on,  "it  doesn  t 
always,  turn  out  that  well.  We  asked  the 
senior  vice  president,  the  man  who  was 
going  to  replace  the  president,  to  break 
the  bad  news.  We  should  have  known 
this  fellow  was  not  exactly  a  diplomat. 

"They  went  to  a  restaurant  and  I  sus- 
pect the  vice  president  said  something 
like,  'You're  fired!  The  president  had  a 
heart  attack,  right  there  in  the  restau- 
rant. He  died. 

"You  have  to  handle  these  things 
delicately."  ■ 
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Thoughts.. 


on  the 

Business  of  Life 


And  the  deeds  that  ye  do 
upon  this  earth,  it  is  for 
fellowship's  sake  that  ye  do  them. 
William  Morris 


Be  such  a  man,  and  live  such  a  life, 
that  if  every  man  were  such  as  you, 
and  every  life  a  life  such  as  yours, 
this  earth  would  be  God  s  paradise. 
Phillips  Brooks 


It  may  make  a  difference  to 
all  eternity  whether  we 
do  right  or  wrong  today. 
James  F.  Clarke 


Wherever  there  is  a  human  being 
there  is  a  chance  for  kindness. 
Seneca 


Ninety  per  cent  of  the  art 
of  living  consists  of  getting  on 
with  people  one  cannot  stand. 
Sam  Goldwyn 


The  heart  beats  louder  and 
the  soul  hears  quicker 
in  silence  and  solitude. 
Wendell  Phillips 


My  idea  of  an  agreeable  person  is 
a  person  who  agrees  with  me. 
Benjamin  Disraeli 


We  are  rich  only  through  what  we 
give;  and  poor  only  through 
what  we  refuse  and  keep. 
Anne  Swetchine 


Who  enters  my  house  as  a  friend 
will  never  be  too  early, 
always  too  late. 
Flemish  Proverh 


Christmas  is  glorious. 

I  love  the  season,  the  spirit 

of  Christmas.  If  your  heart 

is  in  the  right  place,  it  affords 

you  appropriate  opportunity 

to  do  things  for  others, 

to  express  your  good  will, 

to  let  yourself  go  sentimental, 

philanthropically . 

I  am  all  for  Christmas. 

B.C.  Forres 


Good  will  cannot  be  insured. 
The  only  way  to  retain  it  is 
to  keep  earning  it. 
Frank  Tyger 


In  looking  back,  I  would  say  that 
happiness  is  90%  anticipation. 
William  Feather 


The  greatest  grace  of  a  gift, 

perhaps,  is  that  it  anticipates 

and  admits  of  no  return. 

Henry  Wadsworth  Longfellow 


The  charitable  give  out  at  the 

door,  and  God  puts  in  at  the  window. 

John  Ray 


Charity  makes  no  decrease  in  property. 
Arab  Proverb 


I  read  in  a  book  that  a  man 

called  Christ  went  about  doing  good. 

It  is  very  disconcerting  to  me 

that  I  am  so  easily  satisfied 

with  just  going  about. 

TOYOHIKO  KAGAWA 


Reverence  for  life  does  not  allow 
the  scholar  to  live  for  his  science 
alone,  even  if  he  is  very  useful 
to  the  community  in  so  doing. 
Reverence  for  life  does  not  permit 
the  artist  to  exist  only  for  his  art, 
even  if  he  gives  inspiration  to  many 
by  its  means.  Reverence  for  life 
refuses  to  let  the  businessman 
imagine  that  he  fulfills  all 
legitimate  demands  in  the  course 
of  his  business  activities. 
Reverence  for  life  demands  for  all 
that  they  should  sacrifice  a  portion 
of  their  own  lives  for  others. 
Albert  Schweitzer 


There  never  was  any  heart  truly 
great  and  generous,  that  was  not 
also  tender  and  compassionate. 
Robert  South 


Take  spring  when  it  comes, 
and  rejoice.  Take  happiness  when 
it  comes,  and  rejoice.  Take  love 
when  it  comes,  and  rejoice. 
Carl  Ewald 


Friendship,  like  love,  is  destroyed 
by  long  absence,  though  it  may 
be  increased  by  short  intermissions. 
Samuel  Johnson 


A  Text . . . 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  Sew  York 
State  orders. 


Sent  in  by  Helen  Hammersten,  Roseville, 
Minn.  What  s  your  favorite  text?  The  Forbes 
Serapbook  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Love  worketh  no  ill  to  his  neighbour: 
therefore  love  is  the  fulfilling  of  the  law. 
Romans  13:10 


100 


FORBES,  DECEMBER  15,  1977 


